CONDITIONS OF COMPETITION

AFFECTING THE U.S. GULF AND
SOUTH ATLANTIC SHRIMP |
INDUSTRY

Report to the President on
Investigation No. 332-201
Under Section 332 of th
Tariff Act of 1930, as
Amended

USITC PUBLICATION 1738

AUGUST 1985

United States lntematibnal Trade Commission / Washington, D.C. 20436



UNITED STATES INTERNATIONAL TRADE COMMISSION

COMMISSIONERS

Paula Stern, Chairwoman

Susan W. Liebeler, Vice Chairman
Alfred E. Eckes
Seeley G. Lodwick
David B. Rohr

Kenneth R. Mason, Secretary to the Commission

This report was prepared principally by

‘Douglas E. Newman, Roger L. Corey, Jr., and Rose M. Steller
Animal and Forest Products Branch
Agriculture, Fisheries, and Forest Products Division

Terry Planton and Pieter van Leeuwen
Office of Economics

Marvin Claywell
Office of Investigations

Office of Industries
Erland H. Heginbotham, Director

Address all communications to
Office of the Secretary
United States International Trade Commission
Washington, D.C. 20436



PREFACE

The Commission instituted the present investigation on November 8, 1984,
‘following the receipt of a letter of request therefor on October 5, 1984, from
Ambassador William E. Brock, the United States Trade Representative. The
investigation was conducted under section 332(g) of the Tariff Act of 1930 (19
U.S.C. 1332(g)) for the purpose of gathering and presenting information on the
competitive, technological, and economic factors affecting the performance of
the U.S. Gulf and South Atlantic shrimp industry. On February 15, 1985, the
Commission received a letter amending the scope and due date of the
investigation. 1/ Specifically, the Commission was asked to develop the
following information: government assistance of foreign shrimp-supplying
countries; production levels in the harvesting and processing sectors;
industry integration; employment levels; financial status of the harvesting
and processing sector; production prices; tariff and nontariff barriers to
trade; and, the development of shrimp aquaculture in the United States and
foreign countries.

Public notices of the investigation, hearing, and amendment of scope of
investigation and due date of the investigation, were given by posting copies
of the notices at the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notices in the Federal
Register of November 21, 1984, (49 F.R. 45936), February 21, 1985,

(50 F.R. 7238) and March 20, 1985 (50 F.R. 11257). 2/ A public hearing in
connection with this investigation was held on March 21, 1985, in New Orleans,
Louisiana. 3/

The information in this report was obtained from fieldwork,
questionnaires, the public hearing, private individuals and organizations, and
State, Federal, and foreign government sources.

The information and analysis in this report are for the purpose of this
report only. Nothing in this report should be construed to indicate how the
Commission would find in an investigation conducted under other statutory
authority covering the same or similar matter.

1/ The requests from the United States Trade Representative are reproduced
in app. A.

2/ A copy of the notices of the Commission's investigation, hearing, and
amendment of scope of investigation and due date of the investigation are
reproduced in app. B.

3/ A list of witnesses appearing at the hearing is presented in app. C.
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X1
EXECUTIVE SUMMARY

Shrimp is the most valuable fishery in the United States, as well as one
of the most popular seafood items in the U.S. market. The U.S. Gulf and South
Atlantic region shrimp industry provides the great bulk of domestically
produced shrimp.

The U.S. Gulf and South Atlantic region shrimp industry is extremely
competitive. The harvesting sector is dependent on an open-access resource
that varies considerably in magnitude from year to year owing mainly to
environmental factors beyond human control. In recent years, competition
within the region has increased as the number of boats and vessels harvesting
the resource has increased markedly. Also, because the supply of shrimp
available to the domestic harvesting sector is limited by ecological factors,
imports have gained a significant share of the market as the demand for shrimp
has increased. These imports have limited price increases caused by
increasing market demand.

Firms in the processing sector must compete with each other, not only in
the markets for their products, but also for supplies of shrimp, both domestic
and foreign, for their processing needs. Although shrimp processors in the
Gulf and South Atlantic region use imported shrimp for further processing,
they also face competition in the U.S. market from imports for most of the
product forms they produce.

The performance of the U.S. Gulf and South Atlantic region shrimp industry
is affected, to a large degree, by the state of the U.S. economy. Shrimp is
mainly consumed in restaurants and is a relatively high-priced, luxury food
item, the demand for which is greatly influenced by the level of consumers'
disposable income. The period 1980-84 saw an improvement in general economic
conditions, with rising levels of consumer disposable income. This stimulated
the demand for shrimp in the U.S. market. During 1980-84, below average
levels of U.S. shrimp landings and a strengthening U.S. shrimp market
contributed to record-high U.S. shrimp imports during the period.

A significant development affecting the U.S. shrimp market during the
period under review was the emerging importance of shrimp produced by
aquaculture. This development was mainly the result of increased aquaculture
production in Ecuador and, to a lesser extent, in other Latin American and
some Asian countries. As a result of an increase in U.S. imports of
aquacultured shrimp, certain structural changes occurred in the U.S. shrimp
market during 1980-84. First, shrimp supplies became less seasonal because
aquaculture provided a relatively steady annual flow of shrimp. Also, price
relationships changed as supplies within certain size categories were
increased by a more consistent supply of imported aquacultured shrimp. In
addition, inventories (which are also affected by interest rates) became less
of a factor in the U.S. shrimp market owing, in part, to a lessening of the
seasonality of supplies.

Members of the U.S. Gulf and South Atlantic region shrimp industry have
expressed concerns about their competitive position in the U.S. market,
largely in terms of competition from shrimp imports. The principal claims of
the U.S. Gulf and South Atlantic region shrimp industry are as follows:

1. Shrimp harvesters in the Gulf and South Atlantic region are being
injured as a result of imports;
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2. Shrimp industries in foreign countries benefit from government
assistance, which makes their products more competitive in the U.S. market; and

3. Access has been restricted to traditionally open foreign shrimping
grounds, particularly off the coast of Mexico, thus limiting U.S. Gulf and
South Atlantic region harvesters to U.S. waters and increasing the pressure on
shrimping activities.

Foreign shrimp producers maintain that:

1. Imports have historically provided a large and necessary share of U.S.
shrimp supplies since domestic supplies cannot fully meet demand in the U.S.
market;

2. In many cases, imported shrimp commands a higher price than domestic
shrimp in the U.S. market;

3. Tariffs or quotas on U.S. imports of shrimp would increase domestic
shrimp prices to a point where the quantity of shrimp demanded and shrimp
consumption would drop; and

4. There is a significant amount of U.S. investment in foreign shrimp
operations, particularly in aquaculture, which export shrimp to the United
States.

Highlights of the Commission's Investigation

1. Structure of the U.S. Gulf and South Atlantic region industry.

o The U.S. Gulf and South Atlantic region shrimp industry comprises a
large number of small-and medium-sized firms and operations with
relatively low levels of concentration and integration.

