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Since 1988, the Agriculture Transportation Coalition — AgTC has been cited by the Journal of
Commerce as "the principal voice of agriculture exporters in US transportation policy.” We, as all US
exporters and importers, are deeply alarmed by the proposed actions in the current proceeding.
Federal Register notice. Today | provide specific examples of harm these actions would immediately
cause to US agriculture and large portions of our country.

The AgTC is comprised of U.S. agriculture and forest products exporters and importers nationwide - all
commodities, in every state in the country. AgTC’s mission is to make the agriculture export supply
chain affordable and dependable, assuring transportation service which allows U.S. ag exporters to be
competitive in the international market.

Virtually every ag export commodity is represented in the AQTC membership, including grain,
soybeans, corn, wine, citrus, pork, hides, beef, poultry, fresh fruit, grapes, nuts, dried fruit, dairy,
cotton, meats, vegetables, organics, processed foods, seeds, potatoes, frozen foods, hay, ag
chemicals, wine, rice, lumber, paper, for instance.

AgTC Mantra: “Nothing we produce in agriculture or forest products here in the US can’t also be
sourced from a foreign country; if we cannot deliver to our overseas customers affordably and
dependably, they will find alternative sources, and US ag loses that market.”

To complement the testimony and comments you are receiving from virtually all segments of the US
economy, my testimony today will focus on US exports, primarily agriculture. For two reasons:

First, the proposed remedies threaten the very existence of large segments of US agriculture,
by denying them the ability to continue to export.

Second, the Proposed Actions single out US exports for the most draconian measures, for
which compliance is unrealistic if not impossible, and that will inflict immediate irreversible
economic harm.

We agree with President Trump on the need to revitalize U.S. shipbuilding. The proposed remedies,
developed under the prior Administration, will decimate US exports. Thus we believe these measures
are not the way to achieve that goal. AgTC is willing, even eager to work with the U.S. shipbuilding
sector to explore the means to increase U.S. shipbuilding, without diminishing U.S. ag export
competitiveness.

The remedies include million-dollar fees imposed on Chinese-built or owned ships every time they enter

a U.S. port. The fee will also apply to any ship that is in a fleet with some Chinese-built vessels for have
Chinese-built vessels on order, regardless if the ship that is calling is either Chinese-built or owned.

Page 1 of 4


http://www.agtrans.org/

Agriculture Transportation Coalition Outline of Testimony

These fees will ultimately be borne by the exporters and importers on those ships. Yet it appears no
analysis was conducted by USTR as to the price sensitivity of global agriculture trade, the impact of
even small additional shipping costs, much less the draconian costs that would be imposed by the
million-dollar per ship call penalties.

It also appears that no analysis was done as to the fungible nature of the global agriculture trade. US
agriculture exports are already being substituted by agriculture from other countries. US agriculture is
already being hard-pressed to retain foreign customers, in the midst of imposition of retaliatory tariffs.
As can be said: “the hogs in China could give a damn if the soybeans come from the US or Brazil”.

How would the penalties be imposed on US exporters (and importers)? Ocean carriers will, as would
any service provider, pass along the cost of USTR’s proposed fees to their customers (cargo owners —
exporters and importers). It is estimated that the $1 million to $1.5 million penalty per port call, would
translate into $600 to $900 per container (either TEU or FEU) addition to the normal freight charge.

Below we provide examples how our AgTC Members’ exports will be knocked out of foreign
markets if these fees are imposed as proposed.

Almonds

To India

Competitor: Australia

301 penalty increases sale price from $3.15/Ib. to $3.17/Ib. - lose the sales

Forage (Alfalfa)

To Japan, China, Freight rate about $400 FEU

Competitors: Canada, Australia, Spain, Argentina

301 penalty increases sale price from $300/metric ton to $330 - lose the sales

Lumber -softwood (Douglas Fir)

To China

Competition: Chile, New Zealand, Scandinavia, Canada

301 penalty increases sales price from $500 cubic meter to $575 — lose the sales

Walnuts

To Japan, Netherlands

Competitors: Chile, China

301 penalty increases sale price from $4.15/Ib to $4.18 - lose the sales

Corn
To SE Asia.
Competitor: Brazil

By BASIS (includes Handling, Transportation, Loading etc.)
currently $1.40 bushel
301 penalty increases to $2.32 bu - lose the sales

