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PREFACE

This study deals with the marketing of Atlantic Coast's fresh
and frozen Groundfish in the United States. It forms an integral
part of a review of the Fisheries Sector in the Atlantic Provinces by
the Planning Division of the former Atlantic Developmenf Board
(presently, part of the Department of Regiomal Economic Expansion) and
was initiated under the direction of its Director, Mr. David Levin,
and Mr. A. D. Crerar, Senior Economist, in consultation with industry
and government at the Provincial and Federal levels.

The market surveys in connection with the study startéd in
September 1968 and were completed by February 1969. Initially, the
study was designed to cover the four Atlantic Provinces; however, its
scope was soon expanded to embrace the five provinces on the‘Atlantic
Coast.

The study was carried out under the overall direction of an
Advisory Committee* comprising representatives from selected Federal
Government Departments, Provincial Fisheries Departments and Industry
Organizations on the Atlantic Coast. The composition of the Advisory

Committee was as follows:

A, D, Crerar, Canada Department of Regional
(Chairman of the Economic Expansion (Atlantic
Committee) Development Board)

W. C. MacKenzie : Canada Department of Fisheries

and Forestry

C. G. G'Brien Fisheries Council of Canada

D. B, Lauvghton Degartment of Industry, Trade
and Commerce
T. R. Kinsella Department of Industry, Trade

and Commerce

G. Snyder Dominion Bureau of Statistics

Besides these Committee members, the following participated in the
Committee Meetings almost regularly: D, L, Monroe, (Newfoundland);
T. O'Donnell, (Newfoundland); and A. J. Hemming, (Ottawa).



J.N. Lewis

D.A. MaclLean

M.R.M. Dale

H.C. Lampe*

M. Lessard

G. Bernier

L. Chenard

J.A. Stewart

E.M. Gorman

J.C. Gallant

B. Meagher
R.F. Johnson

R.C. Crewe

(Retired, formerly Chairman,
Fisheries Prices Support Board -
Canada Department of Fisheries)
Canada Department of Fisheries &
Forestry (Fisheries Prices Support
Board)

Canada Bepartment of Regicnal
Economic Expansion

National Research Council

Department of Industry and
Commerce, Quebec

Quebec United Fishermen, Quebec

New Brunswick Department of
Fisheries

New Brunswick Fish Packers!
Association

Prince Edward Island Department
of Fisheries

Prince Edward Island Figheries
Federation, Souris

Nova Scotia Department of Fisheries
Nova Scotia Fish Packer's Asscciaticon

Newfoundland Department of Fisheries

Newfoundland Frozen Fish Trades

E.A, Harvey
' Asscociation

Mr, Joshua John (a member of the Planning ﬁivision
of the fofner Atlantic Development Board) of the Department
of Regicnal Economic Expansion (Planning Division) was
regpengible for carrying out the study. He is deeply
indebtedlto Mr. A.D. Crerar, Chairman of the Advisory Com-
mittee for his wvaluable comments, suggestions and direction

throughout the entire period of study.

During the Market Survey of Groundfish exporting
enterprises on the Atlantic Coast, the following provided

valuable assistance:

*Member of the Advisory Committee till August, 1969,



Quebec Z, Berube, Quebec Pisheries

R. Savoie, New Brunswick Department
of Fisheries

New Brunswick

D.A. Maclean, P.M. Hart and

R.B. McPherson, Canada Department
of Fisheries, Economics Branch,
Maritime Region

Nova Scotia

Nveoundland R.C. Crewe, Newfoundland Department
of Fisheries

Prince Edward E.M. Gorman and P.M. Hart

Island

Mr. Berube conducted the Market Survey on the Gaspé&
Coast, |

The following Advisory Committee members assisted in
arranging the interviews with Groundfish exporters in each
of the five provinces on the Atlantic Coast:

| M. Lessard _ Quebec

B. Meagher Nova Scotia
E.M. Gorman Prince Edward Island
L. Chenard New Brungwick
J.A. Stewart New Brunswick
R.C. Crewe Newféundland
E.A, Harvey Newfoundland
The following assisted in arranging interviews with

major Groundfish buyers in the United States:

C.G. O'Brien
D.L. Monroe
T. O'Donnell
R.C. Crewe
P.P. Russell
J.C. Dunbar
W.0. Morrow
J.A. Leblanc
P. Burton

J. Gosselin

M.R.M. Dale

Ottawa
Newfoundland

Newfoundland

Newfoundland‘

Newfoundland
Nova Scotia
Nova Scotia
Nova Scotia
Nova Scotia
Quebec

Ottawa



-L. J. Weddig Washington, D. C.

R. J. Gruber Cleveland, Ohio

D. E. Sirrs Chicago, ill.

The following made wany useful comments and suggestions.
Some also assisted in obtaining data: J. A. Pell, A. Proulx, W. A.
Dummett, P. Hogan, J. Gosselin, H. C. Lampe, D. Nash, W. Q. Morrow,
A. W. Monrce, D. W. Monroe, T. O'Donnell, B, Edge, P. P. Russell,
E. Dunn, G. J. Feigon, R. J. Gruber, F. Holas, R. Kinney, F. Olson,
H. Luther, B. Finn, R. Brooker, D. Day, and W. L. Posthumus. Mrs. S.
McGrath assisted in the preparation of some Tables. |

This report is a staff study initiated by the Atlantic Develop-
ment Board. It reflects the Groundfish marketing conditions which
prevailed during 1968 and early 1969. The views expressed in the report
are those of the staff and not necessarily of the Federal Government.
However, thé Advisory Committee members indicated their concurrence
with the conclusions of this report at a meeting of the committee held

in Halifax, on June 4, 1970.



INTRODUCTTION

This study on the marketing of Atlantic Coast's fresh
and frozen Groundfish in the United States forms an integral
part of a review of the Fisheries sector in the Atlantic Pro-
vinces, by the Atlantic Development Board, presently a part of
the Department of Regional Economic Expansion.

The Groundfishery on the Atlantic Coast: Quebec,
New Brunswick, Nova Scotia, Prince Edward Island and Newfoundland
has, in recent years, suffered serious seﬁbacks. The all too-
frequent instability in incomes and prices at the primary
producer and process-exporter level on the Atlantic Coast has
produced distress conditions in the industry. Several factors
have contributed to the industry's difficulties. These can be
summed up under two broad headings: (a) inefficiencies in
production, and (b) inefficiencies in marketing.i/

This study assumes that marketing inefficiencies on
the part of Atlantic Coast Groundfish exporters are a signifi-

2/

ant= factox in the ec¢regtion.of distress conditions in the

1/

"Marketing" or "distribution" is "the performance of business
activities that direct the flow of goods and services from
producer to consumer or user" (Report of the definitions con-
mittee, American Marketing Association, Journal of Marketing,
Vol. XIII, No. 2, October, 1948, Page 209)., In contrast to
marketing, "production" deals with those activities that pro-
duce material changes in the form of merchandise. Marketing
encompasses functions such as buying, selling, transportation,
storage, grading and standardization, market financing, mar-
ket risks, market information, etc. In performing these func-
tions, the marketer employs factors of production. The central
economic problem surrounding marketing is to allocate the fac-
tors 0f production during the marketing process so as to
achieve economics of scale, both internal and external, so—as
to ensure efficiency. Higher marketing efficiency can mean
lower marketing costs and lower marketing costs can, in turn,
result in lower marketing margins., Lower marketing costs and
margins tend to exert an -incentive effect on production and
consumption and, thus, on economic growth in general. The
extent to which marketing efficiency can be realized depends
upon a number of structural conditions in marketing such as
the number, size and size-distribution of marketing enter-
prises, entry and exit conditions, the nature of regulations
affecting marketing, etc., Thus, a study of these structural
conditions is an essential step in the identification of
marketing problems.

This does not imply that production problems are less impor-
tant. In view of othexr current studies in the production
area, the present study concentrates on marketing problems
only.



industry. Therefore, if marketing problems can be identi-
fied and removed it should help in improving the returns at the
primary producer and the processor—-exporter level, Improvements
in production without accompanying improvements in marketing,
and vice-versa are not likely to bring about the desired level
of returns., Therefore, simultaneous action in both production
and marketing is essential.

The study loocks at a number of inter-related aspects
of Groundfish marketing with respect to the Atlantic Coast and
the United States viz., the U,3. "market" potential for
Groundfish, characteristics of competitive supplies, the
"marketing" of Groundfish (including the structure, conduct and
performance of Groundfish exporting enterprises on the Atlantic
Coast and to some extent in the U.S.), the adéquacy or
otherwise of marketing support services (including market and
marketing intelligenée, finance, storage, freezing, transporta-
tion, etc,), impact of possible free trade between the Atlantic

Coast and the U.S, in Groundfish, etc.

Most of the data used in the study were gathered during
the market surveys on the Atlantic Coast and the United States.
Confidential data provided by individual Groundfish enterprises
on the Atlantic Coast were agpregated in order to
avoid the identification of individﬁai companies. In a number
of cases Groundfish plants were listed under code numbers in

order not to divulge their identity.



SECTION 1

CONCLUSTONS

This section presents the conclusions of the study. Belng a

staff study, these conclusions represent the views and suggestions of

the staff only. As such, they should not be construed as federal

government policy.

marketing conditions which prevailed during 1968 and early 1969.

The present study stemmed from the belief that there are short-—

comings in the way Groundfish products are marketed. If the weaknesses

can be identified, it should help to provide an indication of how the

marketing process might be improved, The problems identified in this

report and the conclusions embodied in this section can assist in

improving the Groundfish marketing process.

The materials presented in this section are arranged under the

following headings:

(a) findings of the study;
(b} policy guidelines with respect to Groundfish
marketing; and
(¢) suggested measures to improve Groundfish marketing.
2. FINDINGS OF THE STUDY

This study has identified a number of problems with respect to

Atlantic Coast's Groundfish marketing In the United States. They are

summarized here under the following five headings:

(a)
(b)
(e
(d)
(e)

2.1 THE

the international nature of the marketing problem;
problems with respect to the marketing system;
problems in market development;

problems in product development; and

problems in marketing support services.

INTERNATIONAL NATURE OF THE MARKETING PROBLEM

(a)

the intensification of the international competition in

selling Groundfish (particularly Cod) to the U.S. market

It must also be emphasigzed that the study reflects the



among the traditional suppliers: Canada, Iceland,
Norway, Denmark and Greenland, as evidenced by the
deteriorating Canadian share of U.S. iﬁports of Cod .
blocks and fillets and by the entry of relatively new
suppliers such as Poland. Individually, Scandinavian
countries employ more organized selling methods than
Canadg in exporting to the U.S.;

(b) the limited effectiveness of purely national policies
aimed at improving the Groundfish marketing methods
and pr&ctices, due to the iﬁternational nature of the
marketing operation;

(¢) 1little or no co—operation among the major world suppliers
of fighery products; tendency to expand production in
response to seemingly temporary price increases leading
to seasonal excessg supply and price collapse despite the
prospect of long term resource limitations and strong
demand outlook; inability to withhold the effect of
increases in landings from being relayed to the market;
ease of obtalning supplies from one seller or ancther in
any one of the supplying countries at favourable pricesy
in general, a lack of coordination of supply of U.S.
market demand.

2.2 PROBLEMS WITH RESPECT TO GROUNDFISH MARKETING SYSTEM

Temporary imbalances between supply and demand have heen
regponsible for a good deal of the price deterioration with respect to
Cod blocks. However, with z more orderly marketing system, it would have
been possible to allay, at least partially, the debilitating effects of
disastrous declines in prices.

In the area of Groundfish marketing.methods and practices, the
following weaknesses are evident:
(a) The presence of relatively large number of weak sellers

(a few large and many small) in comparison with the more



(b)

(e)

(d)

(e)

(£)

(g)

organized selling efforts of individual countries such as
Iceland, Norway.and Poland, and to some‘extent, Denmark

and Greenland, a sltuation aggravated, until quite
recently, by the relatively easier conditions of entry into
Canadian Groundfish processing and the difficult conditions
of exity

A high degree of concentration in buying in thé U.s.
relative to selling on the Atlantic Coast resulting in

(L) little bargaining power on the part of wost Atlantic
Coast sellers; (ii} high degree of '"price' competition

(as distinct from "product" competition) among the sellers
on the Atlantic Coast, as evidenced by the different

prices obtained by different sellers for almost identical
products}

Financial and other ties between some sellers and some
buyers, distorting the establishment of a normal price
level;

Consignment sales or distress sales (until the initiation
of the recent Groundfish Purchase Programme of the Fisheries
Prices Support Board);

Too high a concentration of sales during the season;
unloading on the market of sub-standard products at below
market prices by weak sellers;

Sparing efforts to integrate forward: e.g. insufficient
effort in setting up U.8. distributing houses or contracting
with Fish and Chips ocutleta;

Tendency of Atlantic Coast exporters to concentrate their
sales to a few traditional buyers, primarily, processors
resulting in: (i) too much concentration of sales in

New England and too little in New York, Middle-West,
Mid-Central and West, (ii) relatively poor spatial

distribution of sales as compared with the performance of



(h)

(i)

competitors such as Iceland and Norway; and (iii) inadequate
knowledge of chalns, distributors, brokers and/or processors
in the Central, Mid-West and Western regions of the U.5.;
The lack of overall coordination in marketing to sense the
conditions in the U.$5. market and to achleve an orderly
marketing effort; alsoc the presence of a selling rather than
a marketing approach and imsufficient marketing planning
efforts resulting in the absence of co~ordination between
packing and market requirements both during seasonal and
non-seasonal periods; and,

As a result of the above, the cost-profit squeeze of-
Atlantic Coast sellers during crisis pericds as in 1968-69
and the resultant inability to plan and manage their

Groundfish operations on a scund basis.

2.3 PROBLEMS WITH RESPEGT TO MARKET DEVELOPMENT

The weaknesses of the marketing system as indicated above, may

have resulted in or contributed to basic short-comings in market develop-—

ment. They are:

(a)

(b)

(o)

The relatively small scale of promotion and advertising
efforts of fishery products aimed at the various U.S5. food
service market segments by:
(i) U.S. processors, distributors and chains;
(1i) Major suppliers such as Canada, Iceland and
Norwayy and, |
(11i) Others (government and industry in the U.S.);
lack of adequate funde and alsc the absence of an
agreed programme among the various interested
partiesg
Inadequate selling efforts of some exporters aimed at
frozen food distributors, institutional buyers and chain

store buyers in relation to some other food products;

Insufficient efforts in the past to develop inland U.S.



markets with less than natlonal average level of per

capita consumption of fishj and,

‘ (d) Insufficient efforts among some suppliers to develop
@

| alternative markets other than the U.S.

|

2.4 PROBLEMS WITH RESPECT TO PRODUCT DEVELOPMENT

(a) Rigidities in product portfolic; that is, too high a
concentration on traditional packs (1 1lb., and 5 1b.
cello wrapped) and blocks; low content of I.Q.F. and
layer packs, gourmet cuts, graded fillets, etc. (this
situation is changing)

{b)} 1n relation to competitive products, the somewhat poor
quality and conformation problems assoclated with some
Atlantic Coast products, mostly unbranded; also poor
packaging and design relative to some other suppliers;

{c) Relatively weak quality control efforts at the plant
level in some processing plants; and

(d) Lack of adequate research and development in new products:
convenience products and others for the varicus food

service market segments in the U.S.

2.5 PROBLEMS WITH RESPECT TO MARKETING SUPPORT SERVICES*

{(a) Inadequate information on markets and marketing, including
demand conditions, supply conditions, terms of sale, prices
and quantities involved in day-to-day transactions, stock
levels by species, block stécks by sizes, unsold stocks
vs. purchased stocks; purchasing policies and purchasing
contracts of buyers; moving snd declining food market
segments and products; production, stocks and sales in
competing countries, etc.; also insufficient interpretation

. .and analysis of available market data;

(b) Under-capitalized processors: inability to hold inventories
(until corrected by the Purchase Programme of the Fisheries
Prices Support Board) and the high cost as well as the

stringent credit limits offered by banks;

* Refers to physical and facilitating functions.



(c)

(a)

(e)

Inadequate freezing facilities (including lack of

tunnel freezing for I.Q.F.), lack of funds (intérﬁal and
external) for modernization and expansion of facilities
and equipment;

Cold storage space limitations within plant premises;
poor quality of existing storage facilities with many
uncertainties and risks including quality deterioration;
inadequacies in transportafion with respect to fresh
fisheries products; and

Inadequacies and insufficlencies in management skills.

2.6 SUMMARY STATEMENT OF MARKETING PROBLEMS

In summary, the main problems confronting the Atlantic Coast

groundfish industry are:

(a)

(b)

(c)

(d)

the intensive competitive international environment
surrounding the marketing operationj

structural ilnadequacies as evidenced by fragmented and
weak selling on the Atlantic Coast vis—a—-vis concentration
in buying in the United States; also financial weakness

as indicated by under—capitalized processing and exporting
operations together with stringent credit limits leading
to distress sales in the U.5. market at below cost pPrices;
lack of information on the day-to-day situation with
regspect to purchases, sales, stocks by sizés and species,

consigned stocks vs. purchased stocks, also the lack of

adequate information on 'the production and supply situation

in major supplying countries, the probable timing of
sale, the growing and declining market segments and
products in major export markets, etc.; and

Inadequate freezing facilities (e.g., I.Q.F. freezing
facilities) and cold storage space limitations and the

somewhat poor quality of existing facilities.



3. THE CONTEXT

The major problem areas identified above must be considered
within a context, within a set of parameters and assumptions that
establish the bounds for any solutions that may be posed. The working
assumptions that have been adopted in this report are detailed below.

3.1 THE INTERNATIONAL CONTEXT

Any programs almed at improving the Groundfish marketing
operation on the Atlantic Coast must take into account the international
nature of the problem and the limited effectiveness of purely national

policies.

A major portion of Groundfish production moves in international
trade. For the Atlantic World, the major destination of Groundfiéh
products is the United States. Throughout the past several years, there
have been several price fluctuations in Groundfish products and particularly
in frozen blocks and slabs. Lt appears that the weaknesses in Groundfish
prices In the U.S, market are engendered partly by factors operating
within the Atlantic Coast, and partly by forces that are at work in other
competing countries, as well as in the U.S. market. The distress
conditions in the industry are brought about by the independent production
and competitive marketing decisions undertaken in the six countries
that generally supply to the U.8. market: Canada, Iceland,.Norway,

Denmark and Greenland, Poland, and West Germany. Given the present paltern

of international trade with respect to Groundfish and the common property

nature of the resource, such a situation is easily explained. International

competition in Groundfish trade, and particularly in a '"commodity' item
such as frozen blocks and slabs, has intensified to the detriment of a
majoxr traditional supplier like Canada.

In view of the internatioﬁal milieu of the Groundfish marketing
operation, any attempt to seek a solution purely within the confines of
domestic actions and policies within a single producing country is unlikely

to yield the desired results. Thus, gimultaneous action beth on an



intra-national and inter-national level is desirable. In other words,
international co—operation in some form or other must go hand-in-hand
with, if not precede, measures initiated natiomally. Without the
former, there is a good possibility that the full efféctiveness of any
ﬁeasures initiated at home will be eroded in the market-place through
a high degree of price competition.

3.2 THE PLANNING PERIOD, SUPPLY AND DEMAND, AND TARIFFS

Another agpect of policy relates to the length of the
planning period, the supply and demand outlock and the nature of
prospective tariff and non—-tariff barriers,

The planning period underlying suggestions with respéct to the
U.S. market is the nineteen seventies. During this period, the total
U.5. Groundfish market will probably grow at the rate of 4% to 5% ﬁer
annum. This is a conservative estimate.

The supply of Groundfish in six selected countries that
normally export to the U.S. market (Canada, ITceland, Norway, Denmark
and Greenland, Poland and West Germany) is expected not to exceed ther
biological limit, that is about 15% over the 1967 production lével.

This would indicate that during the nineteen seventies, there
should be growing pressures on a limited Groundfish supply resulting
in an improvement in the price situation.

The above statement applies principally to Cod and Gcean
Perch; Flounder and Haddock are already somewhat scarce in the U.S.
market. {(For a detailed treatment of the Groundfish supply and
demand situation in the U.S. mafket, please refer to Section V)
However, though the market picture looks bright during medium-term
and long-term periods, in the short run, and particularly during
seasonal periods, supply conditions, particularly in Cod and Ocean
Perch can inject an element of instgbility in prices, unless remedial
measures are taken to regulate the flow of supply in relation to market

demand.



An important consideration in examing this problem is the

nature of tariff and non—tariff barriers during the planning period.

It may be assumed that no tariff reductions beyond those already

approved under the Kennedy Round will take place and that_beyond the
presently encountered non—tariff barriers in the form of "purchasing
policies" and the interpretation of Foed and Drug Regulations, there
may not be any additional non~tariff barriers in exporting to the U.S.
It is also assumed that during the seventies the Ground-
fish processing industry on the Atlantic.Coast is likely to achieve é
greater degree of rationalization as a result of policy measures

initiated at the government level and to natural trends in the industry.

3.3 THE PRODUCT MIX AND PRODUCT MARKETS

Another important aspect to be considered is product mix.
This report considers primarily, fresh and frozen Groundfish products,
and more lmportantly, the latter. It is estimated that due to the
continued impact of competition from the freezing industry for raw
material and also as a result of the community resettlement programmes,
the production of light and heavy salted cod fish production in ﬁfld.
may decline from 36 million lbs. in 1969 to 22 million 1lbs. in 1979.
According to the production and trade estimates for the Canadian Salt
Fish Corporation projection of salt fish production might decline at the
rate of 5% per year during 1971-79. It is also most likely that during
the period under consideration, the proportion of Groundfish utilized
in fresh form will underge am increase. This statement ié made on the
asgumption that transpeortation, as well as technology with respect
to containers and packaging for fresh fish will achieve a breakthrough.
With respect to markets for fresh and frozen Groundfish, it is assumed
that, in addition to the U.S., few other export markets will be found.

3.4 MEASURES ALREADY UNDERWAY TO IMPROVE GROUNDFISH MARKETING

It is alsoc essential to look at the different measures that
have already been initiated on the Atlantic Coast and elsewhere to

improve the Groundfish marketing methods and practices. During the
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past year, there has been a greater recognition of‘the need for quick,
positive and co-ordinated action in the field of marketing. In the
Nordic‘countries, steps for initiating a greater degree of co-operation
among the member-countries are being actively considered, inéluding a
proposal to set up national market regulating agenciés tol(a) set
minimum prices on fish landed; (b) to limit suppliers of fish to the
market; (c) to regulate and, if necessary, stop fishing, as and when
needed to prevent collapse of the merket; and (d) to set up Nordic
crisis funds to be brought into use in case the operation of national
marketing regulating agencies fail due to deteriorating market
conditions.

On the Canadian Atlantic Coast, presently, there are
two programs in coperation with respect to frozen Groundfish. These
are: {(a) the Working Capital Loan Program of the Federal‘Department
of Fisheries and Forestry; énd {b) the Purchase Program of the Fisheries
Prices Support Board., Both are effective attempts to remedy two of the'
basic and long-standing weaknesses in marketing, viz., lake of-inventory
financing and distress sales (at below cost prices) and consignment

sales. With the Purchase Progrsm, a Canadian exporter who cannot

-obtain a reasonable market price can sell to the Fisherles Prices

Support Board. The Board, at a latér date, will sell back to the producer
at cost, the product acquired from him.

From our assessment of the Groundfish marketing methods and
practices on the Atlantic Coast, it 1s evident that for a more permanent

\

soclution to the problems, it is desirable to have additional policies
and programs, The two programs already underwgy are, undoubtedly major
steps in the right direction. An optimum solution of the Groundfish
marketing problem requires a co-ordinated program embracing: (a)
the marketing system; (b) market development; (c) product development;
and (d) marketing support services. Corrective action in the area of

market and product development and marketing support services would,

undoubtedly, make the marketing process a less dlfficult and more
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rewarding task but still leave the industry open to periodic crises.
Improvements in the marketing organizatlon without corresponding improve-
ments in product and market development and marketing support services
would not optimize potential returns.
The specifications for an improved marketing set-up should
be cognizant of the following points:
(a) it should be capable of preventing the amplification
of the market signals that result in over-reaction;
(b) it should not shelter the industry completely from
the market. Economic decisions should be rewarded;
non-economic decielons penalized; and
(e¢) it should assist rather than prevent rationalization
of the industry, but only when timing and conditioﬁs
are gsuch that adjustment will be beneficial to the
pecple dependent on the industry.

4, MEASURES TO IMPROVE GROUNDFISH MARKETING

In the foregoing pages of this Section, an attempt was made
to identify the significant elements of the Groundfish marketing
problem. Against this background, it is useful to consider an effective
approach to a solution of the problem. 1In dolng so, one crucial question
encountered is the degree and type of Govermment intervention acceptable
in the various marketing problem areas referred to sbove. For example,
while direct government intervention might be desirable in some areas,
say, in the marketing system and marketing support services, only indirect

Government interference might be warranted in other areas, such as market

and product development. En—attempting To prescribe—the-degree of
Gauarnmen%—fnter%e;ence_might—bE“WﬁTrante&“fn—e%hef~areasv~such_aa_market

-and—product—tevelopmamts In attempting to prescribe the degree of

Government involvement required in €ach of the problem areas, the benefits
in terms of stabilized and improved incomes and prices at the PEOCessor
exporter and primary producer level must be welghed against the costs,
both in térms of direct costs to governments for these programs and

indirectly in the potential loss of freedom for members of the industry.
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It is difficult to measure precisely the potential benefité
from improvements in the marketing gystem. As a rqough approximation, it ¢
can be stated that under certain circumstances esg. 1969, the cost of
inefficient marketing to the Atlantic Coast as a whole on exports of
Cod blocks to the U.S. could amount to over $1 million per year. This
is the value of price enhancement attributable to the operations of the
Fisheries Prices Support Board in 1969.

It would thus appear that marketing improvements offer some
potential for improving the returns of the Groundfish industry.
Needless to say, government intervention is mot an end in itself; it‘ia
desirable only if it is the only means to accomplish the objective of
better returns to the processor and primary producer. It should also
be noted in this comnectlon that the degree of government intervention
required depends not only upon the desirability of the price and income
benefits to be achieved, but also upon the nature and magnitude of the
gaps and deficiencies in the present marketing set-up.

Suggestions relating to marketing improvements are grouped

here under the following headings:

(a) suggestions concerning international co-operation}

(b) suggestions cdncerning the Groundfish marketing
system;

(c) suggestions concerning market development;

(d) suggestions concerning. product development;

{e) suggestions concerning marketing support services.

4.1 SUGGESTIONS CONCERNING INTERNATIONAL CO-OPERATION IN
MARKET ING

Informal and formal consultations among international
Groundfish suppliers to the U.S. market should be continued in order to
facilitate among others the exchange‘of gseful marketing and pfcduction
information. Our ﬁrenent'fragmented marketing system makes it d;fficult

for Canada to speak with one voice in international discussions.
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o2 SUGGESTIONS IN RESPECT OF -IMPROVEMENTS IN THE GROUNDFISH
MARKETING SYSTEM ON THE ATLANTIC COAST

In order (a) to stabilize the prices of Groundfish products
and particularly of commodity items such as frozen blocks or slabs and
to prevent distress sales; (b) to improve the returns to primary

producers and processor—exporters of Groundfish on the Atlantic Coast;

and (¢) to improve the overall efficiency of marketing, including product

and market development and the adequacy and efficiency of supporting
marketing services, it 1s necessary to achieve a greater degree of
coordination among the wvarious GoVernment‘departments in the exercise
of fisheries service functions.

Until the middle of 1969, there was little or no interference
with the play of market forces as far as the export marketing of Ground-
fish products were concerned. However, during 1969, on account of
severity of the distress conditions, the Fisheries Prices Support Board
initiated its purchase program for Cod Blocks. This program is in
force at the present timé. Excluding this, the present marketing system
congists, primarily, of a number of independent Atlantic Coast exporters
dealing individusglly with the buyers in the U.S. market.

As an alternative to the exieting system, several possibilities
can be considered:

(a) an export marketing co-operative: one central
co—operative for the whole Atlantic coast or a .
co-operative for each province;

(b) an export marketing corporation owned by exporters;

(c) a Groundfish marketing Board established by federal
government legislation;

(d} the present system of independent Atlantie Coast
exporters under the overall direction of g federal
body with prescribed powers which may be used as and
when required;

(e} The provision and coordination of marketing service
functions (such as the purchase and sale of distress

fishery products, supply management co-ordination,
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working capital losms, marketing intelligence,
promotional advice, product development advice and
~assessment of the adequacy of tfanaportation,

freezing and étorage facilities) through‘the facilities
of existing government departments at the Federal

and Provincial level.

From a practical point of view, it would be exceedingly difficult
if not impossible to obtain concenstis among the Atlantic Coast exporters
to set up either a co—éperative or a marketlng corporation.

As far as g Central Marketing Board is concerned, it appears
from our assessment that the prospecti;e market conditions (that‘is, a
strong demand outlook coupled with dwindling supply) do not require amn
all embracing marketing mechanism.

To keep the existing system without co-ordination is to
forfelt the Increased returns to the processor and primary producers £hat
appear to exist, and to leave the industry subject to future price
fluctuations.

What seems to be required is greater attention to the
following aspects of groundfish marketing and more co-ordination in
the exercise of service functions by existing government departments.

A Adjustment Function

(i) Purchase and Sale of Fishery Products

- to prevent distress sales and to stabilize depressed
market prices at a level equivalent at least to the
production costs of efficient Atlantic Coast
processors {e.g. the current purchase programme of
the Fisgheries Prices Support Board, but on a permanent
basis.)

(i1) Supply Management Caocrdination

—~ to suggest to exporters a suitgble_plhn’for the sale
of commodity items to the U.8., Iimiting if necessary
the flow of shipments during the season by a temporary

storage purchase programme,
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- to examine the harvesting and production plana of
producers vis—a-vis market requirements and to

suggest suitable production changes.

(iii) Working Capital Provialon
— to provide working capital loans for prescfibed
periods to processors and expérters, as necessary.
(this could be operated on the same lines as the
1969 working capital loan program of the Dept. of
Fisheries and Forestrf)

B Marketing Planning and Marketing Intelligence Functions

(1) Marketing Intelligence

~ on a continuous basis, to collect, evaluate and
disseminate timely, accurate and adequate marketing
Informatianj |
— to follow the marketing practices of Groundfish
exporters including the monltoring of pricing practices
and buyer/seller relationships;
— to undertake on a continuing basis short—term, med{ium—
. term and long~term asaessménts of supply and demand
conditions affecting the Groundfish industry hoth on the
Atlantic Coast and in competing countries im order to
enable marketing planning at the industry and govern—
mental levelj
— to render advice to exporters concerning market oppor-—
tunities, profitable marketing channels, desirable
prqduct mix, quality and packaging comsiderations, etc.
These intelligence functioms may require field representation
in major market areas, to begin witﬁ in the U.8. market, say in Boston
or Gloucester.

(i1) Promotional Advice

To atimulate the demand for fishery products in general

and for specific items of Groundfish fillets in particular, promotion
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would include trade and consumer education, point—of-sale displays,
merchandising stimulation, etc. The bulk of responsibility in this
field would be with industry. Government departments could only cope
to stimulate.

The Atlantic Groundfish industry, through the Fisheries
Gouncil of Canada should continue to worlk dlosely with the promotion
committee of the National Fisheries Institute in their programs to
expand fish consumption. Im addition, an examination should be made
of the ways in which these programs might be expanded. Co-operation
among major international suppliers in this field should also be
explored. Any scheme of promtoion should include an education program

intended to educate super markets to handle and display fish.

(ii1) Quality Control Function

Quality control is essential to a successful exporting
operation. Besides quality, it should include conformity, size, delivery
schedule and inspection. Quality control should be exercised all the
way from the point of landing to the final consumer level standardization
of quality and packaging are essential prerequisits to an effective
market development programme. The quality control function would be
exercised by the Inspection Service of the Department of Fisheries and
Forestry.

The effective co-ordination of the functions outlined above
seems to be appropriate to the present problems and prospects of the
industry. It represents the minimum of coertion, the maximum of
education, exhortation and guidance. This would seem to be the appro-—
priate mix for the present and potential situation.

All of these functions can be carried out, possibly without
incurring any additional expenditures through the existing facilities
of the various federal government departments, as for example, the Dept.
of Fisheries and Forestry, Fisheries Prices Support Board, Dept. of

Industry, Trade and Commerce, Dept. of External Affairs, etc. In case
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it does require additional expenditures, the question arises as to who
should bear them., However, the possibility of this happening is remote
as the existing facilities appear to be adequate to perform the required .

function.

4.3 SUGGESTIONS GCONCERNING PRODUCT DEVELOPMENT

Techological research should be confinued and strengthened
in order to improve catching and freezing at seay also to improve
handling, processing and freezing and to develop new products.
Discussions should be initiated by the Governﬁent with the
Atlantic Groundfish industry concerning an overall programme of
product development, compatible with consumer needs and preferences.
A continuing program of consumer research should be initiated.
New product lines should be explored to give the consumer
a wider choice. The Atlantic Coast producers should speed the develop-
ment of product planning programs to reduce their dependence on trad-
itional products such as 1 1lb. and 5 1b. cello wrapped packs and blocks
end to switch into I.Q.F. and layer packs, graded fillets and portions,
casserole dishes of fish, etc. Without a quality product line, product
promotion in the market place is not likely to be effective. |

Gebra SUGGESTIONS CONCERNING MARKETING SUPPORT SERVICES

The followiﬁg can be identified as mafketing support services.
4.0.1 FINANCE

In Section XI (paragraph 3) of this report, the financing
problems of the Atlantic Coast exporters were discussed. The recently
initiated Working Capital Loan Program of the Department of Figheries
and Forestry has, apparently, filled this gap. The existing programme
is sufficient and it should be continued.

4.4.2 FREEZING FACILITIES

The particular types of freezing requirements of individual
exporters to enable them to produce quality products és well as to
introduce and/or increase new product lines such as I.Q.F. and layer
packs should be assesged. IEDUSTRIE & CosseonrnL

DEC 2 1971

BiBLIOTHEOLE
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G.ba3. COLD STORAGE FACILITIES

Requirements for the construction or expansion and/or
modernization of cold storage facilities should be assessed.

Guh b MARKETING INTELLIGENCE

The industry should be provided with an effective marketing

intelligence service.

4.5 SUGGESTIONS CONCERNING THE MARKETING OF NON-COMMODITY
ITEMS OF GROUNDFISH

It would be desirable for the Atlantic Coast exporters to
examine the possibility of a wider spatial distribution of their
Groundfish products in the U.8. Canada's representation in the Midwest
and West of the U.S. appears to be weak in comparison with Iceland
and Norway, at the time the survey was undertaken. Atlantic Coast
exporters have not in any serious way participated so far in the Fish
Vand Chips boom that is gathering momentum in the U.S. At least the
southern U.S. market appears to have gone to Iceland.

It is also desirable for the Atlantic Coast exporters to
sell to a larger number of buyers (this amounts to reducing the
concentration of sales), than at present. Until this is achieved, it
may not be advisable to engage in processing operations in the U.5. as
it may tend to affect adversely the established relationship between
Atlantic Coast exporting and U.S. buyers, at least in the short rum.
The most effective method for the industry to move into this field
would be to initially set up a distributing or marketing house in the
U.S8. Alternatively, processing arrangements may be explored with small or
medium size U.S. processors. I.Q.F. breading at present seems to offer
good prospects for possible Canadian-owned processing ventures in
the U.S.

5. ADDITIONAL AREAS FOR RESEARCH

(a} Additional research on product development should
be co~ordinated with a survey of merchandising
requirements at the chain stere level and at the

frozen food wholesale distributor level in the U.S.
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(b) A more detailed examination of the market systems
in competing éountries would be desirable, e.g.
Iceland, Norway, and Denmark.

6. CONCLUDING REMARKS

Given the present bouyant condition of the market and the
attitude of the industry, this examination of marketing concludes that
probably no more is required than the effective co—ordinaﬁion of existing
programs of the Féderal and Provincial governments. The essence of
co—ordination is that some one agency should assume the overall
responsibility for adequate and timely provision of services and
information, even though these services may be provided most effectively
by a number of departments in the Federal and Provincial governments.
What is, therefore, required is an identified responsibility centre for
fisheries marketing services within the Federal Govermment.

