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bout the Monograph

The fishery is one of the most frequently studied sectors in Canada,
particularly on the Atlantic coast, where the industry seems to be
mired in perpetual crisis. There are many reasons for this situation,
such as pronounced resource cycles, changes in the international
demand for seafood products, fragmented and geographically scat-
tered production capacities, joint ownership of the resource, shared
jurisdictions, the inherent traditionalism of coastal regions, and the
dependence of heavy industry on transfer payments. This has led to
numerous government studies, including the memorable Kirby (1982)
and Cashin (1993) Royal Commissions, in an attempt to find ways to
counter the destabilizing effects of the various crises — which invites
the question, is another study really necessary?

We should state at the outset that this report is a departure from
earlier studies. Our aim, of course, is to present a clear picture of
the overall dynamics of this industry, which is so vital to Atlantic
Canada’s maritime regions, and to do so in an industry-wide context,
something few studies have been willing to do. Two of the sectors we
emphasize are seafood processing and marketing. Indeed, the entire
problem of value-added processing of seafood products is central to
our concerns. We also examine the challenges and issues relating
to the fishery in eastern Canada as well as its prospects, taking into
account the industry-wide changes currently taking place around the
world. We also offer some tentative suggestions for strengthening the
strategic links that are essential to the development of this industry
within a context of increasing globalization.






bout the Author

Maurice Beaudin is a regional economist and an assistant director of
the Canadian Institute for Research on Regional Development at the
Université de Moncton. As a researcher at the institute, he is respon-
sible for coordinating research programs and activities, particularly
for the Maritime Series of publications. Mr. Beaudin was awarded his
Ph.D. in human geography (marine sciences) by the Université de
Nantes in 1997. The title of his thesis was “L'adaptation économique
des régions maritimes de péche: le cas des communautés du golfe du
Saint-Laurent” (Economic adjustment of maritime fisheries regions:
Communities in the Gulf of St. Lawrence).

Mr. Beaudin has directed and participated in numerous projects
conducted for a variety of provincial and national agencies. His pri-
mary areas of interest are the economic adjustment of resource-
based communities and regional and industry studies. He is actively
involved in the series of studies entitled Maritime Series: The State
of the Regions, which are published annually and report on develop-
ment in each of the eleven economic regions in the Maritime prov-
inces. He has published articles in national and international journals
and has written a number of works, including Les défis de l'industrie
des péches au Nouveau-Brunswick (1992), which earned him the Prix
France-Acadie, and La lutte pour le développement: le cas du Nord-Est,
published by the Université du Québec. His recent works include
“L'industrie des péches dans la Péninsule acadienne: son profil, sa
dynamique et sa capacité a soutenir I'’économie régionale,” as well as
“The Viability of the Lobster Processing Industry in New Brunswick”
and “Regional Labour Market Dynamics in Atlantic Canada.”






cknowledgements

A report of this kind cannot be prepared without substantial support
from both inside and outside the industry concerned. In order to
avoid omitting any names, however, I will not list all the contribu-
tors and resource people who were directly or indirectly involved in
producing this report. Let me just say that I am very grateful to them
for their excellent work.

Nevertheless, there are a few individuals I must single out for their
invaluable assistance. First of all, I wish to thank Fabrice Rigaux, my
colleague at CIRRD, for his unstinting efforts in a number of areas, in
particular for surveying processors and distribution channels and for
his coding work in helping to establish a typology of seafood prod-
ucts. Although Mr. Rigaux was unable to continue his work because of
other professional commitments, his contribution is evident through-
out this report.

I would also like to thank Wade Aucoin of the Atlantic Canada
Opportunities Agency (ACOA) for his revisions and astute advice,
as well as economists Michel Audet and Hilaire Chiasson at DFO
(Moncton) for their keen interest in this subject and their generous
support. I am also indebted to Gilberte Nowlan, again at DFO
(Moncton), who unfailingly responded to my many requests for sta-
tistical information, and to Bruno Lévesque and Pierre Gauthier at
DFO (Quebec), who provided me with relevant data and documents
on the seafood industry in Quebec and with an assessment of
the aquaculture sector in eastern Canada. Sincere thanks are also
due to Mike Howley, an economist at ACOA (St. John's), and to
Pat MacDonald at Newfoundland’s Department of Fisheries and
Aquaculture for their assistance during visits to processing plants in the
area. I am similarly grateful for the comments and advice of resource
people such as Gerry Donavan (Newfoundland Seafood Market
Council), Peter Dysart (New Brunswick Fish Packers’ Association),
Kevin Elworthy (Enterprise Cape Breton), and a number of anony-
mous readers. In addition to the above, there are many others whose

11



12 | Towards Greater Value: Enhancing Eastern Canada’s Seafood Industry

help I must acknowledge, in particular the industry players who pro-
vided me with information on many aspects of their trade.

Finally, I would be remiss if I did not thank Colette Allain and
Ginette Benoit (CIRRD) for their painstaking editing and logistical
support.

Having thanked all those concerned for their information and

support, | must nevertheless accept full responsibility for the views
expressed in this document and for its content and analysis.



Preface..........ccceuu.....

ontents

Analytical FrameworK ...........cccoiiiiviininiiniininiiiiicncecee,

Methodology..........

INfOrMAtioN SOUICES....uuueieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e eeeaaaaes

Introduction..........

I. Socio-Economic Profiles of the Fishing
and Processing INAUSEIY ........coccccevviiiiiinniiinieeeeeeeeeeeeee

A Seasonal Industry in a Seasonal Economy...........cceccevveevveneennenne

The Fishery:

An Industry or a Network?.........ccccvvviiiiviiiniincnnne.

The Economic Impact of the Industry ..........cceceveeveniinenncnncnenns

II. Seafood Products in Canada and Abroad:
Industry Structure and Recent Developments.............c.ccceeueenee

The Origin and Use of Primary SUpply.......cccccecevirveniinenscncnnene

The Growing Importance of Aquaculture..........ccccoceveveveeveneennenne

Primary Supply in Eastern Canada:
Development and StIUCTUTE.........cocueviererririiereerieeieneesieeseeeeneene

The Traditional FiSHEries SECtOT ........uuueeeeeevvveeeeeeeeerirveeeeeeeeernnens

The Aquaculture Sector: Expansion and Diversification................

III. Atlantic Canada’s Position in the International
Fish and Seafood Trade. .............cceoeveiiiiieeiiniieeeeeeeeeeeeeeeeeeeeeeas

Leading Products on International Markets..........c..ccocceeueecveninnnnnne
Groundfish: More Substitutes for Traditional Products..................

15
17
21
25

29

39
41
42
45

51

51
56

63
63
71

75
84
85
87
88
89
92
95
96

13



14 | Towards Greater Value: Enhancing Eastern Canada’s Seafood Industry

Changes in Import-Export Flow in Canada and

Eastern Canada ........coceevveirieriieiiieiieeeceeceeee e 98
Processing: Diversification on Canada’s East Coast........c..cccueeue.e. 99
Trade Flow in Eastern Canada..........ccccceeevveeveeviennieninniinneenccnecnnens 105

IV. Markets for Atlantic Canada’s Seafood Products:

Characteristics and Prospects..........c..cccceveereennennenseeseeneeneenne 113
The United States: A Fragmented Market..........cccccocevviiveeniniennnns 116
Distribution Networks in the United States..........ccccceeverniennnennnee. 122
The European Market for Seafood Products..........ccccceeeeeeveeneenenne 130
Japanese and Asian Markets for Seafood Products...........ccccceeeuen. 135
The Canadian Market........ccccccoveiriiiriiniieniieeeeeeee e 139
The Market in Eastern Canada: Realities,

Problems, and Potential ..........cccceeevevriieeieieiiinireeee e 142
V. Diversification and Value-Added Production:

Implications and Challenges ...........ccc.ccocueeieenennenneeneeneeneeneenns 149
Primary Supply Challenges.........ccccocveveevieenienienennenneeneeeeeeneene 151
COSt CONLTOL ...ueiiiiiiiiiiiiiiiiicc s 154
The Technology Challenge ..........cccccocervinienernenieninenieneeeneene 161
Industrial Standardization: Issues and Constraints.........c..ccccceueen... 165

VI. Approaches to Greater Diversification and

Value-Added Processing.........c...cccceereerienierniensieeneeneeneeseeseeeeens 169
Value-Added Processing and Product

Innovation: The PIayers .......c..cccoveriinerninieninninenecceeeeeeneane 178

From the Sea to the Supermarket .........cccccoeeiiviiiiniiinnninnncnne. 185

CONCIUSION ...ttt 195

Appendix A: Reference Aggregates for Seafood Products

Based on Degree of Processing ........c..cceeeeveeeveeeneeneeneenne 204
Appendix B: Commercial Fisheries and Aquaculture

in Eastern Canada, 1990-98 ........ccccovveiiecivieecccireeeeenen. 208
Appendix C: List of Processors-Exporters of Seafood Products............. 226
BIDHOZIAPRNY ...ttt 259
FIGUICS ..ttt e e s 273

TADIES ..o e e e e e e e e e e e aaaaaaaes 275



reface

Few studies have really taken stock of the entire dynamics of Canada’s
East Coast fisheries since the widely acclaimed report Charting a New
Course: Towards the Fishery of the Future was tabled by the Task Force
on Incomes and Adjustment in the Atlantic Fishery in November
1993. That commission of inquiry, it will be recalled, was established
immediately after the moratorium on the northern cod fishery was
announced, a moratorium that signalled the beginning of a crisis
unprecedented in the history of the East Coast fisheries. The collapse
of cod stocks described by the commission meant a loss of approx-
imately 80 percent of the groundfish industry’s primary resource
and led to massive layoffs and numerous plant closures that directly
affected an estimated forty thousand fishers and processing plant
workers, one-third of the fishing industry’s entire East Coast labour
force.

Today, we are entering a new decade and a new millennium,
and we have to ask ourselves what has happened since then? have
groundfish stocks recovered? has the surplus capacity that has long
plagued the core segments of the industry been reduced? what has
happened to the thousands of fishers and plant workers affected by
the moratorium? how well has the processing sector survived the
crisis? what are companies doing to reposition themselves and take
advantage of the greater global demand for seafood products? what
are the implications of new international quality regulations, and
how have small- and medium-sized businesses adjusted to tighter
export controls? what role have governments played during this tran-
sitional period, which is characterized by changes that are radically
altering the dynamics of the agri-food industry in general and the
seafood segment in particular?

These are just some of the many questions that the author,
Maurice Beaudin, raises and attempts to answer in this report. In it,
he presents the results of comprehensive research based on numer-
ous analyses and factual observations that he examined objectively.
To this end, Mr. Beaudin has drawn on various sectoral reports and
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studies published both by official agencies and by private consulting
firms. In preparing this study, he received the unconditional support
of federal and provincial agencies, having obtained statistical series of
all kinds as well as qualitative information on the fisheries. As well, he
has been given the invaluable support of a host of players and leaders
in the important seafood industry.

I would like to join Mr. Beaudin in thanking all the industry
players and stakeholders, who, without exception, gave so gener-
ously of their time. Our thanks are also due to the Atlantic Canada
Opportunity Agency for its financial support of this important
research, which is part of the institute’s Maritime Series. In submit-
ting the report, we are proud to point out that it is not only highly
detailed, but also concise and objective and presents a profile of the
industry, its regional and sectoral characteristics, and the changes
occurring in the industry as a whole. All those directly or indirectly
affected by current developments in the seafood industry are bound
to find this report both instructive and extremely useful.

Donald J. Savoie
Executive Director



nalytical Framework

The seafood industry occupies a special place in the world of “pri-
mary” processing industries. In fact, seafood products are perceived
less and less as raw materials because of their wide variety, numerous
existing and potential markets, and major differences in the value
added at all levels of the industry. Some products that until recently
were thought to have little value are now being developed commer-
cially for use in nontraditional industries, such as the fine chemicals,
pharmaceutical, and biomedical sectors (seaweed, fish waste, and new
species).

Seafood products stand out within the vast agri-food industry, cov-
ering an impressive number of products, markets, and commercial
and industrial players. It is a complex sector, and often its statistical
importance internationally is still not fully understood. Gathering
economic and statistical information is thus a difficult proposition,
especially because of the varying degrees of industrial standardization
and classification of seafood products in each country or continent.
That is why it is still difficult to accurately quantify this sector of the
economy.

Nonetheless, for the last ten years or so, the member states of the
OECD (Organization for Economic Co-operation and Development)
have been attempting to include standardization within measures
introduced by the WTO (World Trade Organization). The strengthen-
ing of industrial controls (quality control and marketing tools) as well
as the development of international industrial standardization and
its expansion to new producing countries have led to improvements
in the quality of statistical surveys.

These considerations provide a framework for and circumscribe
this study, which draws on international, national, and provincial
data and official databases containing numerical assessments of both
exports and imports of products and services. To take into account the
multiplicity of products, the variety of stakeholders, and the diverse
strategies worked out by the players involved in the geographic area
studied (eastern Canada), we use a progressive, six-step approach.

17
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In chapter I, we look at the socio-economic profile of the seafood
industry in eastern Canada, examining in detail the scope of the fish-
eries sector, from downstream to upstream operations, and its rela-
tive importance to regional and provincial economies. We analyse
the provincial economic impact of the fisheries as a whole, including
the following four sectors: primary production, processing, tertiary or
related activities, and the quaternary sector (public sector programs
that provide the industry with coaching and support).

In chapter II, we profile the core segments of the seafood industry
internationally and describe the relative position of Canada and the
region studied. The aquaculture sector is dealt with separately because
of its rapid expansion and, above all, its strong involvement in the
international seafood trade.

Chapter III describes the major characteristics of international
trade in seafood products, focusing on import-export flows in the
major trading blocs (United States, Europe, and Asia) and the main
products traded. We also underscore the position of eastern Canadian
producers within those major trade flows and pay special attention
to the region’s leading products.

In chapter IV, we look at the characteristics and prospects of the
main end markets for Atlantic Canada’s processors, providing a sum-
mary of major trading blocs and an analysis of the principal seafood
products that are performing exceptionally well on international mar-
kets. We specifically examine the US market and its various regional
components, as well as the European and Asian trading blocs, particu-
larly Japan. To conclude the assessment of end markets, we turn to
Canada, describing the eastern and central Canadian markets, which
despite their proximity have so far been ignored by most producers
in Atlantic Canada, in spite of their attractive potential, particularly
for small businesses interested in export opportunities.

Chapter V focuses on industrial organization, i.e., the entre-
preneurial, industrial, technological, and commercial management
approach used by businesses in the seafood industry. We assess the
economic health of the processing industry, by sector and by prov-
ince, using comparative productivity and profitability indicators. A
number of other factors are also addressed, including current and
expected changes in demand, industrial standardization, product
innovation, re-engineering of supply-production-sales processes, the
advent of partnerships and strategic alliances, the need for qualified
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administration-management and marketing personnel, and closer
industry ties to institutional research and development centres.

Finally, chapter VI is the core of this study; its ultimate aim is to
establish a typology or, at the very least, a useful and practical clas-
sification of all secondary production in the seafood industry. We sys-
tematically classify all seafood products shipped from eastern Canada,
using recognized industrial codes and taking into account the level
of processing. A system of this kind should make it easier in future
to interpret data on innovation and value-added processing, two sub-
jects still characterized by large grey areas, particularly with regard to
seafood products. We also provide background profiles of several busi-
nesses that have become industry leaders because of their know-how,
management style, organizational structure, or simply the energy
they devote to innovation. Those businesses are capable of influ-
encing the entire processing sector by paving the way for other play-
ers who up to now have relied too heavily on homogeneous mass
production.






ethodology

There are three fundamental stages, or levels of processing, used to
add value to seafood products. These levels, referred to as primary, sec-
ondary, and tertiary, are recognized internationally and are accepted
by most industry monitoring and consulting firms (they are described
below). Fish and seafood production generally includes four types of
products: fresh; frozen and chilled; dried, salted, smoked, and pickled; and
canned. These four major product families do not necessarily follow a
value-added hierarchy. In other words, some products in each of the
major groups are classified as primary and secondary or secondary
and tertiary. Consequently, we have harmonized that classification
with the seafood products coding system used by Industry Canada
(which incorporates the international Harmonized System (HS) codes
in its own database).! We can thus establish a production typology
based on the level of value-added processing.

In analysing the profiles of industrial production and the seafood
products trade, we use, in the interests of simplicity, the International
Standard of Industrial Classification (ISIC) developed by the FAO
(United Nations Food and Agriculture Organization), which is har-
monized with the World Customs Organization’s classification of
goods in customs tariffs. The categories concerned cover products
derived from fish, crustaceans, molluscs, and other animals and plants
(including aquatic residues) caught or harvested for commercial and
industrial purposes by all types of industry participants. They also
include products derived from raw materials supplied by specific
breeding and harvesting operations.

1. The Harmonized Commodity Description and Coding System (HS) used in this study was actu-
ally developed by the Customs Co-operation Council. Canada adopted the system to replace
the lists in the Customs Tariffs, which were considered too complex and not very convenient,
as well as the Canadian International Trade Classification (CITC) and the Export Commodity
Classification (ECC), now the Trade of Canada Commodity Classification. It should be noted
that the basic principle of the HS is the classification of products by nature instead of by
manufacturing stage, use, and volume. The coding is logically organized by economic activ-
ity or by the components that make up a product. In view of that and the purpose of this
study, the author has created aggregates of the relevant products based on the HS product
database, which gives information according to the classifications associated with the stages
of processing.

21
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We were thus able to draw up a list of eastern Canadian seafood
products based on three categories relevant to the entire region.
Products were divided among those three major aggregates, which
correspond to the three classes of industrial processing determined
by the level of product processing. The three levels of processing were
defined according to current industry practice and are recognized
by national and international standardization bodies. Thus, primary
processing refers to the initial operation (basic packaging of a fresh
product). This segment comprises products marketed at the first stage,
i.e., fresh, frozen, and, in some cases, separated, dried, and salted.
At least sixty-nine codes for import-export products were deemed
relevant to eastern Canada in this category. The list of aggregates is
shown in Appendix A.

The second defined level applies to a class of products that have
undergone further processing — i.e., the raw material itself has under-
gone significant processing for the purposes of preservation and/or
presentation. However, most of the time these are raw products that
have not been mixed with or incorporated into other food substances.
They include products that are commonly salted (varying degrees of
salting), dried, minced (fine or coarse), cut (strips, steaks, and slices),
smoked (basic or flavoured smoking), semiprocessed (crushed, thick
juices, meals, and pellets), and semipreserved (pickled). This group
comprises approximately seventeen specialties that commercially are
highly relevant to eastern Canada because they are most often used
in tertiary processing.

Tertiary processing comprises products that undergo further indus-
trial processing by means of various technical and technological proc-
esses that are more elaborate than those used in the first two phases.
Some of these products must be marketed in compliance with strict
industrial requirements and so are included in high value-added prod-
uct families (prepared, pre-cooked dishes; ready-to-serve foods, such as
those served at seafood delicatessens; and prepared chilled products).
As we will see, these processes can be extremely different in every
way from other types of processing (fine chemicals and pharmaceu-
ticals). Thus, with nearly twenty-two products relevant to Quebec
and the Atlantic provinces, the industries involved in tertiary process-
ing employ all the preservation, preparation, refining, and extraction
methods in use today.

The value of this type of classification is that it uses an industrial
approach to creating a greater awareness of the levels and develop-
ment of seafood product imports and exports. This is something that
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is often overlooked, and yet it is an important source of information
about the actual participation of the seafood products industry in the
industrial development of eastern Canada as a whole.

We therefore present developments in the three levels of process-
ing, comparing Canada, eastern Canada, and the provinces with
respect to both imports and exports. We also describe developments
in the primary processing of fresh and frozen products as well as
trends by product category in secondary and tertiary processing.
As well, we examine in detail the trade flows for the products in
the three categories, whether fresh, chilled, salted, smoked, in-brine,
canned, or in any frozen form.






nformation Sources

All the research is based on several types of information obtained
from various agencies specializing in this area, including data from
the Department of Foreign Affairs and International Trade contained
in the RADAR system, which was incorporated in 1996-97 in the
STRATEGIS database. Much of the information came from those data-
bases and supplements information about small and large companies
specializing in the processing of seafood products and by-products.
The databases routinely use terms taken from the SIC (Standard
Industry Classification) and, for the purposes of this study, from the
SIC 0310 group (fishing industries), which covers fresh-landed prod-
ucts and services incidental to fishing, and the SIC 1020 group (fish
products industry), which covers all products and services related to
the processing of seafood products. We also searched specialized US
databases (National Marine Fisheries Service, Seafood Market Analyst),
and European databases (DATAFISH), as well as some specialized
FAO databases, including GLOBEFISH, which essentially provides
trade data and analyses. The analysis of plant production is based
on annual production reports provided by either the Department of
Fisheries and Oceans (DFO) or provincial government departments
and on reports from some large companies. DFO is the only source of
data on both the volumes and values of regional and provincial land-
ings and aquaculture production. Our analyses of the productivity
and profitability of the processing industry are based on data taken
from Statistics Canada’s Annual Survey of Manufactures. For the socio-
economic profiles, including industry impact analyses, we used infor-
mation from the last census, which provides regional data on the
number of fishers and workers in the fishing industry.