The harvesting sector of the U.S. Gulf and South Atlantic region shrimp
industry generally consists of independent, privately owned, single unit
operations. This varies somewhat by State and area, with some multiunit fleet
operations, for example, in Texas and Florida. Also, the South Atlantic area
shrimp harvesting sector has fewer multiunit operations than the Gulf area.
Crew size on shrimp boats and vessels generally ranges from 1-3 members. In
1984, there were about 13,000 commercial shrimp boats and vessels, with
approximately 11,000 of these located in the Gulf area. Recent data are not
available on employment in the U.S. Gulf and South Atlantic region harvesting
sector; such employment was about 22,000 (18,000 in the Gulf area) in 1977,
the latest year for which data are available. However, inasmuch as the number
of shrimp harvesting craft in the region has since increased, current
employment is believed to be significantly higher.

The U.S. Gulf and South Atlantic region shrimp processing sector
generally comprises privately owned, small to medium-sized, single plant
operations. As with the harvesting sector, this varies by area. For example,
there are some relatively large-scale operations owned by corporations (some
by large conglomerates) in various States, particularly Florida and Georgia.
Concentration is also relatively limited in the Gulf and South Atlantic region
shrimp processing sector, although this varies by product form. Since the
bulk of U.S. shrimp production is channeled through institutional outlets,
marketing activities by U.S. Gulf and South Atlantic region shrimp processors
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generally is limited to wholesaling. In 1983, there were 157 shrimp
processing plants in the U.S. Gulf and South Atlantic region, with employment
‘in these plants totaling about 9,000 persons.

o The U.S. Gulf and South Atlantic shrimp industry experienced a decline
in financial health during 1982-84, according to respondents to
Commission questionnaries.

Both the harvesting and processing sectors of the U.S. Gulf and South
Atlantic shrimp industry reported declining and/or negative net incomes during
1982-84. Average net income for shrimp craft 50 feet and less declined from
15.9 percent of net revenue in 1982 to 7.2 percent of net revenue in 1984.
Average net income for craft over 50 feet was negative each year during the
period, ranging from a loss equal to 6.3 percent of net revenue in 1983 to a
loss equal to 1.0 percent of net revenue in 1984.

Processors of heads-off, shell-on shrimp reported a decline in total net
income from 1.5 percent of net sales in 1982 to losses equal to 0.3 percent of
net sales in 1984. Processors of canned shrimp reported a decline in total
net income from 4.4 percent of net sales in 1982 to losses equal to 1.7
percent of net sales in 1984.

The poor financial performance reported by questionnaire respondents was
accounted for mainly by increasing operating costs and variable revenues
caused by fluctuations in domestic shrimp landings and prices during 1982-84.

o Operating costs generally rose in the U.S. Gulf and South Atlantic
shrimp industry during 1980-84.

Increasing operating costs affected both the harvesting and processing
sectors of the U.S. Gulf and South Atlantic shrimp industry during 1980-84.
Several cost items, such as craft construction, insurance, labor, and
utilities, increased significantly during the period. The cost of
constructing a typical Gulf shrimp otter trawler rose 24 percent during
1980-84. Typical annual insurance premiums for shrimp craft in the Gulf and
South Atlantic region rose 20 percent during the period. Labor rates (minimum
wage) rose 8 percent and electricity costs in the South rose 44 percent during
1980-84. Other cost items, such as interest rates and diesel fuel, moderated
during the period, but were at much higher levels than they were prior to 1980.

o Harvesting capacity increased in the U.S. Gulf and South Atlantic
region during 1980-84.

Harvesting capacity, as measured by the number of commercially licensed
shrimp otter trawl craft, increased irregularly in the Gulf and South Atlantic
region from 13,378 in 1980 to 13,495 in 1984. The number of such craft peaked
in 1983 at 14,058. The number of boats (less than 5 gross register tons)
ranged from 7,180 in 1982 to 7,653 in 1983 while the number of vessels (5
gross register tons and greater) increased from 5,951 in 1980 to 6,405 in 1983
before falling to 6,166 in 1984. According to some researchers who have
studied the shrimp industry, this expanded capacity has reduced the catch per
craft, raised the cost per pound harvested, and despite the rising value of
the catch per craft, reduced net revenues per craft.
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o The number of plants and employment increased in the U.S. Gulf and South
Atlantic shrimp processing sector during 1980-83.

The number of plants that processed shrimp in the U.S. Gulf and South
Atlantic region and employment in such plants increased from 150 plants,
employing 7,579 persons, in 1980 to 157 plants, employing 8,777 persons, in
1983 (the latest year for which data are available).

o The U.S. Gulf and South Atlantic region shrimp industry accounts for the
bulk of U.S. shrimp production.

Shrimp landings in the Gulf and South Atlantic region during 1980-84
(heads-on basis) ranged in quantity from 285 million pounds in 1981 to 225
million pounds in 1983; the value increased irregularly from $359 million in
1980 to $474 million in 1984. During 1980-84, the shrimp harvesting sector in
the Gulf and South Atlantic region accounted for 82 percent of the quantity
and 95 percent of the value of total U.S. shrimp landings.

The processing sector in the region accounted for 82 percent of the value
of total U.S. processed-shrimp production during 1980-83. 1/ Processed-shrimp
production in the Gulf and South Atlantic region increased from $669 million
in 1980 to $933 million in 1983, or by 40 percent.

o U.S. Gulf and South Atlantic shrimp landings are seasonal.

Shrimp landings in the U.S. Gulf and South Atlantic region are seasonal
mainly because of environmental and biological factors that affect shrimp
resource availability. Seasonality is also affected by State and Federal
Government resource management restrictions. Shrimp landings in the region

are highest during the third and fourth quarters and typically peak during the
summer months.

o Shrimp processors in the Gulf and South Atlantic region produce a
variety of'shrigg products.

The major shrimp products produced by the U.S. Gulf and South Atlantic
shrimp processing sector include, in decreasing order of commercial
importance: raw, heads-off, shell-on shrimp; breaded shrimp; peeled shrimp;
and canned shrimp. Much smaller amounts of shrimp-specialty products are also
produced. The great bulk of processed shrimp products are in frozen form,
owing to factors such as high perishability of shrimp, distance of major
markets from primary shrimp-producing areas, and seasonality in availability
of shrimp supplies. Also, individual shrimp plants in the U.S. Gulf and South
Atlantic region may produce several shrimp product forms.

1/ Data on specific product forms are not available for 1984.
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o Shrimp inventories are an important, but declining, part of the
U.S. Gulf and South Atlantic region shrimp industry.

Traditionally, shrimp processors in the Gulf and South Atlantic region
have relied on inventories to maximize their profits. Inventories were
generally built-up during the second half of a year, when domestic landings
were at their peak and prices for shrimp low, and drawn down during the first
half of the year when landings were low and shrimp prices high. During
1980-84, both the absolute levels and the range in levels of annual shrimp
inventories declined. This is due, in large part, to a combination of an
increasing, year-round supply of aquacultured shrimp from foreign sources
(mainly Ecuador) and to relatively high interest rates for inventories during
most of the period.

o Shrimp aquaculture activity in the U.S. Gulf and South Atlantic region
is limited.

At present, the production of shrimp by aquaculture in the U.S. Gulf and
South Atlantic region is limited. Industry sources estimate that annual
shrimp production by aquaculture methods is less than a million pounds, a
fraction of total domestic shrimp production. Aquaculture activities are
limited mainly by climatic and technological constraints. However, some
industry sources maintain that aquaculture production of shrimp will increase
in the Gulf and South Atlantic region as these constraints are overcome in the
future.

2. The U.S. market for shrimp.

0o U.S. consumption of shrimp incfeased markedly during 1980-84.