There has only been a very brief reference to the proposed
Salt Fish Corporation and its role in Groundfish marketing. Essentially
this is because sgalt fish seems to represent a declining segment of the
Groundfish market, one which under the operative assumptions on market
trends adopted here will account only for a fairly small portion of

Cod landings during the decade of the seventies.
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SECTION IT

TERMS OF REFERENCE

Briefly stated, the study deals with the market-

ing of Groundfish from the five Provinces on the

Atlantic Coast to the United States. More specifi-

cally, ‘its Terms of Reference are:

Product Coverage:

Fresh and frozen Groundfish products of the
Atlantic Coast: fillets and blocks., Groundfish is
taken to comprise: Cod, Flounder, ﬁaddock, Catfish,
Cusk, Hake, Halibut,.Pollock, Ocean Perch and other.
The émphasis of the Report is on Cod, Haddock,

Flounder and Ocean Perch.

Geographical Coverage:

Five Provinces on the Atlantic Coast: Quebec,
New Brunswick, Nova Scotia, Prince Edward Island and

Newfoundland and the entire U.S., market for Groundfish.

Subject Coverage:

to study the nature, size and growth characteristics

of the U.S. Groundfish market, estimating the size of
existing markets and identifying those Groundfish
products and regional markets that have growth poten-
tial; also to identify the U.S5. Consumption patterns
and consumer preferences that have significance for

the producer and marketer of Groundfish on the Atlantic

Coast;

to identify the competitive suppliers of Groundfish

in the U.S. market, pointing out the price and income
support programmes that obtain in supplying countries
and to examine the competitive experience of Atlantic

Coast Groundfish exporters in the U.S.; also to




(c)

{e)

-2~

analyze the present and emerging tariff and non-tariff
barriers affecting Groundfish exports from the Atlantic

Coast into the U.S.;

to examine the existing marketing system relating
Groundfish at (a) the processorneﬁporter level on the
Atlantic Coast; and (b) at tﬁe Groundfish buyer level
in the U.S., (broker, wholesale-processor, wholesale~
distributor and chain level), pointing out the struc-

ture, conduct and performance of marketing enterprises;

to examine the adequacy of supporting marketing
services on the Atlantic Coast such as marketing
finance, freezing and cold storage, quality control,
transportation, promotion and advertising, market

information, etc; and

to recommend measures to improve the efficiency of
the existing Groundfish marketing system on the

Atlantic Coast.

Nature of the Field Study

Enterprises Interviewed on the Atlantic Coast:

The study is based, largely, on data collected
during field market surveys both at the processor-
exporter level on the Atlantic Coast and at the
Groundfish buyer level in several cities in the
United States.,

On the Atlantic Coast, interviews were held with

all major Groundfish processor-exporters. In all,

57 enterprises were interviewed, as follows:

QUEBEC
Quebec United Fjishermen, Montreal
Blue Water Sea Foods Limited, Montreal
National Sea Products Company Limited, Montreal

Empire Cold Storage, Montreal
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Standard Fish Company, Montreal
Association Coop des P&cheurs, Carleton
Products de la P&che la Peninsule, Paspebiac

Cooperative Centrale des P&cheurs,
: Iles-de~la-Madeleine

Gorton Pew Company Limited, Iles-de-la-Madeleine
5t. Lawrence Sea Products, Quebec
Robin Jones and Whitman, Paspebiac

Roy Clouston and Sons Limited, Montreal.

NEW BRUNSWTICK |

Robichaud and Company, Shippegan

R.W. Robichaud, St. Andrews

McCormack and Zatzman Limited, Saint John
Connors Brothers Limited, Blacks Harbour

Grand Harbour Fishermen's Cooperative Limited,
Grand Manan

Grand Manan Sea Products Limited, Grand Manan
John J. Beaudin, Pigeon Hill

Northern Products Company Limited, Val Comeau
L'Associdtion Cooperative Des Pé&cheurs, Lameque
Eagle Fisheries, Shippegan

Gorton Pew Limited, Caraquet

Swim Brothers Limited, Shippegan

W.S. Loggie and Company Limited,
(Shippegan and Escueminac)

Cooperative de Baie Ste, Anne Limited, Mannuel
Clovis King and Sons Limited, Richibucto Village
B.,A. Richard Limited, Ste. Anne

E.P. Melanson Limited, Cocagne

Paturel Division of National Sea Products Limited,
Shediac

John Nielson Limited, Moncton.
(Also Federation of Fishermen, Lameque, and

Federal Department of Fisheries Inspection
Branch, Shippegan.)

PRINCE EDWARD ISLAND

Eastern Fisheries Limited, Souris
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Usen Fisheries Canada Limited, Souris,

NOVA SCOTIA

National Sea Products, Halifax

United Maritime Fishermén, Halifax

Burns Fisheries Limited, Halifax

B.C. Packers Limited,‘Halifax

H.B. Nickerson and Sons Limited, North Sydney
Mersey Seafoods Limited, Liverpcol

Keith O, Raymond Limited, Centreville

Bonda Foods Limited, Yarmouth

Woods Harbour Fisheries Limited, Woods Harbour
Comeau's Seafoods Limited, Saulnierville
Acadia Fisheries Limited, Mulgrave

Sable Fish Packers Limited, Shelburne

Connors Brothers, Freeport

Swim Brothers, Lockport.

NEWFOUNDLAND

Job Brothers Limited, St. John's

Burgeo Fish Industries Limited, St. John's
Gaultois Fisheries Limited, St. John's

John Penny and Sons Limited, Ramea {by mail)
Fishery Products Limited, St., John's

P. Janes and Sons Limited, Trinity Bay

Bonavista Cold Storage Company Limited,
St. John's

Booth Fisheries Canadian Company Limited,
Fortune

Atlantic Fish Processors Limited,
(8t. John's and Toronto Offices)

Earl Brothers Fisheries Limited, Trinity Bay

North Eastern Figh Industries Limited,
Harbour Grace

Newfoundland Quick Freeze Limited, Witless Bay,.
(Also Federal Department of Fisheries, Newfound-

land, Newfoundland Pederation of Fishermen and New—
foundland Fisheries Development Authority).,
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A Questionnéire was used during the survey on
the Atlantic Coast. The procedure followed during
the interview was to cover the entire Questionnaire
with the company representative interviewed and to
the extent possible, to obtain data on the spot.
However, it was found necessary to leave some of the
tables with the companies to be filled-in and for-
warded to the Atlantic Development Board, later on.
The response of the Groundfish industry to the survey
has on the whole been satisfactory. During the inter-
views, the company representatives freely discussed
their marketing problems and did not hesitate to make
known their personal views., With the exception of a
few enterprises, almost all the enterprises inter-
viewed agreed to provide the requested marketing and
cost data. However, due mainly, to limitations of
individual company accounting and recording practices,
it was not possible to obtain all the data in the
requested format. For example, some companies found
it difficult to breakdown sales between "consignment"
and "fixed priée"; some companies were not able to
provide sales by type of distribution channel used,
Some companies were not able to provide sales data by
type of product marketed. Therefore, it was necessary
to make additional contacts with Groundfish enter-
prises long after the survey in order to cobtain addi-
tional data, wherever possible.

Through the Questionnaire, an attempt was made
to investigate the marketing practices of Atlantic
Coast Groundfish exporters. This included among
others, trade channels, branding, brokerage fee paid,
product mix, vertical integration, cold storage and
freezing facilities, transportation, market finance,
marketing risks, market information, entry and exit,

inter~company competition in export trade, conditions
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and terms of sale, pricing, advertising and promotion,
cost components of spread between buying and selling

price, etc.

2.2 Market Survey in the United States:

Following upon the survey of major Groundfish
exporters on the Atlantic Coast, a survey of Ground-
fish buyers in the U,S. was undertaken with the co-

operation and assistance of Canadian Groundfish

exporters. Interviews were held in several cities
including Boston, Gloucester, Lowell and New Bedford,
Philadelphia, New York, Cleveland, Chicago and
Washington, D.C., as follows:

Bureau of Commercial Fisheries, Market News
Service, Boston, Massachusetts,

A and P Tea Company Incorporated, Boston,
Massachusetts,

O'Donnell~Usen Fisheries Corporation,
Boston, Massachusetts,

Shamrock Fisheries Incorporated, Boston,
~Massachusetts,

Fulham and Maloney Incorporated, Boston,
Massachusetts,

Pocasset Seafoods Incorporated, Boston,
Magsachusetts,

Acadia Fisheries Incorporated, Gloucester,
Massachusetts,

Sea Pak Corporation, Gloucester, Massachusetts,

F.W. Boyce Incorporated, Gloucester, Massachusetts,
Caribou Fisheries, Gloucester, Massachusetts,
Commodore Foods Incorporated, Lowell, Massachusetts,

Frionor Kitchens Incorporated, New Bedford,
Massachusetts,

U.S8. Bureau of Commercial Fisheries, Market
- News Service, New York,

Rupert Fish Company, New York,
Danland Sea Food Corporation, New York,
Eastern Commission, New York,

Howard Johnson, New York,
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Mrs. Pauls Kitchens Incorporated, Philadelphia,
Liberty Fish Company Incorporated, Philadelphia,
Dolphin Sea Foods Incorporatéd, Cleveland,

R.J. Gruber, Cleveland,

Booth Fisheries Corporation, Chicago,

Mid Continent Sales, Chicago,

L.H. Frohman and Sons, Chicago,

Morley Sales Company, Chicago,

S5lade Gorton Company Incorporated, Chicago,
Rupert Fish Company, Chicago,

Bureau of Commercial Fisheries, Market News
Service, Chicago,

Bureau of Commercial Fisheries, Marketing and
Promotion Department, Chicago,

National Fisheries Institute, Chicago,

Bureau of Commercial Fisheries, Baltimore, and
Washington, D.C.

During.the U.8. market survey, discussions were
held, on a confidential basis, with major
U.S5. Groundfish importers, wholesale-~-processors as
well as brokers. No gquestionnaire was used durxing
these inﬁerviews. In these series of informal
discussions, an attempt was made to ascertain among
others, the Groundfish buying practices of U,S. buyers,
relationship between U.S. buyers and Atlantic Coast
‘exporters, import pricing policies, processor and
distributor margins, etc.

The U.S5. Groundfish buyers interviewed evidenced
considerable interest in the study and co-operated by

providing useful comments and suggestions.
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SECTION v

GROUNDFISH LANDINGS AND UTILIZATION ON THE ATLANTIC COAST

1. As a background to an examination of the Ground-
fish marketing process, this section looks at the
size, characteristics and utilization of Groundfish

landings on the Atlantic Coast.

.l.l Size of Landings

v Table 1 shows the volume of annual Groundfishg/
landings for Quebec, New Brunswick, Nova Scotia, Prince
BEdward Island and Newfoundland during 1957-1968. On

an index basis (1957 = 100), the volume of landings

in each of the five provinces was as follows:

TOTAL
ATLANTIC
YEAR QUE. N.B. N.,S, P.E.I. NFLD. COAST

1957 100.0 100.0 100.0 100.0 100.0 100.0

1958 94.1 105.7 95.0 99.9 79.4 88.0
1959 87.8 111.8 94,2 108.0 101.2 98.5
1960 79.9 106.1 93.3 11l2.0 1l02.1 97.7
1961 84.1 106.2 89.1 95.7 8.8 89.7
1962 93.8 110.1 90.8 105.4 101.0 97.6

19263 95.5 119.0 91.3 101.5 107.5 101.7
1964 95.0 118.3 105.0 103.2 102.2 103.5
1965 103.1 128.9 115.0 109.4 110.0 112.2
71966 lle.8 128.7 125.7 166;5 117.6  122.0
1967 142.9 120.7 113.5 125.6 111.5 115.8
1968 168.5 125.3 1l1i6.2 111.7 121.5 123.8

As compared with 1957, landings increased in all

the five provinces during 1965-68., 'The increase was

more pronounced in Quebec; New Brunswick and Newfound-

3/ All Groundfish including cod, haddock, ocean perch, flounder
and others.
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land than in Nova Scotia and Prince Edward Ysland.
Total volume of Groundfish landings increased from
986 million lbs. (landed weight)gén 1957 to 1221 mil-
lion lbs. in 1968, an average annual increase of 2%.
During the same period, the volume of total Canadian
Groundfish landings (Atlantic and Pacific Coast land-
ings) increased from 1,050 million lbs. to 1,266 mil-
lion lbs., an increase of 1.7% per annum, as compared
with 1.8% in Newfoundland, 0.8% in Prince Edward
Island, 1.4% in Nova Scotia, 2.1% in New Brunswick,
and 5% in Quebec., Landings remained somewhat station-
ary during most of 1957-64, but it appears to have

experienced an upward trend since 1965.

1.2 Estimate of Future Landings

In estimating future landingé, several consider-
ations have to be taken into account. Some of these
are:

(a) the market prospects for Groundfish;
(b) the anticipated nature and size of fishing effort in
Canada and other countries, and
(c) the ﬁature of the resource.
The present study has attempted to estimate
~ future landings only on the basis of based growth
rates.

In the last two years, several processors on the
Atlantic Coast, particularly in New Brunswick, have
increasingly shifted from cod to crab, on account of
the depressed market conditions for cod, and particu-
larlyr cod blocks. However, this is likely to revert

itself to some extent if the price for cod blocks improved in .

the U.S5. market.

4/ Gutted, head on.
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The five yeér growth rate in Groundfish landings on the
Atlantic Coast was as followst

5 YEAR MOVING

YEAR AVERAGE YEARLY GROWTH RATE

(000

1957-62 0.5

1958-63 3.0

1959-64 1.0

1960-65 2.8

1961-66 6.3

1962-67 3.5

1963-68 4.0

The average yearly growth rate in landings during 1957-68
(12 years) was 4.4%., We assume that given a somewhat optimistic long
term outlook for Groundfish in the U.S. market, the landings would in~
crease by at least 3.0% per vear. On that basis, the following would
be a rough projection of landings during 1969-80., (Alternative pro-
jections based on annual growth rates of 4% and 2.5% respectively, are
given in Table 1).

GROUNDFISH LANDINGS ON THE ATLANTIC COAST, 1969-1979
{(Million 1bs. landed weight)

(Actual) 1968 1,221

(Forecast- 1969 1,258

increase

of 3.0% 1970 1,296

per year)
1971 1,335
1972 1,375
1973 1,416
1674 1,458
1975 1,502
1976 1,547
1977 1,593
1978 1,641
1979 1,680

1980 1,741
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Provincial Distribution of Atlantic Coast Landings

The Groundfish landings on the Atlantic Coast constitutes

almost 96% of total Groundfish landings in Canada.

The following table indicates the percent share of Ground-

fish landings among the five provinces on the Atlantic Coast.

TOTAL
ATLANTIC .
YEAR COAST QUE. N.B. N.S. P.E.T. NFLD.
1957 100.0 8.7 6.4  33.4 2.1 49,4
1958 100.0 9.3 7.7 36.1 2.4 44,5
1959 100,0 7.8 7.3 32,0 2.3 50.6
1960 100.0 7.1 6.9  31.9 2.4 517
1961 100.0 8.2 7.6 33,2 2.2 48,8
1962 100.0 8.4 7.2 3l.1 0 2.2 51,1
1963 . 100.0 8.2 7.5  30.0 2.1 52,2
1964 100.0 8.0 7.3 33.9 2.1 48.7
1965 100.0 8.0 7.3 34.3 2.1 48.3
1966 100,0 8.3 6.7  34.4 2.9 47.7
1967 100.0 10,7 6.7  32.8 2.3 47.5
1968 100.0 11.8 6.5  31.3 1.9 48.5

It is interesting to note that during the 1957-68 peried,
there has been no marked shifts in the provincial distribution of
landings, except perhaps in Québec (an upward trend) and P.E.I. and
Nova Scotia (a downward movement).. We estimate the provincial distri=-

bution of landings during 1969 and 1979 as follows:

ATLANTIC
YEAR COAST QUE, N.B. N.§ P.E.I. NELD.
(ooo 1bs.) (000 1bs)¥% (000 1bs) ¥ (000 lbs) % (000 1bs) % (000 lbs)

1957 986 85 63 329 21 487

1962 963 81 69 299 29 492

1967 1,142 123 76 374 26 543

1968 1,221 145 79 383 23 592
(Forecast)

1975 1,502 173 11.5 101 6.7 481 32.1 29 1,9 718 47.8

1979 1,690 194 113 541 32 810
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Composition of Landings by Species

Table 2 presents the composition of Groundfish

landings by species. The percent distribution of

. Groundfish landings on the Atlantic Coast during

1957-68 was as follows: '
PERCENT OF TOTAL GROUNDFISH LANDINGS
QTHER
YEAR CCD HADDOCK FLOUNDER OCEAN PERCH GROUNDFISH

1957 65.2 13.3 8.8 4.7 8.0
1958 60.7 11.8 9.7 7.1 10.7
1959 65.8 11.5 9.4 4, 9.1
1960 62.7 9.9 12.7 4.9 9.8
1961 58.6 13.4 12.1 6.4 9.5
1962 60.8 11.9 10.6 6.4 10,3
1963 60.8 9.1 12.5 8.3 9.3
1964 56.0 10.4 15.8 7.9 9.9
1965 52.0 8.4 18.3 11.8 9.5
1966 46.7 9.4 19.4 15.2 9.3
1967 45.6 8.9 22.4 16.6 6.5
1968 48.1 7.4 21.8 16.5 6.2

It will be noted that while Cod and Haddock have
declined their relative shares of the total Groundfish
landings, Ocean Perch (Red Fish) and Flounders (includ-
ing Plaice, Witch and Yellow Tall) have increased their
relative shares during 1957-68. Total Groundfish land-
ing were valued at about $50 million in 1968, broken

down as follows:
Landed Value - 1968

Cod - $24.,9 million
Haddock 6.8 million
Flounder 7.9 million
Ocean Perch 5.3 million
Other Groundfish - 4.5 million

The active season for Groundfish landings extends
from April to October, and about 75% of landings take
place during this period. The month of July invariably
seems to have the heaviest landings accounting for about
20% of total yearly landings. The following was the

configuration of Groundfish landings on an index basis
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(July = 100) during 1968 and 1965, on the Atlantic

Coast.

YEER J F M A M J I A S8 0 N D

1968 l2.6l23.6 27.2 31.7 48.9 78,7 100.0 64.0 62.5 44.7 28.2 22.0

1965 13.8 22.8 29.9 32.5 46.6 72.7 100.0 85.5 62.8 44.6 32.5 27.7

(See Figure 1 and Table 3)

Data relating to the breakdown between "inshore"
and "offshore" landings were available only for New-
foundland. During 1966 and 1967 the total Groundfish
landings in 20 selected freezing plant locations in
Newfoundland amounted to 284 million lbs., and 241 mil-
lion 1bs., respectively. The breakdown of these land-
ings in terms of "inshore" and "offshore" was as fol-

lows;:
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1966 1967
(000 1lbs.) % (000 1bs.) %
Inshore 94,696 33 63,758 26
OCffshore 189,692 67 177,566 74
TOTATL 284,388 241,324

In New Brunswick, inshore landings as a percent
of total landings in 1968 were about 10%.

At the end of 1968, the North East Section of
New Brunswick had 13 fishing boats (79 ft. to 112 ft.)
engaged in catching Groundfish. In the Bay of Fundy,
tﬁere were 30 boats (60 ft. to 65 ft.)}.

Some details on Ground fishing effort in Quebec

are given below:

1966 1968
Total number of Fishermen 3,703 4,122
Employed in Groundfish 2,468 2,609

% in Groundfish 67% 63%
Number of Boats 2,755 2,368
(L0 tons & less)

Boats in Groundfish 1,900 1,705
(L0 tons & less)

% in Groundfish 69% 72%
Number of Boats 187 199
(L0 tons & over)

Boats in Groundfish 184 195
{10 tons & over)
% in Groundfish 98% 98%

It has not been possible to obtain similar data
relating to Newfoundland, Prince Edward Island and

Nova Scotia.

COD - Cod Landings on the Atlantic Coast in 1968 were
587 million lbs. (valued at $24.9 million). Newfound-
land continues to have the largest share of Cod land-
ings, accounting for over 60% of total landings on

the Atlantic Coast. The percent distribution of Cod
landings on the Atlantic Coast is given in the follow-

ing table:
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TOTAL

ATTANTIC
YEAR COAST QUE. N.B. N.S5. P.E.I. NFLD.
1957 100.0 12.2 6.0 18.0 1.2 62.6
1958 100.0 13.6 7.4 21.0 1.5 56.5
1959 100.0 10,0 6.9 le.8 1.3 65,0
1960 100.0 9.2 5.5 16.6 1.5 67.2
1961 100.0 11.0 6.7 17.4 1.5 63.4
1962 100.0 11.2 7.0 16.4 1.4 64.0
1963 100.0 10.4 6.5 15.9 1.1 66.1
1964 106.0 9.4 6.6 18.2 1.1 64.7
1965 100.0 8.9 5.9 24.0 1.2 60.0
1966 10C.0 8.4 4.0 24.5 1.9 61.2
1967 100.0 8.7 4.3 24 .4 1.2 - 61.4
1968 100.0 8.5 3.6 24.5 1.1 62.3

In absolute terms, Cod landings have generally
speaking declined during the 1957-68 period in Quebec,

New Brunswick, and to some extent in Newfoundland.

Volume of Landings
(million 1bs.)

YEAR QUE. N.B. P.E.I. N.S5. NFLD,
1957 78.5 38.8 7.9 115.3 401.6
1568 50.0 21.0 6.2 143.8 366.2

The active landing season for Cod extends from
April to October. There are, however, noticeable dif-
ferences in interprovincial landing seasons. While in
Nova Scotia, landings seem to be active almost through-
out the year, in Newfoundland the season gets active
around March-April, and carries on till October. 1In
New Brunswick, Prince Edward Island and Quebec, the
active periods are May to November, May to October,
and May to September, respectively.

The volune of Cod landings on the Atlantic Coast
during 1957-68 is given in Table 4. Monthly Cod land-

ings are given in Table 5. (See also Figure 2)
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HARDOCK

Table 6 presents the size and distribution of Haddock
landings on the Atlantic Coast. It will be noted that Nova Scotia
accounts for almost 93% of the total Haddock landings on the
Atlantic Coast, having improved its relative share from 64% in
1957 to 92.5% in 1968. During the same period, Newfoundland has

experienced a decline in its share from 33.4% to 2.3%. Quebec

. seems to have depleted its Haddock resources having had no Haddock

landings during 1967 and 19683 the same can be said about Prince
Edward Island. Total Haddock landings during 1968 on the Atlantic
Coast were 91 million lbs., and were valued at $6.4 million. The

Haddock season extends practically over all the year. (Table 7).
FLOUNDER

Flounder landings on the Atlantic Coast amounted to 266.6
million 1bs. in 1968 (including Plaice, Witch and Yellowtail) and
were valued at $7.9 million. During the 1957«6B period, Flounder
landings have more than tripled in volume, from é6.5 million lbs, to
266.6 million lbs. Newfoundland lead in the rate of increase in
this fishery, growing at a rate above the Atlantic Coast average.
P.E.I.'s growth was much below that of other provinces.

% Increase in Landings
during 1957-68

Quebec ' 182
New Brunswick 118
Nova Scotia 123
Prince Edward Island 27
Newfoundland 457

Newfoundland increased its share of total Atlantic Coast
Flounder landings from 26.5% in 1957 to 48% in 1968. During

the same period, Prince Edward Island
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and Nova Scotia experienced a declining share of total
Flounder landings. Quebec and New Brunswick more or
less maintained their relative shares. Table 8 pre-
sents the size and percent distribution of Flounder
landings on the Atlantic Coast. As in the case of '
Haddeock, the Flounder season extends over the 12 months

of the year. During i968, the highest volume of land-

ings occurred in the month of May.

OCEAN PERCH

Total Ocean Perch landings on the Atlantic Coast
were over 201 million lbs. in 1968 (valued at $5.3
million). Table 9 presents the volume and percent
distribution of landings on the Atlantic Coast for
the 1957-68 period. It will be noted that toﬁal
landings increased from 47 million lbs. in 1957 to
201 million 1lbs. in 1968, an increase of 328% during
11l years. Landings in Quebec and Newfoundland have
increased substantially during this period. As com-
pared with 8% o£ total Atlantic Coast landings, Quebec's
share increased to 35% by 1968, The season for Ocean
Perch landings extend practically over 12 months of
the year; the landings, however, are generally heavier

during May to November.

World Landings of Groundfish

World landings of Cod, Haddock, Pollock, Cusk,
Redfish and Catfish, considered as a whole, and the
relative shares of major world suppliers are given
in Takle 10. It will be noted that relative sghares
of various suppliers have remained somewhat stationary.
Poland, although a small producer, has, however,
improved its share from a low 1% in 1958 to about 3%
in 1967. The total world landings of these species

of Groundfish were around 10 billion lbs. (round
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weight) in 1967 as compared with 8.6 billion 1lbs. in

1957.

Utilization of Groundfish on the Atlantic Coast

During the years 1965 and 1968, approximately 78%
of Groundfish landings on the Atlantic Coast were
utilized in frozen form. The distribution of total
frozen products was as follows:

1965 5/ % of 1968 5/ % of
(000 1bs.)~ Total (000 l1lbs.)~ Total

Frozen Dressed 3,670 1.5 5,278 2.0
Frozen Fillets 106,205 44.6 158,472 59.3
Frozen Blocks 128,142 53.9 103,576 38.7
TOTAL FROZEN 238,017 100.0 267,326 100.0

Freezings were high during May-October. It will
be noted that although freezings as percent of total
landings have not undergone any noticeable change be-
tween 1965 and 1968, the composition of freezings
did undergo a change. For example, FrozZen Blocks
accounted for only 39% of total Groundfish freezings
in 1968 on the Atlantic Coast as compared with 54% in
1965. Fillets constituted 60% of total Groundfish
freezings in 1968 as compared with 45% in 1965. The
utilization pattern with respect to specific species
of Groundfish was as follows:

cob 1965 % of 1968 3 of

(000 lbs.)é/ Total (000 lbs.)é/ Total
Total Frozen 105,983 100.0 112,434 100.0
Frozen Fillets 30,377 28 35,899 32
Frozen Blocks 75,519 71 75,011 67
Frozen Dressed 87 1 1,522 1

Total Frozen as
% of Landings ' 58 57

5/

Product Weight
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Cod freezings as percent of landings on the

Atlantic Coast during individual months were as

follows:
1965 1968
(%) (%)
January 77 90
February 85 82
March 77 79
April 86 85
May 79 68
June 67 51
July 46 39
August 39 49
Septamber 48 51
October 56 66 i
November 69 71 |
December 68 81
Average for 58% of 57% of
the Year Landings Landings

It is interesting to note the differences in the
utilization of Cod in frozen forms between the differ-
ent provinces on the Atlantic Coast.

1965 % 1968 %
(000 lbs.) Tetal (000 1lbs.}) Total

Maritime Provinces

Frozen Dressed 39 -

Frozen Fillets 16,564 45 18,991 57
Frozen Blocks 21,786 _55 16,211 43
Total Frozen 38,389 100 35,202 100

Total frozen, as pexcent of landings, was 65%
in 1965 as compared with 62% in 1968.

QUEBEC

1965 3 1968 %
(000 1lbs.) Total (000 lbs.,) Total
Frozen Dressed - 57 _ 1
¥rozen Fillets - 2,448 28
Frozen Blocks - 6,176 71
. Total Frozen - B,681

Frozen as % of
Landings - 52
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NEWFOUNDLAND
1965 % 1968 %

(000 1bs.) Total (000 lbs.) Total
Frozen Dressed ‘ _ 1
Frozen Fillets 16,338 18 14,389 21
Blocks & Sticks 48,145 82 52,492 78
Total Frozen 58,477 67,014
Freezings as % '
of Total Landings . 51 C o 55
HADDOCK

In 1965 and 1968, over 65% of Haddock landings
on the Atlantic Coast were utilized in frozen form.
The proportion of freezings in filleted form increased
from 55% of total frozen in 1965 to 73% of total
frozen, in 1968. Haddock blocks constituted 45% of
total frozen in 1965 as compared with 27% in 1968.
In the Maritime Provinces, about 65% of Haddock land-
ings were frozen in 1965 and 1968. The proportion of
blocks as percent of total frozen Haddock declined
from 42% in 1965 to 26% in 1968. During the same
period, frozen fillets increased from 58% to 74%. The
situation in Newfoundland is as follows:

1965 % 1968 2
(000 1lbs.) Total (000 1lbs.) Total

Frozen Dressed - - - -

Frozen Fillets 6l4 35 325 46

Frozen Blocks 1,159 65 385 54
1,773 710
FLOUNDER

During 1968, about 75% of total Flounder landings
were utilized in frozen form. The distribution between
frozen fillets and blocks on the Atlantic Coast was as

follows:
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1965 3 1968 3
Maritime (000 1lbs.) Total (000 lbs.) Total
Provinces
Fillets : 13,847 74 14,234 82
Blocks : 5,603 26 2,424 18
19,450 16,658
NEWFOUNDLAND
Fillets 12,289 50 23,796 30
Blocks 11,497 50 6,401 20
23,786 113,239
QUEBEC _
Fillets 751 54 1,543 92
Blocks 650 46 133 80
1,401 : : 1,676

OCEAN PERCH

During 1968, 95% of total landings of Ocean
Perch on the Atlantic Coast were utilized in frozen
form. Fillets constituted 72% (23 million 1lbs.) of
total frozen in 1965 as compared with 88% (49 million
1lbs.) in'i968. The corresponding proportion for
frozen blocks was 28% (9 miliion lbs.) in 1965, and 12%
(6.7 million lbs.) in 1968.‘ In Newfoundland over 80%
of the total catch was frozen. The proportion of
frozen fillets increased from 69% of total frozen in
1965 to 82% in 1968; and the proportion of blocks

decreased from 31% in 1965 to 18% in 1968.

1965 1968
NEWFOQUNDLAND {000 lbs.) 3 (000 lbs.) 3
Frozen Fillets 11,449 69 13,913 82
Frozen Blocks 4,559 31 3,054 18

TOTAL 16,048 16,967
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1965
(000 1bs.)
MARITIME
PROVINCES
Frozen Fillets 7,881
Frozen Blocks 1,567
TOTAL 9,448
QUEBREC
Frozen Fillets 4,064
Frozen Blocks 2,783
TOTAL 6,847
1.10.5 Sticks and Portions

Table 11 provides details of freezings of

%

83
i7

59

41

1968

(000 1bs.) 3

17,201 89
1,855 10
19,088
17,346 89
2,244 11
19,590

sticks and portions as well as fish and chips, by

month for Canada as whole during 1965-1968.

1.10.6 Groundfish Production Mix

The following figures relative
Ocean Perch and Flounders would indicate the produc-

tion mix and changes, if any, among provinces during

the years 1957 and 1966.

to Cod, Haddock,

More recent figures are not

available.
COD - 1966
(% of Total Production)
N.S. N.B. P.E.I. NFLD. QURE,

1966 1957 1966 1957 1966 1957 1966 1957 1966 1957
'resh, Round

4.0 6.0 13.7 6.8 11.9 77.1 5.6 4.4 10.9 6.8
Frozen, Round

0.7 0.2 - 1.1 - - 0.1 - 0.4 1.1
Fresh Fillets 14.4 11.6 0,7 - - - 1.9 1.0 0.5 4,2
Frozen
fFillets 21.4 14,9 31.0 39.6 57.8 - 8.6 7.0 11.0 5.6
Frozen Blocks 15.0 6.5 32,2 28.9 4,1 - 44.3 15.2 42.4 29.5
Fish S8ticks - 2.0 - - Co= - - - T -
Smoked 11.4 4,2 0.2 - - - 0.1 0.1 6.2 1.2
Salted 33.1 54.6 22.2 23.6 26.2 22.9 39.4 72.3 34.6 51.6

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
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BHADDOCK
(% of Total Production)
N.S. N.B. P.E.I1. NFLD. QuUE .

1966 1957 1966 1957 1966 1957 1966 1957 1966 1857

Fresh, Round

or Dressed 12.9 2.5 8.3 5.5 - 44.0 - - - -
Frozen, Round
or Dressed - 0.3 - 1.4 - - - - -
Fresh Fillets 11.4 17.9 0.5 - - 5.6 0.1 0.1 - =
Frozen Fillets 66.5 76.9 75.1 93.1 86.4 - 70.3 99.9 64.5 -
Frozen Blocks 9.2 2.4 16,1 - 13.6 - 29.6 - 35.5 -
Smoked - - - - - - - - - -
Salted - - ~ - - - - - - -
TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 -
FLOUNDERS
(% of Total Production)
N.S. N.B. P.E.T. NFLD QUE .

1966 1957 1966 1957 1966 1957 1966 1957 1966 1957

Fresh, Round

or Dressed 12.9 2.5 8.3 5.5 - 44.0 - - - -
Frozen, Round

or Dressed - 0.3 - i.4 - - - - - -
Fresh Fillets 11.4 17.9 0.5 - - 56,0 0.1 0.1 - -
Frozen Fillets 66.5 76.9 75.1 93.1 86.4 - 70,3 99.9 64.5 -
Frozen Blocks 9.2 2.4 16,1 - 13.6 - 29.6 - 35.5 -
Smoked - - - - - - - - - -
Salted - - - - - - - - - -
TOTAL 100.0 100.0 100.0 100.0 100.0 100.0100.0 100.0 100.0 100.0

OCEAN PERCH
(% of Total Production)

N.S. N.B. = P.E.I. NFLD. QUE.
1966 1957 1966 1557 1966 1957 1966 1957 1966 1957

Fresh, Round
or Dressed - 3.1 - - - - - - - -

Frozen, Round
or Dressed - - - - - - - - - -

Fresh Fillets - 0.4 - - - - - - - 0.3

Frozen Filletsi00.0 96.5 100.0 100.0 - - 90.7 100.0 93.4 %99.7
Frozen Blocks - - - - - - 9.3 - 6.6 -
Smoked - - - - - - - - - -
Salted - - - - - - - - - -

TOTAL 100.0 100.0 100.0 100.0 100.0100.0 100.0 100.0 100.0100.0
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Tt will be noted from the above tables that the
traditional produét mix in terms of frozen fillets
and blocks éontinues to be in vogue. Fresh fillets
do not seem to have gained much ground, due, perhaps,

to the peculiarities of the "fresh" trade, such as

the need for quick transportation to markets, proper

packaging, icing, etec.



~51—
SECTION ¥

GROUNDFISH MARKET IN THE UNITED STATES

Size of the Market:

_ The total Groundfish consumptioh in the United States increased
ffom'327 million pounds in 1958 to 536 million pounds in 1948: an
amnual increase of 5.1% (Table 12).

Groundfish consumption is here taken to comprise (a) Fresh and
Frozen Cod Fillets; {b) Fresh and Frozen Haddock Fillets: {c) Fresh
and Frozen Flounder Fillets: (d) Fresh and Frozen Ocean Perch Fillets:
and, (e) Frozen Blocks and Slabs used in the manufacture of FishNSticks
and Portions. The five year average growth rates in total U.S. Ground-
fish consumption or disappearance were as follows:

5 Year Moving

Anmial Average Tncrease

19 58“63 ll- - l |
1959-43 5.9 =
1960-65. 7.5
1961-44 5.7
1962-67 3.4
196368 5.0

10 Year Annmual
Average Increase
195868 5.1
8/

Per capita consumption of Groundfish  increased from 1,874 1bs. in

1958 to 2.672 lbs. in 1968, an average yearly increase of 3.6%  The five
year average annual growth rate in per capita consumption was (Table 13):

5 Year Moving
Anmial Average Incresase in per

capita consumgtion of Groundfish

1958-63 2.4
1959-44, 4.3
1961-66 L.3
196267 2.2
1963-68 5.3

1958-48 3.6 10 Year Average
The Council of Economic Advisors in the United States, estimates
the U.S. population (Projection D series) to be 204.9 million, 215.4

million and 227.7 million in 1970, 1975 aﬁd 1980 respectively. Assuming

6/ Excludes the consumption of Sport Fish,
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that per capita consumption of Groundfish would increase by

3.6% per annum, we would project the total consumption of Groundfish
to be 740 million pounds in 1975, and 930 million pounds in 1980.
This implies an annual growth rate in total consumption of 4.6%
between 1968 and 1975, and about 4.7% between 1975 and 1980. The
following table provides projections based on alternative rates

of growth:

Total U.S. Groundfish Consumption
based on Average Annual Growth Rate

1968 538.0 538.0 538.0

6% 5% 4o 5%
1970 604.5 601.1 587.5
1975 808.9 793.1 732.1
1980 1,082.5 1,046.4 912.3

Figure 3 provides a comparative view of these projections.