However detailed those databases may be, though, they are still
inadequate for gaining an understanding of the industrial relation-
ships at play (trade networks and development agreements). We
therefore used a number of other sources, i.e., information gathered
or distributed by the following:
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Consultants, processing businesses, and private companies in eastern
Canada and elsewhere: Accord International Canada; American
Seafood Company; Aqua Jem Farms; L'Association coopérative
des pécheurs de I'lle; Atlanta Provision Co.; Atlantic Herring
Fishermen's Marketing Co-operative; Atlantic Queen Seafoods;
Barry Group; Bay Shore Group; Canadian International Traders;
Cape Bald Packers; Cape Breeze Seafoods; Chicago Fish House;
Clearwater Fine Foods; Comeau’s Sea Foods; Connors Brothers;
Continental Seafood; Cooke Aquaculture; La coopérative des
pécheurs de Baie-Sainte-Marie; Crown Seafood; E. J. Green and
Company; Enterprise PEl; Ernst and Young Canada; Fishery
Products International; Fortune Seas; Les fruits de mer Landry;
High Liner Foods; Ichiboshi L.P.C.; Innovative Fishery Products;
Island Marine Products; K and N Seafoods; KPMG Canada;
Maisonnette Seafoods; McGraw Seafood; Melrose International
Trading; Mersey Point Fish Products; Neos Seafoods; New Found
Foods; Ocean Fresh Seafood; Ocean Pier; Paturel Seafood; Pécheries
Cap-Lumicere; Les pécheries GEM; P. Janes and Sons; Produits
Belle Baie; Les produits de mer de Le Goulet; Purdel-Coopérative
agroalimentaire; Quin-Sea Fisheries; Raymond O’Neill and Son
Fisheries; Rio Import and Export; Seabright Smokehouses; The
Seafood Merchants; Sea Star Seafoods; Sogelco International;
Union Seafood International; Westmorland Fisheries; Woodhouse
Marketing International; X-Sea-LNT International

Specialized institutes and professional associations: Association québé-
coise de commercialisation du poisson et des fruits de mer;
Association québécoise de I'industrie de la péche; Canada Market
Research; Canadian Association of Fish Exporters; Canadian
Exporters’ Association; Canadian Fisheries Council; Export
Development Corporation; Fisheries Association of Newfoundland
and Labrador; Independent Seafood Processors Association
of Nova Scotia; National Food Brokers Association; National
Food Processors Association; Natural Resources Institute; New
Brunswick Fish Packers’ Association; Newfoundland and Labrador
Shellfish Growers Association; Newfoundland Seafood Market
Council; Prince Edward Island Seafood Processors Association

Canadian and foreign public sector: Agriculture and Agri-Food
Canada; Atlantic Canada Opportunities Agency; Canadian
Consulate General (Atlanta, Boston, Chicago); Department of
Commerce, Washington; Department of Foreign Affairs and
International Trade; FAO, Rome; Fisheries and Oceans Canada;
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Industry Canada (marine products division); Marine Institute of
Memorial University of Newfoundland; Marine Products Research
and Development Centre and the Food Research Centre of
the Université de Moncton; National Marine Fisheries Service,
Washington; National Research Council of Canada; OECD, Paris

Trade databases and print and electronic references: Canada Newswire;
Business, BioCommerce Data; EBSCOhost; Food Science and
Technology Abstracts; GLOBEFISH Commodity Update; Kompass
Canada; SeaFood Business online






ntroduction

Considered by many as belonging in the first rank of fishing nations,
Canada seems at first glance to be a major supplier of various seafood
products. Such a view is not without foundation, as for several years
during the 1980s, Canada was the world’s top exporter of seafood
products. Its advantageous geography and industrial and commercial
structure (among the richest fisheries resources in the world, dock-
side industrial processing facilities, and almost exclusive control of
commercially viable species) contributed greatly to Canada’s posi-
tion among the world’s top fishing powers. The fishing industry is
particularly strong on Canada’s East Coast, including the Gulf of
St. Lawrence, where more than a thousand communities along the
region’s jagged coastlines depend on the fishing industry for their
livelihood.

In 1977, when the Canadian government officially established the
200-mile exclusive economic zone (EEZ), the fisheries seemed to enter
a period of unprecedented cyclical instability, a situation that led to
two Royal Commissions in the space of ten years. In the euphoria
following the creation of the EEZ, the five eastern provinces quickly
began modernizing and increasing their production capacity to derive
maximum benefit from a fishery that was now regarded as exclusively
Canadian. But the severe worldwide recession in the early 1980s put
an end to the provinces’ unrealistic expectations, especially those of
large processing companies, several of which were forced into bank-
ruptcy. The situation was so serious that a commission of inquiry was
appointed to explain the slump plaguing the industry and to recom-
mend how to avoid such crises in the future. As we know, the com-
mission’s report, Navigating Troubled Waters, recommended restruc-
turing the Atlantic fisheries: the cost to Canadian taxpayers was
estimated at several hundred million dollars.>

2. Navigating Troubled Waters: A New Policy for the Atlantic Fisheries, report of the Task Force on the
Atlantic Fisheries, under the direction of Michael J. L. Kirby (Ottawa, December 1982).

29
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The recession was followed by a boom lasting from 1983 until the
early 1990s, when the East Coast fishing industry was buoyed by a
new optimism created by the global economic recovery and a grow-
ing demand for fish products. Also, new and lucrative markets were
opening up for products such as snow crab, herring roe, shrimp,
and lobster, all relatively abundant on the Atlantic coast. The eco-
nomic climate was so positive that the number of fishers in the region
increased from 40,000 to 46,000 between 1983 and 1990, and the
number of processing plants grew even more rapidly, from 670 to
1,063.% Although harvesting and processing capacity was growing
steadily, the resource as a whole was static, with several major stocks
being fished to capacity.

By the early 1990s, these problems converged to plunge the indus-
try into a new crisis. Beginning in 1991, Atlantic Canada’s fisheries
plummeted in the wake of moratoriums on the fishing of several
species of groundfish, particularly cod. After reaching a record
1,341,000 tonnes in 1998, landings in eastern Canada fell to 609,000
tonnes in 19935, a drop of over 730,000 tonnes or 55 percent in seven
years. Catches have risen slightly since then, but in the meantime
they have been overtaken by shellfish landings. The result has been
profound changes in the processing industry, which to that point
was based essentially on mass production and relied primarily on vast
supplies of groundfish. Of the numerous species marketed in eastern
Canada, groundfish are generally the easiest to process.

The socio-economic impact of the moratorium on the northern
cod fishery in the summer of 1992, together with severe moratoriums
and restrictions on other major groundfish stocks, led to the worst
crisis in the history of the eastern Canadian fisheries. Within a few
months, 14,000 fishers and 26,000 plant workers in over 400 com-
munities were out of work. The federal government responded with
another Royal Commission, this one strongly recommending “chart-
ing a new course.” In addition to observations that were mostly famil-
iar to the numerous industry players and stakeholders, the Cashin
Commission urged immediate massive aid to maintain the income
levels of the many communities affected. The commission also rec-
ommended that various levels of government restructure programs
to downsize an industry that could not be supported by the avail-
able resources, a recommendation which led to the introduction of

3. According to Charting a New Course: Towards the Fishery of the Future, report of the Task Force
on Incomes and Adjustment in the Atlantic Fishery, table 8, p. 168.
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bold licence-buyback programs, the professionalization of fishers and
plant workers, and a redefinition of processing businesses. Training
and retraining programs for laid-off workers would, according to
the commission, remove a third of the workforce from the industry,
mainly in Newfoundland. The cost was $1.9 billion over five years
(1993-98), with an additional $730 million at the end of that five-
year period to ensure a complete transition, because groundfish stocks
were recovering more slowly than anticipated.*

During that time, the profiles of world fish and shellfish catches
changed enormously, and aquaculture took a leading role in the inter-
national trade of seafood products. In 1998 aquaculture production
(aquatic plants excluded) amounted to nearly 30 million tonnes or 28
percent of world fisheries production, having grown 10 percent per
year, on average, since 1986. Furthermore, aquaculture supplies 30
percent of the seafood products intended for human consumption.
Another area of major change is the expansion of import-export
channels for seafood products, a change clearly reflected in today’s
figures: world trade in seafood products now accounts for 38 per-
cent of total fisheries production compared to 30 percent in 1985.
The approximately 23 million tonnes of products exported in 1997
is three times the volume exported in 1976. From US$35 billion in
1990, the value of world exports of seafood products rose to over
US$50 billion in 1995 and has continued to rise slightly since then.
Although over 180 countries import and export seafood products,
51 percent of world seafood exports come from only eleven coun-
tries, and no less than 75 percent come from the top twenty-two
exporters.®

In the international list of maritime catches, Canada slipped from
thirteenth place in 1990 to twenty-first in 1997, but it held onto
thirteenth place in production volume (plant outputs) because of its
imports of raw or semiprocessed products, which put Canada sixth in
value of exports. Canadian producers can still count on large stocks
of crustaceans (shrimp, lobster, and snow crab) and molluscs (scal-
lops and mussels) and on high salmon production (capture salmon
from the Pacific coast and farmed salmon from New Brunswick). They
are also turning more and more to imports for their raw materials. In
eastern Canada, imports of seafood products rose from 58,000 tonnes

4. For more information on these programs and an assessment of their success, see Maurice
Beaudin, “TAGS: Une stratégie de transitions ou d’assistance?” [TAGS: A strategy for transition
or assistance?], Policy Options (January-February 1999): 45-48.

5. Information from various FAO databases.
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($174 million) in 1990 to 225,000 tonnes ($703 million) in 1996.°
However, with US$2.3 billion in exports in 1996, Canada was eclipsed
by China ($4.7 billion), Norway ($3.4 billion), the United States ($2.9
billion), Denmark ($2.7 billion), and Thailand ($2.4 billion). A dozen
other countries have exports of at least $1 billion per year.

In all, the value of seafood imports worldwide is today over US$52
billion. Although more than 90 percent of the products traded have
undergone some type of processing, the demand for fresh or natural
products is on the rise: one-third of the products traded are fresh,
an increase of 70 percent in ten years. Most world exports of fishery
and aquaculture products (i.e., 80 percent of total export value) are
shipped to industrialized countries.” The major trading bloc for sea-
food products in 1997 was the European Union, with imports total-
ling US$18 billion in 1997, followed by Japan (US$16 billion) and the
United States (US$8 billion). It should be noted that a large percentage
of European Union trade was between member countries. The relative
importance of international trade with the United States is limited
by its huge domestic market, which consumed $49 billion in sea-
food products in 1998. Domestic production in the US is also high
(landings of over 4 million tonnes and processed production of over
$7 billion).

The fact that Canada’s fisheries are in a period of transition, a con-
sequence of major upheavals within its important groundfish indus-
try, is certainly not the only thing undermining its relative position
internationally. There has also been increased competition from
other fisheries, particularly in Asia, where aquacultural production is
expanding. Asian countries, excluding Japan, increased their seafood
product exports from US$10 billion to US$16 billion between 1990
and 1996; their imports also rose, from US$3.9 billion to US$7.8 bil-
lion during the same period. The increase in trade is the result of both
growing world demand for seafood products and increased liberaliza-
tion of international trade (abolition or reduction of tariff barriers
within major trading blocs, such as NAFTA, the European Union,
the South Asian Association for Regional Cooperation, and the Latin
American Economic System).

6. Fisheries and Oceans Canada, Domestic Imports of Selected Commodities, by Province; based on
data compiled by Statistics Canada.

7. FAO Fisheries Division, Global Overview of Production and Production Trends, Circular no. 920
(Rome, 1997).
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Finally, there is general agreement that a mass production-based
harvesting strategy is threatening the vitality of fish and invertebrate
stocks on the Atlantic coast, and some are urging that all govern-
ment programs supporting the industry be rethought. They are sug-
gesting instead that priority should be given to an approach based on
responsible management and more effective processing and that it
emphasize not only volume but also the differentiated production of
higher value-added products that make use of all species, particularly
those that are nontraditional and underutilized.

In spite of such laudable goals, however, Canada’s fishing industry,
particularly in the eastern provinces, is languishing in a period of
uncertainty. Some segments of the industry, it is true, have been able
to reposition themselves by moving into diversified, higher value-
added production, supported by a three-fold strategy focusing on
management (re-engineering internal business management), supply
(developing import-export channels), and distribution-marketing
(sustained wide-scale marketing with strong international promo-
tion). But they are the exception rather than the rule. For most com-
panies, except perhaps those with exclusive markets, such as for
snow crab and shrimp, production is mainly a function of seasonal
resource cycles and relies on volume (mass production) at the expense
of differentiated production. Moreover, most production undergoes
primary processing only. Generally speaking, therefore, value-added
processing of seafood products consists of relatively simple industrial
processes that have not been adequately modernized and, above all,
are often limited to the initial stages of processing. Why is this still
the case?

For the answer, we must first look to the constraint influence of
the US market. The main buyers of Atlantic Canada’s seafood prod-
ucts are American importers supplying the demand for fresh product
from restaurants, fish markets, and retail food chains and providing
their processing sector with a variety of products that have undergone
primary processing only (frozen fish blocks and fillets, and shellfish
meat blocks). The dependence on American brokers and the lack of
real outlets in Canada have also led to Canadian manufacturers acting
as suppliers.

Also, the second-largest importer of Canadian products, Japan,
clearly prefers seafood in its natural state (fresh, chilled, or frozen,
not shelled). Furthermore, the third-largest importer of products from
Atlantic Canada, the European Community, maintains particularly



34 | Towards Greater Value: Enhancing Eastern Canada’s Seafood Industry

high tariff barriers (approximately 20 percent) on imports of processed
seafood products.

The continuing social role the fisheries are called upon to play
is also problematic. During the postwar years, the industry acquired
greater socio-economic stature in most coastal regions, growing into
an extremely complex sector that now encompasses social as well as
purely economic issues. The result was excess production capacity
and increased dependence of industry workers on income-support
programs, all of which led to structural problems that weakened the
industry. In addition to excess technical capacity (“too many boats
chasing too few fish”) the industry is burdened with superfluous
socio-economic capacity (more workers than the resource can sup-
port), a problem frequently cited in studies on this issue.

Why then have attempts to reduce production capacity been
unsuccessful? The reason is that the industry was designed with mass
production in mind, and very little attention was paid to stock con-
servation, a situation that was reinforced by the creation of the EEZ.
Furthermore, because of social and political factors, the industry was
always eager to increase production capacity when the resource was
abundant, but when stocks declined, it failed to make the necessary
adjustments. Exacerbating the problem was the fact that most of the
time the federal and provincial governments encouraged and sup-
ported industry expansion. Why? — because the fishery is clearly dis-
tinct from other areas of activity. Not only are fish a jointly owned
resource, but fishing is an economic activity that has always been
woven into the social fabric of communities. It is also the only indus-
try where the federal government has such extensive jurisdiction over
almost all aspects of primary production, leading many industry play-
ers to constantly angle for their “fair share” of the resource. Political
pressure is thus enormous when quotas go down, and even greater
when plants close. The recent formation of co-management partner-
ships by fishers’ groups may help relieve those pressures somewhat,
but resource management is still a challenge because of the large
number of stakeholders and interest groups involved.®

8. Within the federal government, 23 agencies and departments have programs that relate to
the oceans. In eastern Canada, five provinces share the coastal and Gulf of St. Lawrence fish-
eries resources. Fisheries management is also handled by four major administrative regions
(Maritimes or Scotia-Fundy, Gulf, Laurentian region, and Newfoundland). No fewer than
43,800 fishers and deckhands operating on 23,000 vessels, hold a total of nearly 100,000
licences (30,300 are for basic species). As well, approximately 800 processing plants employ
38,500 fish workers. The economies of 1,200 communities are based largely on the fishing
industry.
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Beyond those constraints, there are many other factors to consider
before one can truly understand the dynamics of the industry, in par-
ticular the lack of organization and coordination by regional stake-
holders; the fragmentation of economic units and sectoral associa-
tions; the lack of research and development (R & D); the reliance on
exclusive product markets; a lack of business networking, particularly
in distribution-marketing and primary supply; price wars over local
resources; and the lack of cooperation among various groups of fish-
ers and entrepreneurs-processors.

In the final analysis, however, it is the processors themselves who
must accept responsibility for creating higher value-added products
from their raw material. When processors are serious about investing
in the medium and long term, the result is products that use end-
stage processing in surprising ways. Processors like these, and there
are not many, have and use financial and business savvy (access to
international purchasing pools, in-depth marketing studies, advertis-
ing budgets, access to a network of manufacturing subcontractors that
are operational at all times, cost controls, quality control with the
development of industrial standardization, etc.) that is miles ahead
of other stakeholders.

Aside from a few obvious cases, the fact remains that producers,
like governments, have been slow to respond to the signs of grow-
ing trade globalization, particularly the emergence of new producing-
exporting countries and the advent of wide-scale distribution, which
today accounts for 60 percent of retail and semi-wholesale marketing
of seafood products. Over the last ten years, the number of depart-
ments selling fish and seafood (all types combined) at major distri-
bution outlets has doubled, and they dictate demand not only in
Canada but also in other countries that export seafood products.

Reflected in these issues are the numerous parameters that charac-
terize the economic world of the seafood industry and its social and
industrial practices. And a common concern that underlies them all is
the growing imbalance between the interests of processing plants (all
stages of processing combined) and the fishery sector itself. Beyond
the major problem of value-added processing, which fundamentally
affects producers and their future, the two worlds risk further aliena-
tion — i.e., regional fisheries and their management, on the one
hand, and the industrialization and marketing of seafood products,
on the other.
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The growing reliance on imports of a variety of seafood products
(live, fresh, and frozen) and even on low value-added products (from
Southeast Asia and Northern Europe) is a sign of the times, a fact
rarely mentioned in studies on the seafood products industry in east-
ern Canada. That fact must now be taken into account. In eastern
Canada, fish and seafood imports amount to nearly 200,000 tonnes
(approximately $200 million). Of course, most of those imports go
to the processing industry. We should also point out that there have
been numerous attempts at partnerships in the industry, particularly
between processing companies and aquaculture producers, as well as
strategic alliances and takeovers.

Those developments are not, a priori, in any way harmful. On the
contrary, they indicate a gradual adjustment by many producers who
want to upgrade their equipment while maintaining and developing
their businesses. But they also mean that Canadian producers may
have lost the exclusive right to make decisions about Canada’s fisher-
ies, particularly in Atlantic Canada. They need to be aware of this
fact to avoid remaining a captive of industrial models from the past,
which are based on a close association between the regional fishery
and its local processing facilities.

If that is a part of the past, the future lies in recognizing that
processing and value-added processing of seafood products in Canada
must adapt to the new economy and to the standardization of its
structure. In order to survive and thrive, seafood processing must
become a commercial and industrial activity like any other. In other
words, if it becomes less dependent on local primary resources, the
processing and value-added processing industry can refocus on cre-
ating wealth and adding value to seafood products of all types —
i.e., both food and nonfood products, for which there is a growing
demand.

Eastern Canada has an opportunity to take up this challenge, per-
haps by using certain specific strategies (promoting R & D, improved
knowledge of the industrial patents available, new agri-food systems,
biotechnology strategies, and the development of domestic and for-
eign markets). Regional fisheries will only succeed by developing new
manufacturing and quality-control processes and by creating more
differentiated production with a focus on high value-added products.
The creation of regional leadership within a number of industry seg-
ments (prepared foods and semi-fresh and ready-to-serve products,
etc.) must undoubtedly be part of a long-term strategy for value-added
processing of fishery resources.
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As we know, the vast majority of seafood products processed in
eastern Canada undergo primary processing, while only a portion
undergo further primary processing that could increase their value
added, whether for foreign or domestic markets. This is something
that must be acknowledged in eastern Canada — that up to now,
the region has not been able to break out of its role as a primary
supplier.

Apart from certain continental constraints (a domestic market that
is neither well-developed nor lucrative and a US market that is fairly
speculative and volatile but has recently shown some encouraging
signs), the entire industry in eastern Canada must now adapt to new
requirements that will determine its very survival. Those requirements
are technical (the gradual, wide-scale adoption of just-in-time and
industrial computer technologies, a resolve not to depend solely on
local supply, the modernization of canning and freezing/deep-freezing
equipment, and the need to standardize at all levels as part of the
“quality” process), technological (the growing importance of biotech-
nology in food industries and the increased development of aqua-
culture production), and commercial (a greater demand for high
value-added prepared products and ready-to-cook, ready-to-reheat,
and ready-to-serve seafood products as well as major changes in pack-
aging and containers). The new requirements will also affect the
entire distribution system (the reorganization of purchasing pools
in eastern Canada and the development of group brands) and all
components of industrial and marketing strategies that require
adjustments.

The dilemma now facing producers is which overall strategy to
adopt. Should they be conservative and continue to act as suppliers
of basic products with a limited potential for marketing and techni-
cal development (given that competition from Third World countries
for low value-added products has been stronger than ever in recent
years), or should they assume a more aggressive posture and make the
most of new developments in distribution channels in Canada, the
United States, Japan, and the European Union, while at the same time
betting on the success of standardization among the largest players
in eastern Canada, recent though it is.

The new economy confirms this change in course. For a long time,
fish blocks could be produced in huge quantities and still turn a
profit: per-kilo profit margins were low, but they were largely offset by
volume. Then fish stocks began to decline, and Canadian processors
grew cautious. Designed and structured at a time of steady growth,
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the processing industry is now facing stagnating production, constant
and steadily growing disadvantages compared to other manufactur-
ers, the restructuring of consumer markets, and the use of advanced
technology in manufacturing and control processes. The impact is
being felt across the board. Today, all producers in eastern Canada
openly acknowledge the R & D constraints associated with value-
added products, but they also concede that the profit ratio for value-
added products is considerably higher than for no-value-added or
low-value-added products. Consequently, they are finding it worth-
while to make the necessary investment in an overall medium- and
long-term strategy to increase value-added production. And indeed
there are value-added success stories in Quebec, Newfoundland, Nova
Scotia, New Brunswick, and Prince Edward Island.



ocio-Economic Profiles
of the Fishing and
Processing Industry

It is estimated that in over a thousand communities on Canada’s
East Coast, fishing and fish processing are an important part of
the economic base, although far fewer now depend exclusively on
fishing than in the past; those communities are located mainly in
Newfoundland, the northern gulf, and some remote rural areas of the
Maritimes (the southwestern coast of Nova Scotia and islands off the
southwestern and eastern coasts of New Brunswick). Overall, though,
the region’s profile is much more varied. Many fishing communities
have developed other activities alongside fishing, i.e., peat harvest-
ing and processing, agriculture, mining, and forestry. And tourism,
which has been a natural addition to the economy of coastal regions,
offers some interesting potential in the long term. There are, however,
a number of maritime areas that have never been able to create a
comprehensive fishing industry, and they continue to benefit from
only a small percentage of the value of their fisheries resource.’

Generally speaking, communities close to the sea, and not just
those that rely on the fishery, maintain strong ties to their region
and demonstrate fierce independence in the face of adversity. And
even though fishing activities and processing operations are highly
modernized, these occupations have always been seen as a way of life.
It is only recently, for example, that there has been any talk of profes-
sionalizing the trade.'