With a large, affluent, and relatively urban population, the United
States is the world's leading consumer of shrimp. U.S. apparent consumption
of shrimp in all forms increased from 423 million pounds in 1980 to 604
million pounds in 1984, or by 43 percent (converted to a heads-off basis).
For specific shrimp products, apparent consumption of heads-off, shell-on
shrimp, the leading product form, increased by 32 percent (product weight)
during 1980-83, while peeled shrimp consumption increased by 31 percent. 1/
Consumption of breaded shrimp increased by 21 percent, and consumption of
canned shrimp rose by 33 percent during 1980-83. The rise in shrimp
consumption during the period was accounted for by a strong U.S. economy and
the increasing popularity of shrimp among consumers.

o Ex-vessel and wholesale prices of shrimp are determined in competitive
markets and largely reflect conditions of supply and demand.

There are a large number of buyers and sellers in markets for shrimp in
the United States. Prices for both domestic and imported shrimp products are
determined in competitive markets in response to fluctuating supply and demand

1/ Data on specific product forms are not available for 1984.
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conditions. Ex-vessel shrim;'prices in the U.S. Gulf and South Atlantic
region generally are set based on daily bids by shrimp buyers across the
‘country to producers in Brownsville-Port Isabel, TX, while wholesale shrimp
prices are usually based on a quotation published weekly for shrimp in the New
York area.

o U.S. imports of shrimp reached record levels during 1980-84.

During 1980-84, U.S. shrimp imports increased from 219 million pounds,
valued at $719 million, in 1980 to 342 million pounds, valued at $1.2 billion,
in 1984 (all forms, product weight). This represents an increase of 56
percent in quantity and 69 percent in value during the period. Imports
reached record-high levels in 1983 (in value) and 1984 (in quantity). Imports
of shell-on shrimp, the principal product form, increased from 139 million
pounds, valued at $519 million, in 1980 to 226 million pounds, valued at $914
million, in 1984, or by 63 percent in quantity and 76 percent in value.
Increases generally were registered for imports of all other product forms
except breaded shrimp, which is a minor shrimp import item.

The top five suppliers of U.S. shrimp imports in 1984 were, in decreasing
order of value, Mexico (31 percent of the total), Ecuador (15 percent), Panama
(5 percent), Brazil (5 percent), and Thailand (4 percent).

o Mexico was the leading supplier of U.S. shrimp imports during 1980-84.

Mexico accounted for 28 percent of the quantity and 36 percent of the
value of total U.S. shrimp imports during 1980-84. The bulk of U.S. imports
from Mexico are of shell-on shrimp.

Although Mexico traditionally has been the leading foreign supplier of
U.S. shrimp imports, its share of the U.S. import market declined
significantly during 1980-84. 1In 1980, Mexico accounted for 35 percent of the
quantity and 44 percent of the value of total U.S. shrimp imports. By 1984,
this share had declined to 24 percent of the quantity and 31 percent of the
value of total U.S. shrimp imports, owing mainly to an expanding U.S. shrimp
market, erratic Mexican shrimp landings, and increasing supplies of
aquacultured shrimp from sources such as Ecuador.

o Ecuador significantly increased its share of U.S. imports during
1980-84.

Reflecting the growth in aquaculture production of shrimp during 1980-84,
Ecuador strengthened its position as the second leading foreign supplier of
shrimp to the U.S. market. U.S. shrimp imports from Ecuador increased from 20
million pounds, valued at $68 million, in 1980 to 47 million pounds, valued at
$186 million, in 1984, or by 131 percent in quantity and 173 percent in
value. As with Mexico, the bulk of such imports were of shell-on shrimp. The
share of the U.S. import market held by Ecuador increased from 9 percent of
the quantity and value in 1980 to 14 percent of the quantity and 15 percent of
the value in 1984.
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o Imports accounted for an increasing share of consumption during 1980-84.

Imports historically have supplied a major share of the U.S. shrimp
market. During 1980-83, the share of the quantity of total U.S. shrimp
consumption supplied by imports increased from 61 percent in 1980 to 82
percent in 1983 (all ferms, converted to heads-off weight). This share
dropped to 70 percent in 1984, as domestic landings increased. During
1980-83, the share of the market held by imports increased for each product
form except breaded shrimp. 1/ As a share of consumption, imports of shell-on
shrimp increased from 64 percent in 1980 to 76 percent in 1983, while the
share of imports of peeled shrimp increased irregularly from 61 percent in -
1980 to 67 percent in 1983 (product weight basis). The share of canned shrimp
imports increased the most of any product form, from 30 percent in 1980 to 71
percent in 1983 (product weight basis). The share of consumption supplied by
imports of breaded shrimp, a minor import item, ranged from less than 0.5
percent in 1980 to 4 percent in 1982 (product weight basis).

o U.S. shrimp imports are seasonal, although seasonality lessened
during 1980-84.

Imports historically enter the United States in greater volume during the
fourth quarter of the year, as distributors build their inventories in
anticipation of lower supplies the first half of the following year. However,
during 1980-84, the ratio of the annual difference between the high and low
quarters for U.S. shrimp imports of raw, shell-on shrimp (the principal
product form) declined in terms of quantity from 101 percent in 1980 to 44
percent in 1984. This was caused, in large part, by a general tendency
towards lower inventories and by a more constant year-round supply of imported
shrimp supplied mainly by aquaculture production.

o U.S. exports of shrimp accounted for a small and declining share of
production during 1980-84.

Although large foreign markets exist, such as Japan and Western Europe,
U.S. exports of shrimp historically have been minor compared with domestic
production due to factors such as the readily accessible U.S. market that is
large and capable of absorbing all domestic supplies, market preferences in
foreign markets, relative world prices, and exchange rate differences.

U.S. exports of domestic shrimp declined irregularly from 22 million
pounds, valued at $66 million, in 1980 to 16 million pounds, valued at $52
million, in 1984. The share of U.S. shrimp production that was exported
declined irregularly from 15 percent in 1980 to 11 percent in 1984 (heads-off
basis).

The bulk of U.S. shrimp exports are of frozen shrimp to the major markets
of Canada, Mexico, and Japan. Most U.S. shrimp exports to Mexico were for
further processing and reexport to the United States. A significant amount of

1/ Data on specific product forms are not available for 1984.
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shrimp of foreign origin is exported from the United States. Most of this is
believed to be the result of speculation on world shrimp markets.

3. Factors of competition in the U.S. shrimp market.

o Imports of shrimp from Mexico, Ecuador, and other Latin American or
Asian sources compete directly, if imperfectly, with domestically
harvested shrimp in some markets.

Competition between imported and domestic shrimp products is indirect at
the dockside, or ex-vessel, level. Most imported shrimp enters the United
States in semiprocessed or completely processed forms and, therefore, does not
compete directly with the product of U.S. shrimp fishermen for the business of
first-level buyers. However, the products of these first-level buyers (mainly
frozen shell-on and peeled shrimp) are directly competitive with most U.S.
imports of shrimp products, mainly at the wholesale level.