(see Figure 3 and 4)
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The long term average increase (10 years) in the consumption 6f
Groundfish 1s 3.6% per year. This figﬁre however conceals two trends:
an accelerating growth rate in Groundfish consumption (1958-65) and a
sudden break in the growth rate associated with the Bishop's decree,
(Dec. 1966), which made a sudden drop in consumption of approximately
6% during the 1966-67 year. The long term trend to higher Grouﬁdfish
consumption seems to have ressserted itself (see 1963-68 average).
Since the long term (1958-68) average annual increase of 3.6% incorporates
the once in a lifetime effect of the change in Catholic fasting
observances it is likely that growth rates during the next decade will
be higher than in the past one. Thus, our estimate of the size of the
U.8. Groundfish markef during 1970's is at best a conservative one. The
actual size of the U.S. Groundfish market during the seventies would
exceed the projected size. That is, the per capita consumption of Ground-
fish is more likely to grow at the rate of 4.3% per annum, rather than at
the projected 3.6% per annum. On this basis, the U.S. Groundfish market
is likely to be 608 million in 1970, 788 million in 1975 and 1,028
million in 1580. Some factors that will most likely stimulate the
growth of the U.S. market are (a) the advent of new products which tend
to induce a higher rate of fishery product consumption, e.g., fish and
chips, TV dinners, etc.; (b) increased promotion and advertising and
the supporting merchandising activities at the final consumer level,
based on the demonstrated health and nutritional aspects of fishery
products. Advertising and promotion with respect to fishery products
have received relatively little attention so far.

Table 14 presents the supply and utilization of Commercial Food
Fish in the United States during the 1957-68 period in terms of

(a) Fresh and Frozen;
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(b} Canned;

(¢) Cured; and

{(d) Total Fish.

‘According to the Table, the total per capita
consumption of commercial food fish, fresh

and frozen, canned, cured, ete., was as follows:

Fresh and

Frozen Canned Cured Total

(1bs.) {1bs.) (1bsgl) (1bs.)
1947-49 5.9 4,2 0.6 - 10.7
1957-59 5.7 4,2 0.6 10.5
19260 5.7 4.0 0.6 10.3
1961l 5.9 4.3 0.5 10.7
1962 5.8 4.3 0.5 10.6
1963 5.8 4.4 0.5 10.7
1964 5.9 4.1 0.5 10.5
1965 6.0 4.4 0.5 10.9
1966 6.0 4.3 0.5 10.8
1967 5.9 4.3 0.5 10.7‘
1968 6.2 4.4 0.5 11.1

The Cod Market

Apparent Consumption:

Table 15 presents the sources and disposition of
Fresh and Frozen Cod fillets in the U.S. during 1956-68.
It will be noted that the total apparent consumption
which was at the 66 million pound level in the late
50's declined to around 49 million pounds during
1960-1966, Since 1967, consumption appears
to have picked up momentum. The total Cod fillet
consumption in 1967 and 1968 was 55 million pounds
and 63 millions, respectively. On a per capita basis,
the consumption of Cod fillets was 0.38 lbs. in 195%
as compared with 0.25 lbs, in 1966 and 0.31 1lbs. in

1968,
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disappearance in the U.S.

2,2 Cod Blocks and Fillets:

The Cod block market should be considered along
with the Cod fillet market in order to obtain a total
view of the supply and demand for Cod. The estimated
total disappearance of Cod blocks and Cod fillets in
the U.3. during 1958-1968 was as follows:

U.S. Consg. of
U.3. Cons. / Fresh & Frozen Total
of Cod Blocks— Cod Fillets cons,
(million 1lbs) (million 1lbs) (mil.lbs)
1958 54 66 120
1959 59 66 125
1960 67 51 118
1961 : 95 49 144
1962 104 47 151
1963 115 49 164
1964 131 51 182
1965 150 43 199
1966 161.0 49 210
1967 149.0 55 204
1968 190.0 63 253
2.3 Inports:

The following table indicates the relative
position of U,S., landings and U.S. imports in relation
to total supply and consumption of Cod fillets:

4

Estimated to be 75% of total frozen blocks and slabs
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U.Se Landings " U.5. Tmports

as % of Total as % of Total

U,S. Supply U.S, Consumption

8 5

1956 22.1 79.8
1957 20.9 71.6
1958 23,7 73.5
1959 23.71 83.2
1960 25,0 58.2
1961 28.5 65.7
1962 28.8 70,8
1963 26.9 66.6
1964 25,6 66.1
1965 27.1 68.6
1966 24.6 83,3
1967 27.2 58.4
1968 24.8 73.9

During the 1962-68 period, fresh and frozen
fillets of cod constituted about 12% of the total U.S.
Groundfish market. Assuming that the relative share
of Cod of the total U.S. Groundfish market will
continue at this level, the following estimates of
the size of the U.S. Cod market can be made (Table 16):

19790 - 70 million 1bs.
1975 - 88 million 1lbs.
1980 - 112 million lbs.

With the advent of products such as fish and
chips, it is all the more likely that Cod will gain
a larger proportion of the total U,5. Groundfish

market provided there is adequate supply forthcoming.
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8/

The import share=/ of major suppliers of Cod
fillets in the U.S. markets were as follows:

Canada Iceland Norway Denmark Others
(%) (%) (%) (%) (%)

Q

1956 76.0 15,4 2.1 4.4 2.1
1957 78.8 14,0 1.5 4.4 1.3
1958 74,7 16.7 0.6 7.4 0.6
1959 51.8 31.3 5.6 10.2 1.1
1960 73.0 25.0 0.3 0.7 1.0
1961 64,0 30.8 0.9 4.0 0.3
1962 64.8 25.8 3.0 5.2 1.2
1963 62,7 30.0 1.8 4.9 0.6
1964 64.8 30.7 0.9 2.4 1.2
1965 66.8 25,2 0.3 6.2 1.5
1966 64,0 24.5 0.7 9.1 1.7
1967 67.0 25.2 0.9 5.3 1.6
1968 55,8 34.5 1.5 5.8 2.4
Jan—~June

1969 52,5 33,4 7.3 4,9 1.8

Details relating to the imports of Cod Blocks
by country of origin are given in Table 17. The
share of individual countries of the total U.S.
imports of Cod Blocks has undergone some significant
changes during 1968 and 1969:

COD BLOCKS
Import Share of Suppliers

Denmark & West

,Cagaﬁ¢ Ice%and Nogway Gree%land Po%and GerTanX. Otgers
1964 59.9 21.9 5.9 8.9 Aay 1.4 2.0
1965 52.1 23.2 5.0 14.5 1.9 2.3 1.0
1966 43.8 19.6 5.1 21.5 7.2 2.0 0.8
1967 45.8 i5.1 8.0 21.0 7.6 1.0 1.5
1968 36.8 22.3 14.0 16.3 6.8 0.8 3.0
Jan-June
1969 27.2 14.7 37.8 7.6 12.5 - -
8/

—/ Imports from individual countries as percent of total U.S. imports
of Cod fillets.
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1969%
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Thus, in terms of both Cod fiilets and Cod blocks,
the Canadian share of the U.S. market declined
markedly during 1968 and the first six months of 1969,
The share of :Iceland, Norway and Poland underwent a

substantial increase,

COD FILLETS AND COD BLOCKS

U.S. Import Shares in 1967-69

(%)

Canada Lceland Norway Poland

r B B B iy B F

45.8 67.0 15,1 25.2 8.0 0.9 7.6 -
36.8 55.8 22.3 34.5 14.0 1.5 6.8 -

27.2 52.5 14,7 33.4 37.8 7.3 12.5 -

*¥ JPirst six months.

Up to 1965, Poland's share of the total imports
of Cod Blocks into the U.S. was less than 2%; during
1966-68, it moved to over 7%. During the first six
months of 1969, the share of Poland was about 13%.,

The Canadian share of the total U.S. Cod Block imports
hit an all-time low in 1968, 36.8% and during the
first six months of 19692, it was at a low 27.2%. In
contrast, the Norwegian and Icelandie shares have

increased markedly.

TOTAL SUPPLY AND DEMAND FQR COD IN THE U.S,

World Supply:

Table 18 gives the total landings of Atlantic
Cod, broken down by major suppliers, expressed in terms
of round weight. The following table expresses these

landings in fillet weight.2

9/ The factor used to convert round weight (live weight) to
fillet weight was .27; that is 100 1bs. of live weight Cod
would yield 27 lbs. of fillets.



1958
1959
1960
1961
19562
1963
1964
1965
1966
1967
1968
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TOTAL LANDINGS OF ATLANTIC COD BY COUNTRY

{(in fillet weight - million lbs.)

West
Ice- Den- Green- Pol- Ger-

Canada land Norway mark land land many Others Total
172.0 176.2 222,2 34.6 15.9 23.0 65.3 818.8 1,578.0
207.0 165.7 179.1 39.6 20,3 26,3 54.3 695.5 1,387.8
196.1 173.8 152.5 41.7 20,4 36.5 65.8 848.4 1;535.2
204.2 148,0 206.2 39,0 21.0 24.2 98.8 1017.1 1,758.5
1%0.8 132,0 176.4 37.4 21.6 28.1 119.,1 1,084.9 1,791.2
198.6 143.1 164.,9 41.1 14,4 34,2 123.? 1,044.5 1,764.5
i87.8 167.0 133.7 40.6 13.7 31.8 105.0 912.9 1,592.5
186.4 145.2 163.1 47.2 15.0 39.4 124.8 924.3 1,645.4
182,3 137.8 171.2 53.4 17,8 63.0 123.,7 959.8 1,709.0'
168.9 121.6 173.4 55,6 16.8 69,2 142.4 1,100.5 1,848.4
190.1 139.¢ 213.3 64,0 12.7 92,3 163.1 1,487.9 2,362,0 |

A distinction must be made between the total

world supply of Cod and that portion of the world

supply that is generally available to the United

States.

The major suppliexrs of Cod to the U.S5. are:

Canada, Iceland, Norway, Denmark and Greenland,

Poland and West Germany.

The supply originating with

these countries during the 1958-1968 period was:

(in million pounds

1958
1859
1960
1961
1962
1963
1964
1965
1966
1967

1968

of fillet weight)

709.2
692,3
686, 8
741.4
706.3
720.0
679.6
721.1
749.2
747.9

875.1
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YEARLY RATE OF CHANGEZ IN LANDINGS
(%)
Wor ld West

Land- Ice- Den- Green~ Nor- Pol- Ger- Seven
ings Canada land mark land way and wmany Countries

1959 -8.9 20.3 ~-6.0 14.5 27.7 =19.4 14,3 ~-17.,0 -2.4
1960 6.2 -5.3 4,9 5,3 0.5 =15.0 38.8 21.2 -0.8
1961 14,5 4.1 -15.0 ~6,5 2.9 35.2 -34.0 50.2 7.9
1962 1.9 -6.6 ~10,0 -4.,2 2.9 -14.5 16,1 20,5 -4,8
1963 -1.5 4,1 7.7 9.9 =~33.3 -6.6 21.7 3.9 1.9
1964 -9.7 -5.4 16.8 -1.3 -4,9 -~18.8 -7.0 -15,0 -5.7
1965 3.3 -0.8 -13,0 1l6.3 9.4 22.0 23.9 18.9 6.1
1966 3.8 -2.2 =-5,1 13.1 18.7 5.0 0.0 -0,9 3.9
1967 8.2 -7.4 -12.0 4.1 -5.7 1.3 9.8 15.1 -0.2

1968 27.8 25.5 14,8 15.1 -24.5 23.0 33,4 14.5 17.0

It will be noted that almost all the major
suppliers to the U.S. experienced a marked increase
in landings during 1968.

The five year growth rate in landings was as

follows:
) Supply From
5 Year Moving World Supply Seven Countries
Annual Average (%) (%)
Increaase

1958-63 2.3 0.3

1959-64 2.8 -0.3

1960-65 1.4 5.0

1961-66 - =0.,5 0.2

1962-67 g.6 1.2
10year 1963-68 6,0 4.0
Average) 955-63 4.2 2.2

4

During the 1958-67 period, world landings of Cod
remained at around the 1.6 to . 1.7 billion 1bs.
level =~ . (fillet weight). However in 1968, the land-
ings increased to an allwtime high level of 2.4 billion
lbs. With respect to the seven countries that generally

supply the U.S. market, landings reached the

1.5 billion tbs. level in 1968 as compared with 1.1 billion

1bs., in 1967 and 1.0 billion lbs. in 1966.
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INCREASE IN VOLUME OF LANDINGS OF COD
BETWEEN 1967 AND 1968

Norway
Poland
Canada

West Germany
Iceland
Denmark &

Greenland

TOTAL SIX
COUNTRIES

TOTAL OTHER
COUNTRIES

TOTAL WORLD

million lbs, -
% of Total Increase
for six countries
3.3
18.1
2.2 - 16.5
20.7 16.3
18.0 14.1
L.6 3.6
127.5 100.0
387.4 -
514.9

Poland has experienced a large increass in landings,

from 23 million 1lbs. in 1958 to 92 million 1bs in 1968, an

average annuel increase of 14.9%., West Germany increased its

landings from 65 million 1bs,, in 1958 to 153 million 1bs in

1948, an average annual increase of 9.6%. M"Other" countries

increased their landings from 869 million lbs. in 1958 to

1,489 million 1bs. in 1968, an average annual increase of 5,5%.

The following table indicates the percent distribution

of Atlantic Cod landings among "selected" countries, and “other"

countries;



1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
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PERCENT DISTRIBUTION OF COD LANDINGS

World Total Six Total

Total Countries "Other" Canada Iceland
100.0 44,9 55.1 10.9 11.1
100.0 49.9 50,1 14.9 11.9
100.0 44,7 55.3 12.8 11.3
100.0 42,1 57.9 11.6 8,4
100.0 39.4 60,6 10.7 7.4
100.0 41.0 59.0 11.3 8.1
100.0 43.0 57.0 11.8 10.4
100.0 44,0 56.0 11.3 8.8
100.0 44 .0 56.0 10.7 8.1
100.0 40.5 59.5 9.1 6.6
100.0 37.0 63.0 8.0 5.9

It will be seen from the above that the supply
originating with the selected six countries as a per-
cent of total world supply has shown a
declining trend during 1967 and 1968..
That is, the supply in those countries that nofmally
export to fhe U.S. is becoming a lower and lower per=
centage of the total world supply. At the end of
1968, it was 37% of world total as compared with about
44% during most of the sixties.

It is interesting to look at the percent distri-

between :
bution of supply / each of the six selected countries.



1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968

1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968

Green- West
Total Supply in Tce~ Nor~ land & Pol- Ger-
Six Countries Canada land way Denmark  and many
100.0 25 25 31 7 3
100.0 29 24 26 9 4
100,0 30 25 22 8 5 10
100.0 28 20 28 8 3 13
100.0 27 19 25 8 4 17
100.,0 29 20 23 8 5 17
100.0 27 25 20 8 5 15
100.,0 26 20 23 9 5 17
100.90 24 18 23 10 8 19
100.0 23 16 23 10 9 19
100.0 21 16 24 9 11 19

During the 1958-68 period, the percent share of

Poland and West Germany of the total Cod landings in

six selected countries increased substantially. For

Poland, it increased from 3% in 1958 to 11% in 1968;

West Germany from 9% in 1958 to 19% in 1968,

The percent share of Iceland and Canada has

declined, particularly, since 1966.

Greenland have maintailned their shares.

SUPPLY OF COD FROM SELECTED GROUPS OF COUN?RIES

Denmark and

(million lbs. - fillet weight)

Canada, Ice-
land, Norway

570.4
551.8
522,4
558.4
500,1
506,6
488.5
494.,7
491.3
463,9
543.0

Denmark &

Greenland

50.5
59.9
56.9
60.0
59.0
55.5
54.3
62.2
71.2
724
76.7

Poland and

Wes

t Germany

88.3

80.6
102,3
123.0
147.2
157.9
136.8
164.2
186.7
211.6
255.4



1958
1959
1960
1961
1962
1963
1969
1965
1966
1967
1968

1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968

81
79
71
76
71
72
72
69
65
62
61

—6b—

koooooooooookorqlpw

e
o o o

The distribution of landings between Canada and

five countries (Iceland, Norway, Denmark , Greenland,

Poland and West Germany) which generally supply to

the U.S. was (million 1lbs. - fillet weight)

The total supply in Iceland, Norway, Denmark,

Greenland, Poland and West Germany is almost four

Canada

172.0
207,0
196.1
204,2
190.8
198.6
187.8
186.4
182.3
148.9
190.1

Other Five

Countries

537.2
485.,3
490.7
537.2
515.5
521.4
491.8
534.7
566.9
579.0
685.0

10/

times the size of supply from Canada.—

10/ Therefore, it should be difficult for Canada alone to set
prices in the U.,S. market. -
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1960
1961
1962
1963
1964
1965
1966
1967
1968

1970
1975
1980

World Cod Supply in Relation to the U.S,
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Market:

the U.S. market to the available supply of Cod,

each of the years 1958 to 1968.

The following table attempts to relate size of

for the years 1970,

SUPPLY OF COD

1975 and 1980,

for

Projections are made

RATIO OF WORIB/ TO CONSUMPTION OF COD IN THE Y.S. MARICET

Den-~
mark & West

Ice- Noxr- Green- Pol=~ Ger- Total Six

World Canada land way land and many Countries
13.6:1 1.4:1 1.5:1 1.9:1 0.4:1 0.2:1 0.5:1 5.9:1
11.1:1 1.7:1 1.3:1 l.4:1 0.5:1 0.2:1 0.,4:;1 5.5:1
13.0:1  1.7:1  1.5:1  1.3:1 0.5:1 0.3:1 - 0,6:1 5.8:1
12.2:1 1.4:1 1.0:1 1.4:1 0.4:1 0.2:1 0,7:1 5.1:1
11.9:1 1.3:1 8.9:1 l.2:1 0,4:1 0.2:1 0.8:1 4,721
10,7:1 1,2:1 0.8:1 1.0:1 0.3:1 0.2:1 0.8:1 4.4:1
8.8:1 1.0:1 0.9:1 0.7:1 0.3:1 0.2:1 0.6:1 3.7:1
8.3:1 0.9:1 0.7:1 0.8:1 0.3:1 0.2:1 0.,6:1 3.6:1
g.1:1 0.9:1 0,7:1 0.8:1 0.3:1 0.3:1 0.651 3.6:1
9.1:1 0.B:1 0.6:1 0.9:1 0.4:1 0.3:1 0.7:1 3.7:1
9.3:1 0.8:1 0.6:1 0.8:1 0.3:1 0.4:1 0.6:1 3.5:1
7.2:1 2.7:1

5.6:1 2.,1:1
4.4:1 1.6:1

Over the long term the ratio of supply to the U.S. market is showing

a declining trend,

growing faster than available supply.

indicating that the U.S.

For example,

market is

the ratio of world landings (expressed in fillet weight)

to the U.S.

market was 13.2:1 in 1958,

This has

gradually declined over the years; in 1968,

was 9.3:1.

Similarly, the ratio of landings in six

major supplying countries (Canada, Iceland, Norway,

Denmark ,

U.S. market declined from 5.9:1 in 1958 to 3.5:1 in

1968.

1970,

We estimate this ratio-to decline to 2.7:1 by

2.1:1 by 1975 and 1.631 by 1980,

the ratio

Greenland, Poland and West Germany) to the

This is based

on the assumption that only those countries that have

been traditionally supplying the U.5. will continue to
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11/

Supply to the U,S. market.

The alternative assumption, (that the ratio of world supply to
the U.S. market would remain stable, or increase) would regquire that
the increases experienced in 1967 and 1968are maintained. This seems
unlikely considering the biological limitation on the total supply
of Cod, and the short term trends that resulted in exceptional
landings in 1968 (the diversion to Cod due to the Herring failure in
the eastern Atlantic, a high year in Cod supply, and the expansion in
catch effort due to the lag period in vessel construction.

The figure given below depicts the configuratibn of the pfojected

U.S. Cod market in relation to supply.

(See Figure 5)

11/ Due to increasing pressure on supply, it is likely that American buyers
will turn to other countries which have relatively heavy landings of
Cod such as Spain (196 million lbs. in 19438), U.K. (257 million 1lbs. in
1968), France (123 million lbs. in 1968) and even Russia (587 million
lbs. in 1968). -
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We estimate the consumption of Cod in the U.S.

during 1970-80 to be as follows (vide Table 12),

Cod Fillets

Fresh & Frozen Cod Blocks Total

{million lbs.) (million 1bs,) (millI;;_Ibs.)
1970 70,0 209.0 279.0
1975 88.0 276.0 ' 364.0
1980 112,0 363.0 45,0

The projected U.S, Cod market in relation to the

estimated size of world Cod landings is (in fillet

weight)
The U.S. | Landings in
Cod Market World TLandings Six Countries
(miilion lbs.) (million lbs.,) (million lbs.)
1970 279 2,000 740
1975 364 2,050 758
1980 475 2,075 768
2.4.3 Canadian Exports of Cod to the U.S.:

The Canadian exports of fresh and frozen cod
fillets were 26 million 1lbs., in 1968. Assuming that
Canada would, as a target, plan to maintain a 65% share
of the total U.S. imports of fresh and frozen cod

fillets

then, it will have to export to the

U.S. the following guantities of fillets: (See also

Table 16)
1870 - 32 million 1lbs.
1975 - 40 million 1bs,
1980 - 51 million lbs.

That is, by 1980, Canada will have to virtually double
its exports of fillets. As regards Cod blocks, the
estimated U,S. Cod block market during 1958-80 would be

as follows:
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Estimated U.S. Actual Cod
Consumption of Block Tmports Canada's
Cod Blocks From Canada _ Share

1958 54 - —
1959 59 - -
1960 - 67 - -
1961 95 —— -
1962 104 - —
1963 116 - —-_
1964 131 65 49,6
1965 150 69 46,0
1966 161 58 36,0
1967 149 54 36.0
1968 190 65 34,2
1970 209 , 63 30.0 (target)
1975 276 83 30.0 (target)
1980 303 109 . 30,0 (target)

If, as a target, Canada would like to maintain at
least a 30312/ share of the U.S. Cod block market,
then it will have to export 63 million lbs., -
and 83 million 1bs.,and 109 million lbs., in 1970,
1975 and 1980, respectively.

That is, the total Cod exports (fillets and

blocks)from Canada would have to be: (million lbs.}

Fillets Blocks Total
1964 22 65 87
1965 23 69 92
1966 26 58 84
1967 22 54 76
1968 26 65 91
1970 32 63 95
1975 40 83 123
1980 51 109 160

12/ 30% would imply that efforts will be made by the
producers in Canada to reduce the proportion of Cod going

into blocks and increase the proportion moving inteo fillets.



1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968

1962
1963
1964
1965
1966
1967
1970
1975
1980
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To achieve these targets Canada would have to export 95 million
lbs., 123 million 1bs., and 160 million lbs., of Cod
during 1970, 1975 and 1980, respectively.

Supply Avail-

Portion of able for Fresh

Total Can.,  Supply used & Frozen Fillets
Supply of Cod For Salting % & Frozen Blocks
(live weight~- (live weight (live weight =~
million 1bs.) =-million 1bs.) million 1lbs.)

634.5 N.a. ——

766.8 n.a. -—=

726.4 n.a. ———

756.4 Nn.a. ——

706.6 335.8 47,5 370.8

735.5 348.2 47.3 387.3

695.4 306.4 44,1 389.0

690.5 247.3 35.8 - 443.2

675.3 252.2 37.3 423.1

625.5 307.,6 49,2 317.9

704.0 n.a. - ——

The available supply of Cod in Canada for fillets
(fresh and frozen) and frozen blocks and slabs may be
expressed in fillet weight as follows: (million 1bs.)

Supply Available Corresponding
for Fillets & Blocks Fillet Weight
(live weight)
1962 371 100
1963 ‘ 387 105
1964 389 105
1965 443 ) 120
1966 423 114
1967 ' 318 86
Canadian
Available Can. Exports of Exports
Supply in Fillets & Blocks as % of
Fillet Weight to the U.S. Supply
(millions lbs.) (million 1l1lbs.) %
100 n.a. —-—
105 n.a. ———
105 87 83
120 92 71
114 | 84 74
86 76 88
126 (required) 95 (target) 75 (tarxget)
164 (required) 123 (target) 75 (target)
213 (required) 160 (target) 75 (target)
]
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That is, in order to be able to export 95 million
lbs,, 123 million 1lbs,, 160 -million lbs., of fillets
and blocks of Cod (fresh and frozen) in 1970, 1975 and
1980 respectively, and to maintain a 75% relationship
between available supply and export to the U.S., the
supply will have to increﬁse from 85 million lbs., in
1967 to 126 million lbs,, in 1970, 164 million lbs.,
in 1975 and 213 million 1bs., in 1980.

It is likely that on account of possible Canadian
domestic market expansion, the percentage of exports of
Cod to supply be closer to the 70% than the indicated
target of 75%.

Cod landings in the 1970's are not likely to
exceed 700 million 1lbs., (in live weight) in
Canada. Assuming that, as compared with the
previous years, only 30% of landings are salted, then
the approximate live weight available for fresh and

frozen fillets and blocks would be: (live weight)

Supply Avail-

Total Used for able for Fil-
Landings- Salting (30%) lets & Blocks
1970 705 212 493 (133 fillet
welght)
1975 710 213 497 {134 fillet
weight)
1980 705 212 493 (133 fillet
‘ _ weight)
Possible Avail-
able Supply of Reguired Supply
Cod for Fillets of Cod for
and BlockaZ Filletgs & Blocks
(million lbs. - (million lbs., =
fillet weight) f£illet weight)
1970 133 126
1975 134 164
1980 133 213
13/

After making allowances for salting (30% of landings). In
Iceland, during 1968, 28% of cod landings were salted, as
compared with 36% in 19653, 26% in 1966, and 19% jin 1967,
The frozen fillet utilization accounted for 35% in 1965,
33% in 1966, 1967 and 1968,
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In other words, in order to export the target volumes of
Cod fillets and blocks to the U,S3., the landings of Cod will have
to be higher than 700 million 1lbs., in the 1970's, Even if Cod
for salting were to be phased out completely there would be a short-
fall of fresh and frozen Cod supplies by 1980, unless landings

inereased beyond 700 million lbs.

HADDOCK

Details concerning the world landings of Haddock, 0.5,
consumption of Haddock and U.S5., imports of Haddock fillets
and blocks are given in Tables 19 to 22, The U.35, per capita
consumption of Haddock declined during the 1956-68 period.
The total available supply of Haddock fillets in the U.S.
market has declined from 85 million 1lbs., in 1956 and 1957
to 70 million 1bs., in the late sixties, During 1968, the
tobal supply was only 58 million 1bs. The U,S. landings of
Haddock has shown a declining trend: 53 million pounds, in
1956 and 25 million pounds, in 1968. TImports into the U,S,
have remained more or less stable during 1958-57: in 1968
imports increased by almost A million 1bs., over the previous
years. (Table 20). The total consumption of Haddock fillets
‘in the U,3. is expected to Ee around 58 million 1lbs., in the
1970ts.,

The world landings of Haddock (Table 19) were over 1
billion 1bs., in 1961; it increased to 1.6 billion 1bs., by
1965, and declined to 1.1 billion lbs, in 1967.

Canada controls the major share of fillet_imports into
the U.S,, almost 70% during Jan-June 1969, as compared with
63% during 1968 (Table 21), Icrland is the second largest
exporter of Haddock fillet into the U.S. and has over 12%
of the U.S, import share.

Imports of Haddock blocks amounted to about 24 million 1bs.,
in 1968, 45% of which originated from Iceland; 21¥ from Canada

and 22% from Norway (Table 22).

14/ Includes Hake, Cusk and Follock.
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ESTIMATED U.S. CONSUMPTION OF HADDOCK FILLETS AND BLOCKS

(million 1bs., in fillet weight)

Supply of
Total U.S. Haddock from l&rWOrld
Fillets Blocks - Consumption Five Countries= Supply
(est.y L6/ ‘
1958 63.2 -
1959 56.7 -
1960 62.0 -
1961 65.8 -
1962 72,6 -
1963 63.9 -
1964 64,0 44.0 108,0 148 363
1965 67.7 46 .0 113.7 ' 150 461
1966 66,9 47.0 113.9 145 450
1967 57.0 42.0 99,0 ' 109 298
1968 53.3 46,0 99,3 n.a. Iledl.
RATIO OF SUPPLY "TO THE U.S. MARKET
Supply From
Five Countries ‘ World Supply
to U.S. Market to U.5. Market
1964 1.4:1 3.4:1
1965 1.3:1 4,1:1
1966 1.3:1 4. 0:1
1967 1.1:1 3.0:1
It will be seen from the above that the world
supply at present is only about three times the size
of the U.8. market: in terms of supply originating with
countries that normally export to the U.S., the ratio
was 1l.1:1, only.
It has not been possible to develop data on the
portion of Canadian Haddock landings that is exported
15/

ra———

Iceland, Canada, Norway, Denmark and West Germany.

16/ No data on Haddock block consumption are. avallable; it is
assumed that the consumption of blocks is twice the amount

of U.

S. imports of Haddock blocks.
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to the U.8. The Canadian export data includes besides

Haddock, Cask and Hake,

FLOUNDERS

Particulars regarding the U.S.-Floﬁnder marketil/
and the U.S. imports of Flatfish blocks are given in
Tables 23 to 25,

The per capita U.S. consumption of Flounder has
increased during the 1958-1968 period at an average.
rate of 3.7%. In volume terms, total consumption of
fillets increased from 58 million lbs. in 1958, to
95 million lbs. in 1968, We estimate the total
consumption of £fillets to be around 105 million 1lbs.,
in 1970, 133 million lbs. in 1975,and 169 million
lbs. in 1980, Imports of fillets have increased
substantially over the years from 13 million lbs. in
the late 50's,to almost 40 million lbs., at the end
of 1968. The U.S. landings of Flounder fillets
accounted for 68% of total supply in the U.S. in 1958
as compared with 51% in 1968. Imported fillets
constituted 26% of total consumption in 1958 as com-
pared with 42% in 1968, The U.S., market is, undoubtedly,
more dependent upon imports today than the 50's,
Almost 98% of total Flounder fillet imports originates
with Canada; the same is true of Flounder blocks. In
order to continue to maintain this share, Canada will
have to export to the U.S, 44 million lbs., of Flounder
fillets in 1970, 57 million 1lbs., in 1975 and about 75

million lbs., in 1980.

17/

Total world landings of Flounder are not readily available.




Can. Landings

of Flounder

18/

{(million lbs. in=—
fillet weight)

1958
1959
1860
1961
1962
1963
1964
1965
1966
1967
1968

24.5
26.5
35.5
31.1
29,6
36.4
46.9
58.8
67.5
74.1
77.3

Can. Landings
of Flounder

(million lbs. in
fillet weight)

1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968

18/

19/
available.

24.5
26.5
35.5
31.1
29.6
36.4
46.9
58.8
67.5
74.1
77.3

20/

—T4—

U5+ Consump-
tion of FPloun-
der FlllEtSigf

(miilion 1bs.,
in £illet weight)

57.8
55.8
60,3
65.2
71.3
75.0
80,7
87.9
90.6
84,9
95.4

Can, Exports of
Flounder Fillets
to the U'S'Ell

(million lbs. in
fillet weight)

14,4
14,0
18.3
17.17
17,6
15.4
20,6
23.2
33.9
32,9
38,4

Mainly from the Atlantic Coast,

Ratio of U,S5
Market to

Can. Landings

2.4:1
2,1:1
1.7:1
2,1:1
2,4:1
2,1:1
1.7:1
1.5:1
1.3:1
1.1:1
1.2:1

Exports

of Flounder Fillets to

U.5. as %
Landings

of

3

59
53
52
57
59
42
44
39
50
44
50

Data on the U.S. Consumption of Flounder blocks are not

ZQ/ 0.29 was the factor used to conyert gutted, head-on
Flounder to fillet weight,

1/

~—* Excludes Flounder blocks;:; data on blocks not available.




—75-

OCEAN PERCH

Tables 26, 27 and 28 deal with the U.S. market
for U.S. imports and world supply of Ocean Perch
during 1956-1968, The total consumption of Ocean
Perch fillets in the U,S. has remained somewhat

stationary durxing the 1956-1967 period, at the level

of around 62 million 1bs., (with the exception of

1963 and 1964), 1In 1968, the total consumption
increased to a new level of 71 million lbs., an
increase of 11% over 1967. We estimate the total
consumption of fillets to be about 79 million 1l1bs.
in 1970, 99 million 1lbs. in 1975,and 127 million 1lbs.,
in 1980. During the 1956-1968 period, the U.S. land-
ings of Ocean Perch have declined substanﬁially from
48 million 1bs. to 22 million lbs. Impofts have, on
the other hand,increased from 22 million lbs. to over
50 million lbs. The Canadian share of total U.S.
imports of Ocean Perch fillets was ovef 90% in recent
years. In order to maintain this share of the total
U.S. import market, Canada will have to export 43
million lbs. in 1970, 59 million lbs. in 1975 and

69 million lbs., in 1980 (Table 27).

The world landings in fillet weight of Ocean
Perch (Red Fish) was 198 million 1bs.  in 1967 (Table
28). During certain years, the landings were in the
range of over 220 million lbs. West Germany has the
highest percentage of total world landings in Ocean

Perch; Canada being the second.
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Exports
Supply Can. Exports as % of
World Supply from 22/ From of Fillets Canadian
Supply Five Countries—"- Canada to U.S8. Supply
(million lbs,,in fille® weight) 3 |
1958 309.6 161.3 15.3 14,8 296.7
1959 322.9 145.8 11.3 10.9 96.5
1960  272.3 123.3 11.6 10.9 94.0
1961 225.4 113.4 14,1 12.9 91.5
1962 193.0 110.,0 - 15.6 14,4 92.3
1963 212.9 126.6 21.1 16.2 77.0
1964 231.3 130.0 20.7 16.9 82.0
1965 235.9 141.4 31.3 22,1 71.0
1966  221.2 136.9 45,8 37.7 82,0
1967 197.9 131.6 ‘ 43,5 33.2 76.0
RATIO OF SUPPLY TO U.5. COCEAN PERCH
" FILLET MARKRETZY
World Supply Canadian Supply
to the U.S. Market to the U.S. Market
1958 , 4,9:1 0.23:1
1959 4,8:1 0.18:1
1960 4.5:1 0.19:1
1961 3.6:1 0.22:1
1962 3.2:1 0.26:1
1963 3.7:1 0.36:1
1964 4,1:1 0,37:1
1965 3.7:1 0.50:1
1966 3.3:1 0.68:1
1967 3.1:1 0.68:1

The above ratio relating to Canada and the U,S.
market would indicate that the Canadian supplf of
Ocean Perch is rising much faster than the U.S. market.
In order to continue to maintain a 90% share of the

U.S. Ocean Perch fillet market, Canada will have to

22/ Canada, West Germany, Iceland, Norway and Poland.
|
23/ In considering the size of the U.S. market in relation to
Supply, the stock levels (beginning and ending) have been
ignored in this and all other preceding calculations.
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export 43 million 1lbs., off £illets in 1970, 53 million

lbs., in 1975 and 69 million lbs., in 1980.

FROZEN GROUND¥FISH BLOCKS AND SLABS

Tables .29 to 36 deal with the U.S. consumption,
u.s. impofts and the origin of U.S. imports of Ground-
fish, frozen blocks and slabs. Whenever possible,
1969 data have been added. The U.S. freezing of blocks
and slabs accounted only for 1l.4% of total consumption
in 1968. This has been the general pattern in'the past
and is most likely to be so in the future. These
imports account for almost the entire consumption of
blocks and slabs in the U.S.