The fishing industry on Canada’s East Coast is distinct in many
ways from other resource industries not just because of geography
or for its variety of industrial activities but also for the number of
stakeholders and interest groups it comprises. It should come as no

9. See M. Beaudin, “L’adaptation économique des régions maritimes de péche: Le cas des com-
munautés du golfe du Saint-Laurent” [Economic adjustment of maritime fishery regions:
communities in the Gulf of St. Lawrence] (Doctoral thesis, Université de Nantes, 1997),
chapter 7.

10. Provincial legislation on professionalizing the fishing trade has been or is about to be enacted

in Newfoundland, Quebec, and New Brunswick; processing workers will also be profes-
sionalized.

39
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surprise, therefore, that the fishery, more than any other industry, is
highly fragmented. The region has approximately eight hundred busi-
nesses of all sizes and types (half or more of which are exporters) that
are spread along a narrow strip of coastline ten thousand kilometres
long. One of the features of the industry is that it needs a large labour
force, although it has been significantly reduced in the past decade by
the groundfish crisis and the increased use of technology. Another is
that the entire industry is subject to major cycles in primary supply,
with bottlenecks often occurring in a number of industry segments
during peak season, i.e., mid-April to mid-June. However, the expan-
sion of acquaculture and the increasing use of imports by processors
are helping to offset seasonal resource cycles.

Perhaps the main forces to have shaped the fishery are geography
and climate and the nature of the resource on which it depends. But
there are other influences that have helped create its unique character,
such as its traditional nature, government intervention in resource
management, and the fragmentation of its sectoral bases.

Above all, however, it is the seasonal nature of work in the fish-
ery that governs life in maritime fishing regions. And that is some-
thing that is no longer driven simply by weather. It has increasingly
become a function of management measures aimed at protecting
various stocks — there are at least thirty main commercial species
— and of efforts to accommodate as much as possible the industry’s
many competing interest groups, starting with the fishers. There is
also a traditional aspect to economic activities among rural popula-
tions, and it is generally well-entrenched, even more so perhaps in
maritime fishing areas not only because of their relatively easy access
to a shared and varied resource but mainly because of the existence
of income support programs, particularly employment insurance.
Employment insurance benefits collected by fisheries workers in the
coastal areas of Newfoundland and the Gulf of St. Lawrence repre-
sent approximately two-thirds of the income derived from industry
activities; that compares to less than half in the rest of the Atlantic
provinces.'!

11. See Beaudin, “L'adaptation économique des régions maritimes de péche,” chapter 7.
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A Seasonal Industry in a Seasonal Economy

The highly seasonal nature of the fisheries in several subregions of
eastern Canada is a major feature not only of the industry itself but
of the region’s entire socio-economic structure. Not that the seasonal
problem is unique to maritime areas — in fact, to varying degrees,
agriculture, some mining sectors (e.g., peat harvesting), transporta-
tion, forestry, construction, and many service industries (tourism,
personnel services, and education) also make extensive use of sea-
sonal workers. Nevertheless, one fact remains: the problem of seasonal
employment in the fisheries, as in the coastal areas that depend on
the industry, is specific in many ways to the entire social and eco-
nomic structure of those areas and even seems to shape it.

To get an idea of the full extent of seasonal employment in the
Maritimes, we need only look at the numbers: 17 percent of Canada’s
labour force is seasonally employed. And among employment insur-
ance recipients, 40 percent are considered seasonal workers. There is
thus an obvious link between the frequency of benefits and seasonal
work.'? In fact, two-thirds (65.8 percent) of frequent employment
insurance recipients work seasonally. One might expect that regions
with more resource-dependent economies would be more at risk of
unemployment, and this is the case in the Atlantic provinces and
eastern Quebec, where unemployment rates are consistently well
above the national average. With more resource-based economies,
those regions have a higher percentage of frequent recipients of
employment insurance among their unemployed populations. In
Newfoundland and Prince Edward Island 68 percent of recipients are
considered frequent. The figures are 59 percent in New Brunswick and
45 percent in Quebec, still high compared to the national average
of 38 percent. These figures are important to the extent that they
reveal the dependency of fisheries and processing workers or employ-
ment insurance and that they shed some light on a competitive edge
enjoyed by the processing industry, which has a captive workforce
and at the same time is indirectly subsidized.'?

12. According to the Department of Human Resources Development publication From
Unemployment Insurance to Employment Insurance (Ottawa: Supply and Services Canada,
1994), 42-43.

13. This observation applies more to companies that operated on a highly seasonal basis, both
in the fishing and fish-processing industries and elsewhere.
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The Fishery: An Industry or a Network?

In eastern Canada more than anywhere else, fishing and processing
are major components of the agri-food industry. As we know, the
food industry is one of the foundations of the regional economy, par-
ticularly in the Atlantic provinces, where it employs 8.5 percent of the
total workforce and one-third of manufacturing workers. The food
industry also accounts for 19 percent of the total value of regional
exports, which gives some indication of its importance. The seafood
sector is the leader in the food industry, accounting for 58 percent of
agri-food workers and over 77 percent of the value of food exports.'*
With only 8 percent of the Canadian population, the Atlantic region
accounts for 20 percent of national agri-food exports and approxi-
mately 70 percent of seafood exports.'®

Although impressive, those figures only partly reflect the scope of
the seafood industry in eastern Canada. We know that the fisheries
extend well beyond the area between the dock and the plant, tying
into several other economic sectors relating to goods and equipment
and services. Although suppliers of those goods and services are most
often located outside coastal communities, they are never far away
and are generally active in the region. The result is that the more
activity there is in the fishing and processing industry, the more
the effects are felt by downstream activities (marketing, specialized
services, industry consulting, and support services), and vice versa.
For example, in Atlantic Canada’s agri-food industry, approximately
50 percent of jobs are concentrated in the primary sector, 30 percent
are in processing, and a substantial percentage (20 percent) are in
various tertiary sector activities, including management, handling,
transportation, and so on.'®

Strictly speaking, should the fisheries really be considered an
industry? Using a flexible definition of the word, the answer is yes,
although in truth the fisheries are really part of a larger industry, the
agri-food industry. Both are characterized by significant export poten-
tial, resulting in high employment and income multipliers, and local,
regional, and foreign suppliers provide them with components, raw

14. This segment of the seafood industry was even larger before the crisis that shook the ground-
fish sector. Data from Statistics Canada, Annual Survey of Manufactures (1997), cat. 31-203.

15. Based on exports data from STRATEGIS, Industry Canada.

16. DRI Canada, Atlantic Canada: Facing the Challenge of Change, study produced by the Atlantic

Provinces Economic Council and Canmac Economics for ACOA (Moncton, September 1999),
3-17.
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materials, and services. On the one hand, industry businesses are con-
nected vertically by links between buyers and suppliers of products
and services (i.e., production and marketing inputs), and on the other
hand, they are connected horizontally through transfers of technol-
ogy, skills and expertise, financing, and trade agreements. Finally,
services to the industry — the seafood-shipping and distribution
network, support services, and public management and monitoring
mechanisms — play a strategic role that is essential to the industry’s
development, while contributing to employment and income multi-
pliers in the region.

Seafood exports accounted for 19 percent of the value of all
exports from the Atlantic region in 1999, ranking second behind pulp
and paper exports. In fact, the fisheries contribute more to exports
than the following six industries combined: tires, mining and metals,
fruits and vegetables, oil and natural gas production, electrical power,
and potatoes (see figure 1).

Figure 1
Value of Exports by Industry, Atlantic Canada, 1995 and 1999
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Source: STRATEGIS, Industry Canada; compiled by the author.
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To simplify, the seafood industry can be separated into four main
sectors. The first, the primary sector, is harvesting, in this case fishing.
The secondary sector covers the preparation, packaging, and processing
of fisheries resources. These activities are generally grouped together
under the processing industry. The tertiary sector is essentially made
up of distribution-marketing services as well as the supply of goods
and services to the industry, and includes the services of seafood
wholesalers and retailers as well as related services (transportation,
warehousing, insurance, financial services, protection, inspection,
consultation, vessel maintenance and repair, and shipbuilding). The
quaternary sector covers public services in support of the industry. Public
and parapublic guidance provides logistical support to all sectors of
the industry: resource and habitat management, fishing regulations,
technical support for R & D, sectoral organizations, workforce train-
ing, and so on."

Government plays an essential role in the quaternary sector, par-
ticularly federal agencies, which in recent years have provided by far
the most support to the industry in a long time. The fisheries indus-
try, according to subsection 91 (12) of the Constitution Act, is under
the jurisdiction of both the federal and provincial governments. The
federal government has jurisdiction over the resource (fish), from its
natural habitat to the landing dock, and is also responsible for the
management and regulation of fishing licences and leases, boating
safety, surveillance in fishing areas, setting quotas, establishing fish-
ing areas and seasons, monitoring fishing gear and vessels, handling
(landing, loading, and transporting catches), and fish inspection and
marketing standards.'® The provincial government has authority over
land activities, such as fish processing (issuing processing licences, set-
ting licence conditions, training fishers and industry workers, union
organization, etc.). It goes without saying that both levels of govern-
ment not only are key players but are essential to the smooth func-
tioning of the industry.

17. This terminology is borrowed from researcher Raymond Dupuis, who uses it aptly in his
study The Quebec Seafood Industry Network, prepared for Fisheries and Oceans Canada (Quebec,
1997).

18. This is the primary function of the Department of Fisheries and Oceans. One of the largest
federal departments, it has a workforce in Canada of 9,566 (1,053 of them in Ottawa) and a
budget of $1.4 billion for 2000-2001 (Public Accounts). Its mandate is not only to manage
the resource but to promote understanding, conservation, and the optimal use of the resource
and the aquatic environment for current and future generations, while ensuring safety at sea,
environmental protection, and support for industry clients.
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Furthermore, both levels of government have contributed to the
implementation of an entire network of facilities and infrastructures
for specialized services, research, and technology transfers, most often
in partnership with universities, specialized colleges, and government
centres and agencies whose mandates specifically include the seafood
industry. Public monitoring of and support for the industry are crucial
to the forging of close links with all sectors of the industry and with
each regional base. A good example of institutional support is the
aquaculture industry in southwestern New Brunswick. The impetus
for this initiative came from both the federal and provincial govern-
ments, who combined forces with the private sector to ensure a solid
base for the emerging industry. Intensive partnership initiatives and
strategic support are also being provided by other provinces, particu-
larly in the aquaculture sector, where, as in the traditional fisheries
sector, government involvement is fundamental and often essential
— from the product design stage through to wholesale and retail
sales.

Beyond the strategic support they provide, the tertiary and quater-
nary sectors of the fishing industry are essential to the communities
concerned, which benefit from government presence because their
low population densities would otherwise allow for only a strict mini-
mum of public infrastructure and services. Whether a fisheries inter-
pretative centre, a training school for fishers, a regional management
office or an industry research centre, a government’s presence in a
community is a source of enrichment and support. And besides its
direct economic impact, that presence also contributes to employ-
ment diversification.

The Economic Impact of the Industry

Taking into account all four sectors, primary to quaternary, of the
fishing industry, what is its overall economic impact both in eastern
Canada as a whole and in each of its five provinces? Data from the
1996 census provide a fairly accurate picture of the importance of the
industry’s primary and secondary sectors in the region. With respect
to primary production, the census reported 37,481 fishers and deck-
hands who derive most of their income from fishing. The census
also reported that 38,525 people in eastern Canada work in fish
processing. This number can vary because of the cyclical nature of the
resource and according to the time of year, given that the industry
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as a whole is highly seasonal.'” In 1996 a total of 76,006 workers
earned most of their income from fishing and fish processing. The
data for each province are presented in table 1 and show that in
Newfoundland and Prince Edward Island, the industry employs the
highest percentage of workers, i.e., almost 10 percent of the provincial
labour force.

Unlike the industry’s primary and secondary sectors, the contribu-
tion of its tertiary and quaternary sectors is harder to identify. DFO
Economic Services, Quebec Region, in cooperation with the Bureau
de la statistique du Québec (BSQ) and using its intersectoral model,
estimated that the number of jobs generated by tertiary activities in
the Quebec seafood industry is equal to approximately 60 percent of
all jobs in the industry’s primary and secondary sectors combined.*
This percentage seems high to us but can be explained, first, by the
fact that Quebec’s regional/provincial (retail) market is more highly
developed and, second, by the presence of a seafood-processing sector
in metropolitan areas. Although it is risky to extrapolate for each
province, we believe that a 40 percent ratio is realistic for the Atlantic
provinces given the fisheries’ dominant position in the economy.
Using that 40 percent estimate, we can assume that 30,402 tertiary
sector jobs®! are related to the fishing industry in the five eastern
Canadian provinces.

The quaternary sector is a strategic link in the industry. Providing
support, management, and industry regulation structures (capture,
transportation, processing, industrial standards, marketing, harbour
and industrial infrastructures, R & D, and professional associations),
the public and parapublic services providing support to the fisheries
constitute the backbone of the various segments of the industry.**

19. The moratorium on the groundfish fishery, for example, reduced the labour force in the
Newfoundland fisheries from approximately 44,000 in 1990 to 17,500 in 1995. The expansion
of the shrimp and snow crab fisheries led to some rehirings, which brought the number of
people directly employed in the fishing industry in Newfoundland in 1998 to 27,000 (accord-
ing to The 1998 Newfoundland and Labrador Seafood Industry — Year in Review).

20. This is an estimate for the province as a whole. The fisheries are much more extensive in
Quebec because of the size of the internal market for seafood products. See Fisheries and
Oceans, The Quebec Seafood Industry Network (Quebec, 1997).

21. Tertiary jobs include jobs in related activities (construction, vessel and plant repair and main-
tenance, transportation of fishery products, manufacturing and sales of fishing equipment
and gear, consulting services, accounting, etc.).

22. Fisheries and Oceans, The Quebec Seafood Industry Network.
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In the federal government, 5,261 people are employed by the
Department of Fisheries and Oceans in the four administrative
regions in eastern Canada, i.e., 55 percent of the department’s staff
across the country. Staff in other federal departments and agencies
may also be involved in projects and duties specifically involving the
fisheries. Each of the five provinces has a department (sometimes
responsible for another industry as well) and regional infrastructures
to meet industry needs (research centres, interpretative centres, and
industry training facilities). Sectoral agencies and various associations
are especially numerous in the fisheries, whether involved in harvest-
ing, processing, or marketing.

Our aim here is not to provide a breakdown of the kinds and num-
bers of jobs or the revenues and expenditures specific to the fisher-
ies. The study conducted in Quebec estimates that quaternary sector
employment accounts for 13 percent of jobs in the base industry
(fishing and processing). Applied across eastern Canada, that percent-
age translates into 9,881 “quaternary” jobs. That figure does not seem
at all excessive, considering that DFO alone employs 5,261 people
in the region.” The number of quaternary jobs in the fisheries repre-
sents 50 percent or more of all government jobs in the region related
to industries associated with the oceans.?* Table 2 summarizes the
distribution of fisheries-related jobs by sector.

Our definitive estimate is that there are 116,288 jobs directly
related to the fisheries industry in eastern Canada, 76,006 (65 per-
cent) of which are involved in the industry’s core activities. Those
jobs, which should be considered direct jobs — meaning that they
are fundamentally dependent on fishing and processing — in turn
help create other jobs in the economy, and those we estimate using
an employment multiplier. The multiplier used was 1.15, the same as
in Quebec, and based on it, we calculate that there are 17,443 addi-
tional jobs in eastern Canada that depend indirectly on the fisher-
ies. In total, therefore, 133,731 people are employed in the fishing
industry and related activities in the Atlantic provinces and eastern
Quebec.

The importance of the fisheries is even more obvious when we
look at the income it generates, either directly or in the form of
transfer payments. We estimate the direct income from fishing and

23. Figures were obtained from the regional offices of the Department of Fisheries and Oceans.

24. On this topic, see Department of Fisheries and Oceans, National Oceans Industries (Quebec);
Internet site.
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Table 2
Estimated Impact of the Fisheries in Eastern Canada, 1996

Number Income

of Jobs (in millions of dollars)
Primary sector — fishing 37,480 818
Fish processing 38,525 477
Total, fishing and processing 76,005 1,297
Tertiary sector® 30,402 692
Quaternary sector® 9,881 276
Direct impact of the industry 116,288 2,265
Indirect spin-offs from multipliers® 17,433 340
Industry impact 133,731 2,605

Source: Calculated and compiled by the author.

o

We estimate that 40 percent of jobs in the base industry (fishing and processing) are tertiary sector jobs directly
related to the industry. In Quebec, analysts use a ratio of 60 percent. Estimated income from tertiary employment
is the same as the average salary in the Atlantic provinces, i.e., $22,745 in 1996.

Basically includes industry-support services (jobs in provincial departments and Fisheries and Oceans, as well as
agencies and organizations directly involved in the industry). The estimated income from quaternary jobs is based
on the average salary of public sector employees in the Atlantic provinces, i.e., $27,930 in 1996.

The employment multiplier is 1.15, which means that for every 100 direct jobs in the industry, there are 15
other jobs, particularly among suppliers. We use an income multiplier of 1.30. Both multipliers were used by
DFO analysts (Quebec) to assess the impact of the seafood industry in Quebec.

o

a

processing activities on Canada’s East Coast at $1.3 billion, which
combined with a direct income from the tertiary and quaternary
sectors of $968 million totalled $2.3 billion in 1996. If we include
indirect income, a total of $2.6 billion is injected into the eastern
Canadian economy through the fisheries and the seafood industry
(see figure 2).

This brief impact analysis easily demonstrates that the seafood
industry, including upstream and downstream services, involves
many players and provides a strong link among various regional
bases. Although there are nonmaritime occupations within maritime
fishing areas, the region as a whole is largely grounded on the sectoral
bases of the fishery. The coast is home to a number of centres with an
industrial function (Corner Brook, Summerside, Sydney, Miramichi,
Shippagan, Sept-iles, etc.), an administrative and commercial func-
tion (Bonavista, Antigonish, Yarmouth, Digby, Moncton, Caraquet,
Matane, Gaspé, etc.), or a combination of functions, as in the case
of urban areas such as Halifax, St. John’s, Truro, Charlottetown, and
Bathurst. Although at first glance those centres have little interaction
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Figure 2
Overall Economic Impact of the Fisheries in Eastern Canada, 1996
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Source: Compiled and calculated by the author.

with the fisheries, as a whole they provide the main administrative,
scientific, and commercial services that supply and support the entire
industry.?> To various degrees, they also meet the needs for goods
and services in neighbouring rural areas, in this case maritime fish-
ing areas, which is how these centres developed and grew in the
first place. In fact, servicing rural areas is partly responsible for their
continuing growth.

25. For example, government agencies such as Fisheries and Oceans (head offices in St. John’s,
Halifax, Moncton, and Quebec City, with local offices in several coastal centres), gov-
ernment departments and agencies, maritime research centres (St. John’s, Halifax, Truro,
Charlottetown, St. Andrews, Moncton, Shippagan, and Matane), sector agencies and regional
associations, training centres (Pictou, Caraquet, and Grande-Riviere), and so on.



II

eafood Products in Canada
and Abroad: Industry Structure
and Recent Developments

Despite the overharvesting of numerous fish stocks in various regions
of the world, the fisheries and the seafood industry are experiencing
a period of sustained commercial expansion. One only has to attend
any international trade fair to realize the surprising vitality of this
industry and the host of products from around the world. According
to the United Nations Food and Agriculture Organization (FAO) world
catches of fish and shellfish (aquaculture included) set an unprec-
edented record of 100 million tonnes in 1992. Production rose to
122 million tonnes in 1997, mainly as a result of increased aquacul-
ture production, but dropped to 117 million tonnes in 1998. Growth
in fish supply will probably continue to slow down for some years,
mainly because of the levelling off or reduction in maritime fish land-
ings and a slowdown in the growth of aquaculture production com-
pared to the early 1990s.%® However, demand for seafood products
should continue to keep pace not only as a result of the rise in the
standard of living and the population growth but also because of
other factors relating to industrial organization and technological
applications. As Jean Chaussade explains in his book La mer nour-
riciere: enjeu du XXI* siécle, demand mirrors supply as much as supply
mirrors demand.*’

The Origin and Use of Primary Supply

We should first clearly identify the various types of supply and their
origins. The capture fisheries include maritime and inland (or fresh-
water) fisheries, while aquaculture fisheries produce fish that are
farmed or raised in marine environments (salt water) or inland water-
ways (fresh water, rivers, and brackish water). Table 3 illustrates these

26. The slowdown was caused by the overharvesting of a number of large fish stocks in Nordic
countries, particularly northern cod stocks, and the negative effects of El Nifio on Peruvian
and Chilean fisheries, and by the collapse of the Soviet Union, which had the world’s largest
capture fishery.

27. See Jean Chaussade, La mer nourriciere: enjeu du XXF siécle [Nourishment from the sea: 21%
century issues| (Institut de géographie de 'Université de Nantes, 1994).

51
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Table 3

World Fisheries Production by Source of Supply,
1990-97

Production (in millions of tonnes)
1990 1992 1994 1995 1996 1997

Inland fisheries

Aquaculture 8.17 9.39 12.11 13.86 15.61 17.13
Capture 6.59 6.25 6.91 7.38 7.55 7.70
Total inland

fisheries 14.76 15.64 19.02 21.24 23.16 24.83
Maritime fisheries

Aquaculture 4.96 6.13 8.67 10.42 10.78 11.14
Capture 79.29 79.95 85.77 85.62 87.07 86.03
Total maritime

fisheries 84.25 86.08 94.44 96.04 97.85 97.17
Total aquaculture 13.13 15.52 20.77 24.28 26.38 28.27
Total capture 85.88 86.20 92.68 93.00 94.63 93.73
World total 99.01 101.72 113.45 117.28 121.01 122.00

Source: FAO, World Review of Fisheries and Aquaculture, 1998.

distinctions and shows an assessment of the various sources of supply
for most of the 1990s.