At the wholesale level of distribution, real or perceived quality
differences between domestic and imported shrimp, or between shrimp of
different foreign sources, sometimes lead to price premiums or discounts being
applied. Depending on the size category and species, which in most markets
are important distinctions, imported shrimp may sell at substantial premiums
or discounts from domestic-shrimp prices. At the final-consumer level,
however, the distinction between imported and domestic shrimp disappears.
Processors are sometimes able to play one source against another when dealing
with various sources of supply.

o U.S.-harvested sﬁrigg is often considered to be of lesser quality
than imported aquacultured shrimp.

Control over the product at all stages of production is the key to
generally superior quality of aquacultured shrimp, which accounts for an
increasing share of U.S. imports of shrimp products. U.S. producers rely on
the ocean harvesting of shrimp and have less control over the handling of the
product. This makes quality control more difficult than for foreign
aquaculture operations, which have a great degree of control over the handling
of their shrimp. This advantage held by foreign aquaculture shrimp operations
is partially offset by the proximity of U.S. producers to the U.S. market,
allowing them to deliver "fresher" product than can most foreign suppliers in
most instances.

Quality control is not consistent throughout the domestic industry. In
the absence of Government-enforced regulations to maintain product quality,
shrimp producers and processors are left to themselves to exert the degree of
care in handling, processing, storage, and distribution which they see fit,
with the predictable result that product quality varies from port to port,
from vessel to vessel, and from processor to processor. Given the great
extent to which the shrimp industry is dependent upon the institutional and
prepared-food trade, there is limited incentive to maintain high levels of
quality when the final consumer is often unable to discern any but significant
differences in the quality of the final product.
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o The shrimp resource available to domestic producers is fixed in the
long run, with increased yields from "wild'" sources possible only

for brief periods of time, and from aquaculture limited by
environmental and technological constraints.

The shrimp resources of the Gulf and South Atlantic region have been
fished to capacity for the last several years. Only in years where
exceptional environmental conditions exist does shrimp production rise
temporarily above a relatively stable long run maximum. The only likely
source of additional supply in the future is the fledgling aquaculture sector,
which currently contributes far less than one percent of domestically produced
shrimp in the United States. Both technological problems (lack of seed shrimp
supplies and limited availabiliy of skilled labor), which can be overcome, and
environmental constraints (relatively colder and variable weather), which
likely cannot, currently prevent this sector of the industry from becoming a
significant source of supply to supplement the ocean fisheries.

Foreign shrimp producers, which currently supply about 70 percent of the
U.S. market, are in a less binding position. The primary sources of imported
shrimp are Latin American and Asian countries which enjoy, in many cases,
ideal conditions for aquaculture. In many of these countries, this sector is
underdeveloped and has great potential for growth. Given sufficient
investment capital, infrastructure development, seed shrimp resources, and
marketing skills, these foreign suppliers can be expected to significantly
increase their exports and share of the U.S. shrimp market in the next few
years. They do not face the resource constraints placed upon the U.S.
industry, and, given a reliable supply of seed shrimp, will likely be able to
supply a greater share of the U.S. shrimp market in the future.

o The domestic shrimp industry's ability to offer a wide range of product
forms (sizes, species, etc.) is largeleoffset by its dependence upon
a_seasonal domestic supply of raw material.

U.S. harvesters produce a wide range of shrimp sizes and several major
species for processing into a wide array of shrimp products. U.S. imports of
shrimp, on the other hand, are concentrated in certain product forms and size
counts, particularly on a country-by-country basis. For example, according to
industry members and based on responses to Commission questionnaries, U.S.
imports of shrimp from Mexico are concentrated in large sizes, while such
imports from Ecuador are mainly of medium sized shrimp. Most imported shrimp
are in the heads-off, shell-on and the peeled forms.

The advantage held by domestic producers to supply the U.S market with a
wide variety of products is largely offset by those producers' reliance on
seasonal availability of wild shrimp to meet their raw material needs--a
problem particularly in the small, but valuable, fresh shrimp market, where
inventories cannot be kept. Foreign suppliers, on the other hand,
particularly those with aquaculture facilities, can supply shrimp on a
made-to-order basis year round, without seasonal fluctuations.
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o There is no clear competitive advantage held by domestic producers
over foreign suppliers, or vice versa, with respect to transportation
factors in shrimp marketing.

Shrimp is a relatively high-value product and transportation charges
generally are a small share of the value. For imported shrimp from major
sources, transportation charges ranged from 3 percent to 12 percent of customs
value during 1983 (the latest year for which data are available). These
charges likely are offset to a large extent by relatively low production costs
in most of the foreign shrimp exporting countries and by exchange rate
differentials vis—-a-vis the U.S. dollar.

Representative transportation rates for domestically produced shrimp
shipped from the Gulf area to major U.S. metropolitan areas ranged from 1 to 5
percent of the wholesale price in 1985. This is somewhat lower than, but
comparable to, the transportation charges for imported shrimp.

Once imported shrimp arrives in the United States, there is no advantage
held either by domestic or imported shrimp with respect to transportation. 1In
the market for frozen shrimp, which constitutes the bulk of the total U.S.
shrimp market, products processed from domestic shrimp and those imported from
foreign sources lose their identity quite soon in the marketing chain; there
is virtually no way to distinquish between (nor is there any substantial
consumer preference for) shrimp from one source over another at the retail or
other final-consumer level. Therefore, since both imported and domestic
shrimp products travel through essentially identical distribution channels,
neither type of product enjoys a transportation-related advantage over the
other.

This is not the case, however, for the fresh shrimp market, where the
proximity of domestic producers to the U.S. market relative to foreign
suppliers in South America and Asia gives the former an advantage in more
readily serving this market because of the high degree of perishability of
fresh shrimp products. However, the fresh shrimp market in the United States
is small compared with the frozen shrimp market, which diminishes the
importance of this advantage to U.S. shrimp producers.

o Government assistance in foreign countries is likely to result in
increased production of shrimp in those countries, with resulting
increases in exports to the U.S. market.

Public support of shrimp aquaculture in some countries, particularly in
the development of shrimp hatcheries, is likely to stimulate further expansion
of this sector of the world shrimp industry. Many of these countries already
depend on the U.S. market for their shrimp sales and will likely continue to
ship shrimp products to the United States.

Public support of the U.S. shrimp industry, on the other hand, is unable
to alter the basic constraint underlying domestic production, the fixed
resource base. Indeed, to the extent assistance such as Government loan
guarantees for vessel and gear financing invites harvesting capacity expansion
or new entry, it will result in reduced gross income to the average harvesting
operation. Other forms of assistance, such as sponsorship of research and
development activities, market information dissemination, and product
promotion, is probably more beneficial to the -domestic industry.
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o The U.S. dollar appreciated substantially relative to the currencies of
most major foreign shrimp suppliers during 1980-84 and likely
contributed to increased shrimp supplies in the U.S. market during

the period.

Shrimp is a commodity that is a significant foreign exchange earner for
many shrimp exporting countries. During 1980-84, the U.S. dollar appreciated
vis-a-vis the currencies of most shrimp supplying countries, both in nominal
and real terms. In the case of Mexico, the principal supplier of U.S. shrimp
imports, the peso declined vis-a-vis the dollar 21 percent in real terms
during January-March 1981 through July-September 1984. The currency of
Ecuador (the second leading foreign supplier) declined 38 percent in real
terms vis-a-vis the dollar during January-March 1981 through April-June 1984.
Similar declines in the exchange rate vis-a-vis the dollar were registered for
most major suppliers of U.S. shrimp imports.