The five year growth rates, during 1958-1968, in
the total U.S. consumption of blocks and slabs were
as follows:

5 Year Moving

Average Annual
Growth Rate

1958-63 16.5
1959-64 17.1
1960-65 17.7
1961-66 11.1
1962-67 | : 7.5
1963-68 10.4
(1958~1968 10 Year Average 13.4)

During the 1958-1968 period, with the exception
of 1967, the total consumption of blocks and slabs
has steadily increased. The annual percent rate of

change in total consumption of blocks was:

.
1959 9.7
1960 12.6
1961 : 43,0
1962 9.1
1963 ' 11.0
1964 ' 13.1
1965 | 15,1
©1966 7.1
1967 . ~7.5

1968 27.3
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Table 30 indicatesg the monthly apparent consump=-
tion of frozen blocks and glabs in the U.s., taking
into account the beginning inventory, imports and end-
ing inventory, for the 1964-1969 (up to June) period.

Average Monthly Apparent
Consumption in the U.S,.

% Annual Rate of Growth of

(million 1l1bs.) Apparent Monthly Consumption

1964 14.3 -

1965 16.5 15,4

1966 17.4 5.5

1967 16,0 -3.1

1968 20,7 29,4

Jan-June :

1969 21.1 1.9

It will be seen that with the exception of 1967,
average monthly apparent consumption of frozen blocks
and slabs have steadily risen in the U.S.

The relative shares of major suppliers of the
total U.S. block and slab market are given in Table 31.
During 1968, almost all competitors improved their
share of the U.S. market vis & vis Canada.

The U.S. imports of frozen blocks and slabs
comprises: (a) Cod blocks; (b) Flatfish blocks;

{c} Haddock blocks; (d) Ocean Pergh blocks; (e) Pollock
blocks; and (£f) blocks N.E.S. During 1964-1968, the
approximate breakdown of total imports among these

categories was as follows (Table 32):

Percent of Total
U.S. Block Tmports

Cod Blocks 65%
Flatfish Blocks 6%
Haddock Blocks 10%
Pollock Blocks 5%
Fish Blocks N.E.S. 14%

The composition of block and slab imports from

Canada, Iceland, Norway, Denmark and Greenland are
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given in Tables 32 to 36, It appears that about 60%
of the Canadian exports to the U.S. of blocks consist
of Cod blocks, as compared with about 65% from Iceland,
85% from Denmark and Greenland and 70% from Norway.
Table 37 presents the yolume of U.S. imports of frozen
blocks and slabs N,E.S,, during 1964-1969, by major

country of origin,
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Fish Sticks and Portions

Tables 38 and 39 deal with the U.S. consumption
and production of Fish Sticks and Portions. The per
capita consumption of Fish Sticks and Portions has
gteadily risen during 1958-1968 and this trend is
expected to continue. Imports constitute a very
negligible portion of total consumption (about 0.3%
in 1968). 1In volume terms total consumption increased
from 82 million lbs. in 1958 to 262 million lbs. in
1968. The per'capita consumption was 0.47 1lbs. in
1958 and 1.3 1lbs. in 1968. We estimate the per capita
consumption in 1975 to be 1.8 lbs. (Table 38). Table
39 provides data on‘the production of Sticks and
Portions in the U.S. on a monthly basis during 1964-
1969.

The average monthly production of Sticks and

Portions during these years was:

sticks Portions
(million 1bs.) (million 1bs.)}
1964 6.1 8.8
1965 6.9 11.7
1966 6.8 12.3
1967 6.1 12.2
1968 7.6 15,0

TOTAL PRODUCTION OF STICKS & PORTIONS

Sticks Portions Total

' (million 1bs.)
1964 73.5 105.6 179.1
1965 82.5 140.5 223.0
1966 81l.4 147.6 229.,0
1967 73.9 158.4 232.3

1968 91.5 179.4 270.9
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1962
1963
1964
1965
1966
1967
1968
1870
1975
1980
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Canadian Groundfish Exports to the U.S. in
the Seventies

Tables 40 to 45 provide an overall view of the
total Groundfish impofts into the U.S. by species
as well as by detailed product classification.
Against this background of the U.S. Groundfish market,
it isuseful to take a look at the potential volume of
Groundfish exports from Canada to the U.S. during
the 1970's, and to examine the feasibility‘of_such
export volumes. The U.S. market (apparent conéump—
tion) of fresh and frozen Cod fillets, Haddock fillets,
Flounder fillets, Ocean Perch fillets and frozen blocks
from 327 million 1lbs. in 1958 to 536 million 1lbs. in
1968 and is estimated to be as follows during the
seventies:
1970 590 million 1bs.
1975 747 million 1lbs.
1980 952 million 1bs,
During the 1962-68 period the Canadian exports
of the same Groundfish items to the U.S. increased

from 142 million to 233 million.

U.S. Market Canadian Exports to the Percent
for Groundfish U.S. of Groundfish Share
39%0 142 36
400 139 35
426 190 45
465 198 | 43
488 210 43
463 197 43
536 233 44
590 266 45 (target)
747 336 45 (target)

952 ' 438 ' 46 (target)



1970
1975
1980

1862
1963
1964
1965
1966
1967
1968
1970
1975
1980
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The Canadian share of the U,S. market has been
about 44%. 1In order to maintain a 45% share of the
U.S. market in 1970 and 1975 and 46% share of the
market in 1980, Canada will have to export 266 mil-
lion 1lbs. in 1970, 336 million lbs. in 1975 and 433
million lbs. in 1980. Assuming the present mix of
production, the following could be the éomposifion
of exports:

Cod Haddock Ocean
Total Fillets Fillets Perch Flounder Blocks

= million of lbs,-
15 43

266 32 43 133
336 40 15 53 56 172
438 51 16 69 73 ‘ 229
RATIO OF CANADIAN EXPORTS
TO CANADIAN LANDINGS
Total ' Exports

Exports Landings - Fillet Weight as % of Landings

- (million 1bs.) -

142 250 \ - 52
139 289 48
190 290 : 66
198 313 63
210 337 62
197 327 60
233 351 66
266 391 68 {(target)
336 480 70 (target)
438 608 : 72 (target)

Groundfish exports from the Atlantic Coast as a
percent of Groundfish laﬁdings (fillet weight) was
52% 1in 1962 and 66% in 1968, In order to maintain
a ratio of exports to landings at 68%, 70% and 72%
in 1970,975 Q90 respectively, the fillet weight of
landings of Cod, Haddock, Ocean Perch and Flounder
will have to increase from 351 million lbs. in 1968
to 608 million 1lbs. in 1980, an average annual

increase of 4.5% during 1970-80, as compared with
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3.5% during 1958-68.

2.11 The U.8. Food Service Market

In 1961, the retail value of food sales for the
away—from-home U.S. market was $i8.6 billion. It is
predicted (by the Fast Food Magazine) that this will
increase to $29 billion by 1970 and $46 billion by 1975.
Thus, by 1970, it is estimated that 1/3 of all meals served
in the U.S5. wlll be served away from home, as compared
with one meal out of five in 1961; that is, from 133
million meals in 1961 to 205-210 million meals in 1970.
According to the Chain Storage Age Surveys conducted in
1966, the food service industries spent $72.2 million for

seafood as compared with $507.4 for meat.

Away from Home U.S. Market for Food, 1966é/
(Retail Value of Food Served by Type of Outlet)

Estimated Retail

Value of Food Estimated
Served by Type of Food
Type of Outlet Outlet Costs
{($ million) ($ miltion)
1. Public Eating Establishments 18,066 7,958
2. Institutions with Food Service 3,468 1,637
3. Military Services 2,811 1,405
4, Schools (Grades 1-12) 2,600 1,300
5. Other (In—transit, Correctional
Ingtitutions, Federal Hospitals,
Boarding Houses, etc.) 764 382
27,709 12,682
b ———— ———— =]

24/ U.8.D.A. Survey of the Market for Food Away from Home, 1967



Bl

Different segments of the food service industry
areexpected to grow at different pgtes:

Projecteerrowth of the U.S. Institutional
Market to 197022/

Accelerated Gain Normal Gain Below Average Gain
Chain Operators Restaurants  Department Stores
Schools Cafeterias Speciality Stores

Colleges & Universities Drug Stores Armed Services

Employee Feeding Variety - -Religious Services
: Stores >
Caterers " Discount Transportation
Stores
Vending Machine Hospitals Clubs
Operators
Food Service Nursing
Contractors Homes
Prisons

TOP TEN FOOD SERVICE MARKETS
IN THE UNITED STATES

Number of Dollar Volume Sales
Establish- Food & Non-Alccholic
ments Beverages
1. Table or Booth ' |
Restaurants 100,501 . $ 7,602,000,000
2. Lodging&Restaurants 16,436 1,600,000,000
3. Hospitals 5,353 : 1,474,000,000
4. Counter Restaurants 46,302 . 1,428,000,000
5.'Drive-In {(Hot Food) 23,061 1,338,000,000
6. College & University 2,553 ‘ 1,144,000,000 -
7. Carry Out & Pantry 21,888 1,015,000,000
8. Drinking Places 51,299 1,009,000,000
9. Cafeterias - 5,686 657,000,000
10. Industrial Feeding 5,353 377,000,000

25/
" According to-a major advertizing agency in the U.S.
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The purchase of seafood by chains appear to
be largely influenced by their need for convenience
and efficiency. Pre-portioned seafood in 1967
accounted for almost 87%21/ of all seafood purchases
by chains, The
corresponding figures for Drive-in restaurants are |
99.4% and 100% for variety chains. Contract feeders,
however, buy fresh seafood on a fairly laxge scale.
The biggest users of unbreaded frozen preportioned
food are the cafeterias, while the drive-ins concen-
trate mostly in frozen breaded preportioned fish.

Distribution of Total Food Cost Spent by Major
Food Service Markets on Seafood (%)

Variety
Cafeter- Contract Drive- Drug Fast General Industry
ias Feeders ins Stores Service Merx. Average
Breaded,
Frozen , pPre-
portioned 16.7 45.1 87.9 67.7 12.8 41.1 45.2
Pre~portioned
Frozen 70.4 28,5 11.5 21.9 58.8 - 58.9 41,7
Fresh 6.8 26.4 0.6 3.2 7.9 0 7.5
Other 6.1 0 0 7.2 20.5 0 5.6
100.0 100.,0 100.0 100.0 100.0 100.0 100.0

27/
" Breaded preportioned frozen 45.2% and preportioned frozen 41.7%

278/ Chains in this context mean franchised Drive-ins.
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The following table provides details concerning
the purchase of Seafood by the food services surveyed

(in mililions of dollars).

PURCHASES OF SEAFOOD BY SELECTED FOOD SERVICES
( $ millions )

Caterers & Fast & Variety,
Cafeter- Contract Drive- Drug- Table Dept. &
ias Feeders Ins stores Service Gen.Mdse. TOTAL |
Breaded, |
frozen
prepor-
tioned 1.7 7.9 25.6 3.3 1.1 0.6 40.2
Prepor-
tioned, : ;
frozen 7.4 5.0 3.3 1.1 5.1 0.9 22.8 |
Fresh 0.7 4.6 ~ 0.2 0.2 0.7 0.0 6.4
Other 0.6 0.0 0.0 0.4 1.8 0.0 2.8
The percent of total food cost spent by food
services on seafood was:
Cafeterias 9.6
Contract-feeders - 4.5
Drive-Ins 9.6
Drugstores 3.7
Fast Service 1.6
Variety - General
Mdse, 1.1
Industry 5.0
SCHOQLS AND COLLEGES:
Fodd Service Markets are expected to experience rapid gains;
during 1966, the school and college market together used $1,489
million worth of food., The food purchases of the college market
increased from $233 million in 19461 to $401 million in 1966.
Primary and Secondary, Public and Private Schools used in 1966
about $1,100 million worth of food. The interesting trends in
the U,S, school market are:
(1) the school program started in January 1967; by May 1967, 982,000

children in 235 schools, in 42 states,
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were participating; the budgeted costs for the 1968 breakfast
program was $16.5 million;
{ii) the trend toward central buying which indicatés an increasing
trend toward bid buying;
(iii) increasing use of convenience foods, employing a greater use
of frozen foods. |
According to the U.S.D.A. Agricultural Marketing
Research Report (No. 702), almost 92% of the fish purchases
by schools during July 1962 — June 1963 were made from
processors or wholesalers and only 8% from retailers. The
report also indicates that 32% of the fish purchases were ‘
made by competitive purchasing contracts, 40% from route
salesmen, 8% by personal selection and 20% by telephone.
During the July 1962 - June 1963 period, the public
and private schools purchased 48,5 million lbs. of fish
and shell fish valued at $23.7 million. This represented

2.3% of total foed purchased by public and private schools.

1962 — 1963
million million % of Total
‘1b. 5 Food Purchased

Total fish purchased

by schools 48.5 23.7 2.3
a. fresh & frozen 30.3 13.0 1.3
b. canned 16.7 9.7 1.0
c. shell fish l.4 0.9 0.1

EMPLOYEE FEEDING

Another segment of the institutional market
consists of the employee feeding market. In 1966,
there were in all over 14,087 such establishments

(with 250 or more employees). OFf these, 6,121 were
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company managed and the rest (7,966) by food contractors. The
total expenditures on employee feeding were $1,093 million in
1966,

DRIVE-INS:

The Drive—ins represent one of the most important areas of
commercial restaurant market. During 1966, there were in all,

23,061 drive-ins, representing 6% of the total number of eating
establishments in the U.S., including institutioms with public
feeding.

The significant fact is that drive-ins and cafeterias are the
largest f£ish purchasers in the food service group. GCafeterias
provide an element of choice in foods consumed, and it is signifi-
cant that thelr utilization is gbout double that of contract feeders.
Contract feeders present a pre-selected menu tailored to thelr
judgment as to their customers' requirements. It would seem that
they tend to underestimate their gustomers acceptance of fish, by
about half compared with the cafeterla consumption. With drive—ins
there is an element of mobility as well, It is easy for the customer
to drive to the store which provides the menu that the customer
desires. They also tend to act as pace setters in eating habits,
particularly for younger people. The expectaticn is that contract
fgéders, industry feeders, drugstores, etc., will move toward the
purchase level of the drive-ins and caféteriams and that the more con-
servative menu setting patterns of these outlets will follow the
drive-ins and cafeterias.

FISH AND CHIPS

The latest food fad seems to be fish and chips drive-ins. It
has been called the "hottest franchise game in town". Judging from
the momentum now building, this latest food fad is likely to have an
important impact on fish consumption in the U.S. H. Salt, Esqg. of
San Raphael, Calif., the outfit that started it two years ago, now
has 34 units open and is preparing a frenchise push across the country.
Quality control is crucial to fish and chips. There is

more to it than just plopping battered fish into hot fat and
I
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serving it, Timing has to be right and the battering is what
makes the difference, Each order conéists of sbout % pounds
of cod in two pieces plus chunky pieces of fried potatoes, So
far, the three biggest in the business are Salt, Galardi and
Houston based Alfiets, They are all sticking to the éonceptz
"Fish and Chips for a buck plus beverages", Most of the fish
and chip stores are using cod, mostly from Iceland. It is
learned that some of the units are stock piling hundreds of
thousands of pounds of cod in order to assure a steady supply.
H, Salt company is considering plowing some of the profits
back into developing fish farms to bolster the supply of Cod,
The following table gives an idea of the number of

fish and chip units by the end of 1949,

Number of Number of

Units as at Units projected
Franchise Co. Headguarters Jan.l, 1969 snd of 1969
Alfiets Houston, Texas 1 220
Friar Fish Torrence, Cslif. 1l 200
H. Salt, Esq. San Raphael, Calif. 96 76
Lancashire Lad Redwood City, Calif., 5 30
London San Francisco, Calif, 12 50
London Bridge Los Angeles, Calif. 6 56
Mr. Fish & Chips Newport Beach, Calif, 3 30
Picadilly Commerce City, Colo. 3 26
Rhodes San Francisco, Calif. 10 54050
Rian's Portland, Ore. 1l ' 3
Union Jack Gloucester, Mass 3 100

San Francisco, Calif __ _—
141 - 1,041
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The franchisers predict profit ranging from

20% to 35%,
Cost of
Name Pranchise
$
Alfie's 10,800

Fraser Fish

H. Salt, Esq.

London

London Bridge
Mr. Fish & Chips

Rhodes

10,750

25,000

10,000-
20,000

19,000
22,500

18,000

Includes

Equipment down
payment with 3-
year financing

Equipment down
payment with 4.3%
monthly

No financing

20% financing

Franchise Advertizing

Fee Fee
5% 3%
5% 5%
6% 2%
43 1%
5% 2%
5% 2%
5% 8% first year

3% later

It is estimated that the number of Fish & Chips

drive~ins in the U.S. will increase from 141 in Jan.

1969 to 1,050 by Dec., 1969.

The franchisers

predict profit ranging from 20% to 30%for this type

of ope

ration, The Atlantic Coast exporters need to

watch these trends closely.
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SECTION VI

ATLANTIC COAST'S GROUNDFISH MARKETING
PROCESS WITH RESPLECT TO THE U.S. MARKET

INTRODUCTION

As a background torAtlantic Coast's Groundfish
marketing process, an attempt was made in the last
two sections to (a) indicate the size and character-
istics of Groundfish landings and utilization on the
Atlantic Coast; and (b) to analyse the size, compo~
sition and characteristics of the U.S. Groundfish
market.

Thig section is devoted to an examination of the
problems relating to Atlantic Coast's Groﬁndfish
marketing organization and structure with particular
reference to the U.S5. marxket.

28/

The structural=—" and organizational aspects of

marketing constitute only a part of the overall

marketing process. Closely related to marketing

structure is marketing conductgg/ and marketing

30/

performance .= Marther problems relating teo

(a) market development; (b) product development; and
{(c) marketing support sources also have a significant

bearing on the marketing process. All these aspects

28/

The term structure refers to those organizational character-
istics which determine the relation of sellers in the market
to each other, of buyers in the market to each other and of’
the sellers to the buyers., It deals with those internal
features of<the market setting which seem to influence the
nature of competition and pricing within the market.

Marketing conduct includes (a) methods employed in deter-
mining price and output; (b) product policy; (c) sales
promotion; and (d) co~ordination of price, product and sales
promotion policies among competing exporters.

Marketing performance refers to the ecconomic results that
flow from marketing structure and conduct., The direction of
causation is assumed to run from structure through conduct
to performance,
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of Atlantic Coast’s Groundfish marketing are dealt

with in the succeeding sections of this report.

PROBLEMS WITH RESPECT'TO MARKETING STRUCTURE AND
QORGANIZATTON

Problems relating £o the Groundfish marketing
structure can be consdidered under the following head-
ings: (a) the degree of sellergi/—(exporter) concen-
tration on the Atlantic Coast; (b) vertical and hori-
zontal integration on the Atlantic Coast; (c) the degree
of buyer concentration in the United States;. (d) market-
ing channels used; (e) the degree of product differ-
entiation among Atlantic Coast exporters; and (f) the
conditions of entry into, and exit from,-Groundfish
marketing both on thé Atlantic Coast and in the United

States.

Seller (Exporter) Concentration on the Atlantic Coast:

The degree of seller concentration is. génerally,

described by the numbexr, size, and size distribution

of Groundfish exporters.

2.1.1 Number of Croundfish Sellers (Exporters) on the

Atlantic Coast:

Relative to other Groundfish supplying countries
(e.g., Iceland, Norway, Demnmark, Greenland, and
Poland) the five provinces on the Atlantic Coast have
a large number of small sellers directly engaged in
exporting Groundfish products to the United States.

The present study covered thirtyéa! Groundfish exporters

31/

32/

The term "seller" refers to processor-exporters on the
Atlantic Coast who sell Groundfish products to the United
States.,

The location of the Head Office was the criterion used for
counting the number of exporters. Companies with more than
one plant and having operations in more than one province,
were counted as one for the purposes of exporting. According
to the DBS, 61 fish processing plants on the Atlantic Coast
employed in all 8,300 people in 1966; production employees
constituted 92% of total employed. Female workers accounted
for 30% of total production workers. These plants process
Groundfish as well as other species of fish.
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on the Atlantic'Coast‘ In addition, there are about
15-20 smaller exporters., Thus, in all there are
approximately fifty Groundfish exporters located in
the five provinces on the Atlantic Coast. During
1968, the thirty Groundfish sellers covered by the .
study exported to the United States about 230 million
lbs., of Groundfish products. The provincial diétri—
bution of the number of sellers was as follows:

No. of Exporters

Newfoundland 10
Nova Scotia : 11
New Brunswick 4

Prince Edward Island

Quebec - 4
TOTAL 30
—_—

The additional 15-20 smaller exporters are
located mostly in Nova Scotia, Newfoundland and Quebec. -
Of these 30 exporters, 26 were incorporated companies
and the remaining fourico—bperatives. These co-
operatives represent inshore fishermen and associations
of fishermen. They are intended to provide the fisher-
men with better bargaining strength, financing, market-
ing organization, etc, Seven exporters are foreign
owned subsidiaries, mostly American-owned. The remain-
ihg 23 are Canadian-owned.’ 7Only four of these'companies
had some form of definite representation in the U.S,
market in the form of a distributing hoﬁée; Twelve
processor—exporters had multi-plant operations, With
the exception~of'two;or three companies, almost all
processors had been in business for more than 10 years,
Two exporters were in the less than five year old
category. The majority of exporters (18) were engaged
in year round operations. The remaining 12 operated
seasonal plants ‘extending from five to nine months a
year. Almostﬂhalf of the exporting firms were family-

owned enterprises.
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Size~Distribution of Sellers;

The export volumes of a majority of Groundfish
sellers on the Atlantic Coast are small. For example,
twenty out of the total of thirty exporters covered
by the study, each exported less than 7 million lbs.,
of Groundfish products, during 1968. In terms of
percent distribution of export volumes, the quantities
exported by 20 individual exporters each amounted to
less than 4% of the total Groundfish exports of 230
million lbs., in 1968, The largest ten sellers
exported 173 million lbs.; the next largest ten
sellers exported 45 million lbs., and the last ten
sellers exported 1l million lbs. Alternatively, while
the largest ten sellers accounted for 173 million 1bs.,
of Groundfish exports, the next 20 sellers exported
only 59 million 1lbs.

Cumulative Groundfish Cumulative

.Exports.to the 1.8, % of Total
From the Atlantic Coast Exports

Exports of the Largest . (million 1lbs.) 0%

6 sellers 131.0 57.0
10 sellers 173.0 76,0
15 sellers 202.,0 88.0
17 sellers 209.0 91,0
20 sellers 218.,0 95.0
23 sellers 223,0 97.0
25 sellers 226,0 98.5
27 sellers 228.0 99,4
30 sellers 229,0 100.0

Thus, in terms of both the number and size-
distribution of sellers, the Atlantic Coast present
a large number of small sellers. ©Such a selling
structure would seem to suggest a weak bargaining
positionééz vis-8-vis the Groundfish buyers in the

U.S5. Even the six largest sellers are aware that

33/

The relatively weak bargaining position of the Atlantic

Coast exporters is also confirmed by the instability in
their incomes and prices.
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they represent a bare majority (57%) of the maxrket,
and that the remaining 24 firms arve, collectively,
sufficiently large to congtifute almost perfect

competition, even ignoring substantial foreign competition.

Vertical and Horizontal Integration of the
Atlantic Coast:

The Groundfish processor-exporters perform a
variety of functions, from primary fishing to market-
ing, and in some cases marketing at the ultimate
consumer level, in varying degrees of intensity. The
following is a list of functions performed.

- primary fishing,

- acquiring fish from inshore fishermen and other
sources,

- processing,
- packing
- freezing,
- stocking,
- transporting,
- financing inshore fishermen,
- assuming marketing risks,
- advertising and promotion,
- market intelligence,
- selling (a) in the U.8., (b) in the Canadian
Domestic Market at (i) the wholesale level; and
(ii) retail level.
only a few processors perform all these functioﬁs.
Most processors carry out a majority of these functions.
In recent years, many exporters have acquired new |
functions and/or increased the scale and intensity of
already existing functions. Some companies do not
carry out freezing and storage functions, insisted thay hirc
these services. For example, inFQuebec, cold storage
facilities are provided by the Department of Public
Works and as such, individual processing companies do

not engage in these functions &n their premises, In
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New Brunswjick and Nova Scotia, some companies do not
have freezing facilitdes and particularly cold storage
space available in their premises. They rely on public
warehouses. With the exception of two processors;
almost all rely on commercial transportation for trans-
porting their products to the market. Even the two
exporters who have transportation facilities of their
own, rely somewah't heavily on commercial transportation
sources. With respect to processing, many processors
have attempted to enlarge the scale and change the mix
of their processing operations in recent years. In a
very few cases, processing arrangements with U.S.
processors have been made. In recent years more and
meore processors have come to feel the need for some
form of representation in the U.S. market., Until 1968,
only four major Atlantic Coast exporters had their

own distributing houses in the U.5. In 1968, another
major processor on the Atléntic Coast set up its own
sales office in the U.S.

Over 80% of the sales of the majority of exporters
are destined for the U,S. market, the balance being
in Canada,particularly in fresh and frozen products
for metropolitan centres such as Montreal and Toronto..
The Canadian component of the trade seems to be on the
increaée. A few companies have export markebs in
European countries and the West Indies.

As regards prima;y fishing, about eight Ground-
fish processors who until recently used to rely entirely on
fishermen for their supply of Groundfish, acquired
fishing boats of their own and entexed into primary
fishing themselves. The major reason for this move
was to ensure a steady source of supply to the plant

and thereby facilitate a fuller utilization of their
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34
plants.——/ some procesgors who have acquired primary

fishing as a new function were formerly seasonal

plants. By taking up the harvesting function, they

hoped - to prolong their fishing season, and to the

extent possible, maintain the plant on a year round

basis. Yet another reason for entering primary fish-

ing, 1n some cases, was the dwindling number of inshqre i
fishermen due mainly to natural attrition. The only

Qay to ensure continuity of supply in these circumstances

was for the processor to eﬁQage in primary fishing.

It is not unusual for proceésors to advance money to

inshore fishermen for the purchase of nets, boats, }
etc., and in return ﬁb bé gﬁaranteed a share, commonl y !
10% of the cétch. In such cases, the distribution of

catch was generally as follows:

(a) 10% to the processor;

(b) 10 to 15% to the fishermen's loan board; and

(c) the balance (75%) is retained by the fishermen
to be disposed of in the open market.

In addition to those fish processing firms who
have recently entered primary fishing, there are those
who have increased the scale of already existing
fishing effbrt. in recent years. Most of the companies
interviewed reported having substantially increased
the share of supply ofiginating with "own catch" as
compared with "purchased fish" from inshore fishermen.
On account of the depressed ﬁarket conditions for
Groundfish products, there has been in the

last two years, a noticeable decline in the number of

34/ Some small processors reported that they could easily under-

take a volume increase of say, from 6 million lbs., to 10
million 1lbs. in their processing plants without any notice-
able increase in fixed costs. According to several fish
processors, because of the nature of their fixed costs,
yvear—-round operation was necessary for achieving scale
economies.
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boats fishing for Groundfish} particularly in New
Brunswick (Nor;h Shore) and in certain parts of Nova
Scotia, | |

The above mentioned trend towards increasing the
scale of "own catch" operations is indicative of the
tendency to vertically integrate backward, arising
mostly from the cost-price squeeze,

Among the changes in functions accomplished by
the Atlantic Coast exporters should be included
the shifts in product lines, and also the shift in
species. With regard to the former, some Groundfish process-
ing plants have in recent years digcontinued or
substantially decreased salted, canned, and
smoked Groundfish products, and have concentrated more
and more on frozen products, There has alsé been an
increasing emphasis on I.Q.F. and layer pack products.With
reSpect.ﬁb Spécies shift, somelpfocessors have completely
shifted from Groundfish to Atlantic Queen Crab pro-
duction,

Apropos vertical ihtegration (forward), only a
few companies have made Any effort in this direction.
Some of these companies have distributing and/or sales
houses in the U.S.; some have processing arrangements
with U.S, processors. One or two have their own
processing operations in thg U.S.; but none is inte-
grated up to the retail level eﬁcept in the Canadian markets.

Some processors are tending to integrate

horizontally. In addition'to Fishery products, some
have Fruit and Vegetable items. The Canadian-owned
distributing houses in the U.S. have been able to
co-ordinate their home plant production to the needs
of the U,S, market. For example, during 1968,
through their timely adﬁice; their Canadian plants

were able, at least to some extent, to reduce the
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amount of Cod going to blocks and increased

proportion devoted to f4lleting,

the
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GROUNDFISH BUYER CONCENTRATION IN THE U.S.

2.2.1 Number of Groundfish Buyers:

2

The buyers of Groundfish in the U.S. include
wholesale processors, brokers, wholesale-distributors,
and chain stores. According to the U.S. Bureau of
Commercial Fisheries, there are presently over 120
buyers of Groundfish in the U.S., located in New
England, New York, Chicago, Mobile Alabama, and New
Orleans. Of these, over 65 buyers appear to have
established contacts with Canada. However, only a
few of them actually import Groundfish products from
Canada. 1In 1968, about 230 million pounds of Ground-
fish were exported from the Atlantic Coast to the
United States. During the course of the present study,
it was not possible to establish the actual nunber of
buyers in, the U.S., who in fact purchased all of these
exXports. However, it was.possible to ascertain that
162 million 1bs. of these exports were sold to 39
buyers in the U.S. ‘

Size Distribution of Buyers:

The total U.S. imports of Groundfish: fresh and

frozen fillets and blocks during 1968 amounted to

430 million 1lbs. The quantity of Groundfish importedéé/

(and also purchased from brokers who import directly)

by wholesale procesgsors was as follows:

Groundfish 1s imported into the U.S. directly by (a) whole-
sale processors, (b) brokers, (c) wholesale distributors,
(d) chains; and (e) subsidiaries of foreign companies. We
do not have data on the Groundfish sales of brokers to
wholesale processors, wholesale distributors, and chains.
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Estimated

Groundfish

Imports from

All Foreign Cumulative
Firms Suppliers Imports

- {(million 1lbs.) -

1. 90.0 90.0
2. -~ 55.0 145.0
3. 35.0 180.0
4. o 35.0 215.0
5. 30.0 245,0
6 20.0 265.0
7. 15.0 280.0
8. o 15.0 295.0
9. 10.0 305.0
0. 10.0 315.0
11. | 8.0 323.0
12 5.0 328.0
13. | 4.0 336.0
14. | 4.0 336.0
15. 4.0 340.0

36/

Thus, 15—~ wholesale processors in the U.S.

36/ This 340 million lbs. do not represent the direct imports of

wholesale processors. A portion of it is purchased through
the subsidiaries of foreign fish companies located in the

U.S. (See footnote 38)
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accounted for 340 million lbs. of U.S. GroundfishEZ/
imports, about 80% of the total U.S. Groundfish
imports during 1968,

Another.way of looking at the size-distribution
of the above-mentioned 15 major U.S. wholesale pro-
cessors is to‘calculate their individual éhare of the
total U.S. imports of Groundfish in 1968 (430 million

lbs.). This is given below:

% of Totaliﬁ/
Imports U.S.Imports
{million (430 million Cumulative §

Firms ' 1bs.) ibs.) of Total Imports
1. 90.0 20.9 ~20.9
5. 55.0° 12.8 33.7
3. 35.0 8.1 41,8
4. 35.0 8.1 49.9
5. 30.0 7.0 56.9
6. 20.0 4.7  61.6
7. 15,0 3.5 65.1
8. . 15.0 3.5 68.6
9. 10.0 2.3 : 70.9
10. 10.0 2.3 73.2
11. . 8.0 1.9 75.1
12. 5.0 1.2 76.3
13. 4.0 0.9 77.2
4. 4.0 0.9 78.1
15. 4.0 0.9 79.0

TOTAL 340.0 79,0

37/

Groundfish imports here refer to fresh and frozen fillets of

Cod, Haddock, Flounder, Ocean Perch and frozen fish blocks.

Total domestic disappearance of Groundfish in the U.S. in

1968 was 540 million lbs. Total U.S. imports of Groundfish

in 1968 was 430 million, 80% of total U.S. apparent consumption.
Besides these wholesale processors are the following foreign-
owned processing plants: Coldwater Seafoods Inc., Scarsdale,N.Y.;
Icelandic Products, Camp Hill, Pa.; Frionor Kitchens Inc., New
Bedford, Mass. These three processors process in their plants
(located in the U.S.) almost 60 million lbs. of imported fillets

.and blocks.
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The degree of concentration on the import side of

the U.S. Groundfish industry is evident from the

following:
Total
U.S. Groundfish
Imports in 1968
Largest 4 wholesale processors - 49,9%
Largest & wholesale processors 61.6%
Largest 8 wholesale processors 68.6%
Largest 10 wholesale processors 73.2%
Largest 12 wholesale processors 76.3
Largest 14 wholesale processors ' T8.1%
Largest 15 wholesale processors : 72.0%

In contrast to the relatively large size of
U.S5. Groundfish importers (wholesale processors), the
majority of the Canadian Atlantic Coast Groundfish
exporters are small. The export volumes of the majority
of our sellers did not exceed 1-4 million 1bs. of
Groundfish and the largest six sellers in Canada
exported less than the total imports of the two
largest American buyers. During 1968, the 30 Ground-
fish enterprises on the Atlantic Coast exported in all
about 230 million 1lbs. of Groundfish. Of this, 162
million lbs. were sold among 39 U.S. Groundfish buyers

as follows:

Cumulative U,S.

Imports from the

Canadian Atlantic Cumulative
Coast Percentage

(million 1bs.)

Largest 6 U.S. buyerség/ 97.0 60.0
Largest 10 U.S. buyers 121.0 75.0
Largest 15 U.S. buyers 140.0 86.0
Largest 20 U.S. buyers ‘ 149.0 92.0
Largest 25 U.S. buyers 156.0 96.0
Largest 30 U.8. buyers 159.0 98.0
Largest 35 U.S., buyers 161.5 998.0

Largest 39 U.S. buyers 162.0 99.0

39/ The teim 'buyer' here refers to wholesale processors,

brokers, wholesale-distributors, chains, etc.
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Tables 47 to 52 provide an inventory of all
listed importers of fishing products in the U.S.
They comprise processors, brokers, wholesale-cale
distributors and chains, including foreign-owned
companies. Accevtding to the U.S. Bureau of Commercial
Fisheries, there were 49 importers in the New England
States at the end of 1967 as compared with 130 importers
in the U.S5. as a whole {(including the many branches
of big importers located in different cities in the
U.S.). The number of importers in New England States,
New York, Chicago and New Orleans ét the end of 1967

was as follows:

Location No. of Importers
New England States ' 49
New York 46
Chicago 21
New Orleans 6
Mobile 8

TOTAL 130

Quite a number of these importers deal in Ground-
fish, from one source or another.. However, because
of the small volumes handled by the large majority of
these importers, they are of relatively little impor-
tance, as far as the Atlantic Coast Groundfish products
are concerned, Thus, despite the presence of a large
number of listed U.S. importers, omly a few importers

are of any consequence.

Vertical Integration Among Buyers

Vertical integration is a growing feature of the
U.S. Groundfish buyers. In recent years, there has
been a noticeable trend for large supermarkets in the
U.S. to acquire controlling interest in fish process-
ing companies. For example, the Gorton Corporation

was acquired by the General Mills; Booth Fisheries by



2.3

-105=-

Consolidated Foods and Sea Pak by W.R. Grace & Co., BQoth Fisherles
and the Gorton Copporation are integrated backward up to the
harvesting level, in that they own and operate fishing boats and
processing plants on the Atlantic Coast, Their operations in
Canada are not, of course, of sufficiently large scale to make the
parent companies self-sufficient with regard to fishery products.
The Food Conglomerates in the U.S5,, like General Mills, Consolidated
Foods, etc., are plamming to enter the "Fish and Chip' business in
a serlous way., It has been stated, for example, that General Mills
plan to start at least one Fish and Chip. outlet a month on the West
Coast during the latter half of 1969. If the Groundfish Market in
the U.S, improved (as is expected in many fish marketing circles in
the U.S.), it is likely that U.S, wholesale processors would be in
the market to purchase Groundfish processing plants on the Atlantic
Coast,

DISTRIBUTION OF ATLANTIC COAST GROUNDFISH EXPORTS .
BY TYFE OF MARKETING CHANNEL.

During 1968, the 30 Groundfish exporters on the Atlantic Coast
axported in all about 230 million 1bs. of Groundfish to the U.S.
The following is the distribution of these exports by type of

marketing channel uysed:
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Sold directly to brokers

Sold directly to wholesale
processors

Sold to wholesale distribu~-
tors and chains

Sold to Canadian-owned
distributing houses in the
U.s.