As we can see, primary fish supplies come mainly from the cap-
ture, or wild, fisheries. The maritime capture fisheries reached a record
production of 87 million tonnes in 1996, but by then the rate of
growth in fisheries production was in decline. In the 1950s and 1960s,
world production in the maritime fisheries increased 6 percent per
year, on average, and doubled between 1950 and 1961 from 17 mil-
lion to 35 million tonnes. It doubled again over the next two decades,
reaching 68 million tonnes in 1983. During the next ten years, how-
ever, the average rate of growth fell to 1.5 percent and then to 0.6
percent in 1995-96. But by then aquaculture production was on the
rise and buoying the level of primary supply, as shown in figure 3.
With the exception of China, where aquaculture production is replac-
ing the capture fisheries (maritime and inland), the capture fisheries
dominate, with 87 percent of primary fisheries production in 1998.
This is illustrated in table 4, which combines traditional supply
(the capture fisheries) with aquaculture production and shows that
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Figure 3

Change in World Supply — the Capture Fisheries and Aquaculture,
1988-98
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Source: FAO, FISH DATABASE; compiled by the author.

the thirty-five top fish and seafood-producing countries account for
90 percent of world fisheries and aquaculture production.

Half of world fish and seafood production in 1998 came from five
countries: China (38.0 million tonnes), Japan (5.9 million tonnes),
India (5.5 million tonnes), the United States (5.2 million tonnes),
and the Russian Federation (4.5 million tonnes). Indonesia, Peru,
Chile, Thailand, and Norway each produced between 3.3 million and
4.4 million tonnes. In total, those top-ten producers accounted for
two-thirds (66.8 percent) of total world fisheries production in 1998.
Twenty-three countries recorded primary production of at least one
million tonnes, with Canada ranking twenty-third.

In recent years, the volume of fisheries products sold fresh
increased not only in absolute value but also as a percentage of fish
sold in all forms (see table S5). In 1997, approximately 35 percent of all
fish was sold fresh, compared to 20 percent in 1986 and 25 percent in
1993. The volume of frozen fish also went up, both in developed and
developing countries, as did the supply of fish fillets, frozen shrimp,
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Table 5
World Utilization of Fisheries and Aquaculture Products,
1993-97
1993 1994 1995 1996 1997

Utilization (%) (%) (%) (%) (%)
Sold fresh 25.3 25.8 29.5 32.2 35.1
Frozen 24.8 23.6 23.3 22.8 22.2
Canned 12.2 11.1 10.9 10.3 9.2
In-brine, salted,
dried 9.8 9.8 10.0 9.6 10.0
Processed into
meal or oil 26.1 27.9 24.7 23.5 22.0
Miscellaneous 2.0 2.0 2.0 2.0 2.0
Total 100.0 100.0 100.0 100.0 100.0

Source: FAO, The State of World Fisheries and Aquaculture, 1999.

and ready-to-serve fish and fish in other convenience foods. Canned
and frozen products, on the other hand, seem to be losing their share.
We should point out that the distinction between fresh-chilled prod-
ucts and frozen products is often difficult to draw. It is clear, however,
that new processing and preservation technologies are resulting in a
wider range of fresh and chilled products. Also, the supply of in-brine,
salted, and dried products is increasing. Again, there is some inter-
esting diversification taking place involving products that increas-
ingly contain farmed products and shellfish meat. It is interesting to
note in passing that approximately one-quarter of total world fish
production is used in animal feed.

The Growing Importance of Aquaculture

Aquaculture has exploded in the last two decades, to the extent that
it is now radically altering the international seafood trade. This has
not happened by chance. Greater access to new technology, particu-
larly in the area of marine biology, has resulted in faster and more
effectively controlled breeding: that and the expansion of markets for
seafood products are primary factors in the industry’s vitality. There
are also many other reasons for these developments. With the stagna-
tion and, in some cases, the decline of the capture fisheries, attrac-
tive markets are opening up for the aquaculture industry. Also, stor-
age and distribution methods have improved, which have not only
boosted import-export flow but also spurred retail sales. As well, the
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integration and modernization of distribution-marketing channels
and the globalization of quality standards give consumers access to a
growing variety of quality products at affordable prices.

Stimulated by new technologies and supported by numerous gov-
ernments who see it as a “natural” addition to traditional and declin-
ing fisheries (or, in the case of developing countries, as a way to attract
foreign currency), aquaculture has become one of the most prolific
segments of the food industries, so much so that for fifteen years,
aquaculture products have literally sustained the growth of the world
seafood trade. A number of farmed products, in particular shrimp,
Atlantic salmon, whitefish such as tilapia, as well as some molluscs
(oysters, scallops, and soft-shell clams), have rapidly taken their place
on the international seafood market; their volume reached 23 million
tonnes in 1997, i.e., three times the volume sold in 1976.%8

Equally significant is the change in the percentage of world fisher-
ies production entering import-export channels, from 30 percent in
1986 to 38 percent in 1997, a significant proportion given that
only 10 percent of global beef production reaches international mar-
kets.?’ The potential of aquaculture has been amply demonstrated by
the rapid expansion of the sector, which has increased annually by
10 percent since 1984. By comparison, the rate of growth in animal
meat production was only 3 percent per year on average, and capture
fisheries production has increased by only 1.6 percent per year.

Aquaculture production more than doubled from 1990 to 1997,
increasing from 13 to 28 million tonnes and driving up its market
value from US$2S5 billion to over US$45 billion. And that does not
include farmed seaweed (7.2 million tonnes, with a value of US$5 bil-
lion); a growing percentage of that production is being used to manu-
facture industrial, pharmaceutical, and cosmetic products. Overall, the
volume of aquaculture products rose from 12 percent of total produc-
tion in 1988 to 26 percent in 1998. Remarkably, over one-quarter
of seafood products intended for human consumption are now pro-
duced by the aquaculture industry.°

Asian countries continue to dominate world aquaculture produc-
tion, including China, which produced two-thirds (67 percent) of the
world volume in 1997 (see table 6). However, given the relatively low

28. FAO, GLOBEFISH, Fishery Products, Production, and Trade (1999).
29. Ibid.
30. FAO, News and Highlights: International Aquaculture Meeting Plans for the Future (April 2000).
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value of carp and seaweed, which form the bulk of its aquaculture
production, China accounts for only 45 percent of the value of the
industry’s world production. On the other hand, Japan contributes
only 3 percent to world aquaculture production, but that amount
represents 7.8 percent of its value, the reason being that it farms large
volumes of species that have a high commercial value, such as young
male salmon, oysters, and sea scallops. As a result, the value of Japan'’s
aquaculture production ranks it second in the world. The same is
true for Indonesia and Thailand, where shrimp production predomi-
nates, and Norway, where salmonid production, particularly Atlantic
salmon, helps raise the value of its aquaculture production.

Two of the ten main aquatic species farmed are plants. Apart from
seaweed and other aquatic plants, various types of carp (silver, weed,
common, marbled, and mrigal) dominate by far in tonnage and
value. Shrimp, salmon, and oysters are the other three main species
because of their high unit value (see table 7).

Among farmed products, shrimp and salmon are probably the
most actively traded seafood internationally. Raised mainly in a tropi-
cal environment, shrimp, which is exported to developed countries,
makes a significant contribution to the economies of some Asian
and Latin American countries. The other high-value species, Atlantic
salmon, which is not among the top ten in aquaculture production,
is farmed in cold climates, where much of what is produced is
consumed. Although a few industrialized countries, such as Japan,
Norway, and the United States, are among the main producers,
aquaculture is most intense in low-income, food-deficient countries.
Some farmed whitefish, such as tilapia and catfish, and some types
of carp are increasingly common in import-export channels. In the
United States, those species have the potential to replace capture
groundfish, including cod, which has become more rare and thus
more expensive. In Europe, hoki, catfish, and tilapia have not been
completely accepted as substitutes for groundfish, which has resulted
in higher prices on the continent for other fish such as cod.

As we have seen, Canada rates as a secondary player in the capture
fisheries (ranking twenty-first globally) and accounts for only a tiny
percentage of world aquaculture production. Canada’s share of world
primary fish and seafood production fell from 1.7 percent in 1990,
before moratoriums on some groundfish stocks were imposed, to
0.9 percent in 1997, dropping from twelfth place in 1990 to twenty-
third place in 1998. That decline can be partly explained by sharp
drops in groundfish supply and by the strong expansion of world
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aquaculture, particularly in Asian countries. Nevertheless, Canada has
managed to stay among the top exporting countries, although it has
dropped in rank — from third in 1990 to sixth in 1997. We will see
how the Canadian fishery has been able to maintain its position in a
more open and increasingly competitive international market. First,
however, let us look at changes in primary supply, which in large part
shapes the industry as a whole.

Primary Supply in Eastern Canada:
Development and Structure

The Traditional Fisheries Sector

In eastern Canada, the supply of seafood comes primarily from the
capture, or wild, fisheries. Canadian catches, particularly groundfish,
gradually increased after the implementation of the 200-mile EEZ,
peaking at 1,334,000 tonnes in 1988 (i.e., 55 percent of landings
in eastern Canada), but the value of landings came mostly from
shellfish, i.e., approximately 68 percent. The situation has changed
considerably since then, however, as shown in figures 4 and 5.

From 733,300 tonnes in 1988, groundfish landings had fell to only
103,600 tonnes in 1995, depriving producers in the Atlantic regions
of the raw material essential to their operations. There was some
recovery beginning in 1996, but groundfish landings reached only
146,700 tonnes in 1998, i.e., only 20 percent of their 1988 volume.

During that time, production of molluscs and crustaceans (mainly
lobster, snow crab, Northern shrimp, and, to a lesser extent, scallops)
was rising steadily. Dockside volumes for molluscs and crustaceans
rose from 200,400 tonnes in 1988 to over 346,000 tonnes in 1998.
This growth is all the more important because it involves mainly spe-
cies with a high market value. However, their value-added processing
poses a problem because of the strong demand for fresh seafood and
the complex and, above all, costly nature of processing these types
of species from an industrial standpoint. Capture levels for pelagic
fish fluctuate from year to year as a result of weather conditions and
economic factors. Herring, capelin, and squid are the main species
marketed in this group. The problem, however, is that the average
unit value of pelagic fish is relatively low; in fact its actual value has
fallen over the last ten years. As we will see later, only herring roe,
destined mainly for the lucrative Japanese market, has a high market
value.



Figure 4

Change in Volume of Fish and Seafood Landings,
by Species Group, Eastern Canada, 1988-98
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Source: Department of Fisheries and Oceans Canada, annual statistics on commercial fisheries and aquaculture;
compiled by the author.

Figure 5

Change in Value of Fish and Seafood Landings,
by Species Group, Eastern Canada, 1988-98
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To varying degrees, each of the five provinces bordering on the
Atlantic and the Gulf of St. Lawrence has been tested by changes in
eastern Canada’s maritime fisheries over the past ten years. Without
going into detail, we will discuss two basic points. First, the ground-
fish crisis has affected not just Newfoundland and Labrador, although
that province has been hardest hit because it depended much more
than the other provinces on groundfish stocks from the continental
shelf. The drop in Newfoundland landings was greater in absolute and
relative terms than anywhere else (see table 8).

Outside Newfoundland, the groundfish-processing industry in the
other four provinces of eastern Canada has also suffered and contin-
ues to be deprived of an essential resource. Processors in Nova Scotia
watched their local groundfish supply plummet from 260,000 tonnes
in 1988 to under 78,000 tonnes in 1995; in Quebec, from 55,700
to 3,400 tonnes; in New Brunswick from 20,000 to approximately
1,300 tonnes; and in Prince Edward Island (redfish in particular),
from 14,400 to 1,300 tonnes. Nevertheless, the fishing industry in
those provinces was less affected by the groundfish crisis than in
Newfoundland. In the Maritimes and to a lesser degree in Quebec, the
industry could still count on a supply of other fairly lucrative species,
such as lobster, snow crab, and scallops.

The other important point to be discussed is the restructuring of
the primary fishing industry, particularly in Newfoundland but else-
where as well. Table 9 shows that restructuring had a major impact on
shellfish harvesting and that one species, lobster, accounts for one-
third of the value of landings on the East Coast. From 24 percent of
total landings in 1990, the value of lobster catches rose to 33.7 per-
cent in 1998. This increase is remarkable given that lobster catches
fell by approximately 16 percent during the same period; however,
firm lobster prices were mainly responsible for its steady perform-
ance. The average price paid to lobster fishers increased from
$4.85/kilogram in 1990 to $10.25/kilogram in 1995, and for the most
part has continued to rise since. Northern shrimp production has also
risen sharply in recent years. Dockside volumes in eastern Canada
soared from 37,000 tonnes in 1990 to over 115,000 tonnes in 1998.
The increase was strongest in Newfoundland, where volumes were
up 52,000 tonnes, and in Nova Scotia, where they grew by 20,000
tonnes. The result is that Northern shrimp production accounted for
7.8 to 21.1 percent of the total value of landings during that period.

One species that made an important contribution to maintaining
a firm foundation for the Atlantic Canadian fisheries is snow crab.
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Although cyclically more unstable and subject to the volatile Japanese
market, snow crab production has grown steadily in eastern Canada
since 1990, from 26,000 to 75,000 tonnes in 1998. Like shrimp, the
snow crab fishery has benefited Newfoundland more than the rest of
eastern Canada: its fishers have captured 85 percent of additional crab
volumes on the Atlantic coast. This rather lucrative fishery, and the
Northern shrimp fishery, has contributed extensively to revitalizing
the fishing industry in Newfoundland. No fewer than 3,300 fishers
granted licenses under the Enterprise Allocation program have turned
to snow crab fishing in Newfoundland, and they operate approxi-
mately forty crabbing grounds, most located in the eastern areas (3K
and 3L), but also in northern (2]) and southern areas (3Ps) and even
on the narrow west coast shelf (4R).3! According to scientists, the
decline in cod stocks hastened the revival of crab stocks because cod
prey on crab.

An important aspect of this new fishery in Newfoundland is that
this type of crab lends itself to processing and thus has led to more
processing plant jobs. Unlike neighbouring provinces, which rely pri-
marily on the Japanese market to sell crab sections, the principal
market for Newfoundland crab is the United States ($281 million in
1999, which represents 74 percent of provincial crab exports), fol-
lowed by China ($45 million), Japan ($39 million), Thailand ($10 mil-
lion), and a few other countries in Asia and Europe. The value of
Newfoundland snow crab exports in 1999 ($379 million) was one
and a half times higher than snow crab exports from the other four
Atlantic provinces combined ($222 million),** an impressive achieve-
ment in a province hit hard by the depletion of groundfish stocks.

In summary, the expansion of the shrimp and in particular the
snow crab fisheries together with firm lobster prices, alone have
supported the East Coast fishing industry for the last ten years.
Also important are regional supplies of scallops (southwestern Nova
Scotia), herring (sardines in southwestern New Brunswick, herring
roe in a number of areas, particularly in northeastern New Brunswick,
and smoked herring in southeastern New Brunswick), groundfish
(approximately 146,000 tonnes landed in eastern Canada in 1998,
including 85,000 tonnes in Nova Scotia, a significant amount), and
growing supplies of other species including mussels (close to 10,000
tonnes), clams and other shellfish (30,500 tonnes), and more recently

31. According to The 1999 Newfoundland and Labrador Seafood Industry — Year in Review.
32. Compiled by the author from Industry Canada’s STRATEGIS database.
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rock crab (8,600 tonnes) and sea urchin (3,300 tonnes). The harvest-
ing of species which until now have been underutilized or ignored,
such as rock crab and sea urchin, show a change in attitude by fishers
and processors, who must now make use of all available species. Of
course aquaculture has also contributed to the regional fishery, as the
following section explains.

The Aquaculture Sector: Expansion and Diversification

Although Canada is one of the world’s top fish exporters (sixth in
1998), it ranks only twenty-third in fisheries production (the capture
fisheries). Canada’s estimated aquaculture production in 1998 was
92,000 tonnes: i.e., 0.3 percent of world volume and 0.6 percent of
world value — far behind Asian countries, which dominate in both
areas. Although Canada ranks twenty-second in aquaculture produc-
tion, the average unit value of its aquaculture products is particu-
larly high, placing it fourth in that category behind Japan, Chile, and
Thailand.

Canada has only recently established a viable aquaculture indus-
try. Progress has been rapid, however, particularly in salmon and
mussel farming, and there is intense activity in the commercial
production of a growing number of species. Canada’s aquaculture
production rose from 21,500 tonnes to over 113,000 tonnes between
1988 and 1999 and from Can.$105 million to Can.$558 million in
value. The percentage of aquaculture products has continued to rise,
and today they account for 9.5 percent of the tonnage of fish and
seafood landings, but 27 percent of the value of traditional fisheries
production. This increase is particularly evident for farmed fish, e.g.,
Atlantic salmon, production of which increased from 3,400 tonnes
in 1988 to 72,300 tonnes in 1999 ($34 million to $452 million).
Diversification is also underway, particularly in the area of shellfish
farming.

Despite these encouraging signs, the true value of the aquaculture
industry’s contribution to the economy of coastal areas is not always
recognized. This is the case with Canada’s East Coast, although events
in recent years have led to a greater recognition of the industry’s
potential. It is true that aquaculture is only in the embryonic stage
in several coastal areas, and interindustry links have not been clearly
established. Nevertheless, its contribution is extremely significant,
all the more so given that the industry is an answer to the decline of
traditional resources at the same time as it helps to diversity regional
employment.
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Although Canada’s eastern provinces account for 70 to 80 percent
of the value of the traditional fisheries in Canada, they represent a
more modest percentage of aquaculture production, i.e., between 40
and 50 percent. Production is growing steadily, however, rising from
9,000 tonnes in 1988 to 16,000 tonnes in 1990, and reaching 51,800
tonnes in 1999 for a value of $230.5 million (see table 10).

Farmed salmon alone represents 70 percent of the value of aqua-
culture production. However, the industry is relatively diversified,
both sectorally and geographically. Trout, mussel, and oyster farming
are already well established in eastern Canada, and a growing number
of licences are being issued for farming new species, such as clams,
green sea urchin, scallops, cod, haddock, turbot, halibut, Arctic char,
and so on.*

Aquaculture production of bivalves rose from 6,400 tonnes in
1990 to 17,700 tonnes in 1998, and their market value increased from
$10.4 million to $25.7 million. Such growth is remarkable, especially
considering that production of this kind is still affected by the tradi-
tionalism of the fisheries. This is particularly true in the oyster sector,
where most licence holders limit themselves to harvesting, and many
leases remain effectively nonproductive. In Prince Edward Island, for
example, only one hundred of five hundred leaseholders are com-
mercially active.** That ratio is even lower in New Brunswick, where
no more than thirty of the nearly four hundred licence holders oper-
ate commercially.*® According to scientists, there are approximately
eighteen hundred oyster leases in the Maritimes covering nearly 5,000
hectares; if all leases were harvested to capacity and if all viable,
unused sites were farmed, annual oyster production would be in the
order of 125,000 tonnes,*® a long way from the 2,600 tonnes reported
in 1998 by oyster producers in the Maritimes.

The rapid development of the aquaculture sector is even more
evident when compared to the traditional fisheries. Aquaculture pro-
duction in eastern Canada represents a growing percentage of the
total volume of fisheries production, rising from 1.2 percent in 1990

33. For complete and detailed coverage of aquaculture in eastern Canada, see Andrew Boghen,
ed., Cold-Water Aquaculture in Atlantic Canada (Moncton: Canadian Institute for Research on
Regional Development, 1995).

34. According to Aquaculture Industry Profile and Labour Market Analysis, report prepared for the
Canadian Aquaculture Industry Alliance, p. 17.

35. Information obtained from discussions with various industry stakeholders.

36. According to R. E. Lavoie, “Culture of the American Oyster,” in Boghen, ed. Cold-Water
Aquaculture in Atlantic Canada, 192.
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to over 5 percent in recent years (see table 11). Not an impressive
figure, it is true. Worldwide, the percentage of aquaculture products
across the industry has grown steadily, and today it accounts for
12 percent of the capture fisheries production. Nevertheless, in terms
of value rather than volume, Atlantic Canada performs very well,
with aquaculture representing 13 to 15 percent of the value of
traditional fishery landings.

Table 11

Aquaculture vs. Traditional Production - Fish and Seafood,
Eastern Canada, 1990-98

Aquaculture Production Value of Aquaculture Production
as a % of as a % of
Traditional Landings Traditional Landings
All All

Fish Seafood Species Fish Seafood Species
1990 0.9 2.8 1.2 18.8 2.2 10.5
1992 1.7 2.7 1.9 25.9 1.4 11.1
1994 3.7 3.3 3.5 56.1 1.3 11.1
1996 53 4.4 4.9 66.6 1.9 14.0
1997 6.2 4.2 5.2 76.7 1.9 15.3
1998 5.1 5.1 5.1 60.1 2.4 13.2

Source: Compiled by the author using data from the Department of Fisheries and Oceans Canada.



III

tlantic Canada’s Position
in the International
Fish and Seafood Trade

Seafood products in general and shellfish in particular have become
increasingly popular with a growing number of consumers. These
products now account for 16 percent of the animal protein con-
sumed worldwide, and demand per person is growing, a trend that
recent studies say should continue. According to the National Marine
Fisheries Service, world demand for seafood products will increase by
50 percent in the next fifteen years and reach 120 million tonnes.3’
Globally, three-quarters of fisheries production is destined for human
consumption, one-third of which is sold as frozen products, while the
rest is canned, salted, dried, or smoked. Given the characteristics of
fish and especially the problems preparing it, demand for it is higher
in its processed forms and as items on restaurant menus. It should be
noted that the real price of fish is rising more quickly than the price
of other foodstuffs, particularly meat and grains.*® In the short term,
this is the result of limited supply — supply being the determinant
of market prices. In the long term, however, the price of fish is influ-
enced mainly by demand and generally fluctuates more than the
price of other food products.

Of all the major food categories, fish, crustaceans, and molluscs
(both fresh and processed) are the most marketed worldwide. No
fewer than 195 countries export a percentage of their production, and
180 countries import fisheries and aquaculture products in varying
volumes. Exports reached 23 million tonnes in 1997, close to three
times the volume sold in 1976, while in the same year the percent-
age of world production destined for import-export rose to 38 per-
cent.** Since 1995, exports have brought in over US$50 billion per
year, which is approximately 10 percent of the value of agricultural

37. National Marine Fisheries Service, News Release (Washington, DC, June 2000).

38. In real terms, the price of beef in the United States has decreased by 11 percent since 1982;
pork, 23 percent; and chicken, 7 percent, while the price of fish, all categories combined,
has increased by 52 percent: according to “Fish Price Index Prices,” Fulton Fish Market News
(March 2000).

