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Executive Summary

On April 17, 2024, the U.S. Trade Representative initiated an investigation of China’s
acts, policies, and practices targeting the maritime, logistics, and shipbuilding sectors for
dominance under Section 301 of the Trade Act of 1974, as amended (the “Trade Act”). Section
301 of the Trade Act allows the U.S. Trade Representative to address unreasonable or
discriminatory acts, policies, or practices that burden or restrict U.S. commerce.

For nearly three decades, China has targeted the maritime, logistics, and shipbuilding
sectors for dominance and has employed increasingly aggressive and specific targets in pursuing
dominance of the maritime, logistics, and shipbuilding sectors. China has largely achieved its
dominance goals, severely disadvantaging U.S. companies, workers, and the U.S. economy
generally through lessened competition and commercial opportunities and through the creation
of economic security risks from dependencies and vulnerabilities.

Top-down industrial planning is a critical feature of China’s state-led, non-market
economic system. China organizes the development of its economy through broad national-level
five-year economic and social development plans. It then employs industry-specific plans and
local plans at central and sub-central levels of government that typically align chronologically
with the national five-year plans. These plans often contain detailed quantitative and qualitative
targets, including for production, domestic content, and domestic and international market
shares, as well as outline the non-market policies and practices China should use to achieve these
targets. China’s plans reveal its targeting of the maritime, logistics, and shipbuilding sectors for
dominance.

China’s targeting of these sectors for dominance is enabled by policies that unfairly
depress costs or provide advantages. For example, enterprises in the Chinese shipbuilding
supply chain benefit from China’s lack of effective labor rights and the use of forced or
compulsory labor. Likewise, China’s non-market excess capacity in inputs, such as steel,
advantage downstream Chinese enterprises.

China’s industrial plans set long-term goals and specify industry structure, industry scale,
and composition of supply chains. China has set targets for shipbuilding, marine equipment,
maritime engineering equipment, high-technology ships, and shipping, among others. In
particular, China sets targets as market shares of global production or for specific levels of
Chinese production as a proxy for market share targets.

Market share targets necessitate substitution by Chinese companies at the expense of
foreign competitors—for Chinese companies to gain market share, they must displace foreign
companies in existing markets and take new markets as they develop in the future. In the
shipbuilding and marine equipment sectors, China has set production targets broadly since 2006.
China’s industrial targets have become more aggressive and sophisticated over the years. For
example, in the area of high-technology ships, China initially set a target of 20 percent of global
market share by 2011, but now aims to achieve 50 percent global market share by 2025. For
maritime engineering equipment, China initially targeted 10 percent of global market share by
2011, and now seeks 40 percent market share by 2025.

Vi



China’s targeting of these sectors for dominance has undercut competition and taken
market share with dramatic effect: raising China’s shipbuilding market share from less than 5
percent of global tonnage in 1999, to over 50 percent in 2023; increasing China’s ownership of
the commercial world fleet to over 19 percent as of January 2024; and controlling production of
95 percent of shipping containers and 86 percent of the world’s supply of intermodal chassis,
among other components and products.

As identified in the Section 301 investigation and discussed in this report, China’s
targeting of the maritime, logistics, and shipbuilding sectors for dominance is unreasonable
for the following reasons:

First, China’s targeting of the maritime, logistics, and shipbuilding sectors for dominance
displaces foreign firms, deprives market-oriented businesses and their workers of commercial
opportunities, and lessens competition. China’s plans, including as demonstrated by specific
market share targets, are to achieve a long-term dominant position in these economic sectors.
China frames its targeting for dominance in the maritime, logistics, and shipbuilding sectors in
nationalistic terms as a zero-sum contest pitting companies it controls against all others. Its
targeting of each sector for dominance necessarily means displacing foreign firms from existing
markets, and taking new markets as they arise, diminishing competition.

Competition is a process of rivalry that incentivizes businesses to offer greater value and
lower prices, improve wages and working conditions, enhance quality and resilience, innovate,
and expand choice, among many other benefits. Foreign firms are not able to compete with the
resources of the Chinese state, resulting in lost sales, under-investment in capacity, diminished
ability to attract financing, and lost jobs and lower wages. China’s objective is not to foster more
competitive markets and fair competition between Chinese enterprises and foreign enterprises.
The dominant positions China seeks, and increasingly achieves, in each sector, give it market
power over global supply, pricing, and access. In short, through its targeting of these sectors for
dominance, China seeks to bring about unfair and non-market-oriented competition.

Second, China’s targeting of the maritime, logistics, and shipbuilding sectors for
dominance creates dependencies on China, increasing risk and reducing supply chain resilience.
China’s objective is to ultimately displace foreign competitors throughout the maritime value
chain in domestic and foreign markets, which increases the world’s dependence on its
companies, products, services, and technology. Diminished choice which creates dependencies
is itself an unfair, anti-competitive outcome. The creation of dependencies also increases risk for
individual firms and their workers, for economic sectors (including workers’ communities), and
for supply chain resilience. These risks can relate to potential disruptions, whether natural,
accidental, or geopolitical. China has demonstrated in the past its willingness to weaponize
dependencies for purposes of economic coercion. China’s targeting of these sectors for
dominance is therefore unreasonable also due to the creation of dependencies and resulting
vulnerabilities and risks.
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Third, China’s targeting of the maritime, logistics, and shipbuilding sectors is
unreasonable because of China’s extraordinary control over its economic actors and these
sectors. China exerts extraordinary control over the maritime, logistics, and shipbuilding sectors
in order to achieve its targeted dominance of these sectors. Adherence to the objectives of
China’s industrial plans is effectively mandatory. Both state actors and Chinese
companies move toward the goals set by the central government and have little discretion to
ignore China’s industrial targets. The Chinese Communist Party also exerts control through
personnel and enterprise structures. China’s control over economic actors enables China to
direct and influence their commercial behavior in pursuit of its targeted dominance, in ways that
run counter to fair competition and market-oriented principles.