Atlantic Coast
Groundfish Exports %
to the U.S. Total
(million 1bs.)

91.0 39.4
86.0 37.2
3.5 1.5

%3]
o
-

]
o
[
[Ne)

TOTAL:

[ 3%
W
fun’
o
[
(]
o
-

o

The Canadian-owned distributing houses in the
U.S5., in turn sell to (a) wholesale processors (b)
brokers (¢) wholesale distributors, and (d) chains.
Some brokers, in turn, sell to other super brokers,

At least two Canadian distributing houses_have
prdcessing arrangements with U.S. processors. Atlantic
Coast Groundfish exporters having the above-mentioned
type of representation in the U.S. market appear to
have a better diffusion of sales in terms of both the

number of channels used as well as geographical regions

covered. For example, National Sea Products, Fishery Froducts

Inc., Caribou Fisheries and BC Packers have dealings
with wholesale distributors, as well as brokers in a
number of states in the U.S. It is sometimes diffi-
cult to bypass brokers and/or wholesale distributors
because most chains and institutions deatl only with
those who can provide them with a complete line of produets.
And, brokers who represent many different processors
are able by virtue of their wide representation to
provide a comprehensive line of products, It is on
account of these factors that many Canadian exporters
have had to sell through brokers despite their desire
to sell directly. The Atlantic Coast exporters have
at best only a limited line of products consisting

mostly of traditional producté. Canadian companies

1
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operating in the U.S. are making every effort to
increase the proportion of their direct sales to
chains.

It is customary for Atlantic Coast exporters to
custom pack nnder a number of U.S. labels, (according
to requests received from processors, brokers,
wholesale distributors and/or chains) ., ‘Subsidiaries
of U.S. companies located on the Atlantic Coast sell
directly to their parent companies and also custom
pack for the customers of their parent companies. A
few processors custom pack for other exporters from
the Atlantic Coast. This is true not only of g number
of co-operatives but also of incorporated processing
plants. 1In one case, rather than selling to U.S.
brokers, a company chose to custom pack for another
Atlantic Coast processor.

Marketing channels used by individual Atlantic
Coast exporters have not changed in recent years.
This, perhaps, is due (a)to the high degree of personal
relationship that exists between the exporter and the
U.S. buyer; (b) to the inertia on the part of the
Atlantic Coast exporter to aggresively seek after
more profitable channels and outlets, manifesting to
some degree the lack of a true marketing concept and
function in their own organizations; (c) to
the inability to seek new outlets due to lack of staff;

(d) to the costs involved in seeking new outlets; and
(e) the initial uncertainties and risks that go with
it. Most Atlantic Coast exporters would like to see
some of fheir traditional channels changed. They
would like to explore alternative channels available
and also intensify their representations within some
existing channels. Most of the exporters deal only

with a limited number of buyers in the U.S.; the
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wholesale prbcessar, broker, wholesalejdistributor
and/or chain. Within the channel used, the export
sales are made to a few buyers only. Many ekporters
have in the last year or so come to realize that it
is essential to deal with more and more‘buyers in the
U.S. in order to improve their export returns. The
setting up of a U.S. sales office would, of course,
help in achieving this objective.

RELATIONSHIP BETWEEN BUYERS IN THE U.S. AND SELLERS
ON THE ATLANTIC CQAST

Financial ties exist between sellers on the
Atlantic Coast and buyers in the U.S. These ties
consist, mostly, of financial advances from U.S.
buyers to Canadian exporters,’

Inventories,as and when accumulated,

are written off against these advances. 1In some
cases, after the accumulation of inventory, an advance
is taken from a potential buyer in the U.S. against
fish holdings on the exporter's premises on the
Atlantic Coast. The account is settled when the
seller decides to complete the sales. The total amount
of advances received by individual Canadian sellers
from U.S8. buyers have, on occasions, amounted to over
$2 million. Particularly during times of excess
supply, such financial advances affect a fairly large
volume of export sales, about 15-20 million lbs. per
year. It may also be noted that there are sellers on
the Atlaﬁtic Coast that operate virtually year round on
the basis of such financial advances. There are also
those who resort to such arrangements only during
times of excess supply.

The brokeragefig generally about 5% to 8%.
Over the years, there has not beenlany noticeable

increase in the brokerage charged. However, depending




-109-

upon the kind of services performed, the brokerage
fee has varied among different brokers. On private
labels (that is the labels of U.S. distributors,
processors and/or chains), the brokerage fee tends
"to be less, say, 5%; however, the brokerage fee on
"own" labels (the labels of Atlantic Coast exporters
is about 8%, The commission on fresh fillets is
about 7-8% of the gross selling price. The brokerage
on I.Q.F. and other high gquality products appear to
be lower than that on blocks. The scale of the com-
mission charged seems to vary with the terms of pay-
ment, usually 30 days. In the New York area and
vicinity, there is the practice of the broker asking

for a "kick back" over and above his normal commission.

GEOGRAPHICAL DESTINATION OF ATLANTIC COAST'S EXPORTS

With the exception of a few Canadian exporters
who have distributing houses in the U.S,, most Atlantic
Coast sellers concéntrate their exports to a few buyers
located in the New England area. Thus, there appears
to be a lack of adequate spatial representatibn in the
U.S. market through a carefully selected chain of
buyers in the different geographic regions of the

country. The fbllowing distribution of exports may

be noted:
Atlantic Coast Groun-
fish Exports to the % of
U.S5. 1968 Total
(million 1lbs.)
To New England States 147.0 63.0
To New York Vicinity 24.0 11.0
To Chicago & Suburbs 47.0 20.0
To Other 13.0 6.0

TOTAL 230.0 ' 100.0
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Thus, the New England area received the largest
proportion (63%) of the total exports of Groundfish
from the Atlantic Coast. The New England area is, ‘
by far, the most important buying centre for Ground-
fish in the U.S. During 1966-68, approximately 80%
of the Groundfish Blocks and slabs that entered the ‘
U.S. from all countries were purchased through New ‘
England ports. With regard to fresh and frozen ‘
fillets, about 70% of the U.S. purchases during the
same period were made through New England ports. If
one takes into account the fact that U.S. Groundfish :
imports that enter through, and destined for, areas |
other than New England are partly the result of the |
purchasing decisions taken in New England, the importance
of Boston and Gloucester éssumes even larger pro-
portions.

There is a difference between the degree of
market coverage achieved by those Atlantic Coast
exporters who have distributing houses in the U.S. and
that of exporters who sell through brokers. For
example, the U.S. distributing house of an Atlantic
Coast exporter sold to brokers in the following loca-

tions in the U.S.:

Oklahoma Chicago

Dallas Shawnee Mission
New York Atlanta
Indianapolis Cincinatti
Boston Portland, Oh.
Buffalo St. Louis
Detroit Charlotte
Albany. Bronx

Chestnut Hill Tampa

In contrast, the gecographical market areas
covered by an Atlantic Coast exporter who

sells to U.S. brokers directly are very limited.
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PRODUCT DIFFERENTIATION AMONG ATLANTIC
COAST GROUNDFISH EXPORTERS

The term "Product differentiation" refers to
the extent to which Groundfish products of the dif-
ferent Atlantic Coast exporters are viewed as non-
identical by the U.S. buyers. It was noted earlier
that the Groundfish exporters that were covered in
the survey, exported about 230 million'ibs; of Ground-

fish to the U.S. in 1968. Of this, 24 million lbs.

. (41%) consisted of all types of Groundfish blocks (cod block

represented 64 million lbs. or 28% of total exports).
These blocks (non-labelled commodity products in the
market place) are generally considered to be identical.
However, because of the differences in quality and
conformation among the blocks produced by different
procesgsors, some U.S. buyers have tended to prefer
blocks produced by certain processors on the Atlantic
Coast. During 1968, the Atlantic Coast exporters
gold to the U.S. about 120 million 1bs. of fillets
and 15 million lbs. of I.Q.F. products. Of the 120
million lbs. of fillets, 55% (66 million 1lbs.) were
sold under "private labels", and the balance of 54
million lbs. (45%) were sold under "own labels"™ (own
labels - about 25 different brands of the Atlantic
Coast processors}. The volumes éold under each of
these individual brands are relatively small. The
following is a rough listing of "private" as well as

own" labels employed:
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"Private" Labels

Taste O'Sea
Arctic Seal
Grand Union
Top Frost

Sea Pass
Booth

Gortons

Slade Gorton
Jewel

Boston Bonney
Mrs. Pauls Kitchen
Ocean Made
Shoprite

Four Fishermen
Blue Water
Frosty Sea
Shamrock
Boothbay
Clover
Kroeger

First National
Forty Fathom
Sea Fresh
Finest

Sea Pack
Tradewinds
Captain John
Dolphin
Bristol
Nautica

Del Mar

Del Rio
Fishermen

"Own" Labels

O'Donnel-Usen
East Pak
Acadian

Golden

Captain Seajoy
Finest Food
Mersey
Highliner

Sable

UMF

Rupert

Snowbird
Finfare
Captain's Choice
Roco :
Brunswick

With respect to non-commodity iﬁems such as
fillets and portions, the product variety available
is somewhat limited. With the exception of I.Q.F.‘
products, of which the Atlanﬁic Coast produced only
a limited volume (15 million lbs. in 1968), the
general run of traditional Canadian packs of fillets
do not provide a sufficient basis for product diffef-
entiation. The prevailing practice within the U.S.
market with respect to these products is to Qroup
them under the generic term "Canadian" in distinction
to Icelandic and Norwegian. Thus, despite the presence
of numerous brands, there is no serious evidence of
product differentiation among the varous Canadian
_brands. There is, howe&er, a real distinction between
all Canadian brands and Icelandic and Norwegian brands.

Iceland and Norway have identified certain desirable
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characteristics, (boneless, white, frozen fresh, etc.)
with their product, and obtain a premium as a result,

In the U.S8. market, there is little promotion of

- Canadian brands. The net result is that there is a

relatively high degree of price competition among
Canadian Atlantic Coast exporters to the .exclusion of
product competition, based on product variety and

product brand.

CONDITIONS OF ENTRY AND EXIT

Another aspect of marking structure relates to
the conditions of entry and exit. Entry conditions
refer to the relative ease or difficulty with which
new sellers and/or processors can enter the market on
the Atlantic Coast or in the U.S. This is, genefally,
determined by the cost advantages which established
sellers/processors have over potential entrants, includ-
ing ecbnomies of scale, initial capital requirements,

control of raw material, etc. Conditions of exit

~refer to the ease or difficulty with which sellers

and/or processors can liquidate and/or convert their

investments and leave the industry.

Entry and Exit on the Atlantic Coast:

The combined effect of loans, assistance and
subsidies in the past at the federal and provincial
levels has been to make easy the conditio#s of entry
into Groundfish processing and exporting on the
Atlantic Coast. The availability of relatively cheap
labour and the somewhat ready access to sales outlets
and brokers in the U.S. have also tended to make con-
ditiohs of entry into Groundfish procéssing easy.,
Setting up fish processing plants, particularly in

areas with little or no alternative employment
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has been encouraged by all levels of

government, .- However, such entry conditions have

produced a fragmented structure in Groundfish proces-—

sing with often disastrous consequences in terms of

prices and incomes. The presence of too many exporters

with little or no co-operation among themselves does

not produce any strength in pricing for export. Many

firms have entered processing without any planning

as to how the products would be marketed.

Taking Newfoundland as an example, the following

table indicates the increase in the number of freezing

plants between 1949 and 1968.

1968

LaScie
Twillingate

NEWEQUNDLAND
Fish Freezing Plants
1949
St. Anthony (Jobs)
Englee
Bonavista

Harbour Grace

St. John's (Jobs & Harveys)
Burin

Burgeo

Isle aux Morts

Ramea

Port aux Basgues (Jobs)

Catalina
Charleston
Dildo

Hant's Harbour
0l1ld Perlican
Carbonear

Ship Cove, Port de Grave
Quidi vidi

5t., John's ({(Ross-Steers)
Bay Bulls
Witless Bay
Fermause
Trepassey

St. Bride's
Marystown
Fortune

Grand Bank
Harbour Breton
Gaultois

Rose Blanche
Curling

Port aux Choix

The following table based on the data obtained

from the Newfoundland Fisheries Development Authority

indicates the magnitude of government assistance to the

Fishing Industry during 1950-66, in that pro#ince:
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Number of Amount of Loans40/
Borrowers Advanced o,

($000)
1950 7 1,330
1951 8 1,775
1952 11 2,351
1953 13 ‘5,703
1954 15 8,303
1955 19 8,317
1956 24 10,502
1957 22 10,129
1958 25 10,404
1959 23 10,397
1960 24 10,322
1961 28 10,986
1962 26 11,189
1963 27 11,511
1964 28 12,4386
1965 30 i2,511
1966 32 . 14,138

1967 31 28,214

During 1950-67, over $33 million were advanced
by the Newfoundland Government to the fishing industry.
The following is the breakdown of this loan in terms

of the purposes for which they were advanced:

1950-67

($000)

(1) For fresh and frozen plants

including fishmeal and whale meat

operations and for extending,

completlng, improving and equlp“

ping such plants 18,641
(2) For Salt Fish Processing Plants -

extending, completing and eguip- :

ping such plants 1,308
(3) Build or to assist in Purchasing

and/or converting vessels for use

in Coastal trade 457
(4) Purchase or assist in Purchasing

draggers, trawlers and other fish-

ing vessels 7,873
(5) Herring and whaling operations 921

{6} Working capital 3,866

33,066

40/ Loans outstanding at the end of each year.
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The following table indicates the nature and

magnitude of grants and subsidies to the fishing

industry during 1964 to 1969 in the Province of Quebec.

($000)
1964-65 1,109
1965-66 1,303
1966-67 1,439
1967-68 2,852
1968-69 3,029

The following was the precent distribution of

these grants and subsidies in 1968-69:

11.
12.

13.

14.

15.

16.

$ & of
(000) Total
Subsidy on capital investments
in plants (Groundfish & Other) 235 7.8
Fish Transport (Groundfish only) 76 2.5
Fuel Transport (Groundfish & Other) 38 1.3
Transport of Supply Materials
(Groundfish & Others) 6 0.2
Boat Insurance (Groundfish & Other) 683 22.4
Miscellaneous (Groundfish & Other) - -
Deficiency Payments (Groundfish ]
only) 552 18.2
Shore Maintenance Crews
(Groundfish only) 90 3.0
Hulls & Engines (Groundfish & Other) 26 0.9
Cod Gilnets (Groundfish only) 70 2.3
Maritime Credit Plan 28 0.9
Diversification of Inshore Fishing
(Groundfish & Other) 84 2.8
Subsidy on Productivity T
(Groundfish only) 140 4.6
Ice Service 200 6.6
Imputed interest on interest
free loans 762 25.2
Bad Debts 39 1.3
TOTAL 3,029  100.0
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The above figures relating to Newfoundland and
Quebec illustrate the nature and amount of govern-
ment assistance to the fishing industry. Such assist-
ance has, undoubtedly, facilitated entry into the
fishing industry in these provinces. (Similar data
on Nova Scotia, New Brunswick and Prince Edward Island
are not readily available). However, in the immediate
past, entry has become more and more difficult due
(a) to the current low return on investment (b) to the
growing uncertainties in the supply of raw material
(c) to the increasing amount of capital required to.
start a plantél/ (d) to the difficulties in arranging
finance for working capital (stringent credit liﬁits.

by banks) (e) to the instability of market out-
lets including the disinterested selling behaviour of some
brokers (f) to the difficulties involved in setting
up a suitable sales organization at home and in the
U.S., and (g) to the increasing difficulty in getting
competent managerial and plant personnel.

On the exit side, it has been, and still is
difficult to dispose of plant and equipment for a
fair price. It is also difficult to convert present
plant and equipment to other operations, and other

42/

products, due to location, and other constraints.——

41/

42/

It is estimated that a minimum sized Groundfish plant

would require about $300,000 to $500,000. i
An exception to this is where an alternative fisheries
product is available. -

It is relatively easy to convert a Groundfish plant to a
Queen crab processing plant. Many CGroundfish plants on the
Atlantic Coast have, in fact, been converted for this
purpose; several plants in New Brunswick can be cited as

examples.
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Finally, exit is difficulf due to the importance of
the on-going operation to the community, especially
in the absence of alternative means of employment
Communities and senior governments, will do every-
thing in their power to prevent an exit,

While governments have actually encouraged

entry, there has been little or no government assist-
ance in the past to facilitate exit for companies
which have become non-viable,

Entry and ExXit in the U.S.

At the wholesale~processor level, entry conditions

in the U.S5. have been fairly difficult, The tendency

~has been for processors to merge. Consequently, the

size of processors in the U.S. has been on the increase,
and the number of processors has declined. At the
broker level also, although entry conditions have not
been particularly difficult, there has been a tendency
to consolidate into larger and larger brokerage houses.
Exit presents few difficulties in the U.S.

There has been a steady increase in the numbef
of firms engaged in merchandising frozen foods

(including frozen sea food) in the U. S.

Distri~ Ware-

butors Packers Brokers Suppliers houses Total
118 78 24 18 19 240
151 100 29 25 15 297
177 158 53 56 34 467
216 181 63 64 4o 548
224 231 108 68 73 679
248 243 122 69 77 741
259 290 163 77 84 855
272 298 193 88 92 930
289 322 232 97 96 1,030
302 363 262 114 106 1,131
361 376 292 121 102 1,235
405 391 308 123 93 1,323
412 419 319 129 112 1,374

427 437 363 138 113 1,446
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PRICING THE ATLANTIC COAST‘GROUNDFISH EXPORTS ' |

The number and size-distribution of sellers on

the Atlantic Coast, and of buyers in the U.S., have !
significance for the pricing of Atlantic Coast's !
Groundfish exports. The Canadian sellers have,
generally, tended to be price "takers" rather than
price "makers" due (a) to the intense degree of
competition among them, and (b) to the international
competition for Groundfish sales in the U.S. market.
In contrast, there has been, relatively, a lesser
degree of competition among the Groundfish buyers in
the U.S. The size of U.S. buyers in markedly larger
than that of the Canadian Groundfish exporters, or of
the major European exporters. This size differential
tends to put the U.S. buyers in a position of strength
in matters relating to price setting. In recent fears
because of the presence of a buyer's market in the
U.5. for most Groundfish products, the general practice
of Atlantic Coast exporters has been to sell the product
at whatever price they can get. Some exporters try to
enter into "contracts to pack" for certain buyers in
the U.S. In earlier years, the contract used to stip-
ulate quantities to be delivered and also a price for the
coming season. In recent yeérs, and more particularly
in 1967 and 1968, however, this practice seems to have
given way to an open contract with no stipulation on
price. Thus, the present day contracts relate only to
gquantities and not prices. The price at the time of
delivery is, generally, considered to be the basis
for transaction.

To the U.S8. buyer, long-tierm and short-term con-
tracts to purchase are a useful and, in fact, nécessary
device. In an environment of changing prices (prices

of Groundfish blocks have changed from year to year)
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such controls help to provide the necessary market
cover. For the major processors in the U.S. dealing
in fairly large volumes of raw materials, frequent
changes in raw material prices can mean serious com—
petitive disabilities. Hence, in recent years, the
U.S5. buyers have stépped up considerably the propor-
tion of their total purchases obtained through con-
tracts. The Gorton Corporation, a major wholesale
processor in the U.S. has a five yéar contract with
Poland for a minimum 15 million lbs. of Cod blocks,
per year. It may also be noted that orders to users
like McDonald's, schools, restaurants, etc., are
normally processed through contracts. In the last
two years, some U.S. buyers including brokers have
markedly shifted a larger share of their purchases of
Groundfish products and particularly of Cod blocks
from Canada to European sources. Until a few years
ago, it was not unusual for some U.S. wholesale pro-
cessors to purchase almost 80% to 90% of their total
blocks frbm Canada, however, this share has in the
last two years Jecreased to 35%, in some cases.

The pricing practices of Atlantic Coast exporters
are to some extent a reflection of their financial
strengths or weaknesses. For example, the serious
difficulties faced by processors in getting short-term
credit on the produce in storage seriously limits their
ability to wait for a favourable market opportunity.
It puts the exporter under pressure to sell his produce
during the season when supplies- are at their maximum
1¢vel. This is, undoubtedly, a serious and continuing
handicap to exporters who have to bargain from a posi-
tion of weakeness with the U.S. buyers. Because of
shortage of working capital, processors on the Atlantic

Coast have also tended to borrow in times of need,
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especially, before production and thus become
indebted to the U.S. buyers. They are - consequently,
obliged to sell,often at prices below those ruling

in the market,as a condition for renewing the loan.
Normally, Canadian exporters-are in direct competition
with each other. 1In times of over supply, such price
competition assumes very serious proportions. For
example, in 1968 price cutting did occur among the
exporters in order to move inventories. A reduction
of 1¢ per lb. by one firm if it spreads to 511 other
firms, could mean a loss on say 64 million 1lbs, of
cod biocks or $640,000 to the Atlantic Coast cod
block producers. If one exporter cuts prices, all
other firms eventually follow. Then, yet another
exporter has to move blocks and resorts to a price
reduction; and, eventually all exporters follow and
80 on, in the classical pattern of the perfectly
competitive market, in the face of over supply.

The type of competition encountered among Atlantic
Coast exporters is purely price competition on a com-
modity product and not competition based on product
differentiation (branded products). The latter is a
health process, but the former is a ruinous one.

Price are generally quoted at the duty paid
delivered level. The terms of payment are cash to 30
days, or letters of credit.

It appears that Atlantic Coast exporters in pric-
ing their exports have on several occasions in the past
relied on the policy of charging the "highest" possible
price. For example, Cod blocks in 1966 were sold at
26-28¢ per 1b. Such a pricing policy seems to overlook
its long-term competitive implications. For example,
it can be argued, as is done‘by some major U.S. buyers,

that the maintenance of a fairly high level of price for
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Cod blocks in 1966 was responsible for the subsequent
expanded production by the European suppliers, from

Poland, Iceland, Norway and West Germany.
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SECTION VII

THE MARRETTING COHRDUCT OF
ATLANTIC COAST EXPORTERS

INTRODUCTTION

The marketing conduct of Atlantic Coast exporters
with respect to the sale of thelir Groundfish products
to the U,S., can be dealt with under the following
headings: ({(a) selling methods employed by exporters;
(b) product composition of exports; (&) promotion

activities among exporters; and (d)} supply management.

SELLING METHODS EMPLOYED BY EXPORTERS

A large portion of Atlantic Coast's Groundfish
exports are sold on an agreed price basis. During‘
1968, about 79% of export sales were sold under agreed
price and the balance of 21% was sold under consignment.

Quantity Exported

to the U.8. in 1968
(million 1bs.)

oc

(a) Exported on an agreed
price basis 183.0 79

(b) On consignment 47.0 21

T O T AL 230.0 100%

The above-mentioned exports to the U.S. include
subsidiary-parent saleséé/rwhich amounted to about 28
million 1lbs., in 1968, If the total exports are

adjusted to exclude this parent subsidiary transaction,

the balance of exports would amount to 203 million 1bs.

The distribution of total exports between "fixed price"

and "consignment" sale would then be as follows:

43/

U.S, parent companhies owning and operating Groundfish
processing plants in Canada.
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Million lbs. 3
Total exports 203.0 100.0
Fixed price 156.0 76.0
Consignment 47.0 24,0

Thus, during 1968, almost 25% of total exports
{(excluding parent-subsidiary transactions) were sold
on a consignment basis. The term "consignment sale"
refers to the practice of shipping fish to the market
unsold. Consignment sales have debilitating effects
on prices and incomes. The underlying strategy of
consignment selling on the part of the U.S. broker,
often a small broker with little or no investment, is
to move quantity by cutting price. This is often
referred to as the practice of "going below the narket".
The broker works on a commission basis, say 5% of the
gross selling price, If the broker sold a pound of
Cod blocks say, at 20¢ per pound, he would, at the
rate of 5% vommission be entitled to 1l¢ per pound. If
he sold it at 25¢ per pound, he would be en£it1ed to
1.25¢ per pound; the difference between the two trans-
actions would only be .25¢ per pound. Thus, there is
little or no incentive for the broker to strive for a
higher price, or to keep up to the market, unless the
volume handled 1is very large. Very often, the blocks
sold on consignment are not of first rate gqualiiy.

In order to move such blocks, brokers have to go below

the market. In doing so, they avoided "taking a

position" in the market. Small guantities sold at

below market prices have often been found to start a

chain reaction on the pricing of large guantities of
higher quality products.

In the last year or so, a few exporters have
started the practice of holding "spot" stocks, parti-

cularly in Chicago and the vicinity. This virtually
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amounts to "retail business to Wholesalers", in

as much as it helps to serve the customers who
normally take leas~than-carload lots. A poﬁnd of
Perch in carload lots selling at 26¢ pér pound in
Boston would be equivalent to 29¢ at the spot stock
level (taking into account the costs of transportation

and storage), in the Chicago area.

PRODUCT COMPOSITION OF EXPORTS

The product mix of total Groundfish exports

during 1968 was as follows:

Groundfish
Exports Percent of
to the U.S. Total
{million 1bs.) )

Fillets : 120.0 52,0
I.Q.F, 15.0 6.7
Blocks 94,0 40.9
{Cod Blocks) (64.0) (28.0)
Other 1.0 0.4
230.0 100,0

Fillets consisted mostly of traditional packs:
1 1lb., and 5 1b,; L.Q.F. products were exported
only on a small scale, about 7% of total exports. The
majority of small exporters do not have the facilities
to produce I.Q.F, and layer pack products, and the
export volume of 15 million 1bs., was shared among a
few large exporters, Fish blocks and slabs consisted
of 41% of total exports; and Cod blocks 28% of total
exports. Much of the demand for the traditional 1 1b.,
and 5 1lb,, fillet packs is shifting toc I.Q.F., and
layer pack products, Similarly, the demand for tradi-
tional breaded and pre~coocked portions are lagging due
to the increasing consumer preference for I.Q.F. plain,
and I.Q.F. breaded and crispy breaded portions.

Most Groundfish exporters have a limited product
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line: fillets and blocks, as well as dressed products.
Some processors are engaged in salted, cured and cannéd
products also. Many processors also have fish meal.
Fillets are generally packed in the traditional 1 1b.,
and 5 1b., packs, although a few companies have taken
to the production of I.Q.F. and layer pack products.
Gradéd fillets are produced only by a very few exporters,
about five or six at most. Graded fillets include
1.Q.F. and layer packs as well as steaks, jumbos, etc.
Only a few processors offered pre~cooked and breaded
products. Many processors would like to enter such
items. The following is a .listing of the products
that are offered in the market by an Atlantic Coast
exporter who has a sales distributing house in the U.S.

Cello wrapped fillets,

Headless and dressed products,

I.Q.F.‘plain,

I.Q.F. breaded,

Portions, breaded, pre-cooked and plain,

Retail fillets, etc.

Most of the blocks produced are of the 133 1bs.,
and 163 1lbs., size. A few processors also produce

blocks which weigh 173 1bs.

PROMOTION ACTIVITIES AMONG EXPORTERS

There is very little promotion of Groundfish
products in the U.S. undertaken either individually
or in concert by the Atlantic Coast exporters. However,
the Canadian industry through the Fisheries Council of
Canada participates in the promotion programs of the
National Fisheries Institute. Its annual contribution
£o the N.F.I. amounts to $22,000 per year. The pro-
grams of the N.F,I. consisting of both institutional
and consumer promotion costs about $100,000 per year.

One major Groundfish exporter from the Atlantic
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Coast recently started a national television adver-
tising campaign for its fishery products designed for
the Canadian domestic market, This campaign which
lasted several weeks included over twenty commercials

a week in larger ¢ities with corresponding frequencies
for smaller towns. The program reached over two million
women a week. This exporter's advertising and promotion
budget for the Canadian market during 1968 was about
$300,000. In the U.S.; the same exporter spent during
the 12 months of 1968, over $120,000 for advertising
and promotion. Another exporter with a distributing
house in the U.S. spent about $26,000 per year, for
advertising and promotion in that U.s. market. Yet
another exporter spent $20,000 per year in the U.S.
However, for many exporters volumes are much too low

to support any extensive advertising and promotion
activity. Moreoveyr, to bear fruit, promotion and
advertising should be based -on branded products.

Most of the advertising and promotion conducted by

the Atlantic Coast exporters in the U.5. are through
magazines designed for consumers and institutions.

"In store, point~of=-sale" promotion appears to be a
rewarding way to expend promotion dollars. The present
program of the National Fisheries Institute  combines
both consumer and institutional promotior. Although
the program appears to be e.ffectiver its coverage is
limited by available funds. In comparison with other
food products, seafood has so far received little
promotional effort in the U.S, The following figures
relating to percentage of gales in the U.S5. invested

in advertising, confirm this view:
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Advertising Expenditures
as Percent of Sales

During 1924-196544/

Fisheries 0.11
Meat Products . 0.63
Dairy Products - 1.59
Canned and Frozen Foods

(excluding fish) 2.90
Grain Mill Products ' 3.19
Soft Drink 6.39
Tobacco Manufactures ' 6.06
Food Stores | : 1.32
Bakery Products 2,53

According to the Frozen Food Executive Bulletinéé/

the following was the advertising expenditures of
selected frozen fish companies in the U.S.

1963 1964 1965 1966 1967 1968
($000) ($000) ($000) ($000) ($000) ($000)

Booth I"isheries

Newspaper )

Magazine ) (Breakdown not available)
Televigsion )

Radio )

TOTAL . 457 498 3 108 25

Coldwater Seafood

Corporation n.a. n.a. n.a. n.a. 27
Gortons
Television
Magazines 215
Newspapers 37
99 104 253 261 252 275

OfPonnell-Usen
Figheries

Newspapers 14 11 39 50 39

Mrs. Paul's Kitchens

Magazines 25
Newspapers 530
Television and Radio 1,325

950 1,221 1,402 1,665 1,880

a4/ Based on a survey by an advertising firm in the U.S. in 1967.

45/
— June 28, 1968,
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1963 1964
($000)  ($000)

1965
(3000)

1966 19671
($000)  ($000)

1968
($000)

Consolidated Food 2,109 1,097(6 Mos.)
W.R. Grace and Company 40 33(6 Mos.)
H.J. Heinz 60 (6 Mos.)
Howard Johnson 475 5(6 Mos.)
A & P Tea Company 750 150

The Frinor Kitchens Incorporated, a Norwegian

company which markets fishery products in the 6.5.
spent almost $75,000 during 1968 for advertising and
promotion. Of this, almost $25,000 was spent on
brand advertising and $50,000 for general product
advertising. During 1969, Frionor expects to spend
over $75,000 of which $50,000 will be for brand
advertising and $25,000 for general advertising,

At the point of sale (retail level), some promo-
tion is being carried out particularly by Coldwater and
Mrs. Paul's Kitchens, However, it is only of a limited
nature. To be effective, wholesale processors need to
work more closely with the chains. Thus, in terms of
both general fish consumption promotion as well as in
the promotion of branded products, the magnitude of the
effort expended appears to be less than that of other

segments of the food industry.

SUPPLY MANAGEMENT

Among the Groundfish exporters on the Atlantic
Coast,so far, there has not been any formal or informal
co—ordination of, or co-~operation in, the marketing
effort aimed at regulating the flow of Groundfish
supply to the U.S. market* Nor has there been any
organized form of production control adjusting either
the mix or volume of production to the needs of the
U.S. market. Under certain conditions, limiting the
volume of shipments to the market during the season

may help to increase prices at least in the short=run.

* Except the present-purchaée - program of the Fisheries Prices Support

Board
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A planned scheme of Groundfish supply requlation to
the U.S. market has not so far been employed on the
Atlantic Coast. During 1968, Cod block sales to the
U.8, from Canada, vis-8-vis its competitors were as

follows:

MONTHLY COD BLOCK EXPORTS TO THE U,S, 1968

January
FFebruary
March
April
May

June
July
August
September
October
November

December

Greenland

Canada Iceland Norway & Denmark |

(million lbs.) (million lbs.) (million 1bs.) (million lbs.)

2.1 4,1 1.5 2.6 |

5.0 2.0 1.0 2.6 !
3.7 1.8 0.9 4.4
3.8 2.3 4.0 2.3
4.3 6.0 . 3.2 1.2
5.2 2,0 4.1 0.9
10.3 2.9 0.9 5.9
9.0 2.2 0.9 2.9
4.8 2,2 2.1 3.5
8.2 0.5 1.1 1.0
3.9 6.4 2,8 0.5
4.8 6.8 2,2 0.9
65,1 39.2 24,7 28,7

It will be seen from the above that during the
five months, from June to October 1968, Canada exported
about 38 million 1lbs, of Cod blocks as compared with
about 27 willion 1lbs, during the reﬁaining seven months
of the year.,
Percent of Total Cod

Block exports to the U,5,
During June-0Oct. 1969

%
Canada 58.0 of its total exports of
_ Cod blocks
Iceland 25,0 of its total exports of
Cod blocks
Norway . 37.0 of its total exports of
) Cod blocks
Denmark & Greenland 50,0 of its total exports of

Cod blocks.
Taking 1968 as an'example, there appears to be

an excessive concentration of Canadian Groundfish sales
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during the season, jindicating the absence of supply
regulation. Related to supply regulation ié pro-

duction control, including the co-ordination of the
production plans of the numerous Canadian producers.

The basic philosophy of Atlantic Coast
exporters can be characterized as a "selling" rather
than "marketing" approach leading to a lack of co-
ordination between production and market requirements.
For example, under a selling approach, the harvesting
plans tend to be finalized independently of market
and marketing requireﬁents. What is harvested is
processed into those products that can conveniently
be packed. After the product is packed, an approach
is made to the U.S. brokers and/or wholesale-
processors for the sale of the products. In contrast
to this, under a marketing approach, the starting
point is the market, The exporter first ascertains
what is marketable, and then orients his production
effort to the market requirements. Some exporters
on the Atlantic Coast, particularly those with U.S.
distributing houses, have increasingly adopted the
latter approach.

Tables 53 to 77 deal with the stocks,production
and sales of Groundfish by month and by species for
each of the provinces on the Atlantic Coast as well
as for 18 selected Groundfish processing plants. The
flow of monthly sales (domestic) and export was
derived from beginning stocks, plus freezings during
the month, less end of the month stocks. Taking 1968
as an example, the following was the pattern of Cod
block sales from each of the provinces on the Atlantic

Coast, by month.



January
February
March
April
May

June
July
August
September
October
November

December

TOTAL

January
February
March
April
May

June
July
August
Septembex
October
November
Decembex

T OoOTAL

COD FILLET SALES BY: MONTH 1968
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Maritime

Newfoundland Provinces Quebec Total

{000 1bs.) (000 Ibs.) (000 1Ibs.) (0UU IBs.)
314 1,113 60 1,487
1,075 1,640 -— 2,715
1,102 1,054 5 2,161
1,070 537 12 1,619
1,381 1,750 —_— 3,130
2,697 1,307 335 4,339
1,008 1,552 136 2,696
550 1,388 182 2,120
1,722 1,118 630 3,470
1,315 1,332 407 3,054
985 2,020 257 3,262
661 1,449 230 2,340
13,880 16,260 2,254 32,393

COD BLOCK SALES BY MONTH 1968
(000 1bs.)

Maritime Ty,

Newfoundland Provinces Quebec Total-—
2,995 966 25 3,986
3,219 1,361 — 4,580
4,597 675 — 5,272
3,682 891 - 4,573
2,512 1,175 52 3,739
2,963 1,147 392 4,502
12,206 1,261 552 14,019
5,983 1,900 871 8,754
4,201 1,161 1,298 6,660
5,085 1,784 1,504 8,373
4,361 1,199 525 6,085
2,003 714 315 3,032
—EETEE; —EZTEEZ. 5,534 13,575

The above table indicates the concentration of

46/

—~ 1t is noted that due to inter-provincial sales,
column is likely to include some element of duplication.