39. FAO, World Review of Fisheries and Aquaculture (August 1999), 16-18

75
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exports. In terms of value, almost all fish exports (95 percent) are in
the form of edible products, although in volume, fishmeal and fish
oil account for a substantial percentage (28 percent in 1997) of world
fisheries production. Over 90 percent of traded products have under-
gone fairly substantial processing.

Growth in the seafood products trade has kept pace with growth
in production, a trend that has accelerated in recent years. The
upsurge in imports and exports is linked to worldwide economic
growth and is supported by the expanding supply of a variety of sea-
food products from around the world. The increase in supply can
also be attributed to aquaculture, particularly the farming of popular
species such as shrimp, whitefish, salmon, and shellfish. However, a
percentage of the increase in world seafood trade is only nominal,
the result of trade among countries that belong to a single political
entity.

What are the factors behind the demand for seafood? There are
several, including a higher standard of living, urbanization, demo-
graphic and social changes, the health benefits of eating fish, the
growth in tourism, and so on. All these factors affect not only the
level of demand but the nature and type of products consumed.
Consumers are increasingly turning to fresh and ready-to-serve proc-
essed products, take-out and delivery, and restaurants.*’

As we have seen, the world supply of seafood products is not
only demand-driven; it is also stimulated by innovation and mass-
marketing strategies. In fact, the distribution and marketing sectors
are undergoing strategic restructuring, forcing suppliers and buyers-
distributors of fish products to cooperate with each other more effec-
tively. The entry of major agri-food producers into the fisheries is
also resulting in a more consistent supply as well as in quality stand-
ardization. Wide-scale distribution, both of fresh and prepackaged,
preserved products, means that large volumes of extremely fresh basic
products have to be supplied upstream. At the same time, there is a
push to develop aquaculture products so as to exercise greater control
over both the supply and the quality of fish and seafood, especially
since local supply is still too often vulnerable to the vagaries of the
fishery and to price wars that push up the price of basic products.

40. We might mention in this regard the proliferation in the United States of the all-you-can-eat
seafood buffet restaurants. See Seafood.com “Buffet Restaurants Increasing Factor in Seafood
Sales”(July 1999).



Atlantic Canada’s Position in the International Fish and Seafood Trade. 77

Industrializing countries are increasingly active in the interna-
tional trade in food products, both as buyers and suppliers, thereby
contributing to the steady and increasing globalization of produc-
tion and trade. More directly, however, it is the growing array of
new products available on the markets, quality standardization, and
more effective international networking by suppliers of raw materials,
processors, and intermediaries that are increasingly stimulating the
world market.

That said, Western countries dominate seafood product importing/
exporting, accounting for half of all exports and 90 percent of
imports. Nevertheless, developing countries, Asian countries in par-
ticular, are also making an important contribution to the seafood
trade, given that close to half the supply finding its way onto world
markets (46 percent of the volume and 49 percent of the value of
world exports) is shipped by Asian countries. Half the world’s seafood
exports come from developing countries and are imported mainly by
developed countries.

The geographical flow of the seafood trade has changed markedly
since the early 1990s, particularly with respect to imports (see table
12). For example, the European Union’s share of world imports fell
from 38 percent in 1990 to 32 percent in 1997, although the total
value of its imports increased from US$135 billion to US$18 billion.
The same is true for Africa, which saw its share of fish and seafood
imports fall from 2.2 to 1.7 percent. Imports rose in Asia (Japan
excluded) from US$3.9 billion in 1990 to US$7.7 billion in 1997,
increasing Asia’s percentage of total imports from 9.8 to 13.6 percent.
Japan, the world’s third-largest trading bloc and top importer of
seafood products, has also been importing more to meet its huge
demand: the value of Japanese fish and seafood imports went from
US$10.7 billion in 1990 to US$17.1 billion in 1996, but fell again
to US$15.6 billion in 1997 because of the country’s financial crisis.
Japan has also maintained its share of the import market, i.e., approxi-
mately 27 percent, as has the United States, whose market share is still
hovering around 14 percent.

There have also been major changes in exports, although less than
in imports. Asia (excluding Japan) has increased its percentage of
world seafood exports from 25.7 to 26.6 percent. Although this may
seem minor at first glance, the result is an increase of approximately
US$S billion, twice the value of Canadian exports. Exports from the



78  [Towards Greater Value: Enhancing Eastern Canada’s Seafood Industry

Table 12

Imports-Exports of Seafood Products,
by Trading Bloc, 1990-97

Trading Bloc 1990 1992 1994 1996 1997
Imports (in millions of US$)

European Union 14,975 16,500 16,211 18,471 18,056
Japan 10,668 12,832 16,202 17,098 15,588
United States 5,568 6,024 7,043 7,080 8,150
Rest of Asia 3,867 5,394 6,465 7,752 7,647
Rest of Europe 1,714 1,928 2,305 3,141 3,167
Canada 620 687 922 1,168 1,137
Africa 883 845 877 903 934
South America 269 280 504 782 791
Common. Ind. States - 70 287 500 513
Central America

and the Caribbean 283 277 396 351 346
Exports (in millions of US$)

Rest of Asia 10,166 12,245 15,925 16,596 15,016
European Union 7,795 8,390 8,970 10,680 10,574
Rest of Europe 4,135 5,635 6,848 8,102 7,521
South America 2,550 3,493 4,397 5,168 5,974
United States 3,020 3,251 3,007 3,148 2,875
Africa 1,504 1,623 2,078 2,542 2,528
Canada 2,271 2,087 2,189 2,300 2,278
Central America

and the Caribbean 750 780 1,105 1,531 1,655
Common. Ind. States - 976 1,847 1,877 1,432
Japan 808 792 758 725 902

Source: FAO, annual statistics on world trade in seafood products; compiled by the author.

European Union, the second-largest exporter, are down from 19.7 to
18.7 percent, while the United States dropped from 7.6 to 5.1 per-
cent, Canada from 5.8 to 4.0 percent, and Japan from 2.0 to 1.6
percent. Exports are up in the rest of Europe (10.5 to 13.3 percent),
South America (6.5 to 10.6 percent), and Central America (1.9 to

2.9 percent).
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The trade balance in the seafood sector is increasingly in the Third
World’s favour, as shown in figure 6. From US$6.3 billion in 1990, the
fish trade surplus in Asia (excluding Japan) rose to US$9.5 billion in
1994 and fell to US$7.4 billion in 1997. These data show a clear trend
toward the globalization of trade in fish and seafood products.

China (including Taiwan), Norway, Thailand, and the United
States are the world’s top four exporters of seafood products.
Thailand’s exports doubled between 1985 and 1990 and again
between 1990 and 19935 (see figure 7), mainly the result of its phe-
nomenal aquaculture development, especially its shrimp farming.
However, major problems (uncontrolled disease and pollution) have
hit the aquaculture industry in recent years, relegating Thailand to
fifth place in 1997. Exports from Norway have soared since 1994,
largely because of salmon farming, so that it now ranks second overall
behind China. It should be noted that Taiwanese (US$1.78 billion in
1997) and Hong Kong exports are included with those from main-
land China. The United States exports a wider variety of products in
various forms. We should also point out that the United States, itself
a major importer, is a leader in the marketing of seafood products.
Many of the primary products it imports are processed further and
then exported internationally. In Europe, Denmark is also a hub for
the marketing of seafood products. The majority of its imports are re-
exported to EU countries, particularly Germany. Denmark’s process-
ing firms are highly capitalized, and their clients include the major
food distribution chains that resell products under their own brand
names.*!

The list of main seafood exporters includes some producers far-
ther down the list who, in recent years, have demonstrated remark-
able staying power (see table 13). They include, for example, Canada,
whose exports seem to have been only partially weakened by ground-
fish moratoriums; Chile, a growing force in aquaculture, particularly
in salmon farming; Indonesia, which has modernized its fisheries and
expanded its aquaculture industry to include shrimp farming, thus
gradually strengthening its position on international markets; Spain,
a major fisheries power that is currently restructuring its supply but
still has major production capacity, particularly in canned products;
and the Commonwealth of Independent States (CIS), which is slowly
recovering from the dismantling of the Soviet empire and is adapting

41. Information obtained from the FAO, FISHERY COUNTRY PROFILE/PROFIL DES PECHES PAR
PAYS.



Joyne ay) Aq pajidwod s1onpoad poojess ul spel) PHOM UO $I1ISHELS [enuue ‘Ovo (921nos

sa1e1§ ueaqqued
uoun sa1e15 juepuadapu) R eOUBWY adoung Jo edLBWY eisy Jo
uede( ueadoing panun jo Aunwwiod)  epeued lenuad edLy 159y yinos 159y
; ; ; ; ; ; ; ; } 9lL-
45
L z1-
—O0L-
5
o
g O
o
1=
9 5
[a)
m
y- 5
=
- 3
“w
=
L O c
(%]
o
| N p
)
a
Ly
-9
8
oL

L661 PUe ‘661 ‘0661 2019 buipea] Aq ‘s1onpoud poojeas ui duejeg apes|
9 2.nb14



Indonesia
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Figure 7
Main Exporters of Seafood Products, 1985-97
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Source: FAO, annual statistics on world trade in seafood products; compiled by the author.

fairly well to the new rules of international trade. Although mostly
obsolete, the production capacity of the CIS is still impressive, and
large segments of the industry are positioning themselves to take
advantage of growing international trade.

That list is far from complete, however, given that in 1997 those
nine countries accounted for a total of US$24.6 billion in exports,
just under 48 percent of the total value of exports worldwide. At least
eight other countries recorded exports of at least $1 billion: in order
of importance they are the Netherlands, South Korea, Iceland, Peru,
the United Kingdom, India, France, and Argentina. Other countries
with significant potential, both in resource supply and in production
expertise and capacity, are also a presence on international markets:
Germany, Australia, Mexico, New Zealand, and Viet Nam.

Japan tops the list for imports, although financial difficulties in
recent years have somewhat reduced its consumer spending. Japanese
consumers buy between 12 million and 13 million tonnes of seafood
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products each year, approximately 3.5 million tonnes of which are
imported (US$15.6 billion in 1997). Japan imports mainly high-value
products, such as shrimp, salmon, tuna, snow crab, and lobster, which
make a major contribution to the country’s high trade deficit. The
European Union, the second-largest trading bloc in terms of imports,
consumes 13 million tonnes of seafood products each year, 7 million
tonnes of which are imported (US$18.1 billion in 1997). We should
point out that a large percentage of the European Union’s trade
is among member countries. Denmark and the Netherlands are
European hubs for the marketing of seafood products.

In Europe as a whole, France and Spain dominate in imports of
seafood products, each valued at US$3 billion in imports in recent
years. Their markets are fairly different: Spain is also a major exporter
of seafood products (ninth worldwide in 1997), and Spanish consum-
ers prefer traditional, medium-value products, such as salted, smoked,
and canned fish, while French consumers enjoy fresh and chilled
seafood and precooked foods. Italian consumers are increasingly
buying prepared and ready-to-serve products, and German consum-
ers, although they have strong purchasing power, traditionally have
little interest in high-end seafood products, preferring less-processed
primary products for the time being, i.e., pelagic fish to supply
Germany’s large canning industry. Imports to the United Kingdom
have remained steady at approximately 900,000 tonnes (US$2 billion).
The Netherlands, on the other hand, has a fairly modest domestic
market but is a European trading hub for seafood products.

Leading Products on International Markets

In international trade, the level and nature of imports and exports
depend in large part on the characteristics of the exporting and
importing countries. For example, China has by far the highest level
of aquaculture production in the world, but almost all of its produc-
tion is consumed domestically. Iceland, on the other hand, exports
almost all of its fisheries production, as does Canada, which benefits
from its proximity to the United States, the world’s largest market
for fish. Products such as tilapia are traditionally consumed locally,
but markets for imitation products are emerging, particularly in the
United States, in response to the relative scarcity of groundfish such as
cod. Furthermore, some countries with traditionally high food pro-
duction have, with the help of foreign capital, turned to the inten-
sive farming of species that only countries with strong economies
and a high standard of living can generally afford. This is the case
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with Thailand, Indonesia, Viet Nam, and Ecuador, countries that
are putting all their efforts into large-scale shrimp farming. Others
have adapted their management style and developed their techno-
logical expertise to produce a consistent, quality, affordable product
for international markets, as Norway, Chile, and Canada have done
with farmed salmon.

Because of all these factors, the structure of the world seafood
industry has changed dramatically in the last ten years. Canned,
salted, and other traditional products that once reigned supreme have
been replaced on certain key markets by fish and fish products, mol-
luscs, and crustaceans. It is no exaggeration to say that when we talk
about a world market, we are basically talking about the market for
shrimp, groundfish, tuna, salmon, small pelagic fish (sardines), and
industrial products (fishmeal and fish oil). In terms of volume, the
main product groups traded (with world-trade percentages in paren-
theses) are groundfish, particularly fillets (18 percent), shrimp (17 per-
cent), tuna (9 percent), salmon (6.7 percent), cephalopods, mostly
squid (4 percent), and small pelagic fish in-brine, smoked, or canned
(4 percent). In 1997 nonfood products (fishmeal and fish oil mainly)
represented 4.6 percent of the volume of seafood products traded
internationally (see table 14).

The world trade structure takes on a different look when we exam-
ine product value instead of volume. For example, frozen crustacean
products and by-products account for 38 percent of international
trade. The expansion of markets for seafood such as lobster, crab,
shrimp, and bivalves is particularly significant for eastern Canada,
which has large and varied stocks of marine invertebrates and a recog-
nized expertise in processing those species. Let us look then at which
seafood product groups are the most heavily traded internationally
and Canada’s, more specifically eastern Canada’s, position in that
market.

Groundfish: More Substitutes for Traditional Products

Until recently, groundfish had long dominated international trade
in seafood products. The reason for the change is in part the deple-
tion of groundfish stocks but also the growing trade in molluscs and
crustaceans as well as the increase in aquaculture, which produces
mainly carp and other cichlids, shrimp, salmon, trout, and shellfish
(mussels and oysters). Also important in this regard is the high unit
value of processed fish products, which in the minds of consumers
are still mass-produced. Markets are nervous about any increase in
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Table 14
International Trade, Main Seafood Product Groups, 1999

Estimated Share

Species and Products of World Trade (%)
Groundfish 18.2
Fresh and frozen fillets 10.1
Fresh and frozen blocks 3.2
Flatfish, fresh and frozen 2.4
Other fresh fish 2.5
Shrimp (all types) 17.0
Tuna (all types) 9.2
Fresh and frozen tuna (including loin) 6.3
Canned tuna 2.9
Salmon 6.7
Fresh and frozen salmon 5.8
Canned salmon 0.9
Industrial marine products 4.6
Fishmeal 4.0
Fish oil 0.6
Cephalopods 4.0
Pelagic fish 4.0
Herring, anchovy, sardine, mackerel 2.8
Canned 1.5
Fresh and frozen 1.3
Fresh and frozen mackerel 1.2
Canned mackerel 0.4

Source: FAO, GLOBEFISH, “World Exports Fishery Product,” 1999 (industrial estimates).

the price of groundfish fillets, for example, although an increase in
the retail price of some seafood is not necessarily seen as negative.
Today, groundfish account for 12 percent of seafood products traded
internationally.*?

42. According to a presentation by Trond Sjoholt (GLOBEFISH) at the fisheries conference held
in Copenhagen, 25 November 1998.
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World groundfish catches fell from 11.5 million to 8.0 million
tonnes between 1990 and 1996, with the sharpest drops being
recorded for Pacific cod and Alaskan pollock. The trends are similar
for flatfish (1.0 million tonnes landed in 1996 compared to 1.2 mil-
lion tonnes in 1990). Despite moratoriums on Canada’s East Coast,
Atlantic cod catches have remained steady because of greater stock
productivity in the Barents Sea. Exports of fresh and frozen cod fil-
lets fell from 307,600 tonnes in 1990 to 231,600 tonnes in 1996, and
groundfish exports from Iceland dropped from 121,000 tonnes in
1990 to 66,000 tonnes in 1997, the result of a decline in that coun-
try’s landings. During that time, exports of salted and pickled ground-
fish increased, and in Norway alone, exports rose from 45,000 to
70,500 tonnes between 1990 and 1997.43

Naturally, Canadian exports of fresh and frozen fish fillets
decreased as a result of the moratoriums, from 91,500 tonnes in 1990
to 40,400 tonnes in 1995. And shipments of fish blocks plummeted
even further, from 56,000 tonnes to 4,200 tonnes.** Exports did begin
to recover in the mid-1990s, but it was due to imports of primary
products. During that time, a large part of the world cod trade con-
sisted of Russian exports of dressed and trimmed fish to Canada,
Iceland, and Norway for further processing.*

High-priced whitefish fillets are beginning to be replaced by less
costly hoki fillets from New Zealand, which are gradually winning
acceptance in Europe and the United States. Since 1995, hoki exports
from New Zealand have benefited from the European Union’s reduc-
tion in customs duties for a growing number of products exported to
Europe. In the US market, farmed whitefish, mainly catfish but also
tilapia, is increasingly replacing capture groundfish.

Shrimp

Of the many fish species sold internationally, shrimp has the high-
est value. World shrimp production has continued to grow, from
2.7 million tonnes in 1990 to 3.5 million tonnes in 1997. At 829,000
tonnes, China alone accounts for one-quarter (24 percent) of global

43. According to FAO, GLOBEFISH, The World Market for Groundfish 57 (November 1998).

44. Fisheries and Oceans Canada, international trade database: http://www.ncr.dfo.ca/communic/
statistics/trade/trade.htm

45. We note the increased use of basic groundfish products by processors, which has resulted in a
rise in imports of fully dressed fish (fresh and frozen) from 45,000 tonnes in 1990 to 127,000
tonnes in 1996 (from $128 million to $381 million): according to Department of Fisheries
and Oceans statistics.
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production, while Indonesia, Thailand, and India each report produc-
tion varying from 300,000 to 350,000 tonnes. Intensive aquaculture
is the main reason behind this expansion: today, 25 to 30 percent of
world shrimp production comes from aquaculture. In 1997 produc-
tion of tiger prawns, mainly from aquaculture farms, reached 608,000
tonnes, i.e., 17 percent of total shrimp production (both fisheries
and aquaculture). Small Japanese shrimp (akiami) ranks second at
500,000 tonnes. Shrimp exports are relatively stable at approximately
1.2 million tonnes. Exports of prepared shrimp rose steadily from
1990 (115,300 tonnes with a value of US$901 million) to 1996
(189,000 tonnes, with a value of US$1.7 billion), and then fell sharply
in 1997 (171,000 tonnes, with a value of US$1.4 billion). The drop
was caused by production declines in Thailand, where infections rav-
aged aquaculture farms. The recent rise of Ecuador — to third place
in the world in 1997 — is worthy of mention: 56 percent of Ecuador’s
production, estimated at 110,000 tonnes in 1997, is sold to the United
States. India also increased its production substantially, with exports
climbing from 62,000 tonnes in 1990 to 105,500 tonnes in 1997.%

Some northern countries, including Canada, are making an
impact on international markets with exports of coldwater shrimp,
mostly in the form of prepared products. Other such countries are
Iceland (26,650 tonnes, with a value of US$172 million), Denmark
(19,300 tonnes, with a value of US$170 million), and Norway (15,500
tonnes, with a value of US$96 million). Canada exported just over
32,000 tonnes of shrimp in 1997, valued at US$120 million. Shrimp
exports passed the 40,000-tonne mark in 1990.

Herring Products

Herring belongs to the family of small pelagic fish, which also
includes mackerel, pilchard, and anchovy — the top three species.
Hovering around 20 million tonnes, world captures of small pelagic
fish are relatively stable. Herring catches tend to fluctuate, increas-
ing from 2.0 million to 3.3 million tonnes between 1990 and 1997.
Norway is the top producer of herring, followed by the former USSR,
Iceland, and Canada. Sardine catches, however, are falling off, par-
ticularly in Peru and Japan, where ocean warming caused by El Niflo
has had a disastrous impact on the sardine and anchovy fisheries.
As a result, world production of canned sardines and pilchards fell

46. Information from FAO, GLOBEFISH, “Production and Trade, Shrimp Analysis — 1999” among
other sources.
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from 560,000 to 340,000 tonnes between 1990 and 1997. Morocco is
the top sardine producer (56,000 tonnes), followed by Peru (55,000
tonnes). The main markets for canned sardines and herring are the
European Union (42,000 tonnes were imported in 1997) and the
United States (20,000 tonnes).*’

There is what amounts to a tradition in New Brunswick of process-
ing herring and sardines. The industry focuses mainly on three types
of products: dried and smoked herring in the southeastern part of the
province, canned herring and sardines in the Bay of Fundy area, and
herring roe, produced mainly in the northeast from fall herring. These
three segments are export-oriented. The canned sardine and small
herring industry has steadily increased its sales to the United States,
rising from $15 million in 1990 to nearly $30 million in 1999. The
same is true for exports of small herring to the US market, which have
jumped from $9 million to $17 million over the last ten years.*3

The main target of the herring roe industry is Japan, the only
major buyer. Volumes vary according to the quality of the herring and
the roe, and the price Japanese consumers are willing to pay. Exports
rose from $30 million to $37.6 million between 1995 and 1996,
fell back to approximately $15 million in 1998, and rose again to
$17 million in 1999. Over 90 percent of Canadian exports of herring
roe go to Japan.

Exports of smoked herring, a speciality of producers in south-
eastern New Brunswick, were valued at $33 million in 1999, an 18
percent increase over 1995. The main markets are the Dominican
Republic and Haiti, as well as the United States, where there are large
Latin American communities.

Salmon

Salmon, particularly farmed salmon, is a popular commodity in
international trade. World salmon production (both the fisheries
and aquaculture) reached 1.1 million tonnes in 1990 and rose to
1.6 million tonnes in 1997 — a result of aquacultural production,
particularly that of Atlantic salmon, which accounted for 561,000
tonnes or 38 percent of world salmon production. Although third
in 1990, Atlantic salmon subsequently rose to first place among
salmon species, ahead of chum salmon (348,000 tonnes), pink
salmon (319,000 tonnes), and sockeye salmon (132,000 tonnes).

47. See FAO, GLOBEFISH, The World Market for Herring 63 (March 2000).
48. Based on data from STRATEGIS, Industry Canada.
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The farming of Atlantic salmon has continued to grow in recent
years, with world production reaching 865,000 tonnes in 2000. A list
of the main producing countries is provided in table 15.