These currency declines likely contributed to increased imports and,
thus, shrimp supplies in the U.S. market. Although the supply of imports from
traditional foreign sources may not have been affected greatly by the strong
U.S. dollar (inasmuch as internal shrimp availability is the primary factor
influencing their exports to the United States), imports of shrimp likely were
also attracted from nontraditional foreign suppliers to the U.S. market, such
as Taiwan, Peru, Pakistan, Norway, and Argentina.






DESCRIPTION AND USES

This study covers shrimp, whether fresh, chilled, frozen, prepared, or
preserved. Shrimp are crustaceans that inhabit waters throughout the world.
Most shrimp are found in salt waters in the coastal regions of the tropics and
subtropics, although several coldwater and freshwater species of shrimp
exist. The species of shrimp of primary concern in this study are warmwater
shrimp commonly referred to as white, brown, and pink. 1/ The great bulk of
the shrimp harvested by the U.S. Gulf and South Atlantic shrimp industry is of
these species.

Brown shrimp (Penaeus aztecus) comprise most of the U.S. Gulf and South
Atlantic shrimp availability and catch. Brown shrimp are found along the
Atlantic Coast and the Gulf of Mexico (hereinafter referred to as "Gulf")
Coast. They range from Martha's Vineyard, Massachusetts to the northwestern
coast of the Yucutan Peninsula in Mexico. Most brown shrimp harvested in U.S.
waters are caught along the coasts of Texas, Louisiana, and Mississippi.

White shrimp (Penaeus setiferus) are second to brown shrimp in abundance
in U.S. Gulf and South Atlantic waters and generally command the. highest price
for like sizes of the shrimp species of concern in this study. White shrimp
range along the Atlantic Coast from Fire Island, New York, to Saint Lucie
Inlet, Florida, and along the Gulf coast from the mouth of the Ochlockonee
River, Florida, to Campeche, Mexico. Most white shrimp harvested in U.S.
waters are caught off the north-central and western Gulf areas. White shrimp
are generally found closer to shore than are brown shrimp.

Pink shrimp (Penaeus duorarum) are next in commercial importance after
brown and white shrimp. Pink shrimp are found in the Atlantic Ocean along the
coast from the lower Chesapeake Bay area to the Florida Keys and all along the
Gulf coast to Isla Mujeres, Mexico. Most pink shrimp harvested in U.S. waters
are caught off southwest Florida.

Other species of shrimp are harvested off the South Atlantic and Gulf
coast areas, but are of relatively minor commercial importance compared with
the three major species of white, brown, and pink. These include rock shrimp
(Sicyonia brevirostris) and seabobs (Xiphopeneus kroyeri), which generally are
an incidental bycatch, and royal red shrimp (Hymenopenaeus robustus), which
are a deepwater shrimp subject to a relatively small level of fishing effort.

Shrimp vary greatly in size, depending on age and species. The shrimp of
primary concern in this study are a fast-growing, annual crop, inasmuch as
they reach harvestable size within a year. Thus, the size of the shrimp
depends, in large part, on the time of year they are harvested. Shrimp
management regulations have been in place to protect the resource and to
attempt to increase the size of the shrimp harvested since larger sized shrimp
command a higher price than smaller sized ones and bring greater revenues to
shrimp harvesters.

Shrimp sizes generally are referred to in terms of the number of shrimp
(either "heads-on" or "heads off") contained in a pound. The heads-on count
refers to the number of whole shrimp per pound, and the heads-off count refers
to the number of tails, the edible portion, per pound. These counts usually

1/ These are common names for particular shrimp species. The common name
may refer to different species depending upon geographic location.
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include the shell of the shrimp, unless specified. The difference between the
heads-on and heads-off count is usually substantial, as the head accounts for
about one-third of the body length and as much as one-half of the body

weight. Size counts for shrimp can range from as low as 5 per pound to over
200 per pound (heads-off, shell-on basis).

Shrimp are used primarily for human food, although a relatively small
amount is used as fish bait. Shrimp are processed and marketed in a variety
of product forms. As the tail section is.the edible portion, most shrimp are
marketed with the heads off. Another reason for this is that shrimp spoil
much more rapidly if the heads are left on. The bulk of the shrimp marketed
in the United States are in the raw, frozen, heads-off, shell-on form. Peeled
shrimp is another major product form. In this form, the shrimp may or may not
be cooked, and the dark "vein" that runs down the back of the shrimp may be
removed. Peeled shrimp are usually frozen.

Breaded shrimp is also a major product form. In this form, the shrimp
are peeled and deveined and coated with a breading or batter mixture. The
shrimp may be cooked, although most breaded shrimp are not. Breaded shrimp
are also almost always frozen. Shrimp may also be chopped and extruded to
form a breaded product. Frozen raw breaded shrimp must contain at least 50
percent shrimp to be labeled as such (21 C.F.R. 161.175); frozen raw breaded
shrimp containing at least 65 percent shrimp may be labeled as "lightly
breaded" (21 C.F.R. 161.176). Any frozen raw breaded shrimp product
containing less than 50 percent shrimp must be labeled as "imitation" breaded
shrimp.

Shrimp are also canned, with smaller size shrimp generally used for this
product form. Canned shrimp may be packed with or without the vein removed.
Canned shrimp may be labeled as "extra large"™ or "“jumbo," "large,” "medium,"
"“small,"” or "tiny,"” depending on the size of the shrimp (21 C.F.R. 161.173).

Other product forms include dried and cured shrimp. Shrimp are also
included in specialties such as pastes, sauces, soups, cocktails, burgers,
creole, chow mein, and frozen dinners.

The size of the shrimp generally determines the product form it will be
processed into for marketing. Generally, large shrimp (under 36 per pound,
heads-off, shell-on basis) are sold in the raw, frozen, heads-off, shell-on
form. Such shrimp are used mostly by restaurants, hotels, and other food
institutions. Shrimp in the medium and small sizes (36 to 60 per pound) are
used in the breading and canning trade and are also marketed in retail _
outlets. Extra small shrimp (61 to 70 per pound) and tiny shrimp (over 70 per
pound) generally are used by canners, driers, and producers of specialties.
These uses of shrimp by size should be considered general tendencies only,
since shrimp may be marketed in any combination of sizes and product forms.

There are also some consumer preferences for particular shrimp species to
be used for certain product forms. For example, pink shrimp are preferred for
the peeled form owing to color. Canners generally utilize white and brown
shrimp, because pink shrimp are not readily available to them due to
geographic factors. Frozen shrimp and breaded shrimp are generally produced
from all species.



