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In today’s political climate, any
case for protecting jobs and indus-
tries in the United States will get a
hearing, particularly when China is
involved. The danger is that the U.S.
government’s unilateral and narrow
approach to protection solutions may
have unintended consequences for
both U.S. industries and consumers.

The current shrimp antidumping
case, for example, may make China
an even more competitive shrimp ex-
porter, while doing nothing to increase
competitiveness, productivity, growth,
or jobs in the U.S. shrimp industry.

The Problem
On July 6, the U.S. Department of

Commerce (DOC) announced prelim-
inary import tariff determinations
for China with margins ranging 0-
112.81%. The wide range in tariffs is
the first indication that something
may be amiss with the analytical
model used to determine “damage.”
Processors sourcing from the same
production area have received wide-
ly varying tariffs, despite facing the
same costs for raw material.

What is the basis for the tariff de-
terminations? For China, DOC uses
a surrogate country – in this case India
– to determine costs of production,
rather than analyzing the actual costs
faced by producers in China. This
practice is based on the argument
that since China is a “nonmarket
economy,” its industry benefits from hid-
den government subsidies that can-
not be quantified, but reduce costs and
allow producers to compete unfairly.

Based on this approach, it is almost
impossible to determine whether
shrimp are exported to the U.S. below
the domestic Chinese market price.
There is a wide margin for interpre-
tation by trade officials about what
constitutes damage.

Is it possible to determine the real
costs of production in nonmarket
economies? The unequivocal answer
is yes. The World Bank, which has op-
erated in China since the late 1970s,
has developed a methodology for an-
alyzing production costs based on ex-
tensive knowledge of the sector, and
national and local economic policies.
There is no apparent reason why this
model could not be used for analysis.

The Reality
What is the reality of the Chinese

shrimp market? In 2003, China pro-
duced an estimated 370,000 mt of
shrimp, with approximately 66% of
the total consumed in the domestic
market and the remaining 33% ex-
ported from China. A volume of 80,909
mt was exported to the United States
in 2003.

The primary source of exported,
farm-raised white shrimp in China

is small producers who generally have
less then 5 ha in cultivation in the
Guangdong, Hainan, and Guangxi
provinces of China. These farmers
generally sell through the regional
wholesale market located in Zhang-
jiang, Guangdong. Prices rise and fall
according to supply and demand for
head-on shrimp. A domestic buyer in
the market pays the same amount
for 20/30 head-on shrimp as a pro-
cessing plant that freezes the prod-
uct for the export market.

Do Chinese producers benefit un-
fairly from government policies? More
analysis is needed on this issue, but
it is clear the policies can be both
beneficial and detrimental.

For example, Chinese shrimp pro-
ducers face an average 8% special
products tax that must be paid to the
local government. At the same time,
according to some U.S. buyers, the
majority of small shrimp farmers
with which they do business do not
have access to government loans,
and frequently finance themselves
or make arrangements through their
families or communities at higher
than market interest rates.

The Solution?
DOC’s analytical model for deter-

mining production costs in China
needs reconsideration. More infor-
mation and analysis are necessary
to establish a realistic and objective
basis for making antidumping deter-
minations for China. But even as-
suming they happen, does the pro-
posed remedy – tariffs – truly address
the problems faced by U.S. shrimpers?

Finding a solution to the chal-

High-tariff shrimp packers in China will likely shift their product mix toward
seafood items that do not fall within the scope of the antidumping suit.

Unintended Effects:
Antidumping Tariffs 
Could Increase 
China’s 
Competitiveness

Andrew Kaelin is managing director
of AIS Aqua Foods, Inc., a major pro-
ducer, processor, and importer of farm-
ed fish and seafood products from
China, Indonesia,  and Panama.

Cecilia Ciepiela is president of AIS
Development, LLC, an economic de-
velopment consulting firm that pro-
vides technical services in fisheries,
aquaculture, and coastal resources
management to developing countries,
with a focus on rural poverty allevia-
tion and market development.

Industry Insider

14 August 2004 GLOBAL AQUACULTURE ADVOCATE

C
op

yr
ig

ht
 ©

 2
00

4,
 G

lo
ba

l A
qu

ac
ul

tu
re

 A
lli

an
ce

. D
o 

no
t r

ep
ro

du
ce

 w
ith

ou
t p

er
m

is
si

on
.



lenges of the U.S. shrimp industry
requires a proper definition of the
problem, which the current process
simply does not do. The DOC method-
ology is not only inaccurate, it does
not target key competitive issues for
the U.S. shrimp industry beyond po-
tential dumping because it fails to
take into account the practices of
the industry itself.

Nor does it look at the collateral
damage that tariffs on shrimp trade
from China could have on other U.S.
industries whose jobs depend on
competitively priced shrimp supplies.
And, of course, it ignores the impacts
on consumers.

The disconnect between the prob-
lem (low productivity) and the “cure”
(tariffs) was shown graphically in a
recent report by Lou Dobbs, a Cen-
tral Network News (CNN) reporter.
The CNN reporter accompanied a
shrimp boat captain on his diesel-
powered shrimp trawler, whose nets
repeatedly turned out few shrimp
and an abundance of by-catch. In ad-
dition to these challenges, the report
highlighted the competitive advan-
tages of aquaculture in supplying
the market with quantity and consis-
tency.

With no ability to increase pro-
duction due to the finite natural re-
source, no investment in domestic
aquaculture, and no ability to reduce
costs, will the U.S. shrimp industry
really see growth and jobs froman-
tidumping tariffs? Will U.S. shrimp
farmers be able to increase their cur-
rent market share of 10%?  

The Reaction
How will the Chinese adjust to

this new challenge? As Isaac Newton
famously said, “To every action there
exists an equal and opposite reac-
tion.” Likely responses include the
following.

• Low-tariff processors will con-
tinue to ship shrimp to the U.S.

• New packers will petition as re-
spondents and attempt to secure low
tariffs.

• Chinese businessmen, who op-
erate throughout Southeast Asia,
will invest in new production areas
in nontariff Asian countries. Indone-
sia is already expanding its produc-
tion and processing base with invest-
ment from China.

• High-tariff packers in China
will diversify their product mix to
other seafood or fisheries products,
while investing in value-added prod-

ucts that do not fall within the scope
of the antidumping suit.

In other words, the antidumping
tariffs will cause the Chinese to be-
come more competitive. No other coun-
try has a HACCP- and E.U.-certified
shrimp industry that is better posi-
tioned to produce preprepared meals
and other value-added products.

With higher shrimp prices in the
U.S. and lower supplies as a result of
the antidumping tariffs, U.S. value-
added producers will find it harder
to compete with new Chinese compe-

tition that previously did not exist in
their markets. For example, products
that are currently processed on auto-
mated lines in the U.S. using import-
ed raw, shell-on, or peeled shrimp will
now be produced in China.

So, while U.S. shrimpers use their
limited resources to hire lawyers to
win protection, the Chinese are
using their resources to actively in-
crease productivity, expand value-
added capabilities, and improve com-
petitiveness. Surely that is not the in-
tention of U.S. trade policy.
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