With over seven hundred aquaculture sites, Norway is by far the
world’s top salmon producer: 330,000 tonnes in 1997, a 78 percent
increase over 1990. That growth has continued, with an estimated
production for 2000 of 445,000 tonnes.* After Norway, where almost
all (96 percent) of the salmon comes from aquaculture, Japan ranks
second with 312,000 tonnes, mainly from fishing. Fishing also
accounts for most of the salmon produced in the former USSR —
220,000 tonnes. The United States is also a major producer of salmon,
mainly from the Pacific coast fisheries, although its production fell
22 percent between 1990 and 1997 to 220,000 tonnes. Other major
producers include Chile (175,000 tonnes, mostly from salmon farms)
and Great Britain (120,000 tonnes). Chilean producers who have
the lowest production costs, have increased their exports to Japan.
Canada is a major supplier of both wild (capture) and farmed salmon
(68,000 tonnes). In British Columbia, however, there has been a
marked decline in the landings of capture salmon, from 96,000
tonnes in 1990 to 30,000 tonnes in 1998.

Salmon is marketed in four forms: fresh and chilled, frozen,
canned, and smoked. As well, of course, there are various products
that consist partially or entirely of salmon. Fresh salmon shipments
are made up mainly of Atlantic salmon, world exports of which rose
from 172,000 tonnes (US$988 million) in 1990 to 463,000 tonnes
(US$1.8 billion) in 1997. At 205,000 tonnes (US$764 million) or 44
percent of world exports of fresh salmon, Norway is becoming a lead-
ing supplier of the product. In fact, Norway’s potential for salmon
production is enormous. Generally speaking, the only real constraint
on the expansion of salmon production is market price. In 1992
Canada climbed to second place among world salmon producers, and
in 1997 Canadian exports of fresh salmon approached 46,000 tonnes
(US$248 million) or 10 percent of world exports, most of it going to
the United States. Denmark exports more fresh salmon than Canada,
over 68,000 tonnes in 1997, but mostly to other European Union
countries. Fresh salmon exports from two other suppliers, Chile and
the United Kingdom, have risen dramatically, from 8,000 to 25,000
tonnes each between 1990 and 1997.%°

49. FIS-Market Reports, Farmed Atlantic Salmon Production and Market Report (June 2000).

50. FAO, GLOBEFISH, “Production and Trade, Salmon Analysis — 1999” and Commodity Update,
Salmon, September 2000.
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Table 15

Estimated Production of Farmed Atlantic Salmon,
by Country, 1998-2000

Production Change, 1998-2000
(in thousands of tonnes)

(in thousands Percentage

Country 1998 1999 2000 of tonnes) Change
Norway 343 410 445 102 29.7
United Kingdom 112 120 120 8 7.0
Chile 102 104 130 28 27.5
Canada 58 62 68 10 17.2
Faroe Islands 19 36 40 21 110.5
United States 21 23 24 3 14.3
Ireland 17 19 20 3 17.6
Other 19 18 18 -1 -5.3
Total world 691 792 865 174 25.2

Source: FIS-Market Reports, Farmed Atlantic Salmon Production and Market Report (June 2000).

Exports of frozen salmon have declined by 10 percent since 1990,
falling to 211,000 tonnes (US$690 million) as a result of the overhar-
vesting of capture stocks. The United States is still the main supplier of
frozen salmon, accounting for one-third of world exports down from
59 percent in 1990. Chile, on the other hand, exports just over 50,000
tonnes (US$176 million) of frozen salmon, although we should point
out that it exported only 11,000 tonnes of the product in 1990.
Chilean producers are increasingly targeting the US market, where
they have built a solid reputation. The third-largest supplier of frozen
salmon is Norway; however, that country’s exports have fallen by
36 percent since 1990. Most of its 28,000 tonnes is exported to the
European market, mainly to Denmark and France.

International trade in canned salmon fluctuated significantly
during the 1990s, a reflection of the ups and downs in the harvesting
of wild salmon, which is the product of choice for canning. World
production is approximately 100,000 tonnes, 70,000 tonnes of which
is produced in the United States. The former USSR is still the second-
largest supplier, although its production fell from 34,000 to 13,600
tonnes between 1990 and 1997. The situation is similar in Canada,
which produced 30,000 tonnes in 1998 compared to 97,000 tonnes
in 1990.
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World exports of smoked salmon have shot up in recent years,
more than doubling since 1990, from 13,000 tonnes to almost
29,000 tonnes, and with a commercial value of US$324 million in
1997. DenmarKk is by far the leading supplier, producing approxi-
mately 17,000 tonnes or 58 percent of world smoked salmon exports.
The United Kingdom, Norway, Chile, and France are also major
exporters.

Lobster

World landings of all species of lobster experienced strong growth
during the 1980s and remained fairly stable in the 1990s, totalling
162,000 tonnes in 1997. Homarus americanus is the most abundant
lobster species, with world catches totalling 77,600 tonnes, a drop of
3 percent since 1990, while spiny or rock lobster ranks second with
70,000 tonnes. European lobster is also harvested.>!

Canada has long been the top producer-supplier of lobster, exclu-
sively of the americanus species. Landings increased markedly in all
areas of the Maritimes until the early 1990s, when supply began
gradually falling off (from 48,500 tonnes in 1991 to 39,300 tonnes
in 1997). Nevertheless, Canada is still the world’s top lobster sup-
plier, followed by the United States, where Maine and Massachusetts
account for most of the catch. Lobster catches in the United States
have increased substantially in recent years, and in 1997 the US
surpassed Canada in the volume of lobster landings.

Australia and New Zealand are also major lobster producers,
serving mainly the Japanese market. The species they harvest are
all similar to the spiny or rock lobster family. Australian producers
were the first to crack the US market with frozen lobster tails.

On world markets, Canadian producers compete mainly with pro-
ducers of spiny or rock lobster in the Caribbean, the Baja-California
coast, and South America’s Atlantic coast; the principal countries con-
cerned are Cuba, Brazil, the Bahamas, and some Central American
countries. US landings are steady at approximately 3,000 tonnes
annually. The value of catches of the European lobster, Homarus
gammarus, has been relatively low in recent years. France, England
(Scottish lobster is particularly popular in England), Ireland, and
Denmark are the main producers. However, because the supplies of
this species fall far short of the demand, its price is high. Consumers

51. FAO, GLOBEFISH, The World Market for Lobster 36 (June 1995).
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in the European Union prefer the taste and quality of its meat,
although americanus lobster is gaining acceptance.

Many people may be surprised to learn that eastern Canada does
not have a monopoly on international lobster markets. In fact,
numerous other suppliers also ship to the most lucrative markets,
offering various kinds of lobster, as well as processed, chilled, and
frozen products aimed at a variety of market niches (from midrange
to high-end). Despite the increasing competition with Canadian
lobster, however, most European imports of live and chilled lobster
(including whole frozen lobster) come first from Canada and then
from the United States. US producers are beginning to increase their
shipments to the European market.

World lobster exports consist of two product families: lobster
shipped fresh (live or cooked and chilled whole) and various frozen
products, such as lobster cold pack, lobster pieces (tails and claws),
and frozen lobster meat. Exports of live and chilled lobster have
soared in recent years, increasing from 37,500 tonnes (US$380 mil-
lion) in 1990 to 72,300 tonnes (US$900 million) in 1997. Canada is
the top exporter of fresh/live lobster with shipments of 20,600 tonnes
(US$215 million), followed by the United States, which exported
19,700 tonnes in 1997, valued at US$182 million.>> American dealers
are increasingly shipping lobster abroad, particularly to Europe.

In the other category, processed lobster products, international
exports remained stable during the 1990s at approximately 52,000
tonnes. The total value of exports was US$707 million in 1997. Again,
Canada was the main exporter with 9,800 tonnes (US$140 million)
and even succeeded in increasing its market share. Producers in New
Brunswick and more recently Prince Edward Island are mainly respon-
sible for Canada’s performance, although they have had to rely on
substantial imports of lobster from the US to supply the main plants,
which were suffering from a shortage of supply. Because of the high
price of spiny or rock lobster, however, Australia recorded the highest
value of exports for processed lobster products, i.e., US$145 million.

The fact remains that international trade in lobster and lobster
products is largely dominated by the United States. The second-largest
consumer market for Canadian producers is the European Union,
led by France (which imported two-thirds of Canadian live/chilled
lobster shipments in 1998) and followed by Germany, Belgium, the

52. FAO, GLOBEFISH, “Production and Trade, Lobster Analysis — 1999” and Commodity Update,
Lobster, November 1999.
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United Kingdom, and the Netherlands. At present, Japan is not a
major market for Canadian producers, who ship equal volumes to the
Japanese and Belgian markets, i.e., approximately $25 million. Japan
is a major market for spiny or rock lobster and buys between 70 and
75 percent of Australian and New Zealand production (22,000 tonnes
in 1997).

Some Asian countries, such as Hong Kong and Singapore, import
varying quantities of lobster. In 1997 the value of Hong Kong’s
imports of live and chilled lobster (US$158 million) ranked it second
overall behind the United States. Nova Scotia’s lobster producers
recently entered this market, and in 1995 and 1996 their sales
amounted to Can.$15 million. Attempts have also been made to
diversify products sold on the US market, specifically targeting the
southern states. As a result, live lobster exports from Nova Scotia
to Florida and California climbed from $5.5 million in 1990 to
$12.6 million in 1998. A new market has also opened up in Nevada,
which bought $4 million worth of products from the area in 1999.%3

Another interesting aspect of the lobster market is consumer inter-
est in prepared and canned lobster products. Internationally, the
supply of these products has grown steadily for several years, from
only 700 tonnes in 1988 to 8,800 tonnes in 1997. Since the mid-
1990s demand has been particularly high in the United States.
Canadian exports of prepared lobster rose from $83 million in 1995
to $137 million in 1999, an increase of 65 percent. This product cat-
egory has outstripped other lobster products in sales growth: for fresh
and live lobster, sales increased by 48 percent, for frozen lobster by
55 percent. Figure 8 illustrates these trends.

Although Canada appears to be mainly a major producer-exporter,
it is also a major importer. Canadian imports of lobster reached $190
million in 1998, $180 million of which was for live lobster. Almost
all those imports, which were from New England, went to New
Brunswick to supply the lobster-processing industry. The Canadian
consumer market for seafood products is fairly disorganized, and
wholesale buyers in central Canada often buy from US brokers, who
sometimes resell products from Atlantic Canada. We will look at this
feature of the Canadian market later.

53. Figures from STRATEGIS, Industry Canada.
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Figure 8

Changes in Lobster Exports from Eastern Canada,
by Product Type, 1995-99
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Source: STRATEGIS, Industry Canada; compiled by the author.

Crab

Another lucrative species that undoubtedly helps maintain the vital-
ity of Canada’s fisheries is crab. There are several types of crab, the
most important in terms of production being swimming crab, rock
crab, blue crab, king crab, and snow crab. Canada produces king crab
and snow crab, the production cycles of which tend to alternate:
declines in catches on the Pacific coast, where king crab is fished,
often correspond to an increase in catches in Atlantic Canada, where
snow crab is the dominant species, and vice versa. This phenomenon
is important and has a direct impact on markets, particularly in Japan,
where all types of crab are popular.

World crab production, all types combined, grew considerably in
the last decade, from 850,000 tonnes in the early 1990s to 1,200,000
tonnes in 1997. With 86,800 tonnes harvested in 1998, Canada is
only a modest supplier, although landings have more than doubled
since 1992. China alone produces 340,000 tonnes of crab (160,000
from aquaculture), four times Canada’s production. The United States
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produces 195,000 tonnes and Viet Nam 187,000 tonnes. The top crab
importer is Japan, with 124,000 tonnes (US$901 million) in 1997. The
US market also imports increasing volumes (32,000 tonnes in 1997,
with an estimated commercial value of US$246 million).>*

Nonetheless, Canada is the top supplier of crab to world markets,
with shipments of almost 36,000 tonnes in 1997 (US$224 million).
Canadian production has increased with the expansion of the snow
crab fishery in Newfoundland, where landings rose from 11,000
tonnes in 1990 to close to 70,000 tonnes in 1999.% The United States
exports just over 20,000 tonnes of crab (US$114 million). World
exports of processed and canned crab fell from 30,000 to 23,000
tonnes between 1993 and 1997, mainly because of a drop in produc-
tion in Thailand, which was replaced by Canada as the top exporter
of canned crab. However, Canada’s exports of canned crab are only
modest (4,400 tonnes in 1997, with a value of US$47 million). The
former USSR is also a major supplier, especially to the European
market, where the Chatka brand is popular with consumers.

Bivalves

Bivalves, or shellfish, include various species of invertebrates, the best
known of which are sea scallops, oysters, mussels, and clams. These
products are generally consumed fresh and near the producing areas.
However, a number of other products such as mussels are becoming
increasingly popular internationally. Fifteen percent of world mussel
production is traded on international seafood markets, i.e., 200,000
tonnes or twenty-five times Canada’s production, which was 8,200
tonnes in 1998. Over three-quarters or 1.3 million tonnes of world
mussel production is farmed. China produces 400,000 tonnes of
farmed bivalves, Spain 190,000 tonnes, and Italy 124,000 tonnes.
The European Union is still the largest mussel market, with imports
of 161,000 tonnes in 1997 (the main buyers are France, Italy, and
Belgium) supplied by the Netherlands (53,000 tonnes), New Zealand
(25,000 tonnes), and Spain (23,000 tonnes). Canada’s exports have
held steady at between 5,000 and 6,000 tonnes, for a value of
$13 million to $15 million. The main source of Canadian produc-
tion is Prince Edward Island and a large share of its production is sold
in the Maritimes and central Canada.

54. FAO, GLOBEFISH, “Production and Trade, Crab Analysis — 1999” and Commodity Update,
Crab, November 2000.

55. Government of Newfoundland and Labrador, The 1999 Newfoundland and Labrador Seafood
Industry — Year in Review, 2000.
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Clams have only recently been marketed internationally, with just
140,000 tonnes (5 percent) of the 2.8 million tonnes produced find-
ing their way onto world markets. China dominates this sector with
over 60 percent of world production, followed by the United States
(13 percent), Japan, Thailand, and Malaysia. Malaysia’s clam produc-
tion increased from 40,000 tonnes in 1990 to 84,000 tonnes in 1997.
Of Canada’s production of 32,000 tonnes, which is harvested mainly
in Newfoundland and Nova Scotia, producers have been exporting
approximately 7,500 tonnes annually in recent years, for a value
of $60 million or more. China, South Korea, and North Korea are
the main suppliers of international markets, which accounted for
140,000 tonnes in 1997.%¢

Another seafood product that is in high demand on international
markets is oysters. From 1991 to 1997, world oyster production rose
from 1.4 million to 3.3 million tonnes. China is mainly responsible
for this increase and alone accounts for 71 percent of world produc-
tion. South Korea and Japan are also major suppliers, each produc-
ing approximately 220,000 tonnes. Officially, Canada produces only
about 7,000 tonnes of oysters and sells 1,200 to 1,500 tonnes abroad,
which generates revenues of approximately $6 million. World exports
are approximately 24,000 tonnes, with South Korea exporting 6,800
tonnes (US$45 million) and France 4,800 tonnes ($14 million). The
Netherlands and New Zealand are becoming more active in interna-
tional trade, while Canada is fairly static. Japan is the largest market
for oysters, followed by Italy, Korea, and the United States.

Although scallops top the list of shellfish exports in eastern
Canada, Canada as a whole accounts for only 3 percent of world
scallop production, which was estimated at 1.7 million tonnes in
1997. While Canada produced only 147,000 tonnes of scallops in
1990, China increased its production to 1 million tonnes in 1997;
in so doing it moved ahead of Japan (500,000 tonnes), the United
States (65,000 tonnes), and Canada (51,000 tonnes). World demand
for scallops continues to grow: exports have risen from 40,000 tonnes
in 1991 to 75,000 tonnes in 1997, with a commercial value of US$558
million. The main market for scallops is the United States, where
demand was particularly strong during the 1990s. The United States
imports over 27,000 tonnes (US$243 million) of scallops, followed by
France, which imports close to 14,000 tonnes ($121 million). Canada

56. FAO, GLOBEFISH, “Production and Trade, Bivalves Analysis — 1999” and Commodity
Update, Bivalves, July 1999.
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exports a steady 6,000 to 7,000 tonnes of scallops per year, with a
commercial value of approximately Can.$130 million. Those exports
could easily rise, were it not for the higher demand in Canada
together with a drop in stock productivity in Nova Scotia’s Bay of
Fundy.

This brief overview of global imports and exports of seafood prod-
ucts shows that Canada is both a major producer and a secondary
supplier in this sector and is proof of the increasing globalization of
the seafood products trade. The data also show the growing market
for seafood products, two of which, tiger prawns and Atlantic salmon,
had a major impact on the direction of the international trade in
seafood products during the 1990s.

Changes in Import-Export Flow in Canada
and Eastern Canada

Canadian fisheries production in recent years is estimated at between
$3.5 billion and $4.0 billion, and some 88 to 90 percent of that is
exported to approximately one hundred countries. In 1998 Canada
exported 497,500 tonnes of fish products, valued at $3.2 billion, and
$3.8 billion worth of products in 1999, a 22 percent increase over
1995. On the other hand, the Canadian market (including process-
ing plants) imported nearly 450,000 tonnes of fish and other seafood
products in 1998, valued at approximately $1.8 billion. Imports of
seafood products for domestic consumption and industrial purposes
also rose sharply, and their value increased by almost 40 percent
between 1995 and 1999.

The three main markets for exports of Canadian seafood products
are the United States (68.6 percent), Japan (12.8 percent), and the
European Union (9.4 percent). Canada also shipped seafood products
to newly industrialized countries in Southeast Asia (Taiwan, South
Korea, Hong Kong, and Singapore) (2.7 percent in 1999) and to the
Caribbean (1.7 percent).

Eastern Canada has the largest commercial fishery in the country
and accounted for 78 percent of Canadian landings in 1998. That
percentage fluctuated wildly throughout the 1990s, mainly as a result
of the groundfish moratorium. As well, the value of production is
highest in eastern Canada, a lead that is strengthening. The region
accounted for two-thirds (66.7 percent) of the value of commercial
fisheries production in Canada in 1990, 77 percent in 1995 (despite
the groundfish crisis), and 82 percent in 1998. Following the major
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decline in groundfish stocks, the region’s main processing plants
restructured and diversified their supply, relying more extensively
on imports of basic products. They also sought to diversify their pro-
duction (focusing on a wider product range and using underutilized
species) while targeting further value-added processing.

Canada’s industrial sector as a whole has taken a number of inno-
vative approaches to competing on world markets. On the East Coast
in particular, the fisheries were fairly successful in adapting to the new
realities of the 1990s by, for example, forming joint ventures, develop-
ing technology exchanges, and signing marketing agreements with
companies in Japan, the United States, and Europe. Those agreements
are proof of the sector’s efforts to adjust to the rules of the new econ-
omy. In the area of product technology, processing, and postprocess-
ing, cooperative initiatives were implemented to enhance the com-
petitiveness of businesses and to ensure resource conservation. For
example, Newfoundland and Nova Scotia obtained 100,000 tonnes
of raw materials from foreign suppliers and then successfully mar-
keted them. Indeed, the use of new, selective import strategies to
make regional production facilities more cost-effective is enhancing
the image of the Canadian industry and resulting in the development
of new expertise.

Processing: Diversification on Canada’s East Coast

The seafood industry, like the agri-food industry, is noted for having
a particularly wide range of products available on the market. That
diversity is in part a result of changing demand and in part due to
the large number of aquatic species, several of which are suitable for
processing into various products and by-products. We should also
point out that suppliers of basic products (e.g., fresh and frozen
fish, whole or slightly processed products, and crustacean meat) deal
with secondary and tertiary processors. Consequently, a product on
a supermarket shelf may have begun life by being sold by a fisher to
a dealer, who may then have sold it to a processing plant for basic
trimming or meat extraction, after which it may have been bought by
a wholesaler or processing plant for use in a product that was further
processed.

Regionally, the industry’s sources of supply fall into three catego-
ries: local supply (landings) provided by fishers and chartered vessels,
regional and interprovincial supply, and foreign imports. Given the
scarcity of resources, a growing number of processors are increasingly
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buying from foreign supplies, a trend that is confirmed by import
data. Processors are also turning more to the aquaculture industry,
which is growing by leaps and bounds in many maritime areas. In a
number of instances, processors have taken over certain segments of
the aquaculture industry (e.g., Connors Brothers in the case of farmed
salmon) or formed partnerships with growers to ensure a supply of
raw materials (crustaceans and shellfish).

In eastern Canada, DFO lists eight hundred operations that
produce over three hundred different products and by-products,
and at least half of them export their products (see the list in
Appendix C).>” Most companies specialize in the industrial process-
ing of seafood products, mainly trimming and freezing/deep-freezing.
Secondary processing operations are less common, to say nothing
of tertiary processing and beyond, i.e., value-added processing in
nonfood sectors.

Determining the structural profile of Atlantic Canada’s process-
ing sector as a whole is a difficult proposition. Even DFO has trouble
producing a comprehensive list of products the plants are producing.
At best, such a list can often be provided only every few years.*® Why?
No doubt because the industry is fragmented and geographically
scattered, and even more because it covers an incredible variety of
activities. It is also a seasonal sector, where the accuracy of some
information (number of workers, resource purchase price, product
selling price, investment, etc.) is often doubtful. Apart from a private
survey,* there are only two official sources of plant-production infor-
mation: Statistics Canada’s Annual Survey of Manufactures and annual
plant production reports prepared by Fisheries and Oceans Canada.
And they each present the data on this industry differently: Statistics
Canada looks at financial data on production (number of employees,
hours worked, wages, costs of raw materials, value of shipments, value

57. The Department of Foreign Affairs reports 402 businesses in western Canada that export
fish and seafood products: 216 of them are in Nova Scotia, 56 in New Brunswick, 53 in
Newfoundland, 46 in Quebec, and 30 in Prince Edward Island. See the Directory of Canadian
Fish and Shellfish Exporters, Market Intelligence Division, InfoCentre Data Base, Ottawa,
1997.