Cod block sales during the July-November period on

the "total"




. =133~

the Atlantic Coast as a whole; in Nova Scotia, the
sales are more evenly distributed; in Newfoundland
the busy sales months are July to November and in

Quebec, June to October,

MONTHLY SALES OF HADDOCKEZ/-FILLETS 1968

($000)
Maritime

Newfoundland‘ Provinces Quebec Total
January 12 761 —— 173
February 99 1,145 —— 1,244
March —— 1,558 63 1,621
April ——— 2,105 63 2,168
May —— 1,298 617 1,365
June —-—= 1,581 ——= 1,581
July ——— 1,210  e== 1,210
August ——— 1,643 13 1,656
September ——— 1,207 —— 1,201
October ——— 1,064 ———— 1,064
November e 1,204 —-—— 1,204
December —_——— 735 69 804
TOTATL 111 15,511 . 275 15,897

== e e s 3
Tables 56, 64 and 72 provide details on Haddock
block sales by month, for each of the provinces.

47/

— Monthly sales data for each province do not include confi-

denti

al figures; to that extent they are incomplete.
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MONTHLK‘SALES‘OF EPOUNP?R‘@;PLE$S l968

(000 1lbs.)
Maritime

Newfoundland Provinces Quebec Total
January 1,527 1,353 - 2,880
February 1,959 1,333 18 3,310
March 1,997 1,339 64 3,500
April 1,715 1,060 90 2,865
May 2,191 1,421 81 3,693
June 1,656 1,869 - 567 4,092
July 908 1,906 204 3,018
August 2,016 1,088 176 3,280
September 2,056 1,548 18 3,622
Octoberx 2,685 1,436 276 4,397
Novenmber 3,250 1,414 136 4,800
December 2,466 952 94 3,512
TOTATL 24,426 16,719 1,724 42,865

- _— .

bata on Flounder block sales are given in Tables

58, 66 and 74.

MONTHLY OCEAN PERCH FILLET SALES 1968

(000 1bs.)
Maritime

Newfoundland Proyinces Quebec Total
January 1,137 540 €85 2,362
February 678 758 357 1,793
March 962 509 —_——— 1,471
April 414 19s - 610
May 166 300 54 1,120
June 1,524 1,183 1,339 4,046
July 633 1,542 2,961 5,136
August 2,064 2,927 2,897 7,888
September 1,510 3,813 3,005 8,328
October 2,379 1,464 2,798 6,641
November 1,499 1,917 2,177 5,593
December 1,793 1,522 1,364 4,679
TOTAL 15,359 16,671 17,637 49,667

It will be seen from the above that the sales
season for Ocean Perch fillets is from May to December

in all the three areas.
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MONTHLY OCEAN FPERCH BLOCK SALES 1968

(QOQ 1bs,)
Maritime

Newfoundiand Provinpes Quebecx Total
January 147 —_— -— 147
February - 75 - ——— 75
March ' 290 60 - 350
April 215 3 ——— 218
May 145 —-—— ——— 145
June 323 47 122 492
July 158 241 158 557
August 370 226 412 1,008
September 232 170 -— 402
October 210 —— - 210
November 89 _ - 228 317
December 204 569 —- 773
TOTAL 2,458 1,316 920 4,694

Figures 6 to 9 depict the configuration of the
monthly sales for each of the provinces in selected
Groundfish products, ’

Table 77 presents data on the flow of monthly
sales on an individual plant basis. Due to the
confidential nature of the data, we have withheld
the name of the plants. Monthly sales figures are
derived from beginning stocks, Bigg_freezings, less
ending stocks., Data for the yeaxs 1966-1968 cover
fillets and blocks of Cod, Haddock, Flounder and
Ocean Perch. It will be noted that for most of the
bigger plants, there is a more even monthly distri-
bution in the flow of saleg than for the smaller
plants. This table also helps to provide an idea of
the production cycle (the freezing pattern) of several
Groundfish plants and also gives an ldea of the level

of beginning and ending stocks.
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S_EC';E'IO!.\L VILY

THE MARKETING PERFORMANCE OF
ATLANTIC COAST GROUNDFISH FXPORTERS

INTRODUCTION

In the preceding two sections of ﬁhis report, an
attempt was made to cover the Grouﬁdfish marketing
structure on the Atlantic Coast and also the marketing
conduct of Atlantic Coast exporters. It was pointed
out that as compared with other Gréundfish supplying
countries, the Atlantic Coast had a fragmented market-
ing structure. This is manifested by the relatively
large number of small exporters. They ére relatively
small not only in relation to_the exporters in other
competing countries but also in relation to the buyers
in the U.8. (although there is a large number of
listed buyers in the U.S., those that really count are
fairly big d4nd few in numbers] This fragmented structure
of marketing is reflected in the marketing conduct of
Atlantic Coast's Groundfish exporters. That is, there
is little or no co-operation in, or co—-ordination of,
the marketing effort among‘the numerous sellers that
compete with each other intensely in the U.S. market.

The result has often been a weak bargaining
position and below cost-export price
returns. Returns to almost identical products. have
also been different among different sellers depending
upon the channel used to sell,and terms and conditions
of sale. Consignment sales precipitated, to a large
extent by a weak financial base,- has continued to
erode +the price level so that even those exporters
that are adequately capitalized have found it difficult
secure an attractive price for their "commodity"

products.
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It was mentioned earlier that the direction of

causation is from "marketing structure" through
"marketing conduct" to "marketing performance". In

this Section, therefore, an attempt is made to evaluate
the performance of Atlantic Coast's Groundfish export-
ing. The analytical variables chosen to examine
performance are: (a) the height of export selling
price in relation to cost of production (as indicated
by total processing costs per pound); (b) the quality
and packaging of products; and {(c) the rate of new
product innovation. In looking at these aspects, this
Section will also discuss related significant areas
such as size of plant and cost of production; overall

financial performance, etc.

STRUCTURE OF PROCESSING CQSTS

Table 78 presents details of the profit and
loss situation as well as the breakdown of all cost
components for nine Groundfish processing plants on

the Atlantic Coast. Cost details on a total plant

basis are given in terms of the following cost elements,

on a percentage basgis:
(a) Direct Labour,
(b) Raw Material,
(c) Packaging,
(d) Transportation,
(e) Storage,
(£) Depreciation,
(g) Insurance,
(h} Other Variable Costs,
(i} Changes in Stocks; and

(1) Miscellaneous Costs.

Direct Labkour Costs:

" Table 78 not only indicates the relative size

of each cost element in relation to total costs but



Plant
Plant
Plant
Plant
Plant
Plant
Plant
Plant
Plant
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also indicates changes jin the relative mix‘of costs
over a period of time, initerms of each plénta Direct
labour costs generally appear to range. from 12% to
26% of total costs; there was considerable variation
between companies in the size of their direct labour
costs.

DIRECT LABOUR'COST VARIATIONS

AMONG NINE PLANTS
(as % of total costs)

1968
Plant 1 24,4
Plant 2 16.3 (1967 data)
Plant 3 13,1 (1967 data)
Plant 4 23.7
Plant 5 24.2 (1967 data)
Plant 6 25.9
Plant 7 26.1
Plant 8 18.3
Plant 9 12.3

There is clear evidence that with respect to eight
of the nine plants under reference, direct labour
costs as percent of total costs have risen during

recent years.

DIRECT LABOUR COSTS IN TWO SELECTED YEARS

(as %3 of total cost)

15.9% (in 1963) 24.4% (in 1968)
17.9% (in 1966) 16.3% (in 1968)

8.2% (in 1965) 13.1% (in 1967)
16.3% (in 1966) 23.7% (in 1968)
19,.3% (in 1963) 24.2% (in 1967)
23.9% (in 1967) 25.9% (in 1968)
25.4% (in 1967) 26.1% (in 1968)
14,7% (in 1966) 18.3% (in 1968)
7.7% (in 1966) 12.3% (in 1968)

Raw Material Costs:

Raw material costs range from 30% to 65% of total
costs. The majority of the nine plants were in the

31% to 45% group. As in the case of direct labour
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costs, there is congideyxable variation between plants

in the size of their raw material costs:

RAW MATERTAL COSTS TN 1968

[o]

(as % of total costs)

Plant 1 44%
Plant 2 35% (1967 data)
Plant 3 63% (1967 data)
Plant 4 41%
Plant 5 41% (1967 data)
Plant 6 65%
Plant 7 31%
Plant 8 43%
Plant 9 35%

Some plants indicate lower raw material costs
as % of total costs between two time periods, while

others have experienced a rising trend.

Packaging Costs:

Packaging costs generally account for 5% to 6%
of total costs., There iz not much variation between

plants in the percent share of pacakaging costs.

Transportation Costs:

Transportation costs appear to be about 6% to 7%
of total costs. No significant changes in the magni-

tude of transportation costs as percent of total costs,

are evident among the various plants.

Storage Costs:

Storage costs data are available only for three

plants. It accounts for about 2% of the total costs.

Depreciation and Insurance Costs:

The average figure for depreciation is 6% of

total costs. Insurance costs are approximately 1%.

Other Variable Costs: {including some variable costs)

Table 78 indicates a considerable degree of
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variation among the nine plants with respect to their
"other" variable costs., Probably, +this is due to

the different cost items that have been grouped under
this heading by the different plants. In one plant,
for which we have data for the 1963-1968 period, the
"other" variable costs accounted for over 20% of total
costs.

Changes in stocks is a relatively small cosﬁ item,
accounting only for over 1%. Miscellaneous costs
(including fixed overhead, interest payments to
Government, etc.) account for 6% to 10% of total costs
in some plants.

To summarize the structure of total costs, the
following is an average pércent breakdown of its
constituent elements.

Total Costs

in 1968
{% of Total)

Direct Labhour Costs 25.0
Raw Material Costs 45,0
Packaging 6.0
Transportation ' 5.0
Storage 1.5
Depreciation 4.0
Insurance 1.0
Other Variable. Costs
(including semi-variable) 11.0
Changes in Stock 1.0
Miscellaneous _0.5
100.0 %

FINANCIAL POSITICN OF GROUNDFISH EXPORTERS

Against this background of the structure of major
cost components, it is useful to take a look at the
financial position of Groundfish exporters. Data
relating to the financial position are available cnly for
nine plants. One limitation of the data is that it
does not cover the same period for all the plants.

Table 7% summarizes the position of nine processor-



~141-

exporters in terms of some comparatiye financial ratios.
Subject to the limitations of inter-company comparisons,
the ratios indicate the vulnerable and the deteriorating

position of exporters:

In order to evaluate the financial position of

exporters, the following indices have been developed:

{(a) current assets to current deb.t

(b) net profitson sales;

(c) net profits on net weéorking capital;
(d) ceollection period;

(e) net sales to inventory;

{£) current debt +to inventory; and

{g) inventory to current assets.

The current assets to current deht position of
all the nine plants covered, in almost all the years
under reference has been reasonably satisfactory. 1In
this regard, a 1 to 1 ratio is a minimum requirement.
In the case of almost all plants, the ratio indicates
a position slightly better than 1 to 1. A ratio of

2 to 1 would seem to indicate a conservative situation,

In contrast to a reasonably sound current assets
position, the processors have had an unsatisfactory
gituation with respect to working capital and inven-
tories. Both these positions indicate poor financing.
Apropos working capital, the following table indicates

1
the weak position of processors.
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1264
1965
1966

1967
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1964
1965
1966
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WORKING CAPITAL POSITION OF PROCESSORS

Tt will be noted that the working capital position
of most companies has deteriorated in recent years.
The situation was intolerable, particularly during
1968, The collection period has not improved to
lighten the load on working capital. The meagre data
available indicate that almost all the nine plants
incurred losses for most of the years concerned; that
is, there 1s little or no net profit on sales. As far as
the relationship between current debts and inventory
is concerned, many companies have a peréentage of
over 150%, indicating an unsatisfactory position.
What it indicates is a situation of high inventories
and low working capital. Most companies indicate a
situation of rising current debt, as will be seen from

the following table:
{CURRENT DEBT

($000) .

Plant Plant Plant Plant Plant Plant Plant Plant Plant
1 2 3 4 5 6 1 8 9
416 ===  m=~ === 361 =e— 287 emm eee
564 === === 1,855 325  we—  —o=  mem oen
785 12 54 1,041 253 346 265 ——— _—
432 137 59 571 685 136 790  —=m 71
833 (17) 58 271 (604) 36 500 — (10)

35 n.a. n.a. (1,108 n.a. . n.a. {(800) 1,077 (54)

The ratio of inventory to current assets indicate
that for several processors, inventories constituted
over 50% current assets. This again is not a very

satisfactory position,

Plant Plant Plant Plant Plant Plant Plant Plant Plant
1 2 3 4 5 G 7 8 9
340 531 ——— ——— 474 - —_— —— ———
207 703 me—— 2,158 664 -—= 1,478 - -
256 691 78 2,696 819 434 1,885 —-— -
625 796 142 2,182 2,526 587 1,960 - 401
457 973 1le 3,258 2,012 692 2,150 ——— 584

1,041 _-—— -~ 3,309 —— -—= 3,200 180 606



143~

As infqrmapion is qvqilable only on nine procesgsors,
we have not been able to compute an industry average,
However; Table 79 amply illustrates the financial
weakness and under capitalization of all_the processors

covered.

EXPORT SELLING PRICE IN RELATION TO COST OF PRODUCTION

Nature of Cost and Price Data:

During the market survey on the Atlantic Coast,

it was possible to obtain data on the costs and returns
of several Groundfish processors on different Ground-
fish products, produced and exported by them into the
U.S5. Returns to exporters on the following products
are given in Tables 80 to 93.
(a) Cod: 1. cod products (fillets and blocks);

2, cod 1's;

3. cod 5's;

4, cod blocks (16% 1lbs.).

{b) Haddock: 1, haddock 1's;
2, haddock 5's;
3. haddock blocks (163 1bs.).
(c} Flounder: 1, I.Q.F.;
2, flounder 1's;
3. flounder 5's;
4, flounder products (fillets and blocks}.

{d) Perch: perch 1l's;

-

perch 5's;

perch 10's;
perch blocks (163 lbs.);
perch I.Q.F.;

L]
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»

perch products (f£illets and blocks).

(e) Catfish: 1. catfish 1's

In this section costs and returns of exporters
are -analyzed in terms of both plants and firms. Some

firms operate more than one plant. The criterion used
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to measure the size of different plants and firmg is
employment. - Employment is taken to include both
production as well as office employeesl(including
executives, sales and other staff); Cére has been
taken to include only those emplbyees who relate to
Gro&hdfish processing and selling.  The employment
figures guoted mostly relate to the year 1966.

Figures for later years, by plant and firm, are not
available., For some firms cost data are available

for a three year period: 1966, 1967 and 1968. In
order to maintain the confidentiality of data, we have
withheld the names ot plants.

On account of the different sources from which
information was collected, it was not possibie to
obtaiﬁ cost-component data on a uniform basis for all
products. Two sets of cost components are presented here.
For Cod "products", Flounder "products" and Ocean
Perch "products", costs and returns are given in terms
of the following:

Raw material;

Boat expenses;

Packaging;

Direct labour;

Tndirect labour; ‘
Fringe benefits;

General plant expenses; ‘
Cost of processed products; ‘

Selling price to the U.S.; (f.o.b. plant,
Canadian funds;) and

Margin.
For all other Groundfish products exported,
processor costs are given in terms of:

Raw materials;
Purchasing expenses; ‘
Packaging; i
Direct labour; ' |

Other plant expenses; ‘
Cost at plant; |
|
|
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Trangpoxtation;

Dutyq |

Brokerage/sales expense;

Landed cost in the U.S. market; and

. Margin.

All costs and margins are expressed in terms of cents

per pound, in Canadian funds.

Tables 94 to 27 deal with processing cost data
according to a plant and firm basis for Cod, Haddock,
Flounder and Ocean Perch, 1In these four tables costs

. are broken down in terms of:

(a) raw material,

(b) direct labour,

{c) packaging, and

(d) all other plant expenses.

4,2 Costs and Returns on Cod Products:

Cod products include Cod fillets as well as
blocks, Table B0 presentsg the cost components of
spread between exporters'! buying and selling price
for Cod preoducts. It will be seen from the Table that
the most of the exporters in 1967 and 1968 sold their
products in the U.S, market at below cost prices on

an f.o.b. plant basgis.

; Number of Exporters Exporters Margin Margin

Exporters Selling Selling Below Above
b Selling Below Above Cost Cost
Year to U.5. Cost Cost {-) (+)
' {cents per 1b.)
1966 8 3 5 2.3 1.7
2.5 1.3
1.2 2.2
3.1
n.a.
1967 8 1 1 2.5 1.2
®
0.3
2.0
8.7
8.5
2,3
1968 5 5 -

O N O
N
MO Wwo o
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Table 94 presentg the stpucture of procesgsing costs
for Cod . Raw maferials
account for over 35% of the total processing cost.

For a few companies,'raw materials account for almost
50% of the total cost of processed Cod products. Direct
labour as a percent of total costs, range from 39%

for a plant employing 29 to 24% for a plant employing
152, Packaging expenses are in the order of 6-7%;
other plént expenses range from about 40% for a plant
of 58 employees to about 20% for a plant of 152
employees. Despite these observations, there does not

appear to be a direct relationship between plant size

~and plant cost. In other words, the figures do not

substantiate that as plant size increases, costs
decrease. For example, for Cod products total
unit costs were 24.8 cents per lb. for the smallest

firm and 27.4 cents per 1b. for the largest.

Total Unit Raw Direct
Processing Material Labour Packaging A1l Other
Costs Cogts Costs Costs Plant Costs
T¢ per Ib) (%) (%) (%) (%)
24,8 33.7 38.9 5.5 21.9
23.0 41.1 17.5 5.9 35.5
23.2 47.5 27.4 4,7 20.4
25,7 34.8 30.5 9.5 25,2
21.5 34.5 36,3 5.5 - 23.7
21.6 36.0 30.2 7.8 26.0
21.8 39.6 26.1 4,7 29.6
23.3 36.2 26.5 9.1 28.2
22.9 34.3 37.1 4.6 24,0
27.4 53.8 23.5 0.5 22,2

Cogts and Returns on Cod 1l's:

Table 81 gives the costs and returns of seven
exporters on Cod 1l's. During 1967, four exporters
out of a total of seven, sold Cod 1l's at below cost

prices:
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- 6.5¢ peg

= 8.9¢ per

1b.
1b. -

- 1.6¢ per 1b.

~ 0,9¢ per

1b. -

Table 94 gives data on the processing cost of

Cod 1's with respect to seven plants:

Total Unit Raw Direct
Processing Material Tabour Packaging All Other
Costs © Cosgts Costs Costs Plant Costs
(¢ per 1ib.) (%) (z) (%) (%)
24,0 50.0 20.8 8.4 20,8
25.1 49.4 22.7 7.2 20.7
20.7 50.7 16.9 3.4 29,0
31.4 47.4 11.6 4.8 36.2
26.2 45.9 14,9 10.7 28,5
21.8 49,4 27.5 12.6 10.5
30.8 42.3 22.3 7.2 28.2
4,4 Cogts and Returns on Cod 5's:

The export price on Cod 5's are available only

for threeexporters (Table 82),

sold at below landed cost in the U.S. (1.3¢ below

cost) and the other above cost (.04¢).

Of these one exporter

Direct

Total Processing Material Labour Packaging Othex
Cost (1968) Costs Costs Costs Costs

(¢ per 1b.) (%} (%) (%)
22.1 55.9 21.5 9.0 13.6
25,1 47.8 15,6 6.8 29.8
23.6 56.2 18.6 7.0 18.2

4.5 Costs and Returns on Cod Blocks (163 1bs.):

Export margins on Cod blocks were as follows

{(Table 83):
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: Selling gelling Margin Margin .
Number of Below Above Below Above
Year EﬁBQEEEEE\ Cogt . Copt Cost Cost
| = T
(cents per 1b.)
1967 8 7 1 5.3 1.1
2.1
1.1
4.4
6.7
5.2
n.a.
196848/ 8 8 - 5.8
‘ 6.5
4.0
8.6
8.6
5.0
3.2
1.0
Processing costs for Cod blocks are given below
in terms of plants as well as firms (Table 94):
Total Raw Direct Other
Processing Material  Labour  Packaging Plant
Cost Costs Costs Costs Costs
(¢ per 1b) (%) (%) (%) (%)
24,0 50.2 20.8 8.3 20.9
19.5 59.0 20,5 10.3 10,2
26.3 51.4 19.0 2.9 26,7
24,0 58,3 16.7 4.2 31.0
24,1 49,9 16.2 2.9 11.2
21.0 43.3 31.9 13.6 20.8
22.7 58.6 19.4 3.0 19.0
Total ‘Raw Direct Other
Processing Material Labour  Packaging Plant
Cost Costs Costs Costs Costs
(¢ per 1b) (%) (%) (%) (%)
24.5 48.7 32,7 2.9 15.7
27.3 37.8 30.1 4.6 27.5
27.9 56.1 19.2 2.9 21.8
21.7 55.4 - 16.4 4.5 23.7
27.2 49.6 25.7 6.4 18.3
22.9 46.9 21.6 3.1 28.4
25.3 48.4 22,4 2.8 26.4
48/

— Although 10 exporters of Cod blocks are listed in Table 83,
data on export selling price gre available for eight exporters.
All of these exporters sold below cogt,
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As in the case of mogt other Groundfish items, the \
data do not reveal any direct pelationship between ‘

plant size and costs. -

Costs and Returns on Haddock Blocks:

Table 84 presents details on Haddock 1's,
Haddock 5‘5 and Haddock blocks., It indicates that
during 1968, three plants for which data are available
sold Haddock blocks at below cost prices: -7.7¢ per
1b.,; -6.3¢ per 1b. and -10.9¢ per lb. Table 95

deals with the processing costs of Haddock blocks, in

terms of plant size.

Total Raw Direct Other
Processing Material Labour Packaging Plant
Costs Costs Costs . Costs Costs
(¢ per 1b) ® %) (%) (%)
26,9 55.8 13.9 2.6 27.7
23.1 61.6 16.8 3.0 18.6
29.9 58.5 18.3 2.9 20,3
29.8 53.8 23.5 5.9 16.8
32.2 58.2 18.1 2.5 21,2

Costs and Returns on Flounders:
Table 85 relates to the Flounder, sole and I.Q.F.

The export price data are not available; it has not
been possible to calculate the margins to exporters.
Table 86 presents data on Flounder 1l's. Almost
all the plants listed appear to have sold below cost
during 1965, 1966, 1967 and 1968. The 1969 situation
is most likely to be very different, as the price of
flounder has risen substantially in the U.S. in the
last few months. Table 96 providés data on Flounder
processing costs according to plant size. The data
presented do not indicate any direct relationship
between plant size and plant costs. It appears that
45% to 50% of total processing costs are accounted
for by raw material cosfs, 18% to 25% by direct labour

costs, about 70% by packaging costs, and the rest by
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other plant expenses.

Tables 87 and 88 prowvide data on Flounder 5's,
Flounder blocks (173 1bs.) and Flounder products. As
will be geen from these tables, most processors
listed sold their Flounder 5's, blocksand "products"
(block and fillets) at below cost prices.

For example, with respect to Flounder "products"
the extent of losses incurred by eight exporters are
shown by the followiﬁg: |

- 2.4¢ per 1b.
- 4.9¢ per 1lb.
~ 2.2¢ per lb.
- 1.2¢ per 1b.
- 2.3¢ per lb.
- 0.6¢ per 1b.
- 0.8¢ per 1b,
- 2.6¢ per 1lb.

For details concerning the breakdown of processing

costs in relation to the size of plants, reference may

be made to Table 96,

Costs and Returns on OQcean Perch:

Tables 89, %0, 91 and 92 deal with Perch: Ferch
1's, Perch 5's, Perch I.Q.F,, Perch 10's, Perch blocks
and Perch products (fillets and blocks). Several
plants sold their Perch products at below cost prices
during 1966, 1967 and 1868:

Perch 1'gs
Sales Below Cost

1966 : -8.8¢ per 1b.
: -7.0¢ per lb.

1967 ~5.9¢ per 1b.
-1.6¢ per 1lb,

1968 ~-6,2¢ per lb.
~2.2¢ per lb.
-3.9¢ per 1b.
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Perch -51s
1966 =1.8¢ per 1lb,

1967 : -9,2¢ per lb.
-2.8¢ per 1lb,

1968 -3.4¢ per 1lb.

Yerch Products

1367 -2,9¢ per 1lb.
-1.9¢ per 1lb.
-9.4¢ per 1b.
-1.5¢ per 1b.
-0.7¢ per 1b.

1968 -1.0¢ per 1lb.
-2.1¢ per 1b.
-1.2¢ per 1b,
~3.4¢ per 1b.
Table 97 relates to the processing costs of
Perch items according to plant size. As in the case

of other Groundfish items, there does not appear to be

a direct relationship between size of plant and costs.

PERCH 1's

Raw Direct Other

Total Cost Material Labour Packaging Plant
(¢ per 1b) Costs Cogts Costs Costs

(s) (%) (3} (%)

27.9 43,1 11.5 9.0 36.4
21.6 37.8 15.0 12.9 34.5
18.9 37.1 35.4 15.1 12,4
20.6 43.17 28.2 6.2 21.9
27.2 33.7 23,8 11.6 30.9
29,2 48,3 20.1 10.7 20,9
2.0 37.0 29.1 10.8 22.2
24,9 29.7 28.1 14.9 27.3

For the processing costs of Perch blocks, Pexrch
Z's and Perch products, reference way be made to

Table 97.

Costs and Returns in Catfiigh:

Table 93 indicates that during 1966, 1967 and
1968, one plant on the Atlantic Coast was able to
Obﬁaln substantial margins from the export of Catfish
1's: - 11¢ per 1b. in 1966 and 14.6¢ per 1b, in

1968.
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4,10 Summary of Costs and Returns on Groundfish products:

Itcm1beéemnfrom the foregoing paragraphs of this
Section that the marketing performance of almost all
Groundfish exporters was marked by the unsatisfactory nature of
their incomes and prices. -The tables referred to in
this sectionhave indicated the extent to which below cost |
sales are made with regard to each . of the major
exported Groundfish items, -in‘order to put the Ground-
fish operations on a sound_and ongoing basis, it is |
necessary to achieve an increase in .- . _ .

selling price in relation to costs of

productionyg

Taking ‘
Cod blocks as an example, the following were the mid-
month prices to primary wholeéalers {(f.o.b.) Gloucester,
Boston and New Bedford, Mass., during 1963-1969.

WHOLESALE PRICES FOR COD BLOCKS
(U.8. funds ~ cents per 1b.)

1963 1964 1965 1966 1967 1968 1969

January 24.8 24,0 28.0 29,5 23.0 26,6 21.5
June 24,3 24,0 29.0 28,0 23.0 23.5 24,0

The following table indicates the changes in the
yearly average prices of Cod blocks (prices to primary
wholesalers in WNew England).

U.S. MARKET PRICE OF COD BLOCKS
(cents per lb. Canadian Funds -~ Yearly average)

% & % % %
1964 1965 Change 1966 Change 1967 Change 1968 Change 1969 Change

26,7 31.4 17.6 29.5 -6.1 25,1 =14,.9 25.2 0.4 23.5 -6.7

Distress sales of Groundfish "commodity" items
is a common feature of Atlantic Coast marketing. The

exporters resort to distress sales due (a) to their
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inability to hold inventories; and (b) to theix
inability to preserve for an indefinite period of

time the quality of their products in storage. For
example, during 1968, many exporters sold Cod products
at 5% to 18% below costs; Cod blocks (163 lbs.) at
18% to 27% below costs, Many sold their Perch 1's

at 13% to 20% below costs; Perch 5's at 13% below
costs; Perch products at 5% to 16% below costs;
Haddock blocks (163 1lbs.) at 20% to 25% below costs
and Flounder blocks at 25% below costs, Flounder
products at 14%-27% below costs, Their bhelow-cost
sales were partly compensated for,by the Federal
Government assistance to maintain prices at the
primary producer level, Thus, on almost all commodity
items of Groundfish, the returns to the exporter were
poor.

During our market suxvey on the Atlantic Coast,
exporters were asked to provide data on their export
.selling prices by-month. Some processor-exporters
responded., The prices - relating to three exporters -
for several Groundfish items are given in Tables 98,
99 and 100,

Exporter 1 (covered in Table 98) is a foreign
owned Groundfish processing company operating on the
Atlantic Coast. Exporter 2 (Table 99) is a co-opera-
tive operating on the Atlantic Coast, and sells mostly
to U.S5. processors, and to some extent brokers.
Exporter 3 (Table 100) is an Atlantic Coast exporter
operating a distributing house in the U.S5. On the
basis of these three tables, as well as the tables
referred to earlier on the Costs and Returns on Ground-
fish, it is reasonable to state that the returns of
exporters with distributing houses in the U.S. are

higher than those without them.
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CHANGES IN PROCESSING COSTS~

Cost-Price Squeeze:

In the foregoing, several references to the

absolute level of processing costs were made. In

the following paragraphs an attempt is made to analyse

the changes in the level of different cost components,

by size of plant - (costs are given in cents per pound).

During recent years, several components of

processing costs have increased in the face of weaken-

ing market prices.

This has had a crippling effect

on the financial and operating position of most

Groundfish exporters.

Changes in the Processing Costs of Cod Blocks (163 1b.):

Changes in Total Processing Costs (¢ per 1lb.):

% % %
1965 1966 Change 1967 Change 1968 Change
21.9 23.8 8.6 24.5 3.1 -— -
———— 22.9 —— 27.7 21.0 27.9 0.6
o e - —— 26,3 ———— 22,9 -13.0
20.5 ———— —_— — ——— 25,3 23.4

(1965-1968)
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Changes in Direct Labour Costs (Costs per 1lb.)

Plant 1965 1966 Chdnge 1967 Chdnge 1968 chinge
1 5.6 7.1 26.8 8.0 12.6 - -
2 - 4,4 - 5.2 18.1 5.3 1.9
3 - - - 4.8 - 5.0 4.1
4 4.3 - - - - 5.7 32.6
(1965~68)
Changes in Raw Material Costs (Costs per 1b.)
Plant
1 12.0 12.0 - 1l.9 -0.9 - -
2 - 12,2 - 14.3 17.2 15.6 9.0
3 - - - 10.9 - 10.7 -1.9
4 10.9 - - - - 12.3 12.8
{1965-68)
Changes in Packaging Costs (Costs per 1b.)
Plant
1 0.7 0.7 - 0.7 - - -
2 - 0.72 — 0.78 8.3 0.82 5.1
3 - - - 0.77 - 0.70 =-9.1
4 0.54 - - - - 0.70 29.6
(1965-68)
Changes in Other Plant Expenses (Costs per 1b.)
- |
Plant | ‘
1 3.4 3.8 11.7 3.8 - - -
2 - 5.4 - 7.3 35.1 6.1 -16.5
3 - - - 9.9 - 6.4 ~35.4
4 4.8 - - - - 6.7 39.5
(1965-68)

It will be seen from the above, that while cod
block prices have declined and risen during the 1964-
69 period, the processing costs have steadily increased,
thereby creating a cost-profit squeeze and precipitat-
ing distress conditions in the Groundfish processing

industry.
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5.3 CHANGES IN THE PROCESSING COST OF QCEAN PERCH
(Example, Perch 1l's}

5.3.1 Changes in Total Processing Costs (cents per 1b.)
% %
1966 6
, Plant 96 1967 Change 1968 Change
1 25.5 26.2 2.7 21.6 -17.6
2 - 17.2 - 18.9 9.8
3 26.7 27.2 1.8 - -
4 23.9 29.6 23.8° 29.2 - 1.4
5.3.2 Changes in Raw Material Costs (cents per 1lb.)
Plant
1 9.2 10.4 13.0 8.1 -22.2
2 - 6.0 - 7.0 16.6
3 - 11.2 - 9.2 -17.9
A ~10.8 14.6 35.1 14.1 - 3.5
5.3.3 Changes in Direct Labour Costs (cents per 1lb.)
Plant
1 3.2 3.5 9.3 3.3 ~ 5.8
2 - 6.1 - 6.7 9.8
3 - 4.7 - 6.5 38.2
4 4.7 6.8 44,6 5.9 -13.3
5.3.4 Changes in Packaging Costs (cents per 1b.)
Plant
1 2.8 2.1 -25,0 2.8 33.3
2 - 2.8 - 2.9 3.5
3 - 3.4 - 3.1 - 8.9
4 2.9 - - 3.1 6.8
5.3.5 Changes in Other Plan Expenses {(cents per l1b.)
Plant
1 10.2 10.2 - 7.5 -26.5
2 - - - - -
3 - 7.3 - 8.3 13.6
4 5.5 7.4 34.5 6.1 -17.6
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The wholesale and retail prices of Frozen Perch

(L 1b. fillets) in the U.S. during 1957-1969 were as

follows (in U.S. funds - cents per 1lb.):

1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
19269

(Jan.-
Apr.)

Wholesale % Retail 3
Price Change Price Change
27.9 - 42.9 -
29.4 5.3 45.6 6.2
28.3 -3.8 47.5 4.1
27.9 ~1.5 47.4 -0.3
29.5 5,7 47.5 - 0.2
32.1 8.8 50.0 5.0
33.6 4.6 52.6 5.2
30.8 -8.4 52.8 0.3
30.9 0.3 52.7 -0.2
31.8 2.9 54.1 2.6
28.4 -10.7 54.1 -
27.1 -4.6 53.9 -0.4
28.4 4.7 54.1 0.3

(Jan, -
Mar.)

It will be seen from the above, that while the

perch fillet prices at the wholesale and retail market

levels have not shown any marked improvement, the

processing costs of Atlantic Coast exporters have

increased, thereby decreasing export margins.

CHANGES

(Example Flounder 1l's

IN THE PROCESSING COST OF FLOUNDER

Changes in Total Processing

Plant

SRR eSS

Changes in

1965 1966
- 30-8
- 30.4

26 1 -

Raw Material Costs

Plant

L P

15.0
12.4
12,9

1967 % 1968
34.0 10.4 -
32.5 6.9 26.2 -
30.7 - 31.8
28,7 - 31.9
- - 33.0
(cents per 1lb.)
15.0 - -
13.1 5.6 12.0
12.2 5.7 -
15.0 - 14.7
- - 1

Costs (cents per lb.)

%

~8.4

-2.0



Jan.
Feb.
Mar.
Apr.
May
June
July
Aug.
Sept.
Oct.
Nov.
Dec.
Yearly
Average
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Changes in Direct Labour Costs (cents per 1b.)

Plant

U1 Wb

Changes in Packaging Costs

1965

1966

Plant

Ut N+

Changes in Other Plant Costs

| o
=
[\e)
()
~l

(cents per 1b.)

I
w oo
= <J oo U

(cents

Plant

(SNt S

8
10
8
9

e le) W O RNo]

.
.

% 1968 3
93.7 - -
30.3 3.9 -40.0
22.3 - -

- 7.5 13.6

- 6.3 21.1

- 2.8 -

-3.6 - -
- 3.3 6.5
- 3.3 13.8
per 1lb.)
7.4 -
4.9 -
6.4-35.4
6.3 43.2

Changes in the Market Price of Flounder Fillets

The following table indicates the market price

for Flounder 1 b. frozen fillets in the U.S. market

for the 1963-1969 period:

U.S. Funds (cents per 1lb.)

1963 1964 1965 1966 1967 1968 1969
39.5 39.0 36.5 40.0 45.0 38.5 42.5
39.0 39.0 35.0 42.0 42.0 38.5 42.5
38.5 39.0 37.5 42.0 41.5 38.5 48.0
38.5 37.0 37.0 43.0 38.0 37.5 40.0
39.0 36.5 39.0 43,0 39.5 41.5
39.5 36.5 39.0 43.0 40.0 41.5
39.5 39.5 38.5 43.0 38.5 41.5
39.0 37.5 39.0 43.0 38.0 37.5 46.0
39.5 36.5 39.5 42,0 38.0 37.5
39.5 36.5 39.5 43.0 38.0 39.5
39.0 35.0 41.0 43.5 39.0 40.0
39.0 36.5 40.0 45.0 39.0 40.5
39.1 37.2 38.5 42.7 39.7 39.4
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It will be seen that Flounder fillet prices
have improved somewhat during 1967-69, and partially
in 1969 to some extent offsetting the increase in

processing costs at the exporter level.