Imported shrimp are utilized in the same manner as domestic shrimp. Most
imports of shrimp are in the raw, frozen, shell-on, heads-off form (included
in TSUSA item 114,4545). Such shrimp are marketed directly in that form or
are further processed by peelers, breaders, or canners. Raw, frozen peeled
shrimp (included in TSUSA item 114.4557) is the next most important form of
imported shrimp. These are also marketed directly or are further processed.
Small amounts of canned (TSUSA item 114.4550), breaded (TSUSA item 114.4572),
and dried (included in TSUSA item 114.4562) and of shrimp and shrimp
specialties (included in TSUSA items 114.4550, and 114.4562) are also imported
into the United States. ‘

CUSTOMS TREATMENT
U.S. Customs Treatment

Tariff treatment

Shrimp imported into the United States has historically been free of
duty. Shrimp is provided for in part 3, schedule 1, of the 1985 Tariff
Schedules of the United States, Annotated (TSUSA), under TSUS item
114.45(pt.). Appendix D contains a copy of pertinent portions of the TSUSA,
including the rates of duty applicable to U.S. imports of shrimp, relevant
headnotes, and an explanation of the rates of duty. The duty-free status of
peeled shrimp in airtight containers (item 114.4550) and other peeled shrimp
if dried or cooked, but not breaded (item 114.4562 pt.), is bound as a result
of concessions granted by the United States in the sixth round of trade
negotiations (Kennedy round) under the General Agreement on Tariffs and Trade.
The duty-free status of shrimp in other forms is not bound. Imports that
enter in the forms for which the duty-free treatment is bound account for only
a small part of the U.S. imports of shrimp.

Shrimp caught by U.S.-flag vessels and landed in the United States by
those vessels are considered to be domestic production, whether the shrimp
were caught in U.S. waters, on the high seas, or in foreign waters where such
vessels have the right to fish. Foreign fishing vessels are not permitted to
land their catch of shrimp in the United States (46 U.S.C. 251). Shrimp
caught by U.S.-flag vessels in international waters, whether landed directly
in the United States or landed in a foreign port for transshipment to the
United States, are eligible for free entry under item 180.00, which provides
in part as follows:

Products of American fisheries (including .
shellfish . . .), which have not been landed in a foreign
country, or which, if so landed, have been landed solely
for transshipment without change in condition.

The term "American fishery" is defined in headnote 1 of part 15A of
schedule 1 of the TSUS as "a fishing enterprise conducted under the American
flag by vessels of the United States on the high seas or in foreign waters in
which such vessels have the right, by treaty or otherwise, to take fish or
other marine products and may include a shore station operated in conjuction
with such vessels by the owner or master thereof.”

As a practical matter, most of the shrimp caught by U.S. vessels in
international waters are landed directly in the United States as domestic



production and are not entered under item 180.00. Significant quantities of
shrimp caught by U.S. vessels, however, are landed in foreign ports, where
they may be washed, graded, and frozen and then shipped to the United States.
Such shrimp are commonly entered free of duty under item 114.45 as foreign
merchandise because it is uncertain, in some cases, whether the shrimp are
eligible for entry under item 180.00 and because it is simpler to clear them
through Customs under item 114.45 than under item 180.00. However, should
duties or quotas be imposed at some future time on imports under item 114.45,
the question of the requirements for free entry of shrimp under item 180.00
would become important. Whether or not shrimp could be entered under item
180.00 as "products of American fisheries™ would depend on a number of factors
including the registry of the catching vessels, the ownership of the shore
stations in foreign ports, and whether or not the shrimp were "changed in
condition" at the shore stations abroad.

Embargoes

Cuba.--The United States for many years has maintained an embargo on the
importation of all goods from or through Cuba. The embargo was effective
pursuant to Presidential Proclamation 3447, dated February 3, 1962, under
authority of section 620 (a) of the Foreign Assistance Act of 1961
(75 Stat. 445), as amended. The embargo pertains to all goods of Cuban origin
and all goods imported from or through Cuba, subject to such exceptions as the
Secretary of the Treasury determines to be consistent with the effective
operation of the embargo. .

Shrimp industry members have claimed that Cuban vessels are harvesting
shrimp in Mexican waters and landing the shrimp in Mexico. The shrimp are
then processed and, according to shrimp industry members, exported to the
United States. Officials of the U.S. Department of Treasury are investigating
these charges. o

Nicaragua.--On May 7, 1985, pursuant to Executive Order 12513, the
President prohibited the importation of all goods from Nicaragua. This
embargo was enacted under authority of the International Emergency Economic
Powers Act (50 U.S.C. 1701 et seq.), the National Emergencies Act (50 U.S.C.
1601 et seq.), chapter 12 of title 50 of the United States Code (50 U.S.C. 191
et seq.) and section 301 of title 3 of the United States Code. The embargo
applies to all imports into the United States of goods and services of
Nicaraguan origin and to all exports from the United States of goods to or
destined for Nicaragua, except those destined for the organized democratic
resistance, and transactions relating thereto.

During 1980-84, U.S. imports for consumption of shrimp from Nicaragua
decreased from 6 million pounds, valued at $21 million, in 1980 to 1 million

pounds, valued at $5 million, in 1984, and represented a small portion of
total U.S. shrimp imports.

Other import.requirements

U.S. imports of shrimp are subject to inspection by the Food and Drug
Administration (FDA) to ensure wholesomeness and proper labeling. In general,
U.S. imports of shrimp must meet the same requirements and standards imposed



on domestically-produced shrimp (Federal Food, Drug, and Cosmetic Act; 21
U.s.C. 381).

During 1980-84, some U.S. imports of shrimp were detained and some were
rejected for health and sanitary reasons. The detentions and rejections were
due to factors such as: decomposition and filth, salmonella, and high levels
of sodium bisulfite. The following tabulation presents the quantity and
origin of imported shrimp that was detained by the FDA during 1980-84 (in
thousands of pounds):

Country 1980 1981 1982 1983 1984
India-—---——— 484 230 112 517 10,596
Thailand———-- 3,532 - 1,294 629 877 2,858
Taiwan-~--—-- 263 123 249 512 1,673
Panama———--—- 12 21 103 - 1,217
Hong Kong--—- 23 88 42 . 93" . 550
Indonesia-——- 513 43 - 338 497
Brazil-—————- 48 65 13 229 395
Bangladesh--- 6 - 9 41 222
Pakistan—---—- 301 643 _ 127 177 127
Singapore———— 154 48 73 18 88
China——-—————- 49 41 - 38 47
Malaysia———-- 273 126 14 170 43
Argentina--——- - - 13 469 43
Ecuador-—----- 59 339 194 57 37
Macao-—---~-- - - - - 37
Subtotal--- 5,716 . 3,061 1,578 3,536 18,432
All other-——- _429 201 3,086 1/ 134 175
Total--—- 6,145 3,261 4,664 3,670 18,607

1/ Detentions from Burma totaled 2,751 thousaﬁd pounds.

In 1984, 18.6 million pounds of imported shrimp were detained by the FDA.
India, Thailand, Taiwan, and Panama accounted for 88 percent of the total.
Salmonella was the main factor in these detentions. Data are not collected on
rejections of imported shrimp.

Sodium bisulfite is a preservative used by shrimp industries worldwide
(including the United States) to retard the development of melanosis, or
*black spot" on the shells of shrimp. Melanosis does not affect the
wholesomeness of shrimp but is undesirable from the standpoint of appearance.
In 1984, the FDA announced that the maximum permissible concentration of
sodium bisulfite was 40 parts per million (ppm) in shrimp meats. As a result,
several shipments of imported shrimp were detained and rejected. The FDA has
since revised the standard to 100 ppm (50 F.R. 2957). Shrimp containing
sulfites must also be labeled as such. This standard applies both to imported
and domestic shrimp.