Through its control of economic actors and sectors, China directs non-market advantages
to China’s maritime, logistics, and shipbuilding sectors. China’s industrial plans identify a
matrix of mechanisms that are used to achieve China’s goals, including government
financial support, barriers for foreign firms, consolidation policies, measures associated with
forced technology transfer and intellectual property theft, state-led investments, and government
procurement. China’s maritime, logistics, and shipbuilding sectors accrue a wide-range of other
non-market advantages, such as artificially low costs or preferential supply from China’s non-
market excess capacity, including in steel, China’s lack of effective labor rights, and China’s
control over digital logistics services. Thus, China’s targeting of the maritime, logistics, and
shipbuilding sectors is unreasonable also because of China’s extraordinary control over its
economic actors and ability to direct non-market advantages to these sectors.

China’s targeted dominance of the maritime, logistics, and shipbuilding sectors also
serves a broader purpose to strengthen all of China’s instruments of national power through
China’s Military-Civil Fusion (MCF) strategy. Through the MCF strategy, China seeks to
become a “world-class” military. As one assessment notes, “China’s opaque business ecosystem
offers limited transparency into the flow of capital within its shipbuilding industry, but available
evidence indicates that profits from foreign orders likely lower the costs of upgrading China’s
navy.” This assessment illustrates how China’s targeted dominance of these sectors has national
security implications.

As identified in the Section 301 investigation and discussed in this report, China’s
targeting of the maritime, logistics, and shipbuilding sectors for dominance burdens or
restricts U.S. commerce for the following reasons:

First, China’s targeted dominance burdens or restricts U.S. commerce because it
undercuts business opportunities for and investments in the U.S. maritime, logistics, and
shipbuilding sectors. China has targeted these sectors for dominance for nearly three decades,
and increasingly dominates the global maritime, logistics, and shipbuilding sectors. China’s
dominance means that its companies could almost always outbid their competitors with low
pricing. Indeed, China continues to build upon its dominance and seeks to expand into new
segments of those markets. For China to achieve its targeted dominance, Chinese companies
must displace foreign companies in existing markets and take new markets as they develop.
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In the shipbuilding sector, China’s targeting for dominance is hindering any public or
private efforts to revitalize the U.S. shipbuilding industry. U.S. companies are severely
constrained to compete for business in the global recapitalization of the commercial fleet. Low-
priced Chinese ships, which result from China’s targeted dominance, are among the constraints
that U.S. companies face to compete for business. For maritime shipping, China’s targeting for
dominance means that Chinese companies are gaining market share at the expense of foreign
competitors, negatively impacting U.S. vessels and shipowners. Furthermore, China’s state-
sponsored and -supported logistics services platform, LOGINK, continue to gain global
dominance and impede the development of a fair and competitive market for such platforms,
including at the expense of a now-defunct U.S. provider of similar services. This has altered the
competitive dynamics for global logistics and data management. China continues to capture a
greater share of the transportation market, negatively impacting U.S. vessels and shipowners.

Finally, Chinese entities, pursuing China’s dominance goals, utilize unfair labor practices
that severely and artificially suppress China’s labor costs in the maritime, logistics, and
shipbuilding sectors. The artificially low labor costs in China create suppressive effects on U.S.
labor in the maritime, logistics, and shipbuilding sectors. For these reasons, China’s targeting of
these sectors for dominance contributes to the diminished state of U.S. industry and chronic
underinvestment in these sectors, constituting a burden and restriction on U.S. commerce.

Second, China’s targeted dominance burdens or restricts U.S. commerce by restricting
competition and choice. High levels of market concentration in the hands of few suppliers mean
less incentives for innovation, decreased diversity of supply, greater barriers to entry, and
ultimately less purchaser or consumer choice. China’s targeted dominance results in diminished
choice for U.S. firms. U.S. shipping companies enjoy less choice for supply of vessels and for
logistics software and services; U.S. importers, exporters, and producers face less choice for
shipping options. In other words, U.S. firms cannot realize the benefits—such as the incentives
for companies to offer lower prices, enhanced quality and resilience, and innovation, among
others—that fair market competition would be expected to provide. Less competition and choice
may deny to purchasers and consumers the benefits of innovation, such as enhanced
performance, features, or efficiency, that might have resulted from more market-oriented
competition. Accordingly, China’s targeting of these sectors for dominance burdens or restrict
U.S. commerce through restriction of competition and choice.

Third, China’s targeting for dominance burdens or restricts U.S. commerce because it
creates economic security risks from dependence and vulnerabilities in sectors critical to the
functioning of the U.S. economy. China’s targeting for dominance has created dependencies for
shipbuilding, logistics, and a substantial portion of U.S. international shipping, and creates
potential vulnerabilities across the U.S. economy. China has also revealed the capacity and
willingness to weaponize dependencies and vulnerabilities through economic coercion to
influence policies in China’s favor or to punish other countries for policies that offend China. A
shock to Chinese-provided shipping, shipbuilding, or logistics would create massive disruptions
and impose significant costs on U.S. commerce, on an enterprise and global scale. Over-reliance
on a single economy for shipping, shipbuilding, and logistics increases the cost of any disruption.
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Ships and shipping are vital to U.S. economic security and the free flow of commerce.
Globally, more than 80 percent of goods are transported by sea. In 2022, ships moved 44.6
percent of U.S. international goods trade by value ($2.3 trillion) and 78.6 percent of U.S.
international goods trade by weight (1.6 billion tons). By value, ships move 61 percent of U.S.
international goods trade with Asia and 45 percent of U.S. international goods trade with Europe.
Today, China controls nearly a fifth of the world’s commercial shipping fleet. China can
influence the pricing and availability of ships for international trade through its greater than 50
percent market share of production. It produces over 70 percent of ship-to-shore cranes, 86
percent of intermodal chassis, 95 percent of shipping containers, and increasing shares of other
components and products.