COSTS AND RETURNS AT THE U.S5. PROCESSOR LEVEL

In comparison with the unstable nature of
incomes and prices at the processor-exporter level on
the Atlantic Coast, the returns at the broker, whole-
sale-distributor, wholesale'procéssor, and chain level
in the United States appear to have remained stable
at a satisfactory level, It is reasonable to assume
that the cost of many inputs of U.S. processors and
buyers have increased in recent years. However, the
cost of their major input viz. raw material, has con-
tinued to decline in price. Monthly wholesale pfices
at Boston, Mass., for cod sticks (breaded, cooked,

B oz.), Haddock sticks (breaded, cooked, 8 oz.), Raw
breaded Cod portions (l-4 oz.), Raw breaded Haddock,
portions (1-4 oz.), 1 lb. and 5 1lbs. fillets of Cod,
Haddock, Redfish and Flounder have all held fairly
stable and strong during 1967 and 1268 and 1969, The
selling price of a major wholesale processor for one
of his major products (8 oz. Cod fish sticks) was
more than 45% of his costs. The returns (before
taxes) at the wholesale-distributor, Institutional
and chain level have remained at around the 25-28%
{and at times 30-35%) level in recent years. The
broker commission has also remained in the range of
the 5% to B% of sales during the past few years,.
Prices at the retail level have also held firm.

This was evident from the noted prices for various

Groundfish retail items during our U.S. market survey.
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Table 101 presents & comparison between the monthly prices
of Cod Blocks and Cod Sticks and Cod Portions { at the
primary wholesale level, Boston, Mass.) for the 1954-196%9
period. For the purposes of comparison, these price

data have been expressed on an index basis (1964 average
equals 100) and presented in Figure 10. This figure
indicates the lag in the prices.of sticks and portlons as
compared with the prices of Cod Blocks. That is, increases
in the price of Cod Blocks tend to have a higher upward
impact on the prices of the products that are manufactured
from Cod Blocks, viz., Cod Sticks and Cod Portions, than

a decrsase in its price.

Declines in Cod block prices have not been directly reflected
in corresponding changes in the prices of Cod block products
as is evident from the chart. It appesars that upward changés
in the Cod Block prices seem to get relatively quickly re-
flected in the prices of its manufactured products; and down—
ward changes in Cod block prices do not tend to be so
immediately reflected in terms of a downward movement of Cod
sticks and portions prices. That is, product prices appear

to be more regid downwards and less rigid upwards.

The chart shows that corresponding to ﬁhe fall
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in the prices of Cod blocks in 1967 and 1968, there was no

fall in the prices of Cod sticks and portions, indicating

(other input costs remaining the same) a higher profit margin

to the U.S. processor., There is a far greater degree of competi-
tion in the selling of Cod blocks in the U.S. market among the
gseveral international and intranational competitors than in the
selling of Cod sticke and Cod portions. The latter is a
sheltered industry in the U.S. Moreover, the number of fish
sticks and portion manufactured arellimited in number; there
appears to be a relatively high degree of concentration in the
manufacturing of sticks and portions. Therefore there is no
compulsion from cémpetitive market foreces to effect an immediate
and corresponding downward movement in the wholesale prices

of sticks and portions, corresponding to lower Cod block

prices. The price of sticks and portions have continued to
maintain their strengtﬁ inlthe face of alweakening Cod block
price at the primary wholesale level. The demand for sticks

and portions, as mentioned earlier in this report (under

Section V on the U.S. Groundfish Market) continues to ETOW
rapidly. Thus, desplte strong demand at the retail level,

Cod block prices have declined causing distress to Cod block
producers — producers at the primary (catching) and secondary
levelg in the supplying countries. The U.S. Groundfish
processors appear to be well insulated from serious instabilities
in their incomes énd prices by virtue of (a) the intense degree
of price competition among the competitive suppliers of Cod
blocks (a commodity item), and (b) the sheltered nature of,

and the relatively high degree of concentration in the sticks

and portions manufacturing industry. It is possible that part of
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reason for the downward rigidity of sticks and

portion prices iS the rising processing costs of

U.5. processors.
_ (See also Figures 11 to 15)
6.2 RETURNS TO U.S. CHAINS ON FISHERY PRODUCTS
The following tableég/indicates the weekly
berformance of a New Jersey chain store, during a
four week period in May of each year {1956-1968) in-
the sale of seafoods (Groundfish and other products):
Square Unit Gross
Inch % of Sales - % of Profit
of . Total Per % of Dollar Total Per .
Cagse Case 59. Dollar Dollar Gross Dollar Square Q@Qross
Space Space Inch Sales §Sales Profit Profit Inch Margig
195¢ 7046 9.08 .34 1303.19 11.11 270.65 - .0384 20.77
1958 7759 7.29 .29 1276.97 10.04 286.82 11.82 ,0370 22.46
1960 8092 7.05 .24 1112.48 9.67 262.71 10.99 .0325 23.62
1962 11321 6.65 .16 1289,19 9.64 326.13 9.84 ,0288 25.30
1964 12423 6.53 .15 1405.50 9.27 382.40 9.04 .0308 27.30
1966 14332 6.59 .16 1862.01 10,97 455.62 9.45 ,0318 24.47
1968 15980 5.91 .16 2662.21 10.53 639.33 9.59 ,0400 26.85
The following table presents a comparison of gross
margineg for the same chain, for different products
(1968 data):
Gross Profit
per sguare Gross
inch - $ Margins—%
Vegetables 0.0930 28.49
Fruitsg 0.0939 27.98
Juices 0.0325 26.45
Seafoods 0.0400 26.85 -
Meat & Poultry 0.0329 28.34
Pot Pies, Dinners
etc. 0.0288 26.63
Specialities 0.0207 25.49
49/

Source, U.S. Frozen Food Fact Book and Directory, 1969 (p 55)
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PRODUCER, PROCESSOR AND MARKETING MARGINS IN
GROUNDFISH

The main thrust of the preceding pages of this
Section has been to demonstrate (a} the far greater
degree of instabillity in the prices and incomes of
Atlantic Coast exporters vis-a-vis the U.S. processors
and distributors; and (b) the circumstances surround-
ing the cost~profit squeeze faced by the Atlantic
Coast exporters. To carry through this discussion,
it is essential to look also at the level of margins
and changes in margins over a pericd of time, of the
main participants in the market,viz,the primary
producer on the Atlantic Coast, the proceésor—exporter,
the U.S. processor, etc. Therefore an attempt has
been made in the paragraphs that follow to discuss
the nature and magnitude of price spreads be-
tween the Atlantic CoastGrounfish preoducer and the
U,S. consumer. For the purposes of analysis, the
following four items of Atlantic Coast Groundfish
exports have been chosen:

Frozen Cod l's
Frozen Haddock 1l's
Frozen Flounder l's and

Ocean Perch 1l's

Table 102 indicates the price spead between the
different marketing levels on these items for the period
1960-68. (Some data are available only for the
1965-68 period). Prices at three differenﬁ levels are
given: (a) prices at the Atlantic Coast exporter level;
(b) prices at the wholesale level in the U.S, and (c)
prices at the retail level in the U.S. The ghare of
the primary producer of these three respective prices
is calledthe producer margin, The term "producer"
connotes independent fishermen with their own boats
and/or fish processing companies engaged in harvesting

fish (vertically integrated backward). In order to
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evaluafe the position of primary producers and
exporters in relation to the U.S. marketers, data

have been developed in terms of the following‘for Cod,
Haddock, Flounder and Ocean Perch:

{a) Total landed volume on the Atlantic Coast,

{b) Total landed value on the Atlantic Coast,

(d) Price per lb. of fillet, using the appropriate
50/

(¢) Exvessel price per lb., ‘ :
recovery— yield rates for the different species
of fish, | |
(e) The duty paid export price of Atlantic Coast

exporters to the U,S5.,

(f) The wholesale price of the item in the New
England Area, |
(g) The retail price of the item in several cities
in the U.S.
On this basis, an attempt was made to develop the share
of the primary producer and exporter on the Atlantic |
Coast in the U.8. wholesale and retail price.

7.1 MARGINS ON 1 LB. FROZEN COD FILLETS

The ex-vessel price per lb. (landed weight) of
Cod on the Atlantic Coast has increased from 2.73¢
in 1960 to 4.23¢ in 1968, as follows:

cCoD

Ex-vessel price per lb.
(cents per 1lb.)

1960 2.73
1961 3.01

1962 3.22

1963 3.47

1964 3.84

1965 - 4.11

1966 4.43

. 1967 4,50
1968 4,23

EQ/For example, the following recovery rates were used to convert

landed weight to fillet weight: Cod, 0.33; Haddock, 0.37; Perch
0.25 and Flounder, 0.28. That is, 100 lbs. of landed cod fish
(gutted head-on) would yield 33 lbs. of fillets, and so on.
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vessel price of Cod was as follows:

Jan. 1969
' Feb., 1969
Mar. 1369
Apr, 1969
May 1969
Jan.-May

On a filleted basis, the price per lb. of Cod

Ex-vessgel
Price (per 1lb.)

Quantity Landed
Landed Value
(060 1bs.) ($000)
16,844 753
21,894 962
18,649 776
22,510 942
32,907 1,423
112,990 4,856

to the processor was as follows:

1960 8.27
1961 9.12
1962 9.75
1963 10.51
1964 11.63
1965 12.45
1966 13.42
1967 13.64
1968 12,82
1969 Jan. 13.55

Feb,. 13.30

Mar. 12.61

Apr. 12.67

May 13.09

During 1965-68,

selling price in the U.S.

was:

The U.S. wholesale price for 1 1lb. frozen Cod
fillets has remained at around the 32-34¢ level
(Canadian funds) during the 1961-68 period.
Table 102).

fillet is not available.

1965
1966
1967
1968

(Cents per 1b,)
(Product Weight)

the Atlantic Coast exporters'

{Canadian Funds)
(Cents per 1b.)

28,50
29.00
28.10
31.05

(cents per 1b.)

4,47
4.39
4.16
4.18

4,32

4.30

The retail price for Cod 1 1lb. frozen

It is estimated that in

(Vide

average

for frozen 1 lb. Cod fillets

the NewEngland Area, this fillet sells at around 54¢

per lb. (Canadian funds). The price jin the Los Angeles
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market during two selected periods for Cod of diff-

erent brands was as follows:

As at 23 Nov. 1966 As at 22 Jan. 1969

(Canadian Funds) ‘ . _ (Canadian Funds)

Non~- 'Inde- ‘ . Non . Inde-
Competi- pendent Chain . Competi-pendent Chain.

tive Store Store tive  Store Store

Buying Selling Selling Selling Buying Selling Selling Selling
Certifresh
12 #1 Cod :
Frozen 50.2 72.4 68.0 63.7 .50.8 72.4 70.2 68.0

Fillets
(Skinless)

Icelandic
12 #1 Cod o -
Fillets 55.6 78.8 76.7 74.5 47,0 76.7 74,5 74.5

Rupert
12 #1 Cod - :
Fillets 50.2 72.4 70.2 68.0 - - - -

It will be noted that Icelandic Cod fillets are
gselling at a higher price than Canadian. fillets; also
that the retail price of 1 lb. frozen Cod fillets is
much higher in Los Angeles than in New England by at
least 14¢ per lb. or 26%. - (New England price is
estimated at 54 ¢ per 1lb. (Canédian funds) and the
Los Angeles price at 68¢ per 1lb. (Canadian funds).

Table 102 indicates that the fillet price (the
price received by the Atlantic Coast primary producer)
as a percent of the Atlantic Coast export price

in fact improved during 1965—67,from.43.7
in 1956 to 48.5 in 1967; it appears to have declined
in 1968 to 41.3%. The producer's share has clearly
improved when considered as a percent of the U.S.
‘wholesale price from 29.3% in 1960 to 38% in 1968

as follows:
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1l 1lb. Frozen Cod Fillets - Primary
Producer's Share of U.S. Wholesale

Price
1960 29.3
1961 28.4
1962 28.5
1963 32,1
1964 34.8
19465 - 34.0
1966 35.9
1967 . _ . 41.8
1968 37.7

The Atlantic Coast exporters' share of the

- wholesale price in the U.S. during 1965-68 was:

1965 77.9
1966 77.5
1967 86.2

1968 91.3

MARGIN ON 1 LB. HADDOCK FROZEN FILLETS

Table 102 also presents the producer, exporter
and wholesaler share of U.S. retail price for Haddock
1 1b. frozen fillets.

Ex~-vessel Price of
Haddock on the

Atlantic Coast Per Corresponding Price
1b. (landed weight) Per 1lb. of Fillet
(Canadian Funds) (Canadian Funds)

1960 3.87 10.46

1961 3.92 10.59

1962 4.23 : 11.43

1963 5.41 l4.62

1964 5.85 15,81

1965 6.51 17.59

1966 6.76 18.27

1967 6.63 : 17.92

1968 - 7.54 20.38

As compared with early sixties, the price of
Haddock at the ex-vessel level and filleted level has
increased. The share of the producer as a percent
of the export price on the Atlantic Coast was: 46.3
in 1965; 45.7 in 1966; 49.5 in 1967 and 57.2 in 1968,
The fillet price as a percent of U.S.“wholesale price
for Haddock 1 1lb. fillets, has also increased during

the 1960-68 period, from 36.2 in 1960 to 44.2 in 1968.



1960
1961
1962
1963
1964
1965
1966
1967
1968
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Atlantic Coast Atlantic Coast
Fillet Price as Expoxt Price as Export Price as
% of U.8. Whole- % of U.S. Whole- . % of U.S. Retail
sale Price gale Price Price
18.8 - -
18.5 - -
19.1 - -
23.5 - -
24.2 - -
26.3 91.7 56.7
25.5 24.0 ' 55.8
24,6 90.9 49,6
28.0 77.3 48.9

Atlantic Coast exporters' share of the wholesale and
retail prices has declined. The U.S. wholesale price
share of the final retail price of frozen Haddock
1 1b. fillets has remained more or less statioﬁary

during recent vyears.

MARGIN. ON FLOUNDER 1's

Ex-vessel Price Filleted Price

(Cents per lb. (Cents per lb.

landed weight) fillet weight)
1960 3.11 11.10
1961 3.09 11.04
1962 3.17 11.32
1963 3.18 11.36
1964 3.23 11.54
1965 3.20 11.42
1966 3.33 11.89
1967 2.94 10.50
1968 2.96 10.57

The fillet price as a percent of Atlantic Coast
exPoft price has declined somewhat: 30% in 1965 and
26% in 1968. The fillet price as a éerCent of U.S.
wholesale price has also indicated a declining trend:

29% in 1960 and 25% in 1968. However, the exporters

'share of the U.S. wholesale price has increased slightly-

92% in 1965 and 97% in 1968.

MARGIN. ON QCEAN PERCH 1's

The ex-vessel price of Perch has remained some -
what stationary during 1960-68: 2.62¢ per lb. of landed
weight in 1968. (The same was the case in the filleted

price). There was no marked —hange in the share of
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fillet price as percent of export price, 41% in 1968.
in 1968, the share of fillet price as percent of whale-
sale ﬁrice was 36%, an increase of 5 percentage points
from the previous year. Fillet price as percent of
U.S. retail price has remained somewhat stationary.

The exporit price as percent of U.S. wholesale price
increased from 75% in 1965-66 to 88% in 1967-68., The
export price as percent of U.S. retail price was 45%

during the last four years.

INTER-PRODUCT MARGIN COMPARISONS

Comparisons of Fillet Prices
(Landed Level)

(Cents per 1b.)

Cod Haddock Flounder Ocean Perch
1960 2.73 10.46 11.1¢0 9.96
1965 4.11 17.59 11.42 10.48
1968 4,23 20.38 10.57 ' 10.48

(See Tables 103 to 106 for details on Groundfish

ex-vessel prices on the Atlantic Coast)

Comparisons of Fillet Price
Share of Export Price

g
Cod Haddock Flounder Ocean Perch
1's i's 1's 1'as -
1965 43.7 46.3 30.1 41.1
1966 46.3 45.7 - 30.1 43.6
1967 48.5 49.5 25.9 - 35.1
1968 41.3 57.2 25.8 40.5

Fillet Price Share of U.S.
Wholesqle Price

%
Cod Haddock I’lounder Ocean Perch
1's 1's 1's | 1's
1960 29.3 36.2 28.9 35.5
1965 34.0 42 .5 27.5 31.5

1968 37.7 44.2 24.9 36.0
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Fillet Price Share of
U.5, Re%ail Price

Haddock Ocean Perch
1940 18.8 20.9
1945 26,3 18.5
1968 28.0 . 18.0

Export Price Share of Wholesale Price

Cod Haégock Flounder Perch
s _1ts _A's _1's_

1945 177.9 91.7 91.5 75.5
1966 7.5 94.0 85.9 4.3
1947 85,2 90.9 4.5 88,2
1948 91.3 7.3 95.5 - 88,7

Export Price Share of U.S.
Retall Price

Haddock Perch

1l's 1ts
1955 54.7 4h.8
1944 55.8 L3.7
1947 49.6 LAh.2

1958 48,9 Li .5

Wholesale Price Share of Retail Price

Haddock % ‘ Perch

1l's 1's

1940 51.9 58.9
1955 51.8 58.5
1944 63.2 50.2

In summary these figures indicate that the producer, i.e, the fisherman,
has retained an increasing share of the export price for Haddock and Ocean Perch,
a declining share of the export price for Flounder, and a shére which inecreased
from 1965 to 1947 for Cod, but declined in 1948. The fisherman has obtained an
increasing share of the U.S. wholesale price in Cod and Haddock, a fairly stable
share in Ocean Perch, and a declining share only in Flounder.

AVATTABLE PRICE INFORMATION ON GROUNDFISH PRODUCTS

During our market survey in the U.S. price information at the wholesale
and retail levels were collected wherever possible. This information is seb forth
in Tables 107 to 115,

Table 107 gives daﬁa on prices paid by a sample of U.S. households for

fresh and frozen Groundfish in the U.S. in February and June 1949. The other tables
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deal with wholesale and retail prices in selected
cities in the U.S. These Tables help to identify
the price differences between different brands of

the same Groundfish product in selected cities.

QUALITY AND PACKAGING ASPECTS OF ATLANTIC
COAST GROUNDFISH EXPORTS

At the outset of this Section (Paragraph 1) it
was mentioned that three variables were chosen to
evaluate the marketing performance of Atlantic Coast
Groundfish exporters. The burden of the foregoing
paragraphs (Paragraphs 1-7) was to discuss a variety
of aspects relating to export selling
price in relation to cost of production, structure of
processing costs, producer and marketing margins, etc.
The remaining two variables to be considered in evaluat-
ing marketing performance are: (a) the guality and packag-
ing of Atlantic Coast Groundfish exporﬁs, and (b) the

rate of new product innovation .. This section deals

‘with the former. Payapraph nine will dis-

cuss the latter.

The financial breakdown of gtlantic Coast export-
ers has tended to be reflected in the
quality of products exported to the U.S5, recently, During 1947,
1968 and in the early part of 1969, there were an
increasing number of rejections of Atlantic Coast pro-
ducts by U.S. importers on grounds of gquality and con=-
formation. The conformation defects 5f Canadian frozen
blocks have caused a lower yield to U.S. processors,
reportedly about 8% less than comparable Scandanavian
blocks. The Canadian blocks are not always consistent
and uniform _— resulting ih work delay,
machine delays, etc. Several shipments of Canadian
blocks have been rejected due to the presence of worms

in recent years.
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To some extent, distress sales from the Atlantic
Coast have been the result of qu%lity defects and
quality deterioration in storage. The Canadian
products also appear to lack distinctiveness and brand
image. Frequently, small packers with sub-standard
plant facilities turn out poor quality products.
Quality problems have their roots in the nature of
plant and equipment, the degree of adherance to
quality control in the plant, etc. Many plants do not
seem to care much about gquality control until some-
thing seriously‘goes wrong. In addition, there are several
plants in Newfoundland, New Brunswick and Nova Scotia
which lacklproper facilities to maintain ‘
cool temperatures during catching and processing
operations. Increased packing control and packing to
specifications would help to improve product quality.
It was commented by several U.S. importers that
the packaging of Canadian fillets and other items
destined for the U.S. market is far from distinctive.
Particularly in comparison in the Icelandic and
Norwegian packaging, the Atlantic Coast's performance
seems to be inferior. Thus, in terms of
both product gquality and product-packaging, the per-
formance of Atlantic Coast exporting is far from

satisfactory.

PRODUCT INNOVATION

The .final variable . selected to
examine the marketing performance of Atlantic Coast
exporters has been the rate at which they have intro-
duced new products into the market.

As far aé the export market is concerned, a few
exporters have attempted to introduce new products
such as I.Q.F. and layer.. packs, Jumbo fillets,

various types of gourmet cuts, etc. Despite these
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small efforts, the existing product portfolic is limited mostly
to traditional items such as frozen blocks and 1 1Ib. and 5 1b,
packs. Presently there are severe plant constraints on product
diversification, e.g. lack of tunnel freezing limits entry into
I.Q.F. and layer pack products. New Product research is not
generally undertaken in the industry except by two or three
major firms.

The scale of U.5. tariffs at present inhibit the export of
pre-cooked products. New product introduction has therefors been
a piecemeal effort, mostly because of circumstances beyond the

control of Atlantic Coast exporters,
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SECTION 1X

GROUNDFISH STOCK LEVELS AND GROUNDFISH PRICES TN THE U.S,

1. INTRODUCTION:

| In this section, an attempt will be made to examine the stock levels
for Groundfish blocks both in the U.S. and opn the Cansdian Atlantic Coast.
levels in other competing countries are not readily availsgble. In order to
assess the impact of stock levels on the U.S. market prices, particularly at
the primary wholesale level, it is necessary to have details of stocks in all
supplying countries, and particularly in Canada, Norway, Iceland, Demmark ang
Greenland, Poland, and West Germany,

Blocks are generally used in the production of sticks and portions. Therefore,
in evaluating the size of stocks and their impact on prices, it is also
esaential to lock at the production and consumption of sticks and portiocns in

the U.S,

2. HOLDINGS OF COD BLOCKS:

Table 116 presents the monthly U.S. and Atlantlc Coast holdings of
Cod Blocks during the 1964-1969 (Jan-July) pariod.él/

With respsct to the Atlantic Coast, the peak months for Cod Block
holdings generally are June, July, August, September and to some extent, October.
The average volume of stocks in these months generally exceed the 15 million
pounds level and at times have reached the 20 million pound level,

Cod block stock levels on the Atlantic Coast during April-Dec. 1948,
on a monthly basis, have been considerably higher than the corresponding levels
in the preceding year. The following table indicates the percent increase/decrease

in  stock levels of Cod Blocks on the Atlantic Coast, duringAl964-69, between

corresponding months,

51/ The U.S. does not give a breakdown of its holdings of blocks and slabs in terms
of Cod, Haddock, Floundar, Ocean Perch, etc. Therefore it was necessary to
estimate the proportion of Cod Block holdings as percent of total frozen blocks.
Cod Blocks account for approximately 65% to 67% of total imports of blocks into
the U.S. It is assumed that at least 75% of frozen block holdings in the U.S.
consist of Cod blocks, On this basis, it was possible to estimate the volume

. of Cod blocks held in cold storage; 75% is a low figure; the proportion of Cod
blocks to total block holdings, in the opinion of a few U.S. buyers should be
closer to 80% or 85%,
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Month 1965-61 19666 " 196766 19686 1969-68
(" CHANGE) (~ % CHANGE) (% CHANGE) (4 CHANgE) (7 CHANGE)

Jan. - 8,4.0 159.0 264.6 - L5.2 L6.1

Feb. - 143.8 6.6 136.0 - 8.5 - 6.9

Mar. — 50.4 19.6 1.1 - 4.1 0.5

Apr. L1 £9.7 - 53.0 75.0, = 11.4

May 1.2 247 - 52,0 80.1 8.3 |
June - 8.5 39.5 - 40.9 58.3 L2 |
July - 23.4 50.3 - 55.7 82.3 - |
Aug. - 34.2 82.2 - 62.0 98,2 - ‘
Sept. - 17.7 76.2 - 63.0 86.7 -

Oct. - 46.3 233.3 - 70.0 109.7 -

Nov. -27.3 526.3 £0.0 121 -

Dec. 61.3 412.0 - 15,6 14.3 -

Tt can be noted from Table 116, that in 1945 and 1948, monthly stocks on the
Atlantic Coast were considerably higher than the corresponding months in 1965 and
1967. During the first five months of 1969, stocks have averaged 3~5 million
lbs per month; at the end of June 1969 stocks of Cod Blocks were at 1/ million
lbs, Table 117 expresses the Atlantic Coast's holdings of Cod Blocks on an index
basis (1964 average equals 100).

The U.S5. Stock Levels are given in Table 114. An Index of these stock
levels are given in Table 117. The stocks do. not evidence any particular
pattern in terms of periods of low stocks and periods of high stocks, as in the
case of Canadian Atlantic Coast holdings. This is, perhaps, due to the
international nature of the U.,S. market, reflecting the impact of demand and
supply conditions. It will be noted that during 1966 and 1968, stocks on a monthly
basis were considerably highér than the corresponding months during 1965 aﬁd 1967.
This is evident from the following table. At the end of July 1969, Cod Block
holdings reached an all~time high level of 36 million 1bs. in the U.S. The

previous high was 33.3 million 1lbs. in December 1968.
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STOCKS OF COb BIOCKS IN THE U.S.

Month 1965-64 1966-6 196766 1968-6 1969-68
(® ' ¢h ( (

% Change) (% change) ( ange) change) change)
Jan. - 37.7 131.1 5.4 -15.1 29.4
Peb. - 286 1397 1022 -13.9 26.8
Mar. - 21.9 220.6 -15.8 - 4,2 22.1
Apr, - 73.6 156.,2 - -10.6 2.7 -0.7
May 22,2 L2.4 -11.9 33.7 1.1
June 0.2 © 39,0 ~27.7 39.1 | 16.8
July .7 38.2 22,2 41.8 20.6
Aug, 113.7 47.0 -32.0 37.9 -
Sept. 77.5 10.0 -23.4 21.6 -
Oct, 85.7 9.9 ~21.4 37.0 -
Nov, 103.9 - 3.3 =24.2 53.4 R
Dec. 86.7 - 5.7 - 8.3 37.4 -

It will be noted that during 1965, 1966 1968 and 1969, U.S. stock
levels were higher than the corresponding months in the previous years. In fact,
the average level of stocks have increased during the 196&-1969 period and
larger stocks seem to be the pattern. This is perhaps a reflection of both
demand and supply conditions.goncerningdemand, it will be noted from figures
given elsewhere in this report that the per capita consumption of sticks and
portions have risen considerably in the past, indicating a steadily
rising demand for blocks (See Figure 16).

In order to get a comprehensive picture of the stock situation with
regard to blocks, we have combined the holdings on the Atlantic Coast and in
the United States. Figures relating to the total holdings of Cod Blocks are
given in Table 114.

The following was the monthly average total holdings on the Atlantic

Coast and in the U.S. for the peried 1964 to 1969.

000t's lbs,
1964, 20,212
1965 23,696
1966 36,478
1967 26,370
1968 34,217

1969 ( 7 Mos.) 18,393
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Stock levels in 1966 and 1968 have been considerably higher than
that of 1964, 65 and 67. The 1969 levels are likely to exceed that of
1968. The following table indicates the percent change in the holdings

of Cod Blocks on the Atlantic Coast and in the U.S. on a monthly basis.

Month 65/6L  66/65  671/66 68/67 69/68
Jan. -46.0  132.8 10.1 ~20.8 31.6
Feb. =31.4 12000  11.7 -13.1 21.4
Mar. -36.9 22,0 -13.1 - 4.3 19.3
Apr. 5.,  133.9 -18.3 27.5 - 1.9
May 7.1 3.3 224 412 9.3
June 15.3 39.2  -33.0 46.0 -
July s 43.0 -37.3 56.0 -
Aug. 21.0 59.0  =43.7 53.8 -
Sept. 33.2 29.0  =39.0 37.1 -
Oct. 33.7 45.3  -38.7 50.3 -
Nov. 78.3 39.8  -36.9 440 -
Dec. 85.1 18.7  -17.7 33.5 -

3. COD BIOCK HOLDINGS AND COD BLOCK PRICES

Table 117 presents, among other details, comparative data on Cod block
prices and Cod block holdings in (a) the U.S. (b) the Atlantic Coast and (c)
the U.S. and the Atlantic Coast, all on an index basisA(l96h average equals 100).
Figure 17 depicts the movement of prices and stocks of Cod blocks on a monthly
basis during the 1964-1969 period. The chart does 'indicate some overall
relationship between the size of stock levels and prices. It would appear that
it ¥3 not so much the absolute levels of stocks that influence prices, as the
amount of unsold stocks in U.S, Cold storages held by potential sellers. Data
on the volume of unsold blocks in cold storages are not available. Co2d storage
holdings generally consist of (a) holdings by U.S.processors/Importers (b)

U.S. brokers, and (c) Foreign processors. The U.5. brokers would, probably, be

holding whatever unsold stocks (for example, conslignment shipments) existed.

*
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It will be seen from Rigure 17 that while month to momth changes
in stocks have had little influence on prices, over a longer period stock
levels have had an effect on price. For example, the build-up of inventory
during 1966, produced a drop in price and this was followed by a drop in
inventories. And, as inventories were built up again, prices tended to
decline. Basically, stock levels reflect the impact of landings. The

following were the periods of low stocks during the 1964-1969 period:

1964 - March, April

1965 - February, March

1966 - March, April

1967 - March, April, May
1968 - February, March

1969 - February, March, April

The peaks occurred during the following months:

1964 - March to Sept.
1965 - March to Sept.
1966 - March to Sept.
1967 - March to Sept.
1968 - April to Sept.
1969 - July

Table 30 shows the monthly apparent consumption of frozen blocks
or slabsig/in the U.S. during the 1964-69 period. In computing monthly
apparent consumption in the U.S.,production (freezings) of blocks have not
been taken into account. The U.S. freezings of blocks amount approximately
to 6 million 1bs. per year.

It is interesting to examine the end of month stocks in relation
to monthly apparent consumption (Table 30). The amount by which inventory
exceeds the apparent consumption level is, perhaps, a yardstick to judge the
adequacy or otherwise of the level of stocks. During the 66 months covered
by the table, the size of inventory (expressed as number of times the size

of apparent consumption)was as follows:

52/ All Groundfish Blocks and Slabs.
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1064 1965 1966 1967 1968 1969

Jan. 1.7:1 1.1:1 1.8:1 1.5:1 1.1:1 1.5:1
Feb. 1.1:1 0.9:1 1.7:1 1.9:1 1.3:1 1.7:1
Mar, 0.6:1 O.4:1 1.5:1 1.2:1 1.1:1 1.0:1
Apr. 0.7:1  0.6:1  1.2:1  2.0:1 1.6:1  1.7:1
May 1.2:1 1.0:1 1.5:1 1.5:1 1.1:1 1.1:1
June 1.3:1 1.1:1 1.4:1 1.2:1 1.5:1 2.5:1
July 1.5:1 1.8:1 3.5:1 2,0:1 2.2:1 -
Aug. 1.6:1 1.3:1 3.3:1 1.5:1 1.9:1 -
Sept. 1.5:1 3.3:1 2.0:1 1.5:1 1.8:1 -
Oct. 1.1:1 2.1:1 2.1:1 2.1:1 2.3:1 -
Nov. ©Ll.2:1 3.1:1 2.5:1 1.8:1 2.3:1 -
Dec. 1.6:1 2.0:1 2.1:1 4.8:1 2.0:1‘ -

It appears that stocks of blocks in relation to the apparent
consumption of blocks were high during the later half of 1965, 1966 and
1968. In general, a stock size of 1.5 times the apparent consumption may be
considered normal; anything over 1.5 may be considered high.

Imports constitute almost the entire consumption of blocks in the

U.S. The monthly volume of imports have increased during 196, and 1969 ( 4 mos),

as follows:

Average Monthly Imports of Frozen blocks
into the U,S,

(million 1bs)
1964 13.8
1965 17.9
1966 - 17.2
1967 15.8
1968 21.8

1969 ( 6 mos avg.) 19.1

Increase in Monthly Average Imports

1968-64 57.9
1968-65 21.8
1968-66 26,7

1968-67 38.0
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The six month average of monthly imports of blocks during 1949
wag 19.1 million 1bs. as compared with 20.3 million lbs. during the first
skx months of 1968. Stock levels may also be related to the production
of fish sticks -and portions. The following table shows the volume of apparent
consumption of blocks,and the volume of production of fish sticks and portions,

on a yearly basis,

YEAR APPARENT PRODUCTION OF FISH STICKS
CONSUMPTION OF & PORTIONS
BLOCKS
(MIL. LBS.) (MIL. IBS)
1964 169.0 '179.2
1965 197.4 222.9
1966 208.7 229.,0
1967 192.4 232.3
1968 249.0 ‘ 270.8

The following table compares the growth in stocks in relation to
the production of fish sticks and portions during the 196469 peried,

on a monthly basis (million lbs. and percent)

198 1965
S i s b g
J 24,.8 16,05 65 6.0 16.3 102
P 7.2 15.5 90 12,2 15.0 123
M 10.9  15.7 14k - 8.5  20.8 245
A 9.9 13.8 139 9.5 171 180
M 13.1 13.2 101 6.0 161 101
J 4.0 11.8 8 19.7  18.2 92
J 18.5 10.3 56 2.2 15.4 59
A 23.9 15.6 65 29.6  21.7 73
3 22,7 16,3 72 40.3  21.2 53
0 20.1 18.0 89 37.3  21.9 59
N 18.7 17.0 90 38,2 18.9 19
D 20.0 157 37.4  19.3 52

S: ending stocks of blocks (million 1lbs.)
P: production of fish sticks and portions (million 1bs) _ the additional weight from

%: production as a percent of stock breading, and batter is noted,




1966

3 P %
J  35.9 18.5 52
Fooo29.4 19. 8 67
M 27.6 23.2 8
A 244 16.6 68
M 22.8 16.1 71
J  27.3 20,0 73
J  36.1 11,0 30
A 43.5 19.9 46
5 44.3 21.3 48
0 41.0 22.7 55
N 37.3 21.2 57
D 35.2 18.6 53

1968
S P 2

J 28,8 22.0 76
¥ 25.9 21.3 82
M 22.3 2,8  112.2
A 26,7 24.0 90,0
M 267 2.2 79
J 27.5 21.1 7
J  40.0  17.4 4l
A 50,8 24.0 59
S .3 23.6 57
0 M 27.9 63
N 43.4  22.8 53
D Wy 20.7 L7
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1967
) P %
35.9 20.4 57
29.4 20.4 69
27.6 22.8 83
2h.h 16.6 68
22,8 18.3 80
27.3 16.0 38
36.2 13.é 38
3.4 20.7 L8
hh.3 19.7 bl
41.0 2.6 53
37.3 8.4 49
35.2 2;.5 67
1969
S P i
37.3 28.0 75
32.8 27.5 8l
27.2 29.8 110.0
26.6 n.a
27.2 n.a
32.2 n.a.
48.2 n.a

Tt will be noted that during 1964 and 1965, the end of month stocks

were not much in excess of the monthly production sticks and portions.
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In fact, during several months, monthly production exceeded the
gize of stock levelas, thereby indicating a gvowing pressure on stocks.
However, during 1966 and 1967, stocks were 1.5 to 1.6 times the level of
monthly production. The situation was much the same during the latter
half of 1968(as seen from the less than 50% figures, that is, Production
as ¥ of stocks). In order to obtain a more complete picture, it is
necessary to add the stocks in other countries, such as Canada, Iceland,
Denmark, Greenland, Norway and Poland. Probably, that would indicate that
stocks are over twice the level of monthly production of fish sticks and
portions in the U.5.
Figure 16 indicates the movement on an index basis (1964 average =
100) of monthly apparent consumption of frozen blocks and slabs in the U.S.
and the price of cod blocks. Drops in cod bleock prices have been E
gnerally accompanied by a higher consumption level, particularly since 1966. i
The followling is a comparative view of the production of sticks amd gortions
total apparent consumption of sticks and portions,and per capita consumption

of atick and portions.

Sticks & Portions Sticks & portions Sticks & portions
Production Total App. Consumption Per Capita Cons.
(Mil 1bs.) (Mil 1bs.) (1bs.)