U.S. imports of shrimp are subject to restrictions under the Lacey Act (31
Stat. 187 chap. 553). The Lacey Act was enacted in 1900 to regulate trade and
commerce in wild animals and birds. In 1981, the Lacey Act was amended (95
Stat. 1073) to include any "fish and wildlife" without limitation (including
shrimp). Section 3(a)(2) of the amendment stated that "it is unlawful for any



person to import, export, transport, sell, receive, acquire, or purchase in
interstate or foreign commerce any fish or wildlife taken, possessed,
transported, or sold in violation of any law or regulation of any state or in
violation of any foreign law." Members of the U.S. shrimp aquaculture
industry have claimed that live shrimp for breeding purposes has been
illegally imported from Mexico in violation of Mexican law, and thus, the
Lacey Act. Officials of the U.S. Customs Service are investigating these
charges.

U.S. imports of shrimp from Mexico must be accompanied by a "Guia de
Pesca" (Guia). A Guia is a document that is required by the Government of
Mexico to accompany shipments of fishery products (in this case shrimp)
whether destined for domestic or foreign markets. 1/ The Guia specifies the
origin and destination for a particular shipment. 1In a directive dated
December 7, 1973, the U.S. Customs Service notified its ports that the
documentation for all U.S. imports of shrimp from Mexico must include a Guia.
As a practical matter, for a number of years, the Guia was merely collected
and returned to Mexican authorities. The origin and particularly the
destination on the Guia was not a concern, because once the shrimp arrived at
U.S. Customs, the shrimp was assumed to be exported in accordance with Mexican
regulations. However, there has been a recent rise in activity in shrimp
being exported from Mexico outside of officially approved marketing
channels. 2/ As a result, officials of the U.S. Customs Service are
investigating the situation and may issue a more specific directive concerning
the entry of Mexican shrimp accompanied by a proper Guia. This situation may
also involve a violation of the Lacey Act, as it may involve a violation of
Mexican Law.

Previous Commission investigations

In response to a resolution adopted February 9, 1960, by the Committee on
Ways and Means of the U.S. House of Representatives, the Commission (then
known as the U.S. Tariff Commission), under the provisions of section 332 of
the Tariff Act of 1930, instituted investigation No. 332-38. The Commission
was requested by the Committee to determine whether shrimp, as a result of the
existing customs treatment thereof as provided for by paragraph 1761 of such
act, are being imported into the United States in such increased quantity,
either actual or relative to domestic production, as to cause or threaten
serious injury to the domestic shrimp industry. 3/ A report was issued by the
Commission on May 9, 1960. 4/ 1In that investigation the Commission was
unable, within the 3 months prescribed by the resolution, to make a thorough

1/ The Mexican Government strictly controls the marketlng of shrimp, mainly
because of foreign exchange considerations.

2/ According to U.S. shrimp industry members and officials of the
Governments of both the United States and Mexico. U.S. shrimp industry
members brought the matter to the attention of the U.S. Customs Service on
May 21, 1985.

3/ The request was worded as such although section 332 investigations do not
address the question of injury to a domestic industry caused by imports.

4/ See U.S. Tariff Commission, Shrimp: Report on Investigation No. 332-38
Under Section 332 of the Tariff Act of 1930 Pursuant to a Resolution of the
Committee on Ways and Means of the United States House of Representatives

Adopted Feb. 9, 1960, May 1960.




analysis of the domestic industry or industries engaged in the production and
processing of shrimp and of the conditions of competition in the U.S. market.

On September 6, 1960, the Commission received a resolution from the
Senate Finance Committee directing the Commission, pursuant to section 332 of
the Tariff Act of 1930, to investigate the domestic shrimp industry (including
fishing, processing, and other related operations) and of imports of shrimp
and shrimp products provided for in paragraph 1761 of the Tariff Act of 1930.
The Commission instituted investigation No. 332-40 on September 12, 1960. 1In
its investigation, the Commission analyzed the possible results of an
imposition of a duty of 35 percent on all imports of shrimp and shrimp
products, as provided for in paragraph 1761 of the Tariff Act of 1930, and
also analyzed the possible results of a tariff-rate quota under which all
imports not in excess of the imports in the calendar year 1960 would enter
free of duty, and all imports in excess of those in 1960 would be dutiable at
50 percent ad valorem. In a report issued March 30, 1961, 1/ the Commission
concluded that the imposition of either of the import restrictions on shrimp
and shrimp products suggested in the resolution of the Senate Finance
Committee would limit the supply of shrimp available in the U.S. market and
thereby arrest the long-run expansion of shrimp consumption in the United
States.

On August 8, 1975, the United States International Trade Commission
instituted, on its own motion, investigation No. 332-77 concerning conditions
of competition between domestic and imported shrimp, under section 332(g) of
the Tariff Act of 1930. This investigation was terminated December 18, 1975,
following the receipt on November 17, 1975, of a petition for import relief
pursuant to section 201 of the Trade Act of 1974, by the National Shrimp
Congress, and the subsequent institution of investigation No. TA-201-12 on
December 11, 1975, by the Commission.

The Commission instituted investigation TA-201-12 to determine whether
shrimp were being imported into the United States in such increased quantities
as to be a substantial cause of serious injury, or the threat thereof, to the
domestic industry producing articles like or directly competitive with the
imported article. The Commission, on May 11, 1976, determined by a vote of
3 to 2 that shrimp, fresh, chilled, frozen, prepared, or preserved (including
pastes and sauces), provided for in item 114.45 of the TSUSA, were being
imported into the United States in such increased quantities as to be a
substantial cause of serious injury to the domestic industry catching and
landing shrimp. The Commission determined that adjustment assistance under
chapters 2, 3, and 4 of title II of the Trade Act would effectively remedy
such serious injury to the domestic industry catching and landing shrimp and
recommended the provision of such assistance. The President, as required by
law, ordered expedited consideration be given to petitions for adjustment
assistance filed by firms, workers, and communities.

There is no information available to the Commission that would pernmit the
tabulation of the amount of adjustment assistance, if any, which was awarded
as a direct result of the Commission's determination in the 1976
investigation. According to the Department of Commerce, one company applied

1/ shrimp: Report on Investigation No. 332-40 Under Section 332 of the
Tariff Act of 1930 Pursuant to a Resolution of the Committee on Finance of the
United States Senate Adopted in August 1960, March 1961. ”




for adjustment assistance in 1979, but later withdrew its application. Two or
three boat owners applied for "firm" assistance but their applications were
rejected by Commerce. As far as can be determined, no actual cash outlays
were made to this industry by Commerce. According to the Department of Labor,
during the period April 1975-September 1981, 85 petitions for "worker"
adjustment assistance were received from shrimp fishermen. These petitions
resulted in 47 cases, covering 117 individuals, being certified as eligible
for assistance, and 36 cases, covering 408 individuals being denied
certification. Also, 17 certified cases, covering 257 workers, resulted in
trade adjustment assistance expenditures of $279,658 (as of August 1981).
However, the petitions, certifications and expenditures of trade adjustment
assistance funds cannot be directly attributed to the Commission's
determination in the 1976 case since they could have been initiated
independently of any Commission action.

Foreign Customs Treatment

With the exception of the United States and Canada, the Customs
Cooperation Council Nomenclature (CCCN) is used as the basis for tariff
classificaton by most countries. The CCCN classifies shrimp in chapters 3 and
16. A more detailed discussion of Customs treatment for Japan, the European
Community, Canada, and Mexico follows below.