The economic security risks that the U.S. economy, including U.S. firms, bear from these
dependencies and vulnerabilities, through their potential for disruption and coercion, burden or
restrict U.S. commerce.

Fourth, China’s targeting for dominance burdens or restricts U.S. commerce by
undermining supply chain resilience. The creation of dependencies increases risk for individual
firms, their workers, and communities. While one firm may wish to improve its resilience to
shocks by diversifying its sourcing (whether ships, shipping services, or logistics software from
another supplier), markets (including the firm’s customers) might not adequately reward the firm
for reducing risk, for example, through a price premium for its goods or services or increased
purchases. Further, if a firm wishes to diversify its sourcing, it might incur significant perceived
costs for doing so due to China’s artificially low prices. If its competitors do not also seek to
diversify, the firm would be absorbing increased cost and put at a competitive disadvantage. If
the firm does not, therefore, diversify, it is forced to absorb undue risk, reducing its resilience.
The concentration of supply and lack of alternative suppliers means that a disruption can bring
about supply chain failure that extends to entire economic sectors bringing significant economic
stress. High levels of market concentration in a segment of the supply chain, particularly at a
chokepoint, can also put a country at risk of others” weaponization of that market power. The
maritime, logistics, and shipbuilding sectors are key to ensuring the flow of U.S. commerce.
Dependencies and potential disruption of these sectors therefore undermine supply chain
resilience, increasing risks and potential costs. For these reasons, China’s targeting of the
maritime, logistics, and shipbuilding and sectors burdens or restricts U.S. commerce by
undermining supply chain resilience.

As the petitioners have noted, the entrenchment of China’s dominance means that U.S.
international trade would be “carried out on vessels made in China, financed by state-owned
Chinese institutions, owned by Chinese shipping companies, and reliant on a global maritime
and logistics infrastructure increasingly dominated by China.”

The results of this investigation indicate that:

(1) China’s targeting of the maritime, logistics, and shipbuilding sectors for dominance is
unreasonable.



(2) China’s targeting of the maritime, logistics, and shipbuilding sectors for dominance
burdens or restricts U.S. commerce.

The results of this investigation provide a basis for finding that responsive action is appropriate.
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I. Background

Section 301 of the Trade Act of 1974, as amended (the “Trade Act”) allows the U.S.
Trade Representative to address unfair foreign practices affecting U.S. commerce. The Section
301 provisions of the Trade Act provide a domestic procedure through which interested persons
may petition the U.S. Trade Representative to investigate a foreign government’s act, policy, or
practice and take appropriate action. The U.S. Trade Representative also may self-initiate an
investigation.

A. Summary of the Petition

On March 12, 2024, five labor unions' filed a Section 301 petition regarding the acts,
policies, and practices of China to dominate the maritime, logistics, and shipbuilding sector.?
The petition was filed pursuant to Section 302(a)(1) of the Trade Act, requesting action pursuant
to Section 301(b).

Petitioners allege that China targets the maritime, logistics, and shipbuilding sector for
dominance and engages in a wide range of unreasonable or discriminatory acts, policies, and
practices that provide unfair advantages across maritime industries, such as shipbuilding,
shipping, and maritime equipment, including: implementing industrial planning and policies that
are designed to unfairly capture market share, distort global markets, and advantage Chinese
enterprises; directing mergers and anticompetitive activities; providing non-market advantages to
Chinese firms to dominate key upstream inputs and technologies; providing advanced financing
mechanisms advantaging Chinese industry; creating a Chinese network of upstream suppliers,
foreign ports and terminals, shippers, and equipment and logistics software that allow
advantageous use of information; tolerating intellectual property theft and industrial espionage;
and controlling shipping freight rates and capacity allocations. The petitioners also aver that
China threatens to discriminate against U.S. commerce and disrupt supply chains.

Petitioners allege that China’s acts, policies, and practices burden or restrict U.S.
commerce by: dramatically increasing China’s shipbuilding excess capacity and global market
share, contributing to declines in U.S. shipbuilding capacity, production, and market share;
artificially depressing prices, which makes it more difficult for U.S. companies to compete for
sales; impeding U.S. investment, production, and employment; reducing the number of U.S.-
produced ships in the domestic and global merchant fleets; and providing unfair advantages and
preferences that burden or restrict trade in inputs, and burden or restrict trade opportunities for
upstream inputs and downstream industries. In addition, the petitioners assert that China
threatens to undermine U.S. national and economic security.

! The five petitioners are the United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and
Service Workers International Union, AFL-CIO CLC (USW), the International Brotherhood of Electrical Workers
(IBEW), the International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, Forgers and Helpers,
AFL-CIO/CLC (IBB), the International Association of Machinists and Aerospace Workers (IAM), and the Maritime
Trades Department of the AFL-CIO (MTD).

2 The full text of the petition and accompanying exhibits are available at: Section 301-China-Targeting the Maritime,
Logistics, and Shipbuilding Sectors for Dominance, https://ustr.gov/issue-areas/enforcement/section-301-
investigations/section-301-china-targeting-maritime-logistics-and-shipbuilding-sectors-dominance.



B. Initiation of the Investigation

Pursuant to Section 302(a)(2) of the Trade Act, the U.S. Trade Representative reviewed
the allegations in the petition, and after receiving the advice of the Section 301 Committee, the
U.S. Trade Representative determined to initiate an investigation regarding the issues raised in
the petition. On April 17, 2024, the U.S. Trade Representative requested consultations with the
government of China pursuant to Section 303(a) of the Trade Act. The government of China has
declined to hold consultations regarding the investigation under the statutory framework.