58. The most recent production reports available from DFO, dated the summer of 2000, were for
the Gulf region (1998) and Scotia-Fundy (1996), which are part of the Maritimes administra-
tive region. Reports for Quebec are available for 1998. It was impossible, howevet, to obtain
a similar profile for Newfoundland from either the Department of Fisheries and Aquaculture
or the Department of Fisheries and Oceans.

59. Such as the study conducted in 1992-93 by the firm Coopers and Lybrand for the Cashin
Commission. See Supply and Services Canada, The Fish Processing Sector in Atlantic Canada:
Industry Trends and Dynamics (Ottawa, June 1993).
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added, etc.), while DFO provides detailed data on production volumes
and value by species and by product category. Using both sources,
together with Industry Canada import-export data, we can establish
a relatively complete overall provincial profile, which is what we
present in the following pages.

Statistics Canada defines the seafood products industry (SIC 1020)
as establishments primarily engaged in eviscerating, skinning, fillet-
ing, breading, precooking, blanching, or otherwise processing fish,
including molluscs, crustaceans, fish roe, or other marine animals and
plants, as well as establishments primarily engaged in producing fish
oil and fishmeal.®® That definition is inadequate, however, as it fails
to take into account the extremely diverse nature of the processing
sector on Canada’s East Coast. As we pointed out, there are at
least eight hundred businesses involved in buying/selling, prepar-
ing, packaging, processing, and canning fish and seafood, half of
which are exporters. And not all of them necessarily process fish
(see Appendix C).

Although in some areas the industry is dominated by large verti-
cally integrated producers — as is the case in Newfoundland, Nova
Scotia, and southwestern New Brunswick — there are many medium-
sized and small producers of various types. From ordinary buyer-
wholesalers, cottage-industry producers of dried and smoked fish, and
producers of prepared foods to processors-retailers, what is referred
to as the industry’s secondary segment covers a full range of opera-
tions. These processors use approximately forty commercial species to
make several hundred products and by-products, a number that will
inevitably grow not only because previously ignored species are being
harvested but mainly because the aquaculture industry is growing.

With that in mind, we can prepare a production profile by exam-
ining the numerous products from two perspectives: first, major prod-
uct categories (fresh and chilled, frozen, salted, in-brine, and canned
products) and, second, main species groups (groundfish, pelagic fish,
molluscs, and crustaceans) and dominant groups by species. We allow
for a more detailed description of the status of regional production.
Table 16 provides an overall profile based on product category and
arranged by DFO administrative region. The data we use are detailed
and relatively current — except for Newfoundland, which provides
data by major species group only. We also examine the production

60. Statistics Canada and Industry Canada, Industry Overview, Fish Products Industry (SIC 1021);
strategis.ic.gc.ca/.
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in those regions, taking into account the types of products and the
species group to which they belong.

In addition to shedding light on specific regional characteristics,
these data indicate a particularly wide range of products in each
region, with half or more of the production value being made up of
frozen products that in most cases have undergone some degree of
processing. However, Nova Scotia, specifically the Scotia-Fundy sector,
departs somewhat from the general model: fresh and chilled products
predominate there and represent nearly half the value of plant pro-
duction. Except for some occasional minor preparation (evisceration,
washing, and cooking) these products are unprocessed; they include
live lobster, whole fish, farmed salmon, mussels, and oysters, among
others. Approximately 30 percent of production is sold fresh in
the Gulf and Quebec regions. We have no Newfoundland data
for this category, but there is every reason to believe that fresh
products account for a much smaller percentage of production in
Newfoundland because of the province’s remote geographic loca-
tion and the limited size of its domestic market, a hypothesis that is
confirmed by an examination of export data.

In Scotia-Fundy, although frozen products rank second, there is
substantial production of canned and other types of products, par-
ticularly salted and in-brine products. Production is less diversified
in the other regions, although the number of species harvested and
the number of products and by-products made from those species are
particularly high. Scotia-Fundy places first in product diversification,
followed by the Gulf region, Newfoundland (based on the number of
species harvested and the list of import-export products), and finally
Quebec, which has a less-diversified profile.

Overall, half of plant production, both volume and value, is made
up of frozen products that are astonishingly diverse for most of
the species. Frozen products include products in their original state
(whole, not shelled), packaged and slightly processed products,
and higher value-added products. The category comprising salted,
smoked, and in-brine products represents a modest percentage of
production (S to 7 percent), but it is still fairly high in the Scotia-
Fundy, Quebec, and Gulf regions. These are traditional regional prod-
ucts, found mainly in Nova Scotia (groundfish), the east coast of New
Brunswick (pelagic fish, including herring and some groundfish pro-
duction), and Quebec (salted and dried groundfish). A large number
of small dealers/producers in several other regions used to produce
traditional dried fish, but it is now left to established producers in the
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sectors mentioned. Production of canned goods is even more concen-
trated, mostly in southwestern New Brunswick. A single company,
Connors Brothers, produces canned sardines and is a world leader in
that sector. Processing plants prepare other kinds of products such as
fish oil, fishmeal, and some nonfood products. We will look at those
products in more detail in our analysis of import-export flows using
complementary and more recent data.

According to DFO, regional production in Scotia-Fundy consists
of over 300 products: 128 fresh, 144 frozen, 26 salted and in-brine,
and approximately 10 canned. The wide variety of products can be
explained by the unusually large number of producers in the region
and by the availability of so many species (approximately fifty). In the
Gulf region, DFO lists over 200 products made from approximately
40 species: approximately 60 fresh, 118 frozen, 32 salted and in-brine,
and 5 canned, as well as fish oil and fishmeal.®! Production is just as
diversified in Newfoundland, but in Quebec there are fewer products
because raw materials are limited.

Each of the five categories uses different species from three
main groups: groundfish, pelagic fish, and crustaceans and shellfish
(molluscs). In Scotia-Fundy, for example, those three groups generate
155, 94, and 49 products and by-products respectively. Gulf region
producers generate approximately 50 products from groundfish and
80 products from each of the other two species groups.

As we might guess, most production, regardless of the province, is
from a small number of key species; the same is true for products and
by-products. In the Gulf region, those key species are lobster ($310
million in products in 1998, including $90 million in fresh products),
snow crab ($60 million, mostly in frozen products), herring ($31 mil-
lion, two-thirds of which are pickled products, as well as $9 million
in herring roe and $2 million in fishmeal), mussels ($20 million in
fresh products), rock crab ($16 million), peeled shrimp ($11 million),
groundfish products ($9 million), clams and quahogs ($8 million),
mackerel ($6 million), smelt ($5 million), and scallop meat ($4 mil-
lion).%* There is greater diversity in the Scotia-Fundy region, where the
main production for 1996 was as follows: groundfish ($204 million,
half of that in frozen products, mainly fillets, $73 million in fresh

61. According to DFO annual reports on plant production.

62. We note that the value of export products exceeds the production value as reported by
processing companies to Fisheries and Oceans (annual DFO plant production reports). Since
it appears that data reported by processors are underestimated overall, it is more appropriate
to use the export figures.
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and chilled products, and $24 million in salted and pickled products),
lobster ($140 million, mainly fresh), herring ($95 million, two-thirds
of it canned), scallop meat ($80 million, half fresh and half frozen),
shrimp ($37 million), and so on. It should be noted that salmon
production amounted to only $5 million in 1996 because of contami-
nation problems, but it exceeded $100 million in subsequent years.

In Quebec, the industry profile is a bit different because of the
proximity of large urban markets and access to the southern Ontario
market. Some companies with good market connections have tried
to create a niche market for seafood products, and as a result there
are a number of processing plants in urban areas, several of which
have turned to value-added production. Those plants do not neces-
sarily buy from regional suppliers (fishers or suppliers in the area) but
import from abroad through trade channels they have established.

In terms of leading products, Quebec processors have the highest
snow crab production ($61 million in 1998), mainly frozen sections
(claws and legs, not shelled) and fresh and chilled products. Shrimp
products rank second with $48 million in production, followed by
lobster products ($35 million, shipped mainly fresh or live) and
groundfish products ($22 million), half of which is traditional Gaspé-
cured salt cod. As well, some additional products are made from
pelagic fish ($9 million), scallops ($6 million), and various shellfish
($11 million).

Trade Flow in Eastern Canada

Eastern Canada’s fish industry is mostly an export industry. In the
four Atlantic provinces, fisheries exports are second only to exports
of refined petroleum products. The percentage of production (from
the fisheries, aquaculture, and the processing plants) that is exported
varies from province to province and from year to year, based on the
type of product. We do know, however, that between 90 and 95 per-
cent of the value of production is shipped to international markets.
The percentage of production exported is highest in Newfoundland
and the Maritimes as a result of their limited provincial markets
and their fairly restricted access to the central Canadian market.
In Quebec, the fishing and seafood-processing industry successfully
exports a substantial percentage (between 20 and 30 percent) of their
production.

An interesting aspect of the trade flow in Atlantic Canada is with-
out a doubt the sharp increase in imports in recent years. As we
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pointed out earlier, because of the impact of the groundfish morato-
rium, processors have had to turn to other species or obtain their
supply from abroad. Imports of groundfish, particularly cod and
pollock, rose from approximately 25,000 tonnes before the morato-
rium to over 82,000 tonnes in 1998. Import and export trends for
all species and products are clearly illustrated in figures 9 and 10.

Although the volumes imported in 1990 represented only one-
fiftth of exported volumes, imports and exports were almost identical
in 1996. Imports have fallen slightly since then but have remained
very high. In 1990 the value of imports was only 10 percent of the
total value of exports, compared to 36 percent in 1996 and 31 per-
cent in 1999. The main products imported are, of course, groundfish
(Atlantic cod from the Barents Sea as well as Pacific cod and Alaskan
pollock), followed by shrimp (Thailand), mollusc meat (Asia), meal
and other feed for farmed fish (South America), and lobster (Maine
and Massachusetts).

The main supplier to processors in the region is the United States,
which in recent years has accounted for between 35 and 38 percent
of the value of imports. The largest volume of imports from the US
goes to lobster producers in New Brunswick, who spend over $100
million each year on lobster from Maine and the neighbouring states.
Shipments of groundfish from Alaska also contribute to the high
level of US imports to eastern Canadian provinces. After the US, the
maritime countries of Eastern Europe (the former USSR and Baltic
countries) are the main sources of imports for processors in Atlantic
Canada and Quebec and are the top suppliers of groundfish products
imported for further processing and resale on the US market.

In terms of value, approximately 20 percent of seafood products
imported to eastern Canada are from Eastern Europe, 14 percent from
Western European countries that are not members of the European
Union (Iceland, Norway and Denmark), and 8 percent are from the
European Union. Eastern Canada also imports from South America,
particularly fishmeal from Peru, and from Asian countries (Thailand
and China). Table 17 shows the top eight blocs that traded with
eastern Canada in 1995 and 1999 (imports and exports of seafood
products). Apart from the United States, four countries supply
$50 million or more in seafood products to the regional market:
Russia ($85 million), Iceland ($69 million), Denmark ($62 million),
and Norway ($49 million), with Thailand, Estonia, and China not
far behind.



Figure 9
Volume of Seafood Product Imports and Exports,
Eastern Canada, 1990-99
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compiled by the author.

Figure 10
Value of Seafood Product Imports and Exports,
Eastern Canada, 1990-99
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Table 17

Sources of Supply for Eastern Canada, the Fisheries (SIC 0310)
and the Fish Products Industry (SIC 1020), 1995 and 1999

Import Value

(in thousands of Can.$) (%)

Trading Bloc 1995 1999 1995 1999
United States 203,565 324,332 36.7 38.4
Eastern Europe 113,832 162,946 20.5 19.3
Western Europe,

except European Union 72,803 118,342 13.1 14.0
European Union 37,853 73,846 6.8 8.7
South America 18,794 27,654 3.4 3.3
Southeast Asia, NIC (total) 3,572 8,491 0.6 1.0
Japan 2,495 6,705 0.5 0.8
Central America,

except Mexico 13,608 5,714 2.5 0.7
Subtotal 466,522 728,030 84.2 86.2
Others 87,672 116,656 15.8 13.8
Total (all countries) 554,194 844,686 100.0 100.0

Source: STRATEGIS, Industry Canada; compiled by the author.

An interesting characteristic of Canada’s East Coast fishery is its
great diversity, a strength that enables it to weather the hard times: a
decline in one species is offset by price increases for, or expanded pro-
duction of, another species; a new market replaces a failing market;
or an active segment of the industry compensates for problems in
another segment. The groundfish crisis is a good example of the indus-
try’s ability to adjust. Once the moratorium was imposed, it com-
pletely paralyzed the groundfish industry not only in Newfoundland
but also in several other maritime areas (Cape Breton, northeastern
New Brunswick, and the Gaspé Peninsula). However, each of these
regions and even Newfoundland, which depended heavily on
groundfish, recovered within a few years and are now among the
most active export areas. Credit for a recovery of that kind must go to
local businesses; the expansion of some lucrative fisheries, particularly
snow crab and shrimp, have been of great assistance. That is why,
all things considered, the industry as a whole has continued to post
positive results — results that have concealed the magnitude of the
groundfish crisis, if only from a statistical standpoint. It should also
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be noted that in terms of trade, the vitality of the US market has
compensated for the relative weakness of the Japanese market.

Based on plant production reports compiled by DFO, the forego-
ing analysis of the structural profile of the fish and seafood-processing
industry in eastern Canada reveals an astonishing variety of products
in each region. Table 18 reflects the overall profile by providing a list
of exports of leading products and product groups.

The table shows that in 1999 and 1995, lobster products repre-
sented the largest category of fisheries industry exports from eastern
Canada, with a value of $789 million. Snow crab products ranked
second, with total exports of $604 million. Together, lobster and snow
crab products account for approximately half of regional fish and
seafood exports. We should point out that over thirty products are
derived from these two species. The firm price for lobster, not larger
catches, helped push up its export value. Processors in New Brunswick
recently began importing lobster from Maine and the neighbouring
states to supply their raw material and thus extend their period of
activity. We should also point out that Nova Scotia producers and
traders have developed particularly lucrative niches in the United
States (Florida) and Asia (Hong Kong).

The snow crab sector is vulnerable because of its heavy depend-
ence on the Japanese market for frozen crab sections and on the US
market for crabmeat. Moreover, there are wild fluctuations in pro-
duction caused by resource cycles: landings can drop or rise rapidly
within a few years, as was the case in the Gulf of St. Lawrence and,
more recently, on the east coast of Newfoundland. In the past few
years, this sector has been affected by the weak Japanese market push-
ing down prices. However, with the expansion of the crab fishery in
Newfoundland and the popularity of crabmeat on the US market,
this industry has been able to weather the vagaries of supply and
demand.

Another important category is groundfish products — exports rose
from $368 million to $508 million between 1995 and 1999. Given
the current crisis in the availability of this resource, such an increase
is surprising, especially because it is not attributable to a single lead-
ing product, but rather to an upturn in various segments of the indus-
try. By importing basic products, the groundfish industry not only
has been able to maintain its vitality but has probably been able to
strengthen it (see table 18).
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Shrimp is another example that clearly illustrates the characteris-
tics of the fishing industry on Canada’s Fast Coast. When cod stocks
were relatively stable, the Northern shrimp catch was at its lowest.
With the collapse of groundfish stocks, however, the shrimp grounds
were able to recover — according to scientists because cod is a preda-
tor of shrimp. Expansion of the shrimp fishery off Newfoundland and
Labrador, in the northern part of the Gulf of St. Lawrence, and on
the edge of the Scotian Shelf has once again revived an industry in
need of raw material. Exports of shrimp from eastern Canada climbed
from $138 million to $244 million from 1995 to 1999. The growth in
prepared shrimp exports is noteworthy and effectively illustrates the
effort made by the industry to produce higher value-added products,
even when it means importing supplies from other countries.

Scallops have long provided relative stability for the Nova Scotia
fisheries in particular. The province benefits from its proximity to
several major beds in the Bay of Fundy and on the continental shelf
further south. However, most of these beds are being fished to capac-
ity, and fishing fleets have been forced to redouble their efforts to
maintain catch levels. In 1999 the value of scallop exports was $124
million, an 8 percent drop from 1995.

Salmon shipped fresh is another major species exported from
Atlantic Canada. The value of those exports reached $123 million in
1999, an increase of 62 percent from 1995. To deal with increasing
competition, especially from Norway and Chile, producers in New
Brunswick’s Bay of Fundy, where the salmon are farmed, must inno-
vate both technically (controlling disease and accelerating salmon
growth) and in order to limit costs. One of the principal advantages
of the fishery is its proximity to its main market, the United States.
Another is its solid reputation for quality among US consumers and
traders.
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arkets for Atlantic Canada’s
Seafood Products:
Characteristics and Prospects

Changes in export markets for producers in eastern Canada’s fisheries
are driven first by concerns about resource cycles and the economic
climate in importing countries. Afterwards, other factors increasingly
come into play, such as international supply and demand, customs
tariffs, the relative value of the Canadian dollar, and the degree of
industry and trade organization and networking.

The United States, as we have seen, is by far Atlantic Canada’s
most important market for its seafood products, a market that has
continued to grow in recent years. As an indication of its dominance,
the percentage of regional exports to the US rose from 52.7 percent
in 1995 to 69.1 percent in 1999, and in only four years, those same
exports increased in value by $800 million (73 percent). The strong
economic recovery in the United States and the financial crisis in
Japan largely explain the growth of the US market. In contrast, the
value of Japanese imports of seafood products from Atlantic Canada
plummeted from $559 million to $306 million between 1995 and
1999, while at the same time the percentage of exports from eastern
Canada to Japan decreased from 26.9 to 11.2 percent (see table 19).
Exports to the European market have held steady and even increased
despite the sagging French market, one of the primary outlets in
Europe. Exports to mainland China also increased appreciably, from
$39.6 million to $75.6 million, as did exports to Thailand, from $15.8
million to $23.3 million. Shipments to newly industrialized coun-
tries (NIC) in Asia (Taiwan, South Korea, Singapore, and Hong Kong)
decreased slightly from $42.1 million to $35.4 million, while the
value of exports to Central America increased from $49.2 million to
$64.2 million.

Canada benefits from preferred access to United States markets
under the North American Free Trade Agreement (NAFTA), which
provides for and coordinates the gradual elimination of all customs
duties between the two countries. US inspection practices at the
border, considered by Canada to be somewhat arbitrary, are still a

113
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Table 19

Exports from Eastern Canada, the Fisheries (SIC 0310)
and the Fish Products Industry (SIC 1020),
1995 and 1999

Exports
(in thousands of Can.$) (%)

Trading Bloc 1995 1999 1995 1999
United States 1,093,769 1,893,763 52.7 69.1
Japan 555,214 306,368 26.9 11.2
European Union 227,392 294,5765 11.0 10.8
Central America,

except Mexico 49,249 64,212 2.4 2.3
Southeast Asia,

NIC (Total) 42,115 35,395 2.0 1.3
Western Europe,

except European Union 28,738 25,450 1.4 0.9
South America 2,897 2,658 0.1 0.2
Eastern Europe 2,191 2,658 0.1 0.1
Subtotal 2,005,565 2,626,753 96.6 96.0
Other 70,282 112,101 3.4 4.1
Total (all countries) 2,075,847 2,738,854 100.0 100.0

Source: STRATEGIS, Industry Canada; compiled by the author.

barrier to the marketing of seafood products shipped to the United
States, particularly exports of fresh fish, and create obstacles to distri-
bution. Discussions are currently under way to resolve this situation,
and a group has been created to provide cross-border training for
inspection staff. A system is also being established to link electronic
inspection databases with the aim of determining equivalencies for
the fresh, frozen, and canned product sectors.

In Canada, all federally regulated establishments have imple-
mented the Quality Management Program (QMP), based on the
HACCP, which provides an additional guarantee that Canadian
exports will meet regulatory requirements for access to the United
States market.®®> Customs duties have already been eliminated for a

63. National Sea Products (now High Liner Foods Inc.) in Lunenburg, Nova Scotia, was one of
the first companies in Atlantic Canada to incorporate this system’s standards specifically to
facilitate trade with the United States. On the ideas and concepts of the Quality Management
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number of species, particularly Atlantic salmon, Pacific salmon, crab,
hake, herring, mackerel, haddock, and smoked and dried fish. For
some products, it is more difficult to eliminate customs duties under
NAFTA,; this is the case for lobster, scallops, mussels, oysters, halibut,
and prepared and processed fish. The case of frozen fish fillets is still
far from being resolved; however, Mexican licences to import lob-
ster from Canada are no longer necessary. In addition, World Trade
Organization agreements (January 1995) have improved Canada’s
access to markets in many countries, particularly Japan, which has
reduced customs tariffs by 30 percent for some categories of seafood
products. South Korea lowered its customs tariffs by 45 percent; (they
currently range from 10 to 20 percent). The European Union has
rolled back customs tariffs to between 7.5 and 12 percent on numet-
ous groundfish products, a decision that has been applauded by
Canadian exporters. However, tariffs on most processed products,
particularly seafood, remain high at 20 percent.

Nevertheless, Canadian fish-processing companies have benefited
from greater access to European Union markets since 1993, when
the equivalency of the Canadian fish inspection system based on the
QMP was recognized. In fact, since the mid-1990s, member countries
of the European Union have greatly reduced their inspections. Still,
there are some live molluscs and live farmed products that do not cur-
rently benefit from this change because of concerns about fish health
and communicable diseases. And import tariffs on seafood products
from other countries, including Canadian import duties, remain pro-
hibitive, i.e., approximately 20 percent on processed products. In the
case of shrimp, for example, tariffs were reduced from 20 to 6 percent,
but the reduction applies only to the first 4,000 tonnes. In addition,
because the “exemption” is open to everyone, Canada benefits only
marginally. The same logic applies to cod.

We will now look at the characteristics of the principal markets for
producers in eastern Canada and the opportunities they present.

Program (QMP), see K. Sophonphong and C. dos Santos, Fish Inspection and HACCP: An
Overview, FAO, AGR/FI(98)10 or the ISO 9000 series of the Standards Council of Canada,
Industry Canada.
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The United States: A Fragmented Market®*

The “fish and seafood” category is not only the top performer in
Canadian agri-food production; it is also far and away the number
one food product group exported to the United States. Besides being
the world’s largest market, the United States is also the most complex
market for product distribution because of its marked geographic and
cultural differences, which translate into major differences among
markets.