Japan

Japan is the world's largest market for shrimp. Japanese rates of duty
applicable to imports of shrimp are shown in appendix E. The rates of duty
applicable to imports from the United States are those in the column labeled
"GATT." The rates of duty for shrimp imports from the United States range
from 3.4 percent ad valorem for fresh, chilled, or frozen shrimp to 15 percent
ad valorem for cooked, salted, or dried shrimp. There are no quantitative
restrictions on imports of shrimp as there are on imports of other seafood
items. :

Imports of shrimp into Japan, including those from the United States, are
subject to mandatory inspection by the Ministry of Health and Welfare (MHW)
under the Japanese Food Sanitation Law. A permit must be issued by the MHW in
order for such imports to pass through customs. The imported shrimp is
generally sampled and inspected for compliance with Government regulations on
food sanitation, additives, and labeling. The requirements are the same for
domestic and imported shrimp. In addition, industry groups may voluntarily
request inspection of imported shrimp on a fee basis to assure that the
quality of the imported shrimp is comparable with the Japanese industry
quality standards. The import procedures and inspection, both mandated and
voluntary, generally have not prevented U.S. exports of shrimp to Japan.

European Community

The European Community (EC) is another major world market for shrimp.
The rates of duty applicable to imports of shrimp into the EC are shown in
appendix F. The rates of duty applicable to shrimp imports from the United



States are those in the column labeled "Conventional." They range from 12
percent ad valorem to 20 percent ad valorem.

The Common Organization of the Market for Fishery Products (CFP) is the
principal policy instrument that regulates fisheries trade for the EC. The
CFP provides for a reference price system that sets minimum import prices. A
reference price is in effect for the importation of the shrimp species Crangon
crangon; however, this is a European species and the regulation does not
affect shrimp exports from the United States. The shrimp species commonly
marketed by U.S. exporters are not now subject to the reference price system.

Canada

Canada is the principal U.S. export market for shrimp. Canadian rates of
duty applicable to shrimp are shown in appendix G. The rates of duty
applicable to Canadian imports from the United States are those in the column
labeled "MFN." Shrimp enter Canada under tariff items 12700-1 and 13000-1.
Prepared or preserved shrimp is dutiable at 8 percent ad valorem and fresh or
frozen shrimp enter duty free. Imports of shrimp into Canada are subject to
inspection by the Department of Fisheries and Oceans. Such imports are
inspected to insure safety, minimum quality, and proper labeling. In general,
Canadian imports of shrimp must conform to the same requirements as domestic
products.

Mexico

Imported fresh and frozen shrimp is classified in Mexico under item
03.03 A 999 and is dutiable at 100 percent ad valorem. 1/ In addition, a
minimum dutiable value is set at 1,145 pesos per kilogram (about $2.05 per
pound). 2/ Also, an import permit must be obtained prior to importation.
Such permits usually are granted only if there is no substitute available in
Mexico for the import item. In the case of shrimp, such permits reportedly
are difficult to obtain because Mexico is a net exporter of shrimp. Mexican
imports of prepared shrimp (such as canned shrimp) are classified under item
16.05 A 999 and are dutiable at 100 percent ad valorem. At this time, any
import permit for such imports will automatically be denied.

Certain Mexican imports of shrimp from the United States enter duty free
under bond to be processed and then exported back to the United States. Such
shrimp is processed in so-called "Maquila" operations, most of which are
located in the border city of Matamaros close to the major U.S. shrimp ports
of Brownsville and Port Isabel, Texas.

1/ In a concession to Ecuador, shrimp may enter duty free from that country
during May 10, 1983-April 30, 1993.
2/ Based on the May 28, 1985 exchange rate of 254 pesos to the U.S. dollar.
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U.S. INDUSTRY

The U.S. Gulf and South Atlantic shrimp industry comprises vessels and
shoreside facilities in the Atlantic Ocean coastal States, from North Carolina
to the east coast of Florida, and the Gulf Coast States, from the west coast
of Florida to Texas. Shrimp landings in the Gulf and South Atlantic region
account for the bulk of total U.S. shrimp landings. During 1980-84,

82 percent of the total quantity and 95 percent of the total value of U.S.
shrimp landings were in the Gulf and South Atlantic States. Commercial shrimp
landings in this region totaled $474 million in 1984. Most of the shrimp
harvested in Gulf and South Atlantic waters are caught by vessels from ports
in these States.

Shrimp is the most valuable fishery in the Gulf and South Atlantic
region. Although shrimp comprised only 9 percent of the quantity of total
fish and shellfish landings in the region during 1980-84, they accounted for
61 percent of the value of such landings. 1/

Processed shrimp production in the Gulf and South Atlantic region totaled
$933 million in 1983. This accounted for 83 percent of total U.S. processed
shrimp production in that year. Shrimp accounted for 60 percent of the
production of processed fishery products in the Gulf and South Atlantic region
in 1983.

The principal species of shrimp harvested by the U.S. shrimp industry are
commonly referred to as brown, white, and pink. The principal processed
shrimp product forms are, in decreasing order of value, raw, headless,
shell-on; breaded; peeled; and canned. A relatively small amount of specialty
items are produced, such as shrimp cocktails, patties, burgers, dips, soups,
sauces, as well as dried shrimp.

Shrimp are marketed through a variety of channels. Most domestically
landed shrimp are processed into a form noted above, and most of these are
marketed in the frozen state. A relatively small amount is marketed fresh,
since fresh shrimp spoils quickly. Most domestically landed shrimp are
channeled through dockside "dealers"” who market to processors, brokers, and
wholesalers. Processed shrimp are marketed by processors, brokers, and
wholesalers. Most shrimp reach the ultimate consumer in restaurants. Other
outlets are retail seafood establishments, food chains, and institutions
(hospitals, schools, and so forth).

The waters of the Gulf and South Atlantic region contain virtually all of
the available commercial supply of U.S. warmwater shrimp resources and the
majority of all U.S. shrimp resources. Shrimp resources in the Gulf and South
Atlantic region are located primarily in an area that includes the estuaries
and bays along the coast to the open Gulf and Atlantic waters, mainly within
the U.S. 200-mile territorial waters. Shrimp are an annual crop that may
migrate considerable distances. Thus, the location of the shrimp resources
within a region varies depending on the species, coastal area, and time of the
year. ;

1/ The lower percentage for shrimp landings in quantity is accounted for
mainly by the large quantity of low-valued menhaden that is landed in the
region. '
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Concentration is relatively low in the industry because most shrimp is
harvested and processed by a large number of concerns. Horizontal and
vertical integration is relatively limited. There is some fleet ownership by
individuals or investor groups, and vessels may be owned by packinghouses or
processors. However, the extent of such integration is believed to be minor
in relation to the total number of operations in the industry.

Shrimp harvesting has been regulated by the various Gulf and South
Atlantic States for some time and more recently by the Federal Government in
order to protect the resource and increase the revenues of the harvesting
sector. The shrimp fishery, being an "open-access" fishery, is characterized
by intense competition for a relatively fixed resource base. Significant
increases in fishing effort and capitalization in recent years has led to
increased State and Federal intervention in managing shrimp resources.

The U.S. Gulf and South Atlantic shrimp industry can be generally divided
into the harvesting and processing sectors and their associated marketing
activities. There is also a limited amount of aquaculture activity in the
region.

Harvesting Sector
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