C. Section 301 Statutory Background

This investigation was initiated pursuant to Section 301(b) of the Trade Act. Under
Section 301(b), actionable matters include acts, policies, and practices of a foreign country that
are unreasonable or discriminatory and burden or restrict U.S. commerce.’

Section 301 provides that an “unreasonable” act, policy, or practice includes an act,
policy, or practice that “while not necessarily in violation of, or inconsistent with, the
international legal rights of the United States is otherwise unfair and inequitable.”* Further:

Acts, policies, and practices that are unreasonable include, but are not limited to,
any act, policy, or practice, or any combination of acts, policies, or practices, which-

(1) denies fair and equitable-
(I) opportunities for the establishment of an enterprise,

(IV) market opportunities, including the toleration by a foreign government of
systematic anticompetitive activities by enterprises or among enterprises in the
foreign country that have the effect of restricting, on a basis that is inconsistent with
commercial considerations, access of United States goods or services to a foreign
market,

(i) constitutes export targeting, [or]
(1i1) constitutes a persistent pattern of conduct that-

(I) denies workers the right of association,

(IT) denies workers the right to organize and bargain collectively,

(III) permits any form of forced or compulsory labor,

(IV) fails to provide a minimum age for the employment of children, or

(V) fails to provide standards for minimum wages, hours of work, and
occupational safety and health of workers|[.]°

Under the statute, the term “export targeting” means “any government plan or scheme consisting
of a combination of coordinated actions (whether carried out severally or jointly) that are
bestowed on a specific enterprise, industry, or group thereof, the effect of which is to assist the

3 See Section 301(b)(1).
4 See Section 301(d)(3)(A).
5 See Section 301(d)(3)(B).



enterprise, industry, or group to become more competitive in the export of a class or kind of
merchandise.”®

Section 301 also provides that “discriminatory” includes “any act, policy, and practice
which denies national or most-favored nation treatment to United States goods, services, or
investment.”’

The statute provides that an act, policy, or practice of a foreign country that burdens or
restricts U.S. commerce may include “the provision, directly or indirectly, by that foreign
country of subsidies for the construction of vessels used in the commercial transportation by
water of goods between foreign countries and the United States.”®

Pursuant to Section 304 of the Trade Act, the U.S. Trade Representative will determine
on the basis of the investigation whether any act, policy, or practice described under Section
301(b) exists. If that determination is affirmative, the U.S. Trade Representative will determine
whether action is appropriate, and if so, what action to take.’

D. Input from the Public

The Office of the United States Trade Representative (USTR) provided the public and
interested persons with opportunities to present their views through a public comment process
and through a public hearing. On May 29, 2024, the Section 301 Committee held a public
hearing in the main hearing room of the U.S. International Trade Commission. Witnesses with
varied interests and perspectives testified and responded to questions from the interagency
Section 301 Committee, including representatives of U.S. companies and workers, trade and
professional associations, think tanks, and representatives of trade and professional associations
headquartered in China. The transcript of the hearing is available on USTR’s website.! USTR
received more than 40 comments and rebuttal comments.!! Some comments pertained to other
investigations and were not germane to this investigation.

E. Importance of the U.S. Maritime, Logistics, and Shipbuilding Sectors to the
U.S. Economy

U.S. law has long reflected the importance of U.S. shipbuilding, shipping, and logistics to
U.S. economic security. The Merchant Marine Act of 1936, codified 46 U.S.C. § 5101, states

6 See Section 301(d)(3)(E).

7 See Section 301(d)(5).

8 See Section 301(d)(2).

9 See Section 304(a)(1)(B).

19 Hearing on Section 301 Investigation: China’s Acts, Policies, and Practices Targeting the Maritime, Logistics,
and Shipbuilding Sectors for Dominance, Before the Section 301 Committee, https://ustr.gov/sites/default/files/
Hearing%2005292024.pdf.

' Request for Comments on the Section 301 Investigation of China’s Acts, Policies, and Practices Targeting the
Maritime, Logistics, and Shipbuilding Sectors for Dominance, U.S. TRADE REPRESENTATIVE,
https://comments.ustr.gov/s/docket?docketNumber=USTR-2024-0005.



that it is the policy of the United States to maintain sufficient domestic shipbuilding, shipping,
and logistics capacity to sustain U.S. commerce:

It is necessary for the national defense and the development of the domestic and
foreign commerce of the United States that the United States have a merchant
marine—

(1) sufficient to carry the waterborne domestic commerce and a substantial part of
the waterborne export and import foreign commerce of the United States and
to provide shipping service essential for maintaining the flow of the waterborne
domestic and foreign commerce at all times,

(2) capable of serving as a naval and military auxiliary in time of war or national
emergency,

(3) owned and operated as vessels of the United States by citizens of the United
States;

(4) composed of the best-equipped, safest, and most suitable types of vessels
constructed in the United States and manned with a trained and efficient citizen
personnel; and

(5) supplemented by efficient facilities for building and repairing vessels. '?

As this report will discuss: China’s targeted dominance of the maritime, logistics, and
shipbuilding sectors is a key factor that contributes to the United States not being able to achieve
shipbuilding and shipping sectors of the magnitude or size necessary to “carry the waterborne
domestic commerce and a substantial part of the waterborne export and import foreign
commerce of the United States and to provide shipping service essential for maintaining the flow
of the waterborne domestic and foreign commerce at all times.”!* Likewise, China’s control
over ports, logistics, and maritime shipping creates risks for competitors, potential competitors,
and customers alike.