Consumption of seafood products in the United States is not all
that high (approximately 7.5 kg per capita annually). This is the net
weight of fish meat consumed. If we use the live weight, as the FAO
does, the figure rises to 21 kg per capita. Given population growth in
the United States, however, the slightest increase in the consumption
of seafood products means significant market expansion. Thus, from
1980 to 2000, per capita consumption of seafood products only rose
from 12.5 to 15 Ib, but the population increased by 45 million, which
generated additional consumption of 62.5 million Ib of fish and sea-
food. Apart from the population factor, the market is stimulated by
the arrival of new products, such as surimi, catfish, tilapia, and pre-
pared, precooked foods that have a healthy, natural image. At the
same time, meat consumption is decreasing. Some species make up
the bulk of the market, i.e., lobster, shrimp, cod, salmon, tuna, and
shellfish. The restaurant industry accounts for two-thirds of consump-
tion, and consumers buy mainly from speciality stores. Nevertheless,
the trend is towards a balance between restaurant and home con-
sumption. In the final analysis, the industry and production are not
highly structured and, overall, not very active.

As we have already pointed out, the United States is the world’s
third-ranked trading bloc for imports of seafood products, after Japan
and the European Union. The US market annually takes in approxi-
mately 7 million tonnes of fish products, 83 percent of which are
intended for human consumption. Domestic production reached 5.4
million tonnes in 1997, of which 1.5 million tonnes was exported,
resulting in a shortfall of approximately 3.9 million tonnes to be

64. This analysis of US markets is based in part on information collected from export-import
databases (STRATEGIS for Canada and the United States) and the Seafood Market Analyst,
U.S. Seafood Trade Report, 4" ed. (Narragansett, RI, 1999). The analysis also draws on reports
prepared by the Market Research Centre and the Canadian Trade Commissioners Service of
the Canadian Department of Foreign Affairs and International Trade. See the bibliography
for a list of documents on regional markets in the United States.
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made up by imports.®® Import volume is 44 percent of total national
production, lower than in Japan (51 percent), Canada (87 percent),
and the European Union (113 percent).

Although the United States is one of the world’s top fish producers,
it has to import enormous quantities of seafood products to satisfy
domestic demand, especially since demand increased by 26 percent
between 1992 and 1997.%° The consumption of seafood products in
the United States amounts to nearly $50 billion, according to the
National Fisheries Institute. Approximately one-third ($17 billion
worth) of those products are sold through numerous retail supermar-
ket chains and fish markets; however, the lion’s share goes to the food
services industry, which reports sales of $32 billion. We are presently
seeing sustained growth in this sector, and according to the National
Restaurant Association,®’ it should increase its share of sales from the
current 44 to 53 percent in 2007. The institutional sector (schools,
hospitals, universities, etc.) and the restaurant sector are the main dis-
tribution channels for seafood products in the food services sector.®®

Internationally, the United States is one of the largest importers
(second after Japan) and a major exporter (third after Norway and
China). It goes without saying, therefore, that the US market is a trad-
ing hub for fish and seafood. Over seven hundred different products
are listed by trade agencies, evidence of the great diversity of this
market.*

As a major fish-producing country with a small population,
Canada is well-placed to serve the US market, particularly with fresh
and chilled fish and seafood. Canada is also a signatory of NAFTA,
which, together with its proximity to the largest consumer market in
the world, has served to strengthen its trade position. At present, the
US market absorbs most of Canada’s fish and seafood production, and
in eastern Canada the percentage value of the region’s exports to the
United States has increased significantly in recent years, growing from
53 percent in 1995 to 69 percent in 1999. As well, the lengthy period
of economic expansion in the United States has fostered demand
for Canadian food products, especially since the US dollar has

65. According to data from ibid.

66. According to “Seafood Marketing,” Frozen Food Age (April 1997).

67. According to the National Restaurant Association, Seafood News (July 2000).

68. The National Fisheries Institute, About Our Industry (February 2000); www.nfi.org.

69. See Barry’s Seafood Price Current and the National Marine Fisheries Service, the official agency
for the fishing and fish-processing sector in the United States.
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appreciated by 20 to 30 percent over the last decade. Without doubt,
the relative weakness of the Canadian dollar constitutes a compara-
tive advantage for producers in eastern Canada and a major incentive
for US wholesalers and purchasing pools to import seafood products
from Atlantic Canada. Figure 11 shows the marked increase in the
value of the US over the Canadian dollar during the 1990s.

Figure 11

Comparative Change in Value of the US and Canadian Dollars,
1990-2000
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Source: Bank of Canada, Financial Markets Department, monthly average exchange rates; compiled by
the author.

Canada, particularly eastern Canada, is the primary source of US
imports of low value-added fresh and frozen products. The main
export products are crustaceans, groundfish, and, recently, high-end
value-added products (farmed salmon and lobster in particular),
which are shipped to consumer markets in New York and Boston. In
recent years, however, Canada has only had a 17 or 18 percent share
of the US market. Although it has long been the primary supplier
for the US market, it is closely followed by Thailand, with exports
of US$1.39 billion in 1998 compared to US$1.41 billion for Canada.
Ecuador and Chile together shipped US$1.1 billion in seafood prod-
ucts to the United States, while exports by China, including Taiwan,
were valued at US$533 million. The US market is not only huge, but
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it is also extremely varied, and approximately seven hundred inter-
nationally traded seafood products are listed there.”®

Table 20 shows the 1998 market shares, in volume and value, of
the main suppliers of three major product groups to the United States.
Frozen products (including products that are dried, smoked, and pick-
led) dominate imports with a volume of over 1 million tonnes and
a value of US$5.75 billion. In this category, frozen fish, which com-
prises 151 products, accounts for 528,000 tonnes (US$1.5 billion), and
seatood (37 products) accounts for 459,000 tonnes (US$4.1 billion).

With 10.9 percent of imports in this category, Canada is the
United States’ second-largest supplier of frozen products, after main-
land China (11.1 percent) and ahead of Taiwan (10.7 percent).
Thailand supplies 10.1 percent of frozen products imported by the
US. In terms of value, Thailand ranks first (because of imports of
giant tiger prawns), with 19.6 percent of imports, followed by Canada
(10.6 percent) and Ecuador (10.1 percent). Ecuador is also one of
the major suppliers of shrimp to the US market. Canada ranks fourth
in frozen seafood (8.6 percent of the value) and first in frozen fish
(14.6 percent).

Fresh and chilled seafood products, the second major category,
include 104 products (both species and products). Because of its prox-
imity, Canada, of course, is the primary supplier to the United States,
particularly on the seafood market, with 81.4 percent of value and
78.5 percent of volume. Its share of the fresh and chilled fish market
is 44.4 percent of volume and 39.5 percent of value. Overall, Canada
has nearly half (49 percent of volume and 48 percent of value) of the
US market for fresh and chilled seafood products.

The third seafood category comprises canned and processed prod-
ucts. The United States imports 289,000 tonnes of seafood in this
category, with a value of US$1.35 billion. Half of this volume but only
29 percent of its value is represented by canned tuna. Canada has
virtually no share of this market, which is dominated mainly by
a few Asian countries (Thailand, the Philippines, and Indonesia)
and Ecuador; they supply 92 percent of US imports of canned tuna.
Overall, Canada ranks third in volume among the United States’ sup-
pliers of canned products, with shipments of nearly 30,000 tonnes
(10.2 percent of the market), valued at US$202 million. That makes
Canada the second-largest US supplier (15.0 percent) in terms of
value, after Thailand (45.9 percent).

70. According to Seafood Market Analyst, U.S. Seafood Trade Report.
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These figures help clarifty Canada’s position on the US market for
seafood products and show that although Canada is still a leading
supplier, other producing countries, particularly countries that prac-
tise intensive aquaculture, are making inroads into the huge American
market for fish, shellfish, and fish-based products (for human and
animal consumption). Competition is lively between traditional sup-
pliers of groundfish such as Canada and new producers of medium-
quality fish products, which may more effectively meet processors’
needs (harmonization and lower cost of basic products) and mass
consumption criteria.

US imports of seafood products are distributed as follows: 5 per-
cent to fishery companies, 76 percent to wholesalers, and 19 percent
to processors. Although overall industrial production is sufficient to
meet most of the demand, the United States must import to satisfy
its domestic needs. Distribution chains play a major role in import
growth, but wholesale clubs and retailers appear to be gaining ground
in the industry. In recent years, wholesale clubs have accounted for
sales of over $15 billion, making them the number one buyers from
processors in Atlantic Canada. The percentage of seafood products
sold by distribution giants in the United States went from 4 percent in
the mid-1980s to 6 percent in 1996, which is remarkable for this less-
popular sector. There are 9,700 seafood departments in US supermar-
kets that sell seafood products fresh (98 percent), frozen (86 percent),
smoked (23 percent), and canned (18 percent).”! It is worth noting
that many fresh products are in fact previously frozen. The products
most in demand are shrimp (42 percent), fresh fillets (26 percent),
salmon (13 percent), and catfish (7 percent).

Distribution Networks in the United States’?

In the United States, food products are generally sold by food bro-
kers, who resell to supermarkets. Brokers provide after-sales service;
wholesalers coordinate storage, handle distribution and shipping,
and deliver the goods. There are exceptions to the rule, however. For
example, some medium-sized and most large food retailers have their
own warehouses and buy directly from brokers and, at times, manu-
facturers. As a general rule, exporters of processed food can market

71. Figures for 1997 are based on data from Canadian consular services.

72. Much of the information in this section comes from analyses prepared by the Canadian Trade
Commissioners Service, Team Canada Market Research Centre, Department of Foreign Affairs,
and discussions with trade and industry representatives and wholesalers; see also GLOBEFISH,
“Metropolitan Market Series,” Greater Miami, vol. 8; New York, vol. 5; Los Angeles, vol. 4.
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their products through the following three distribution channels:
brokers, wholesalers, and retailers. Profit margins in the distribution
system vary by product; however, on average, broker commissions
are 7 percent, while wholesaler margins are 10 percent and retailer
margins are 35 percent.

Geographically, there is a huge disparity in the US market between
distribution networks and regional variations in consumption habits.
New England is the main port of entry and the largest market for
Canadian seafood products, with the city of Boston alone accounting
for approximately 50 to 60 percent of the regional market. Certain
trends can be seen in the Boston market, including a marked increase
in aquaculture products and a greater consumer preference for Alaska
pollock and pelagic fish from South America, which are generally less
expensive.

In New England as a whole, farmed species such as shrimp,
freshwater brook trout, and crayfish have a share of the market,
which nevertheless remains generally tied to the traditional fisheries.
Consequently, production has increased and marketing systems have
been improved for established products such as oysters and mussels.
These trends reflect the more sophisticated tastes of regional consum-
ers and a public demand for greater variety. The demand for lobster is
currently firm on the regional market, according to Atlantic Canada
exporters. On the other hand, inventories of cod blocks in refrigerated
warehouses are falling, as is demand. The block price varied between
US$1.60 and US$2.10 in 1998, rising slightly as a result of the short-
age, which is becoming a concern. In the shrimp sector, demand is
high, but the market is loaded with the product, and that has led
to lower prices. The market is looking mainly for quantity rather
than quality, according to processors’ associations in New Brunswick
and Nova Scotia. In the New York region, market preferences have
changed recently; for one thing, the recession in the early 1990s went
some way towards modifying consumer habits, and for another, fierce
competition in the market has obliged Canadian exporters to develop
their marketing techniques and focus on competitive pricing.

The northeastern United States (the New England states) absorbs
85 to 90 percent of Atlantic Canada’s exports of seafood products.
In 1999, for example, Massachusetts imported $1.1 billion worth of
the region’s seafood products or 39.5 percent of all shipments to the
United States (see table 21). Next was Maine ($192 million or 7.0
percent) and then New Hampshire ($98 million or 3.6 percent) and
New York State ($96 million or 3.5 percent). Exports from Atlantic
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Table 21

United States’ Export Markets for Seafood Products
from Eastern Canada, 1995 and 1999

Export Value

(in thousands of Can.$) (%)

1995 1999 1995 1999
Destination/state
Massachusetts 689,420 1,081,709 63.0 57.1
Maine 136,317 191,675 12.5 10.1
New Hampshire 22,230 98,286 2.0 5.2
New York 63,855 96,116 5.8 5.1
Florida 14,185 60,381 1.3 3.2
California 24,434 55,170 2.2 2.9
New Jersey 18,065 54,756 1.7 2.9
Rhode Island 24,182 41,056 2.2 2.2
Washington 14,827 34,504 1.4 1.8
Connecticut 12,264 21,096 1.1 1.1
Subtotal (10 states) 1,019,780 1,734,750 92.2 91.6
Other 73,989 159,013 6.8 8.4
Total (United States) 1,093,769 1,893,763 100.0 100.0
Destination/region
Northeast 978,480 1,622,262 89.5 85.7
Southeast 24,118 96,076 2.2 5.1
Southwest 26,254 64,596 2.4 3.4
Midwest 22,396 53,869 2.0 2.8
Northwest 16,922 42,993 1.5 2.3
Other Regions 25,660 13,967 2.3 0.7
Total (United States) 1,093,770 1,893,763 100.0 100.0

Source: STRATEGIS, Industry Canada; compiled by the author.

Canada to the ten main buyers in the northeastern states increased by
70 percent in five years (from $1.02 billion to $1.74 billion between
1995 and 1999), proof of the vitality of this large consumer market,
which has the best segments of the national and international sea-
food products brokerage and distribution network.
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The northeastern United States is home to large wholesaler-
producer-distributors, such as Stavis Seafoods of Boston (12,000
tonnes of products traded annually, with lists of six hundred prod-
ucts and suppliers in twenty-five countries), StarKist Seafood Co. of
Newport, Kentucky (sales of $1.25 billion, with nearly half the canned
tuna market in the United States), and Gorton’s Seafood of Gloucester,
Massachusetts (with $350 million in sales and control of 20 percent
of the sales of fillets and frozen fish products to supermarkets). The
Fulton Fish Market is the largest wholesale fish market in the New
York region with seventy dealers. These giants attest to the region’s
dynamic market for seafood products. That does not mean, however,
that other regions of the United States are of no consequence. In
fact, seven of the ten-largest producer-distributors of fish products in
the United States are located outside New England,” which partially
explains the gradual expansion of markets for seafood products in
various subregions. For example, exports of fish and seafood from
Atlantic Canada to Florida increased from $14 million to $60 million
between 1995 and 1999, while exports to California increased from
$24 million to $55 million. Overall, the value of exports to the south-
eastern United States has tripled since 1995, rising by 154 percent
in the northwest and by 146 percent in the southwest.

There are several reasons why the northeastern United States is
a major export market for seafood products from eastern Canada.
First, New England has a shortage of some species of fish and has to
obtain supplies outside the region. In addition, the price of processed
products is higher there than elsewhere, and high-end and ready-to-
serve products are certain to find buyers if presented attractively and
as part of the current shift to “healthy” products.

A review of the products found on this regional market reveals
some interesting trends that are of particular interest to manufacturers
and exporters in eastern Canada. Beginning with cod, which has been
replaced by pollock or hake because of its high price, it continues to
be a highly popular fish, but the market should remain static. Alaskan
and Pacific species (products also processed in Atlantic Canada for
the New York market) are increasingly common on the New England

73. Including Sysco Corp. of Houston (§1.06 billion in sales — serves over 300,000 restaurants,
hotels, schools, etc.); Bumble Bee Seafoods Inc. of San Diego ($750 million in sales — a leader
in sales of canned goods and surimi); Trident Seafoods Corp. of Seattle ($600 million in sales
— a major producer on the West Coast, with a fleet of thirty vessels and nine processing
plants); ConAgra Seafood Co. of Tampa ($410 million in sales of processed fish products, espe-
cially seafood). Information from “The Big Get Bigger,” SeaFood Business (February 2000).
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market, which is very encouraging because stocks are abundant and
prices advantageous. Sales of Alaska cod, also sold on this market,
increase when quantities of Canadian cod are limited. The main crab
products consumed by the US market are whole crab (distributed on a
wide scale as “combo” cans) and assortments. Shelled crabmeat is the
hardest to obtain. Consumption of surimi (crab-flavoured fish paste)
has increased at the expense of crabmeat, but the authentic product
will always be valued. The future of crab from eastern Canada
seems promising on this market, particularly, according to Canadian
producer associations, if producers focus on value-added processing.
Flatfish species are declining in the region, and the industry is con-
cerned about the future of this product. Finally, the scallop market
is strong, but Canadian products appear to have lost ground. Scallop
catches seem to be satisfactory on the US side (76,600 tonnes landed
in 1997), and the US product appears to be less expensive: however,
the difference can often be up to 75¢ a pound. The quality of the scal-
lops is not the same, however, and many US suppliers are suspected
of adding sodium tripolyphosphate to the product to increase weight,
although apparently such reports are not deterring consumers.

The central US eastern seaboard includes Pennsylvania, Delaware,
Maryland, Virginia, and the District of Columbia (Washington). This
region has three main markets: the Delaware Valley (Philadelphia-
Wilmington), the Baltimore-Washington corridor, and the Richmond-
Norfolk corridor. It is a wealthy, developed region — with 6 percent of
the US population and 9 percent of national income, i.e., $350 billion
— and a major target for producers in eastern Canada.

Producers in eastern Canada know that consumer trends in this
market indicate that fresh and deep-frozen products, including pre-
pared dishes, are growing in popularity, while canned goods are in
decline. They maintain that the strong consumer trend toward a
nutritious diet will continue in the long term and is likely to favour
products prepared in Atlantic Canada. Products in the region with
some of the highest levels of consumption are shrimp and salmon.
Although Boston and New York are still the largest distribution cen-
tres for seafood products destined for the central states on the east-
ern seaboard, markets in Philadelphia and Baltimore-Washington,
because of their proximity, offer considerable potential for export
businesses in Nova Scotia and New Brunswick. Some New Brunswick
manufacturers are developing market niches in the Baltimore
region.
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The southeastern United States, with Atlanta at its centre, has a
population of 43 million, over 16 percent of the national population
and a rate of growth in the past decade that is almost double the
national rate. The market for this region is estimated at $73.4 bil-
lion or 21 percent of the entire US market and includes 53,000 food
stores and 7,990 supermarkets. According to producers in Quebec and
Newfoundland, consumption of seafood products is much higher in
this region than in the rest of the country because of easy access to
fresh catches and a healthy tourism industry. The region is also the
main market for fresh products, particularly seafood (lobster)’* from
some Nova Scotia producers.

Although a large part of the fish and seafood (both domestic and
imported) sold on this consumer market comes from Boston and New
York, local processing plants and other buyers have recently begun
dealing directly with source suppliers in Nova Scotia, Newfoundland,
and New Brunswick. Apart from hake, the market is open to all spe-
cies of fish. Producers in Atlantic Canada and Canadian retailers have
found outlets in the region for fresh fish, especially wild and farmed
salmon (deep-frozen by the unit, whole, with head on and eviscer-
ated) from New Brunswick. There is also a market for halibut. As well,
redfish (in cellophane and packed in layers), mainly large pieces, is
in great demand as a replacement for redfish caught in the Gulf of
Mexico, which is subject to quotas. Quality is the determining factor
on this market, whatever the species.

In the Midwest, which has a population of twenty-three million,
target markets are Illinois, Missouri, and Wisconsin. Chicago is the
most populous centre with twenty million people, and perhaps
because it has the highest ethnic diversity in the region it ranks third
among US cities in sales of seafood products. According to Nova
Scotia producers, this metropolitan centre offers a favourable climate
for new, competitively priced products, particularly products that
focus on quality, convenience, and nutrition. The city’s importance
as a distribution centre with rapid access to the entire world via a
vast transportation infrastructure strengthens its position as a trade
hub. In fact, Chicago has one of the best trade infrastructures in the
United States, particularly its system of highway, maritime, and air
transportation. Another of its strength is food services market, which
is estimated at approximately $50 billion. According to producers in

74. For example, Clearwater Fine Foods Inc., a company that ships various products, including
lobster, to this region.
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eastern Canada, deep-frozen products and other ready-to-serve dishes
have the best prospects in this area. Although consumption of sea-
food products was limited a few years ago to species native to the
region, Canadian producer associations are now saying that Chicago
is fast becoming the seafood capital of the United States.

Until recently, sales of Canadian products in the Chicago market
were hindered mainly by inadequate supply, not demand or price.
That is the opinion of US intermediaries (distributors of ready-to-serve
dishes and fresh and deep-frozen fish brokers), who are quick to add
that this market still has a great deal of potential. This is confirmed
by exporters in eastern Canada, who report that their sales to the
region are increasing by nearly 5 percent each year. It should be noted
that food services (hotels, restaurants, schools, and hospitals) have an
increasing need for high-quality products, not just health-conscious
products. The Chicago Fish House company alone ships 35 million
pounds of fish and seafood to these establishments in thirty-eight
US states. The most sought-after products in this market are cod,
shrimp, salmon, and surimi.

The Cleveland region is also considered fairly important by pro-
ducers in eastern Canada. Cleveland is located at the centre of the
US industrial and financial belt, which includes Ohio, Pennsylvania,
Kentucky, and West Virginia, an area approximately one-third the size
of Ontario and with a population of over twenty million. The region
has six main distribution centres, i.e., the six metropolitan areas, and
its numerous dealers service wholesalers in addition to their usual
clients. Canada exports a wide variety of seafood products to the
area, particularly fresh and deep-frozen fish and shellfish, which are
shipped to wholesalers directly or indirectly. And although those
exports have been modest up to now, approximately thirty wholesal-
ers there do business with producers in New Brunswick, Nova Scotia,
and Newfoundland, many of them buying salmon, cod, farmed mus-
sels, and crustaceans (95 percent lobster). Regional consumer prefer-
ence for seafood products is significant and appears well established.
Today, the majority of the seafood products consumed in Cleveland
are purchased in Boston or Detroit; however, local wholesalers repeat-
edly express their interest in products from eastern Canada and in
trading directly with producers. The species currently most in demand
are salmon, lobster, pollock, clams, mussels, scallops, and crab.

The Detroit market has fifteen million consumers. In recent years,
Canadian exports of fish and crustaceans to the city have reached
$200 million annually. Prospects in this region are excellent, particu-



Markets for Atlantic Canada’s Seafood Products| 129

larly for value-added prepared dishes, including ready-to-serve prod-
ucts prepared in portions. Food distribution is most active in urban
population centres in northern and west-central Michigan, w