By Sales Price:
301 Penalty increases the sale price from $8/bushel to $8.81 - lose the sales
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Soybeans Example A

To SE Asia.
Competitor: Brazil

By BASIS (includes Handling, Transportation, Loading etc.)
currently $1.70 bushel
301 penalty increases to $2.62 bu - lose the sales

By Sales Price:
301 Penalty increases the sale price from $12/bushel to $12.81 - lose the sales

Soybeans Example B

To Japan

Competitor: Canada

301 penalty increases sale price from $785/metric ton to $830/metric ton - lose the sales

Potatoes

To: Asia

Competitor: EU, Canada

301 Penalty increases sale price $14,000/container to $14,840 - lose the sales

#2 Yellow Corn

To Japan

Competitor: Brazil

301 Penalty increases sale price $158/ton to $184/ton - lose the sales

Unbleached Kraft Paper

To: SE Asia

Competitor: EU, Canada

301 Penalty increases the sale price from $1,000/metric ton to $1,040/metric ton - lose the sales

Unbleached Kraft Pulp

To: SE Asia

Competitor: EU, Canada, Asia, Latin America

301 Penalty increases the sale price from $690/metric ton to $730/metric ton - lose the sales

Wastepaper

To: SE Asia, North Asia (not China) India, EU, Latin America

Competition is global

Export sales could cease to exist. Supply would remain in the United States. After destroying
the domestic market price, tonnage that could not be absorbed in domestic market would likely
go into land fill.

Fewer ports: The ocean carriers, unfortunately but logically, have said they will reduce U.S, port calls,
consolidating to the fewest calls, with the largest ships, at the largest ports. Eliminating secondary port
calls, at smaller ports will hit agriculture exporters particularly hard. We depend on the more frequent
vessel calls at these many other ports around the country, often closer, more economically reached by
agriculture and forest products exporters.
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Bulk Vessel Shipping: While much agriculture ships by container vessels, much also ships by bulk
ships and breakbulk ships which are also predominantly being manufactured in Chinese shipyards.
Corn, wheat, grains, soybeans in vast quantities are shipped on these vessels. If anything, even more
price sensitive than containerized shipping. We face intense competition for bulk commodities sold to
our most significant foreign customers.

For agriculture and forest products, particularly concerning: U.S. exporters to be required to
export an increasing percentage of goods on U.S.-owned, operated and eventually U.S.-built
vessels.

First, unfortunately, no such vessels suitable for international commercial shipping exist today. If they
were available at a reasonable cost, U.S. exporters, including agriculture, would already be using this
option. Carriers serving the US during the COVID supply chain crisis were desperately seeking any
ships, even those that were not of the size and efficiency that commercial shipping requires. They were
not to be found.

Second, studies, such as that submitted to USTR in the current 301 proceeding, entitled The Economic
Effects of Proposed Action in the Section 301 Investigation of China’s Maritime, Logistics, and
Shipbuilding Policies and Practices make it abundantly clear that the price of building such ships in US
shipyards could only be accommodated with millions if not billions of government subsidy. Even more
debilitating, the time to complete construction would be years away, during which time US agriculture,
without vessel availability, would have lost all international markets.

Third, without these ships, compliance with the mandate to ship a percentage of exports on US flag and
US built ships is not impossible.
o Atleast 1% of U.S. exports shipped on U.S. flag-vessels for the first two years,
3% after two years,
5% after three years,
15% after 7 years.

o O O

But even if somehow such ships were to suddenly somehow appear, how in the world would this
percentage requirement be allocated among exporters and export cargo? Who, among all exporters
would be required to ship on the US ship? Whose cargo, which cargo? How to choose among chilled
pork, bulk soybeans, logs, lumber, hay? How does one select? Then how is it conveyed in the required
modes for international shipping -- rail, port, truck, though marine terminals, then onto ships? This
proposal does not reflect any familiarity how cargo moves.

In conclusion, the nation’s agriculture exporters, are united in concern and opposition to the Proposal,
in concept and format. We are not opposed to the objective, but we are not willing to sacrifice America’s
agriculture and the communities throughout the country that would be economically distressed or
worse, by a plan such as the present, that would eliminate our ability to sell agriculture outside our own
borders.

Thank you,

Peter Friedmann

Executive Director
Agriculture Transportation Coalition (AgTC)
Info@AgTrans.orqg
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