Nevertheless, the maritime, logistics, and shipbuilding sectors significantly contribute to
U.S. commerce.'* In 2022, ships moved 44.6 percent of U.S. international trade by value ($2.3
trillion) and 78.6 percent of U.S. international trade by weight (1.6 billion tons).!> Ships move
61 percent of U.S. international trade with Asia and 45 percent of U.S. international trade with
Europe by value. !¢

1246 U.S.C. § 50101 (emphasis added); see also Merchant Marine Act, 1920, 41 Stat. 988 (Jun. 5, 1920).

136 U.S.C. § 50101.

14 Karin Gourdon & Christian Steidl, Global value chains and the shipbuilding industry, OECD SCI., TECH. & IND.
WORKING PAPERS 2019/08 (Nov. 14, 2019) at 15-16, https://www.oecd-ilibrary.org/science-and-technology/global-
value-chains-and-the-shipbuilding-industry 7¢94709a-en (citing Joachim Brodda, The Shipbuilding and Offshore
Marine Supplies Industry, Organisation of Economic Co-operation and Development [Aereinafter “OECD”’]
Workshop on Shipbuilding and the Offshore Industry (Nov. 24, 2014), https://web-archive.oecd.org/2014-11-
27/330699-oecd-shipbuilding-workshop-brodda.pdf); MARTIN STOPFORD, MARITIME ECONOMICS (2nd ed., 2003).
15 Int’l Freight Gateway, BUREAU OF TRANSP. STATISTICS, U.S. DEP’T OF TRANSP., https://data.bts.gov/stories/s/
International-Freight-Gateways/4s7k-yxvu.

16 1d.



According to estimates by the U.S. Maritime Administration (MARAD), the U.S. private
shipbuilding and repair industry directly provided 107,108 jobs, $9.9 billion in labor income, and
$12.2 billion in gross domestic product in 2019.!7 There are 154 private shipyards in the United
States, spread across 29 states and the U.S. Virgin Islands.'® In addition, there are more than 300
shipyards engaged in ship repairs or capable of building ships.!* Average labor income per job
in the U.S. private shipbuilding and repair industry was approximately $92,770 in 2019, which
was 49 percent higher than the national average for the private sector economy.?’ U.S.
shipbuilders delivered 608 vessels of all types in 2020, including 15 deep-draft vessels and 5
large oceangoing barges. The majority of these 608 vessel deliveries were inland dry cargo or
tank barges and tugs and towboats.?! U.S. shipbuilders delivered only four bulk vessels in 2024,
the equivalent of 29,796 compensated gross ton (CGT), down from seven bulk vessels in 2023,
or 73,359 CGT.*

The importance of the shipbuilding and repairing industry to the U.S. economy goes
beyond the direct employment, labor income, and gross domestic product (GDP) that the sector
generates. Companies in the shipbuilding and repair industry purchase inputs from domestic
industries (indirect impact), and employees spend their incomes supporting the local and national
economies (induced impact).?? According to MARAD’s estimates, on a nationwide basis—
including direct, indirect, and induced impacts—the industry supported 393,390 jobs (107,180
direct, 276,100 indirect, 10,110 capital-related), $28.1 billion of labor income, and $42.4 billion
in GDP in 2019.2* Each direct job in the U.S. private shipbuilding and repair industry is
associated with another 2.67 jobs in other parts of the U.S. economy; each dollar of direct labor
income and GDP in the U.S. private shipbuilding and repairing industry is associated with
another $1.82 in labor income and $2.48 in GDP, respectively, in other parts of the U.S.
economy.?

171d. at 1. In 2023, the U.S. shipbuilding industry directly employed 105,652 people. U.S. MARITIME ADMIN.
[hereinafter “MARAD”], Fact Sheet — U.S. Domestic Shipbuilding (Jul. 2024),
https://www.maritime.dot.gov/sites/marad.dot.gov/files/2024-
07/FACT%20SHEET%20for%20DOMESTIC%20SHIPBUILDING%20%28JULY %202024%29 0.pdf.

8 MARAD defined the U.S. private shipbuilding and repair sector as comprised of enterprises that are engaged in
operating shipyards, which are fixed facilities with drydocks and fabrication equipment. Shipyard activities
included ship construction, repair, conversion and alteration, as well as the production of prefabricated ship or barge
sections as well as other specialized services. The sector also included manufacturing and other facilities outside of
the shipyard, which provide parts or services for shipbuilding activities within a shipyard.

19 U.S. MARITIME ADMIN., ECONOMIC IMPORTANCE OF U.S. PRIVATE SHIPBUILDING & REPAIRING INDUSTRY 2 (Mar.
30, 2021) (hereinafter “ECONOMIC IMPORTANCE OF U.S. PRIVATE SHIPBUILDING”).

07d. at9.

21 Id. at 11.

22 Based on data from Clarksons Research.

B Id. at 3.

24 According to recent statistics from the annual Marine Economy Satellite Account, released by two Department of
Commerce agencies — the National Oceanic and Atmospheric Administration and the Bureau of Economic Analysis,
the “marine economy” contributed a total of $476 billion in economic impact in 2022, making up nearly 2 percent of
the nation’s GDP, with ship and boat building contributing $20 billion in economic impact, up 14.6 percent
compared to 2021. U.S. marine economy continues upward trend , NAT’L OCEANIC & ATMOSPHERIC ADMIN. (June
6, 2024), https://www.noaa.gov/news-release/us-marine-economy-continues-upward-trend; see also ECONOMIC
IMPORTANCE OF U.S. PRIVATE SHIPBUILDING at 1.

25 ECONOMIC IMPORTANCE OF U.S. PRIVATE SHIPBUILDING at 2.



The supply chain for shipbuilding includes components and inputs such as paints, steel
plates, copper tubing, aluminum, iron castings, electronics, electrical wires, and data cables,
among others. In the United States, these inputs accounted for 34.1 percent of total shipbuilding
industry costs in 2019.2° Research and development, insurance, security, cleaning costs,
equipment repairs, and site maintenance, accounted for an estimated 34 percent of total industry
costs. Labor wages accounted for 26.9 percent of industry costs, with depreciation, rent, and
utilities accounting for the remaining 5.0 percent of industry costs in 2019.%”

Maritime logistics, including U.S. seaports, also play a significant role in the
U.S. economy. According to the American Association of Port Authorities, in 2023, the
U.S. port and maritime industry supported 21.81 million jobs, including 1,000,000 port and
maritime workers, 714,000 jobs at suppliers, 803,000 jobs supported by consumer spending, and
19.27 million jobs facilitated by goods that move through ports. The U.S. port and maritime
industry also supported $2.89 trillion in economic activity and $1.79 trillion in wages and
benefits. The average wages of a port and maritime worker were $98,000, higher than the
average wages of a U.S. worker.?® According to the Bureau of Transportation Statistics, the
nation’s ports handled 42.9 percent (over $2.28 trillion) of U.S. international trade by value
2022.%° An independent research organization estimates that over $6 billion in cargo is handled
every week by U.S. ports, with an annual economic activity value of $5.4 trillion.*°

Figure 1: Number of the U.S. Flag Merchant Fleet Vessels*!
300

250
200
150

100

Number of Vessels

50

2% Id. at 12.

27 Id. at 12.

28 U.S. PORTS & MARITIME INDUSTRY ECONOMIC CONTRIBUTION REPORT., AM. ASSOC. OF PORT AUTHORITIES (Oct.
2024), https://aapa.cms-plus.com/files/AAPA%SFFINAL%20EIS%S5FFOR%20PRINT.pdf.

2 Port Performance Freight Statistics. BUREAU OF TRANSPORTATION STATISTICS. U.S. DEP’T OF TRANSPORTATION
(Jan. 2024), https:/Awvww.bts.gov/sites/bts.dot.gov/files/2024-01/2024_Port_Performance Report 0.pdf.

30 1.isa Wynnyk, Chinese Technology Influence in U.S. Seaports, MITRE (Feb. 13, 2024),
https://www.mitre.org/news-insights/publication/chinese-technology-influence-us-seaports.

3! Number and Size of the U.S. Flag Merchant Fleet and Its Share of the World Fleet (Oceangoing Self-Propelled,
Cargo-Carrying Vessels of 1,000 Gross Tons and Above), BUREAU OF TRANS. STATISTICS, U.S. DEP’T OF TRANS.
(May 21, 2024), https://www.bts.gov/content/number-and-size-us-flag-merchant-fleet-and-its-share-world-fleet.
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The United States is reported to be the number four ship-owning nation, with $99.9
billion in assets as of February 2024, which is an increase of $1.0 billion from February 2023.%
The United States is dominant in cruise ship ownership and prominent in roll-on/roll-off vessel
ownership. In 2022, U.S. nationals owned 1,758 total commercial vessels, including 771 vessels
registered under the U.S. flag and 978 registered under a foreign flag, accounting for 7.41
percent of the world fleet by value and 2.3 percent of the world fleet by dead weight ton
(DWT).* According the Bureau of Transportation Statistics, as of 2024, there are 185
oceangoing, cargo-carrying vessels of 1,000 gross tons and above that are U.S. flagged, which is
down from 274 vessels in 2000.%*

Despite the importance of shipping, logistics, and shipbuilding to the healthy functioning
of U.S. commerce and U.S. national security, including U.S. economic security—the U.S.
shipbuilding and shipping industries are shadows of their former selves. During World War II,
the United States had amassed large fleets of navy and commercial ships, as well as a large
shipbuilding sector:

The United States had 8 naval shipyards and at least 64 private-sector shipyards
that were actively building large naval or merchant ships. Of the 64 private-sector
yards, 24 had been major shipbuilders before the war, 20 had been established or
expanded by the Navy for the naval shipbuilding program, and 20 had been
established or expanded by the U.S. Maritime Commission for the merchant
shipbuilding program.*’

Throughout the 1950s and subsequent decades, American workers and industry created
new, innovative visions for the global and maritime economy. For example, in the 1950s, U.S.
entrepreneurs pioneered the development of containerized shipping, developing the system of
shipping containers, box-ships, and ship-to-shore cranes that we use today.*® In 1970, the United
States was the world’s sixth largest flag of registration.>’ Today, the United States is 22nd.
U.S. ships carry only a small share of international trade—for example, the largest U.S. maritime
transport company ranks only 28th globally, carrying approximately 0.2 percent of global
container traffic.

The United States also developed some of the earliest innovations in the transportation
and use of liquified natural gas (LNG). The history behind the world’s first LNG ship is a
chapter in the history of U.S. innovation. At the end of World War II, the M.V. Marline Hitch

32 Top 10 Shipowning Nations, CONTAINER NEWS (Feb. 28, 2024), https://container-news.com/top-10-shipowning-
nations/.

33 U.N. TRADE AND DEVELOPMENT [hereinafter “UNCTAD”], REVIEW OF MARITIME TRANSPORT 2023 at Tables 2.5
& 2.6.

34 Number and Size of the U.S. Flag Merchant Fleet and Its Share of the World Fleet (Oceangoing Self-Propelled,
Cargo-Carrying Vessels of 1,000 Gross Tons and Above), BUREAU OF TRANS. STATISTICS, U.S. DEP’T OF TRANS.
(May 21, 2024), https://www.bts.gov/content/number-and-size-us-flag-merchant-fleet-and-its-share-world-fleet.

35 Tim Colton & LaVar Huntzinger, A BRIEF HISTORY OF SHIPBUILDING IN RECENT TIMES, CEN. FOR NAVAL
ANALYSES (2002).

36 See generally MARC LEVINSON, THE BOX: HOW THE SHIPPING CONTAINER MADE THE WORLD SMALLER AND THE
WORLD ECONOMY BIGGER (2016).

37 UNCTAD REVIEW OF MARITIME TRANSPORT, 1970.



was built in Duluth Minnesota. It was delivered in 1945 as a U.S. government cargo vessel. In
the late 1950s, an opportunity arose to sell LNG to the United Kingdom. A U.S. company
worked with the British Gas Council to develop the first ocean shipping system for LNG. In
1958, the M.V. Marline Hitch was converted to carry LNG, and was renamed the M.V. Methane
Pioneer. On January 25, 1959, the M.V. Methane Pioneer left the Calcasieu River on the
Louisiana Gulf for the United Kingdom, carrying the world’s first ocean cargo of LNG.3*

In the 1970s, the U.S. government encouraged U.S. shipyards to build LNG carrying
vessels. From 1977 through 1980, U.S. shipyards built 16 LNG carriers. Of those, 11 vessels
were built with the support of Construction Differential Subsidies, and 5 were built without
support from that program. All 16 vessels were built for the purpose of conducting international
trade.*

In 1975, U.S. shipbuilders were building more than 70 commercial ships, and in 1980,
180,000 workers were employed in private shipyards and repair facilities.** In the 1980s, the
United States ended programs that provided subsidies for the construction and operation of ships
engaged in international trade.*! In its place, the U.S. administration at that time set a goal of
building a 600-ship Navy, and the next U.S. administration issued a National Security Directive
reaffirming that:

Sealift is essential both to executing this country’s forward defense strategy and
to maintaining a wartime economy. The United States’ national sealift objective
is to ensure that sufficient military and civil maritime resources will be available
to meet defense deployment, and essential economic requirements in support of
our national security strategy. The broad purpose of this directive is to ensure that
the [U.S.] maintains the capability to meet sealift requirements in the event of
crisis or war.*

Toward this end, the directive established several policy guidelines, including:

1. The [U.S.]-owned commercial ocean carrier industry, to the extent it is capable,
will be relied upon to provide sealift in peace, crisis, or war. . . .

2. We must be prepared to respond unilaterally to security threats in geographic
areas not covered by alliance commitments. Sufficient [U.S.]-owned sealift
resources must be available to meet requirements for such unilateral response.

38 Peter G. Noble, A Short History of LNG Shipping, 1959-2009, available at https://higherlogicdownload.s3.ama
zonaws.com/SNAME/1dcdb863-8881-4263-af8d-530101164412/UploadedFiles/c3352777fcaadc4daa8f125¢c0a7¢03
€9.pdf.

3 Tim Colton, LNG Carriers Built in U.S. Shipyards, SHIPBUILDING HISTORY (Apr. 16. 2020), http://shipbuilding
history.com/shipssincewwii/3Ingcs.htm.

40 See Decline in U.S. Shipbuilding Industry: A Cautionary Tale of Foreign Subsidies Destroying U.S. Jobs, ENO
CEN. FOR TRANSP. (Sept. 1, 2015), https://enotrans.org/article/decline-u-s-shipbuilding-industry-cautionary-tale-
foreign-subsidies-destroying-u-s-jobs.

4 COLTON & HUNTZINGER at 18.

42 Nat’1 Sec. Dir. 28 (Oct. 5, 1989).



3. In addition to the [U.S.] flag fleet[,] we will continue to rely on U.S.-owned
(Effective [U.S.] Controlled) and allied shipping resources to meet strategic
commitments to our established alliances.*?

The directive also directed the Department of State, the Department of Transportation,
and USTR to “ensure that international agreements and federal policies governing use of foreign
flag carriers protect our national security interests and do not place [U.S.] industry at an unfair
competitive disadvantage in world markets.”* Lastly, the directive states that “[U.S.]
government policies and programs shall provide for an environment which fosters the
competitiveness and industrial preparedness of all industries including the maritime industry.”*’

However, just five years later:

[E]mployment fell by a third, and the number of active shipyards was reduced by
40 percent. . . . With no commercial work to fall back on, the competition for
naval shipbuilding was so desperate that it effectively drove at least three major
long-established shipbuilders—[Fore River Shipyard] (Quincy[,] MA), Sun
Shipbuilding (Chester[,] PA), and Bethlehem Steel (Sparrows Point[,] MD)—out
of the business, leaving the work concentrated in only six shipyards, none of
which were making any money from building merchant ships.*

In the 1990s, it was believed that increases in world ship production and total cargo
carrying capacity, coupled with competitive advantages in specialty markets such as naval,
dredge, and high-speed ferry markets would aid a nascent recovery process for U.S. maritime
industries such as shipbuilding and shipping.

By 2000, there were glimmers of hope for industries in these sectors. For example, one
report identified that in the United States:

[T]here were 149 commercial vessels on order with an estimated value of almost
$4 billion. The highest-priced commercial items currently on order in the United
States include[d] cruise ships, various deepwater and submersible vessels, and oil
tankers. Two cruise ships priced at $440 million each are on order from Ingalls,[*"]
while Avondale will gross almost $500 million from its first three double-hulled oil
tankers and an additional $400 million for its next two. NASSCO will be
constructing three $210 million tankers and two $150 million [roll-on/roll-off]
ships over the next five years. Friede Goldman Offshore landed six semi-
submersible (oil rig) orders worth about $700 million, and AMFELS is committed
to build two construction vessels, each priced at over $100 million. Kvaerner

BId. at 1-2.

“Id at2.

$Id.

4 Id. at 18.

47 The cruise ship would be cancelled approximately a year later, impacting nearly 1,250 workers’ jobs. See Ingalls
Pulls the Plug on Cruise Ships, WLOX (Nov. 2, 2001), https://www.wlox.com/story/530906/ingalls-pulls-the-plug-
on-cruise-ships/.



Philadelphia is working on a $70 million containership, which does not yet have a
buyer.*®

Yet, these U.S. sectors were about to face new, stiff headwinds.

Figure 2: U.S. Vessel Deliveries*’
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After China acceded to the World Trade Organization (WTO) in 2001, imports of
Chinese goods surged into the United States and Chinese imports displaced nearly one million
American manufacturing jobs—a development commonly referred to as the “China Shock”.>® A
more recent examination assessed that:

[[Jmport penetration from China, which increased at an average rate of 0.89%
between 2000 and 2012, accounted for 59.3% of all manufacturing job losses in the
U.S. between 2001 and 2019. . . Manufacturing job losses caused by the China trade
shock converted nearly one for one into long-term unemployment.!

The China Shock harmed factory towns across the United States, with job losses often
geographically concentrated in hard-hit communities. The same study found that, despite
decreases in consumer prices due to trade, 82 commuting zones comprising 6.3 percent of the
U.S. population continue to experience net declines in real incomes due to the China Shock.>?

48 U.S. DEPARTMENT OF COMMERCE OFFICE OF STRATEGIC INDUS. & ECON. SEC. STRAT. ANALYSIS DIVISION NAT’L
SEC. ASSESSMENT OF THE U.S. SHIPBUILDING AND REPAIR INDUSTRY 28 (2001).

4 Based on data from Clarksons Research.

30 David H. Autor, David Dorn, Gordon Hanson, The China Shock: Learning fiom Labor-Market Adjustment to
Large Changes in Trade, 38 ANNUAL REVIEW OF ECONOMICS 205, 227 (2016).

5! David Author, David Dorn, & Gordon H. Hanson, The China Shock and Its Enduring Effects, STANFORD CEN. ON
CHINA’S ECON. AND INSTIT. (Oct. 1, 2022), https://fsi9-prod.s3.us-west-1.amazonaws.com/s3fs-public/202212/
china_shock enduring effects 10.1.22.pdf.
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As China doubles down on manufacturing amid slowing domestic demand, some observers warn
that a “China Shock 2.0” could be coming as Beijing seeks to export overproduction.>?

U.S. maritime industries and sectors have not been immune. A number of U.S. shipyards
have been forced to close as cheap Chinese ships have flowed into the global market. For
example, Bender Shipbuilding in Mobile, Alabama declared bankruptcy and was sold in 2009,
and delivered its last ship in 2012.>* Avondale Shipyards in New Orleans, Louisiana announced
it was closing in 2010 and delivered its last ship in 2014.% U.S shipbuilding employment has
seen a corresponding impact. From 2008 to 2021, the number of shipbuilding and repair
production workers in the United States fell by 14.9 percent and the number of production hours
worked fell by 19.5 percent.>® Similarly, as fewer ships were built, U.S. domestic steel
shipments to the shipbuilding and marine equipment industries decreased:

Figure 3: U.S. Domestic Steel Shipments to Shipbuilding and Marine Equipment
Industries>’
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Nearly 50 years after the United States stopped taking actions to level the playing field in
the shipbuilding and shipping sectors, the number of commercial shipyards in the United States
has plunged, tens of thousands of jobs have been lost, and the United States now produces only a
fraction of one percent of the world’s commercial vessels, falling to 16th place globally.

33 Jacky Wong, China Shock 2.0 Will Be Different, WALL ST. J. (Apr. 11, 2024), https://www.ws]j.com/world/china/
china-shock-2-0-will-be-different-027d5d30.

34 Mobile’s Bender Shipyard to Change Hands; Company Sought Bankruptcy Protection in Early July, AL.COM
(Oct. 1, 2009), https://www.al.com/press-register-business/2009/10/bender_shipyard to change hand.html; Bender
Shipbuilding, SHIPBUILDING HISTORY (Oct. 8, 2020), http://shipbuildinghistory.com/shipyards/large/bender.htm.

3 Avondale Shipyard Sold, Now Called Avondale Marine, WORKBOAT (Oct. 4, 2018),
https://www.workboat.com/shipbuilding/avondale-shipyard-morph-into-avondale-marine; Avondale Shipyards,
SHIPBUILDING HISTORY (Dec. 26, 2020), http://shipbuildinghistory.com/shipyards/large/avondale.htm.

6 U.S. Census Bureau, “Annual Survey of Manufactures for NAICS 336611, Shipbuilding and Repair”.

57 American Iron and Steel Institute Annual Statistical Report.
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II. China’s Targeting of the Maritime, Logistics, and Shipbuilding Sectors for
Dominance

China has targeted the maritime, logistics, and shipbuilding sectors for dominance, both
domestically and globally, through industrial planning over the last three decades. China has
employed increasingly aggressive and specific targets in pursuing its dominance. In 2002, then-
Premier Zhu Rongji expressed ambitions for China to become the world’s largest shipbuilder,>®
and in 2003, Beijing declared shipbuilding a “pillar industry”.>® As early as 2003, China
expressed ambitions to become a Strong Maritime Nation, a Strong Shipbuilding Nation, and a
Strong Shipping Nation. These strategies encompassed efforts to dominate all facets of the
marine economy including the maritime, logistics, and shipbuilding sectors.®® China continues
to pursue these goals. When Chinese Communist Party (CCP) General Secretary Hu Jintao
mentioned China’s Strong Maritime Nation goals in the 18th Party Congress work report in
2012, it elevated the stature of this strategy.®! As recently as April 2022, President of the
People’s Republic of China (PRC) and CCP General Secretary Xi Jinping said, “Building a
Strong Maritime Nation is a major strategic task for realizing the great rejuvenation of the

Chinese nation”.%?

Top-down industrial planning and targeting is a critical feature of China’s state-led, non-
market economic system. China organizes the development of its economy at a high level
through broad, national-level five-year economic and social development