1958 82,801 81,857 0.470

1959 97,525 96,902 Q547

1960 114,523 112,519 0.625

1961 129,671 128,453 : 0.703

1962 150,895 150,173 0.807

1943 173,946 172,267 0912

1964 179,164 185,617 0,969

1965 222,947 217,105 1120

1966 228,996 224,100 1.144

1967 232,273 238,200 1,20/

1968 270,800, 261,600 1.308

54/ Consumption figures relate to all frozen blocks.
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Tearly Rate of Change In

Production App, Cogggggtiqg Per Cagigg |
1959 17.7 : 8.4 16.4
1960 17.4 ‘ 16.1 14.3
1961 13.2 T 12.5
1962 ' 16.3 16.7 14.8°
1963 15.2 15.7 13.0
1964 2.9 7.7 6.3
1965 24,4 17.0 15.6
1966 2.7 3.2 2.1
1967 1.4 6.2 5.2
1968 16.5 9.8 8.6

During the 10 year period, the average yearly growth rate was as

follows:
1946568 %
In production 12,
In Apparent Consumption 12.3
In Per Capita Cénsumption 10.8

Tables 118 to 121 provide information on Groundfish prices in the Y.5.,
as well as holdings in New England cold storages. Table 122 desals with the
holdings of Cod Blocks by 18 Groundfish processing plants on the Atlantic Coast

for the years 1966 to 1968.

he GROUNDFISH FILLET HOLDINGS IN THE U.S3.

The situation with respect to fillet stocks is given in
Table 123. This table presents the total holdings of Croundfish

fillets {includes Haddock, Cod, Ocean Perch and Flounder fillets) on the
Atlantic Coast and in the U.,5. on a monthly basis, beginning with January 1944
and ending with June 1969. Prices relating to these products are given in
Table 118, In comparison, stock levels for Cod fillets (1's and 5's) during
the latter half of 1966, 1968 and 1969 {to date) appear to be higher than that

of the corresponding months in the previous years. On the whole,

prices have held firm for most fillets. The following is a
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comparative view of the prices of different species of fillets. (Cents per
1b. -~ U.S. funds).

Mid January Mid July
1963 30-33 Cod 1's ¢ per 1b. 29-33
1964 28-30 28-30
1965 30-34 33~35
1966 35-38 ° 33-36
1967 31-35 2831
1968 32-35 3033
1969 29-31 29-32
Cod 5's
1963 - 27-30 ' 23-25
1964 2326 | 225
1965 R7=29 o 30-31
1966 32-35 ‘ 30-32
1967 25-26 25-28
1968 30-33 225
1969 28-28 26-28

Haddock 178

1963 38-40 36-38
1964, 38-40 35-39
1965 39-43  38-40
1966 K14l 4143
1967 LO=41 35-40
1968 3842 338
1969 50-52 (est) L9=51
Haddock 5's
1963 34=37 3235
1964 34-36 | 31-35
1965 37-40 36-37
1966 39=42 37=40
1967 35-38 32-38
1968 36-38 28-29

1969 48=50 48-50



1963
1964
1965
1966
1967
1968
1969

1963
1964
1965
1966
1967
1968
1969

32-35
33-34
29-32
30-34
2831
27-28
28-29

38=41
38~40

- 35-38
38-42
LO~45
37-40
L0
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Redf'ish 1's

Flounder 1's

31-35
30-32
31-33
3134
27-30
26-29
29=30

38-41
36-39
3740 ‘
I1-hh -

3641 ‘
35-38

52-56 (end of Aug. 65-70)

Haddock and Flounder fillet stocks on a monthly basis during

1968 and 1969were lower than the corresponding months in previous years.

The following table illustrates the holdings with respect to Cod and Ocean

Perch, Haddock and Flounder in Canada and the U.S. during 1964=1969.

(million 1bs).

1964
1965
1966
1967
1948
1969

Fnd of Jan.

7727
7,080
6,479
17,512
7,376
13,186

« End of July End of Dec,
6,469 a8
8,388 7,174
13,154 16,199
11,770 7,940
11,682 12,115

16,912 end of June
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OCEAN PERCH
1964, 13,125 9,926 =/ 17,911
ll965 15,410 9,779 h 14,875
1966 12,163 10,565 24,313
1967 20,897 11,572 21, , 861,
1968 20,043 12,503 21,616
1969 16,379 8,300 end of June

HADDOCK
1964 3,477 2/ 8,918 =4 9,082
1965 71427 8,689 7,559
1946 6,451 8,872 9,742
1967 8,986 10, 51,2 8,751
1948 6,892 T, TTh 5,653
1969 8,340 b, 481

FLOUNDER
1964 7,459 4,658 14,005
1965 9,520 6,602 9,511
1966 7,661 8,259 14,885
1967 13,709 13,731 16,796
1968 14,446 11,213 10,541
1969 8,340 6,927 end of June

As referred to earlier in the Report Tables 53 to 76 preaent:
data by species and by province of the monthly holdings (beginning as ﬁell
as ending inventories) of Groundfish on the Atlantic Coast.

These tables together with Table 123 would provide a comprehensive
picture of the size of holdings for each of the provinces on the Atlantic

Coast.

55/ U,S, Stocks only.
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SECTION X

GROUNDFISH MARKETLNG SUPPORT SERVICES
ON THE ATLANTEC CO&ST

INTRODUCT ION

In the preceding sections of this report, several
aspects of Atlantic Coast's Groundfish marketing with
particular reference to the U.S, was examined including
the marketing structure, marketing conduct, marketing
performance, stock levels and prices. etc. This Section
attempts to examine the adequacy or otherwise of the
essential marketing support services. Support services
are essential to the performance of the marketing func~.
tion. They include (a) market information, (b) finance,
(c) freezing and cold storage, (d) transportation,

(e) labour and management skills, etc, The elimination
of problems and obstacles in these areas should help

in improving the level of marketing efficiency.

MAREKET TINFORMATION

Adequate and timely information about the prevail-
ing and prospective prices in the principal and alter-
native markets and at the different seasons of the vear
can serve as a sighal to increasing or deéreasing the
volume of output as well as in varying the production
mix, to serve market requirements. If one seller
(producer) can compare the price that he received with
those received by other suppliers, then that will aid
in the maintainence of fair prices. Thus, speedy and
accurate information about prices, volume traded,
stocks, conditions and terms of sale, number of buyers
and sellers in the market,etc., are basic to the
efficient conduct of marketing. It is exceedingly
difficult to undertake marketing planning decisions
without such information. In the following paragraphs,

an attempt has been made to evaluate the nature and
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performance of the market and marketing information
services as it pertains fto Groundfish marketing from
the Atlantic Coast. The discussions are grouped under
the following heads:

(a) Market information on Groundfish supplies;

(b) Market information on prices, conditions and
terms of sale, etc.;

{c) Market information on demand outlook: and

{d} Market information agencies,

Market Information on Groundfish Supplies:

Access to better information concerning supplies
should enable wholesalers, distributors and retailers

to develop potential consumer demand,

Such information would, generally
tend to reduce their business risks and enable
them to operate on lower margins, This should prove
beneficial to voth producers and consumers. When up-
to-date and accurate information is lacking, buyers
tend to seek wider margins as a hedge against price
changes.,

Thus, inadeguate market information can lead to
inefficiencies, particularly in the case of perishable
products, In the absence of current informaticon about
the composition and nature of stocks available, pro-
ducts and particularly commodity products such as
Cod blocks can be unloaded on an already saturated
market, thereby percipitating distress sales. It is
not only the buyers and sellers that need advanced
information but also the transport and storage
agencies,

Tnadequate information about the state of total
supplies from competing countries and about the demand
conditions at the primary wholesaler level in the

U.8. has been a characteristic weakness of the Atlantic
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Coast Groundfish marketing précess. This has, laxgely,
been due (a) to the lack of co~operation amonyg
competing suppliers to the U.S. market on an inter-
national and intra-nafional basis; (b) to the lack of
a central information machinery to collect, evaluate,
assess and disseminate relevant data on’' past, present
and future trends on production, stocks, price trends,
etc,

More specifically, as far as the supply of Ground-
fish to the U.S. market from the several competing
sources is concerned, there is, at present, no central
information agency which provides data to Atlantic
Coast exporters on the significant elements of the
U.S. supply and demand situation. Information is
available on the current production and stocks in
Canada and the U,S. However, such information is lack-
- ing for other major suppliers, such as Iceland, Norway,
Denmark and Greenland, Poland and West Germany.

Similarly, although information on monthly U.S.
and Canadian stocks are available,

such information
does not indicate, for example, (a) stocks of blocks
by species: Cod, Haddock, Ocean Perch, etc.; (b)
stocks of blocks by sizes: 143 lbs., 163 lbs., etc.;
(c) stocks of "unsold" (consigned) fish awaiting sale
and (d)holdings of U.S. processors (already purchased).
For a seller from outside the U.5., what is important
is not only information about the absolute level of
stocks per se, but also the size of "unsgold" stocks,
by country of origin. Depending upon the rate at which
blocks are absorbed into the production of fish sticks
and portions, total stocks held,as well as the volume
of consigned stocks,can exert different kinds of

pressureson the price of blocks.
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rurther, the data available on Groundfish suppliers
are mostly historical in character. What 1is ideally
required is data on the "~ basic as well as potential
future suppliers. In the absence of data on potential
suppliers from different producing countries, the sellers
are unable to regulate the flow of their sales into
the U.S. in such a manner as to maximize their market
returns. Individual exporters, particularly on the
Atlantic Coast, do not have the necessary facilities

in their organizations to develop the required market

data. Failing such information, they operate on the basis of imperfect

market knowledge. In contrast, the U.S.Ibuyers - at
least the major ones - appear to be well informed
about the production and stock levels in various
supplying countries, using this information |

they have increasingly come to plan their purchasing
operations. Thug, while there is some evidence of
growing "market planning" on the part of the buyers
with respect to their purchases, there is little or no
market planning on the part of sellers.

To summarize, to enable the exercise of proper
market planning with respect to the Groundfish market-
ing operation in the U.S., the following information,
on a continuing basis is a must:

(a) Past, present and futﬁre (forecast) landings

and utilization in all major supplying countries;
(b) The nature and characteristics of inventory levels

in the supplying countries and in the U.S5., on

a monthly or preferably a bi-weekly basis;

(c) The seasonal sales pattern (cycle) of different
countries ﬁaking into account the beginning
inventory, production and ending inventory;

(d) Demand factors affecting the disappearance of
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blocks in the U,5,; and the relationship between
production and consumption of sticks and portions
and stocks of blocks;

(e) Details of U.S. stock dlevel in terms of (i)
Groundfish species; (ii) size of blocks; (iii)
location of holdings; and (iv) the distribution

between "sold" and "unsold" holdings.

Market Information on Prices:

Generally speaking, difficulties encountered in’
ascertaining the actual prices received by different
sellers prevent individual sellers from selling
efficiently. The publicized data on prices {(e.g., the
Bostén Blue Sheet) does not specify actual volume and
prices at which actual day-to-day transactions take
place, The Blue Sheet indicates only an average of
reported prices from about 15 to 20 U.S., buyers located
in the New England area. These buyers report prices on
a voluntary basis. In actual practice, they often
report prices higher or lower than the actual price
paid, depending upon the market situation. Hence the
price reported in the Blue Sheet is at best only a
guide to marketing. To be more meaningful, it is
necessary to have, on an individual buyer basis, the
actual volumes traded, prices and stocks. An attempt
to gather such data was made by the North Atlantic
Fillet Council, However, this Council was disbanded
shortly after its formation.

In order to make possible a more efficient
marketing process, it is necessary to have more
accurate and gpeedy information about the actual volume
and prices at which these volumes are traded, the terms

and conditions of sale, discounts offered, etc.
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Market Information on Demand:

Information on the demand outlook in prospective
markets is of the utmost significance in the planning
of production and marketing activities. Insufficient
knowledge about the nature and characteristics of
demand can result in excess production of one product
and shortage of another. Similarly, lack of knowledge
about the spatial deminsions of the market can result
in too much product going into one segment of the
market and too little to another. Therefore, it is
imperative that both short=term and long-term demand
at (a) the proceésor-importer level (including their
purchasing plans, contracts to purchase, etc.), (b)
wholesale distributor , and institutional level, and (c)
retail level should be studied periodically, taking
into account the respective volumes required of the
different product lines, guality and packaging require-
ment, etc. Short and long-term plans relating to the
fish sticks and portions production as well as fish
and chip operations should also be assessed, go that
sale of products would be in accordance with market

requirements.

Market Information Services

Pregsently market information in some form or
another, is provided in Canada and the U,S, by

several bodies.

Market Information Services in the U.S.:

The most: conmprehensive market information service
in the U.S5. is the one provided by the Market News
Service of the U.S. Department of the Interior.

This service operates from centres such as Boston}
New York, Chicago, New Orleans, etc. The reports

published from these centres cover a variety of aspects
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of fishery trade in the U.S. including information

on the prices of fishery products at the primary
wholesale, retail level, etc.; imports, stock levels
in the U.S. and Canada and also significant develop-
ments affecting the fishing industry and fishery trade
in the U.S. and foreign countries. The Boston Blue
Sheet is by far the most comprehensive of the market
reports issued by the Market News Service of the U.S.
Department of the Interior. Smaller reports are issued
from New York (the Green Sheet), Boston (the Yellow
Sheet) etc. Besides these reports, there are the
Fishery reports published by fisheris consultants in
the U.S. for their clients, The leading two reports
are: (a) the Gruber Report,'issued from Cleveland,
Ohio and (b) tﬁe-Triggs Report on Frozen Fish issued
from Chicago. Both these reports are popular in the
U.S. and Canadian Fi‘sherieé Trade Circles. Both these
reports focus oﬁ the inventory level in the U.S. and
Canada. The .former . 1in addition discusses other
developments which have significance for the fishery
trade including new products, ,development at the retail

merchandising level, etc.

Market Information Services on the Atlantic Coast:

On the Canadian_side\,ﬁhe producers rely largely
on the Blue Sheet. Some firms also subscribe either
to Gruber Report or Triggs Réport or both, The Annual
Fisheries Review on individual countries issued by
the Agriculture, Fisheries and Food Products Division
of the Federal Department of Industry, Trade and
Commerce is another source of information. It provides
a variety of information on the fishery sector in
various foreign countries, mostly historical in

character.
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Requirxements of a Market. Information System for the
Atlantic Cogst Exporters;

The Atlantic Coast exporters need more specific
information than they receive at present; they
also need faster information,

Almost all the exporters interviewed
mentioned that whatever information made
available by Canadian Government departments or agencies
was mostly historical in naturejand was not of much
use in their current marketing operations. For the
effective management of Price and Supply stabilization
programmes. accurate estimates of prospective pro-
duction,storage, carry-overs and internal movements

are essential. This type of information is all '-i
the more important particularly in those countries
where the governments are responsible for meeting
defiéits,or providing subsidies and for facilitating
the disposal of surpluses. In recent months, and
particularly because of the distress conditions in
the V.S, " market, there appears toc have developed
a greater appreciation of the value of market inform-

ation among both exporters, and government departments .

It is important to note that the type of information
that is presently made available is more suitable to a
gituation in which there is a sellers market for the’
"commodity" items of Groundfish. 1In recent years,
Cod blocks have faced a buyers market. In such a
context, the type of marketing information that is
required is one that should help in undertaking the

function of market planning. This is as yet mostly
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an undevelopedor underdeveloped business function on the Atlantic
Coast, with very few exceptions. In the last two

years Canada‘'s share of the U.S5. Groundfigh market

has decreased considerably and the Groundfish market

is increasingly become more and more competitive.
The situation confronting the Groundfish producers

on the Atlantic Coast and for that matter in European
Countries is one which needs careful market planning.
However it will be exceedingly difficult to undertake
such a planning function with the kind of general
historical type of information about products, prices
and markets that are presgntly available. It would
.appear that the gap in the existing market information
service requires that someone should be specifically
charged with the responsibility of collecting,
appraising and disseminating the right kind of
information that is required for the marketing job,

to be carried out under . the intensely

competitive internaticonal conditions.

3. FINANCE
One of the most serious problems facing the

Groundfish industry on the Atlantic Coast is the short-
age of working capital. An analysis of the financial
performance of selected Groundfish processing companies
indicated that the working capital§§[ p0sition
has in recent years been very weak. The source of
working capital to most Groundfish exporters is their .”
local bank, under Section 88 of the Bank Act. Expan-
sion capital as well as most of the working capital is

financed by (a) earnings (b) bank loans guaranteed by

Provincial Governments (c) direct provincial govern-

58/ Current assets less current liabilities
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ment loans, as in Newfoundland, and
{d) in some cases, advances from U.S. buyers. The
difficulties faced by processors in getting short Lerm
credit on ﬁhe produce in storage seriously limits
their ability to wait for a favourable market oppor-
tunity; it puts the exporter under pressure to sell
his produce during the period of maximum supply. This
is a continuing structural handicap to exporters
bargaining with U.S. buyexs over the price of their
Groundfish exports. Because of their shortage of
working capital,processors also tend to borrow in
times of need, especially before production}and thus
become indebted to the U.S5. buyers. They are con-
sequently obliged to sell,often at priceé below those
ruling in the market,as a condition for renewing the
loan.

Thus severe credit limits can and does depress
the market through pushing sales for the quick turn-
over of. funds, As long as unsold fish is taken into
the U.5. market in search of a buyer, at a rate faster

than the buyers can absorb, the U.S. market is likely

to remain depressed. The purchase program of the Fisherles Frices

Support Beoard is an effective attempt to prevent consigrment

sales in the U.S. Market,.

CREDIT LIMITS OF EXPORTERS

Almost all Groundfish exporters on the Atlantic Coast find
their bank credit limits much too low and restrictive,
The following table presents a view of the actual credit

limits for some of the enterprises interviewed.
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Existing Desired
Credit Credit
Limit. ‘Limit_
($000) ($000)
Plant 1 400 800
Plant 2 250 325
Plant 3 100 250
Plant 4 1,500 2,500
Plant 5 2,200 4,400
Plant 6 500 1,000
Plant 7 1,000 2,200
Plant 8 125 250
Plant 9 400 500
Plant 10 30 100

In addition to the difficulties arising from the
low credit ratings and limits, the processors

have in recent years been in a cost-price squeeze.
That is, the selling price received by exporters has
not increased cmmﬁnmuatewajh'trthé increase in thé
input costs such as: financing costs; refit costs;
insurance costs; labour costs, etc, For example,
ingurance costs have increased by about 7%, refit costs
by 10%, packaging material costs by 5%, labour costs
by almost 15%, interest on borrowed capital by almost
35%. As a result exporters have depleted most, if not
all, of their resourceg; they have also incurred heavy
bank loans and further bank loans are exceedingly
difficult to obtain. Most exporters feel that a
doubling of credit limit would be desirable. The
borrowing costs on loans are often at least 1% over the
official.lendinglrate. For exémple runtil recently
when the official lending rate of tebanks was 8%%, the
Newfoundland companieswere paying 83% for their loans.
Further, the banks police the loans very strictly,
under Section 88 of the Bank Act. Thus, exporters find
it exceedingly diffiicult to finance improvement projects

in order to increase plant productivity. They are also
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unable to undertake promotion in any meaningful way. Tt was mentioned

that banks have not raised credit limits for quite some years,

It is the bank policy to require detailed financial statements from
the borrowers. The bank loan and credit limit policies are not flexible
enough to take into account situations in which products do not move as
fast as they should, The subsidiaries of U,S. and other countries.
operating in the Atlantic Coast do not encounter any financing problems
as they are well supported in this regard by their parent companies. the
arrangement for small processors who pack for bigger exporters is to
obtain at least a portion of their working capital from the éxporter.
This is particularly true of affiliated co-operatives,

These comments are made from the export producers point of view. The
nature of the cost price squeeze that has been revealed in earlier sections
of this report would, of course, provide a very legitimate rationale for
the banks action.

The importance of the working capital to a company stems from the
fact that the ability of a company to meet its obligations, expand its
volume and take advantage of opportunities is determined by its working
capital position. The minimum safety requirement stipulates net working
capital at least equal to current liabilities; put another way, current
assets should be at least twice as large as current liabilities., It has
been shown that for almost all of the nine plants for which financial
data are available, the current ratioc (current asseﬁs divided Ey current
liabilities) was in most cases 1.1 to 1, indicéting a wesk working

capital position.

TNVENTORY FINANCING:

Inventory financing is another major aspect of the problem facing
Atlantic Coast exporters. In many competing countries, such as Iceland,

Norway, Poland, etc., the export marketing organizations take over the
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product as soon as it comes off the production line,
thereby relieving the processorn of the responsibility

to hold his inventory under the proper

temperature conditions until sale. In contrast, no

such relief is available to the Atlantic Coast exporter
except the most recent working capital loan and purchase
programme of the Department of Fisheries and Forestry.
In the following section an attempt is made to estimate
the inventory financing requirements of the Ground-

fish industry, on the Atlantic Coast.

ESTIMATED VOLUME OF INVENTORY FINANCE

REQUIRED BY THE ATLANTIC COAST GROUNDFISH PROCESSORS

{Based on 1968 holdings)

1. Cod fillets 300 692 192 1,184
2. Cod blocks 2,900 750 362 4,012
3. Haddock fillets 100 531, 90 721
4. Haddock blocks 9 427 45 481
5. Ocean Perch fillets 325 757 608 1,620
6. Ocean Perch blocks 120 124 115 359
7. Flounder fillets ‘ 570 565 165 1,300
8. Flounder blocks 260 70 75 405
TOTAL 4,584 3,916 1,652 10,152
2 of
Total
Cod (fillets & blocks) 3,200 1,442 554 5,196 50
Haddock (fillet & blocks) 109 958 135 1,202 12
Ocean Perch (fillets &
hlocks) . 445 881 723 2,049 20
rlounder (fillet & blocks) 830 635 240 1,705 17

($000)

New- Maritime
foundland Provinces Quebeac Total

Tt will be seen that to finance inventories of
fillets and blockslof Cod, Haddock, Ocean Perch and
Flounder, about $10 to $11 million would be reqﬁired at
the 1968 preduction and inventory levels, O0f this,
approximately $5.2 million or 50% will have to be used

to hold Cod (fillets and blocks) inventory: $1.2 million
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(12%) for Haddock, $2.0 million (20%) for Ocean Perch
and %1.7 (17%) for Flounder. In order to arfive at the
above-mentioned figures relating to the amount of
inventory financing required, average monthly as well
as average peak period inventories were used. In
calculating dollar value inventory figures, the
following average processing costs._ . on a per pound

basis were used:

Average Procesgsgsing
Cost Per Pound

{(cents per 1b.)

Cod fillets 27
Cod blocks 26
Haddock fillets 30
Haddock blocks 27
Ocean Perch fillets 25
Ocean Perch blocks 23
Flounder fillets 33
Flounder blocks 30




. ~201-

The limited nature of freezing facilities, and

the sub-standard quality of many existing freezing

facilities constitute a constraint on the production

of quality products, and also on the introduction of

new products, such as I.Q.F., by almost all Atlantic

as well as tunnel freezers are required.

Additional plate freezers

ers would readily increase their volume of I.Q.F.

production if only they had the suitable tunnel freez-

Tunnel freezers cost about $60,000 and plate

freezers about $15,000 to $20,000. With the present

it is difficult for plants to

finance such capital expenditures, no matter how

urgent and advantageous they might appear to be.

Nature of Existing Facilities and Requirements

Some of the Groundfish processing enterprises

on the Atlantic Coast that were interviewed during

our market survey gave the following information

regarding their existing facilities as well as fubure

requirements. This summarized information is presen-

ted here with a view to give an idea of the adequacy

or otherwise of existing facilities:

Additional Requirements

Many export-

1 Blast freezer
1 Bait freezer

2 Plate freezers
1 Plate freezer

Several tunnel freezers

4, FPREEZTING FACILITIES
4.1 Problems With Regard to Freezing:
Coast Groundfish exporters.
ing facilities.
cost-price squeeze
4,2
Plant Existing Facilities
1. 4 Tunnel freezers
1 Plate freezer
2. n.a.
3. n.a-
4, Would like to increase
freezing volume by
250,000 lbs.
5. Would like to increase

freezing ivolume by
1 million lbs.

Several tunnel freezers
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Plant Existing Facilities

6. Recently completed an expan-
sion programme -~ facilities
adegquate.

7.

B. 9 Plate freezers and 2 blast
freezers in operation in the
2 plants operated by the same
company .

5.

10. Present freezing capacity is
45,000 lbs. of fillets per day.

11.

1z2. 2 blast freezers in opera-
tion - facilities adequate.

13.

14, Some facilities exist for
I.Q.F. freezing - but the
gquality of freezing is
poor; hence the product
guality is poor.

15. n a

le. Generally inadequate.

17, Existing facilities
adequate - added 2 plate
freezers in 1968,

18, Freezing is contracted out at
90¢ per 100 lbs. (for
freezing and boxing) -
no facilities within
the premises.

19. Existing facilities

inadequate -~ presently
6-8 plate freezers in
operation.

Additional Requirements

nil

Existing facilities inadequate
and antiquated: therefore freez-
ing is dore coumorcially at
other plants,

nil

I.Q.F. freezing facility

is inadequate, existing size
of plant does not warrant a
tunnel freeger,

Would like to increase to
60,000 lbs. of fillets per
day.

Needs freezers for I.Q.TF.

Not enough freezing tunnels:
particular types of freezing
required for sophisticated
products such as I,Q.F.

l additional plate freezer
required.

1 additional plate freezer
required.

Would like to introduce
liquid nitrogen freez-
ing at a reasonable cost.

Would like to have freez-
ing facilities within the
premises,

In order to diversify
production and to have a 12
month operation, additional
freezing facilit

also to develop side products
such as Cod roes, herring
roes, etc.
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Plant Existing Facilities Additional Reguirements
20. Present facilities are Would like to add 3
inadequate - fillets additional plate freezers.
and blocks taken to
another plant for freez~-
ing purposes. Presently
3 blast freegers in
operation.
21, Present facilities adequate-
2 blast and 4 plate freegzers
in operation.
22. - Needs 2 blast freezers.
23, Unable to operate blast
and plate freezers at the
same time; also problems
of ice shortage,
also fresh water shortage.

24, Lack of fresh water supply 1 blast freezer required
25. Only blast freezers in One Dryer required - also
operation. a plate freegzer.

26. n a Existing  capacity to be

doubled.
27. Existing facility Needs 1 additional plate
inadequate. freezer.
28, Existing facility Needs 3 more plate freezers.
inadequate.
29, 2 blast freezers in

operation - existing
facility adequate.
It will be noted from the foregoing that the
provision of additional freezing facilities of the
required type is a must for

(a) diversifying the product line (this is necessary

in view of the continuing depressed market condi-

tions for the commodity items of Grouﬁdfish); and
{b) increasing the length of plant operation: improv=-

ing the guality of existing facilities is also

required to allowthe production of quality products.

There are also problems arising from ice
and fresh water shortages, although the latter is not

a8 .serious as the former.




W~ U e oo

26.
27.
28.
29.

With regard to
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I1.Q.F. freezing, the crux of the prob-

lem is to design a suitable low cost plate freezer

which would be capable of handling the existing small
volumes of Groundfish plants. The presently available
1.0.F. freezers require a minimum of 40,000 lbs. to
50,000 1bs. of fillets per day to make it worthwhile

and this is not suitable to the small volume plants,

Tdeally, a low volume, low-cost freezer is required.

During our survey it was possible to obtain the
i

following detailed information about the size of

freezing operations in the Province of Newfoundland

{1967 data).

Location

Burin
Treppassey
Isle aux Morts
Catalina
Port aux Choix
Twillingate
S5t. Anthony
Grand Bank
Bonavista

8+. John's
LaSCTIRE

Harbour Grace
Fermeluse

Port Degrave
Witless Bay
Dildo

St. Brides
Burged

Ramea
Gaultois
Fortune
Lewisporte
Englee

Rose Blanche
Hr. Breton
Curling

St. John's
Carbonear
Mooring Cove

Daily
Number of Capacity - (lbs.)’
Year' Plate (based on
Installed preezers 10 hr. operation)
1942 8 60,000
1954 6 45,000
1940 4 35,000
1957 = 50,000
1954 3 40,000
1960 3 32,000
1961 5 25,000
1955 7 70,000
1939 7 70,000
1967 3 44,000
1960 5 65,000
1950 7 50,000
1950 7 50,000
1962 4 35,000
1954 7 40,000
1956 2 10,000
19605 7 40,000
1946 4 40,000
1943 3 26,000
1852 3 30,000
1953 6 60,000
1951 1 10,000
1941 2 15,000
1962 4 50,000
1962 4 50,000
1955 1 18,000
1962 1 10,000
1964 2 30,000
1967 8 80,000

TOTAL 1,185,000
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COLD STORAGE FACILITIES

The extent as well as the nature of cold stor-
age facilities need improvement. Most plants require
additional cold storage facilities within their own
premises. As shipments cannot be made as fast as
production, there is need for cold storage which is
able to hold products at the mnmecttémperatures.

The comments received during our survey of the Atlantic
Coast indicate that for many processors, the lack of
adequate storage space as well as the poor quality

of existing facilities were a handicap in their overall
marketing effort. Often the existing facilities were
handicapped because of inadequate insulation, low
ceilings, etc., and because of the antiquated nature

of these facilities, fork lifts and pallets could not
be used. Therefore new storage buildings were

needed by many processors. The processors found many
risks in storage including damaged cartons,. deterior-
ation of guality in storage, etc. Some exporters were
obliged to sell (export) in small lots because of the
lack of cold storage space to hold products. Most

cold storages had difficulty in maintaining temper-
atures at the desired level.

Costs of storage on the Atlantic Coast ranged
from 30¢ per 100 1bs. to 28¢ per 100 lbs. for the
first month and 20¢ thereafter (Canadian funds).

The cost of storage in the U.S. was generally
32¢~35¢ per 100 lbs. for the first month and 20¢
thereafter (in U.S. funds).

The following tables give the number of cold
storage warehouses, freezing and storing fishery

products in the U.S.




1958
1959
1960
1961
1962
1263
1964
1965
19606
1967
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New Mid South WNorth Noxrth

Eng— Atlan~ Atlan- Central Central South

land tic tic East West Central Pacific Total
42 45 33 35 25 ‘ 55 47 282
39 42 30 37 22 52 59 281
43 37 29 35 22 49 56 271
42 39 31 36 23 51 45 267
42 39 31 - 36 25 50 45 268
37 40 46 38 24 51 45 284
40 41 48 43 24 54 48 298
42 37 46 42 24 51 49 291
43 39 46 42 24 52 49 295
43 40 41 41 23 52 48 288

Table 124 provides details concerning freezing

and storage capacities available from processors in

the Province of Quebec in 1967. As will be seen,

during 1967, the total freezing capacity was 406 tons; the

storage capacity, expressed in cu. ft. was 256,986.

Table 125 gives details of freezing and cold

storage rates in the Province of Quebec.

Table 126 gives a brief description of the public

and semi-public cold storages in New Brunswick.

Similar data fop Nova Scotia was not readily available.

The following figures relating to storage capacity

(in 1lbs.) was collected during our suxrvey

in Newfoundland.

Storage Capacity in Newfoundland, 1967

(lks.)
1. Burin 3,500,000
2. Treppassey 500,000
3. Isle aux Morts- 600,000
4, Catalina 2,250,000
5. Port aux Choix 750,000
6. Twillingate _ 1,250,000
7. St. Anthony 2,000,000
8. Grand Bank 850,000
9. Bonavista - 2,000,000
10. B8t. John's 2,680,000 '
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11. LaScie 4,000,000
12. Harbour Grace 7,000,000
13. TFermeuse 3,000,000
14. DPort De Grave 2,000,000
i5. ﬁitless Bay ' 2,500,000
l6. Dildo 500,000
17. St. Bride's 2,000,000
18. Burgeo 900,000
1%, Ramea 830,000
20. Gaultois 900,000
21, Fortune 750,000
22. lLewisporte ' 100,000
23. Englee 700,000
24. TRose Blanche 500,000
25. Hr. Breton 2,000,000
26. Curling 700,000
27. S8t. John's 50,000
28. Carbonear 1,775,000
29. Mooring Cove 3,000,000
TRANSPORTATION

Most exporters in Newfoundland, Nova Scotia, New
Brunswick and Prince Edward Island find transportation
facilities adequate. However, transportation consti-
tutes a problem to the Quebec Groundfish exporters
They have found it exceedingly difficult to get timelytruck
transporation at reasonable rates,

Refrigerated trucks were the most common form of
transportation to the market for Nova Scotia, New Brunswick,
and Prince Edward Island and Quebec. The Newfoundland
processors rely mostly on refrigerated ships. Transpor-
tation costs have not undergone any radical increases
in recent years.

In Nova Scotia, the weight restrictions on highways
present some difficulties to the fish processors trying
to get their fishery products to the market as rapidly
as possible. This has lead to some increase in transpor-!
portation costs. Railroads do not have proper acéess to the

fish processing companies. Trucks normally take about
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8-10 héurs to reach the Boston market from the Maritimes, Most, if not
all firms use commercial trucking companies, although one or two processors
have their own fleet of trucks. "Own" trucks are generally used for
internal transportation. The cost of transportation generally is $1,80
per 100 1ba, to Boston from the Maritimes and $2.00 per 100 1bs, for
other areas close to New England., The Nova Scotia exporters ship about
80% of their exports by truck and the rest by boat. The minimum weight
fequirements for loads on boats are:

$1.18 per 100 1bs. for a minimum of 1 million 1lbs.

$1.23 per 100 lbs. " 500,000 1bs.

$1.34 per 100 lbs. " 200,000  lhs.

Traneportation costs for fillets are marginally higher than for frozen
blocks. For example, the Newfoundland exporters pay $2.20 to $2.40 per
100 1bs. of fillets and I.Q.F. by beat, for transportation to New England,
as compared with $1.55 to $1.75 for 100 lbs. of {alocks. There is no marked
differential advantages in terms of transportation cost betwsen the five
Atlantic Coast provinces, except that Newfoundland ships mostly by boat and
the minimum weight requirements appear to have more importance,

On the whole, transportation aspécts do not constitute a problem in the
marketing of Groundfish, at least in terms of the adjustments that have been
made by the Atlantic Coast producers. For example, the Newfoundland producers
experience no transportation problems with their existing product line,(If
they were to attempt to market fresh however, they would meet serious
transportation difficulties.) In many senses the nature of the Atlantic Coast
Groundfish industry represents an adaptation to transportation problems. That
current problems are so few indicates the success of the adjustment, not
necessarily the lack of a fundamental pfoblem.

QUALITY OF LABOUR AND MANAGEMENT

The Groundfish industry has found it increasingly difficult to attract
young and talented people both on the plant level and the managerial level,
At the plant level, the labout available has little or no skills., At the

managerial lsvel, the industry has not been able to
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attract professionally trained young people. Further, there is a general
lack of functional division of managerial labour. That is, as a rule,
several managerial functions such as sales, accounting; plant administration
etc., are carried out by one Andividusl. Marketing as a function does not

seem to be well defined or recognized by many processor-exporters,

Number of exporters Number of exporte}s
with a recognized without a recognized
marketing fqution marketing function
Nova Scotia 3 8
Newfoundland 2 =)
Few Brunswick 1 3
Prince Edward Island 1 -
Quebec 1
8 22

Presently, there is little or no market and marketing research done
at the exporter level on the Atlantic Coast. Because of thelir small size,
it. is not possible for individual exporters to employ marketing research

gtaff.
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SECTION XI

U.S. TARIFFS AND ATLANTIC
COAST'S GROUNDFISH TRADE

L. INTRODUCTION

In a marketing étudy such as the present one, it is
essential to take a look at the tariff as well as non-tariff
barriers facing the Atlantic Coast exporters in their prin-
cipal export market. In this section, therefore, an attempt
has been made to examine (a) the U.S. tariff dutieg - present
and proposed - applicable to imported Groundfish products
and the effectiveness of such duties; and (b) the impact of
a possible elimination of U.S. tariffs upon the nature
and magnitude of Groundfish processing operations on the

Atlantic Coast.

2. U.5. RATES OF DUTY ON GROUNDFISH PRODUCTS

The following table presents the applicable rates 6f
U.5. duty on selected Groundfish products, taking into
account the proposed tariff reductions ﬁnder the Kennedy
Round (U.S. funds).

Fresh & Frbzen
Fillets of Cod,

Cusk, Haddock, Flat Fish 57/ Other

Frozen Blocks Hake, Pollock Fillets & Fish Sticks Sticks &

and Slabs & Ocean Perch Blocks & Portions Portions

Z per lb. ¢ per 1b. #¢ per 1lhb. {ad vglorem)@d\al%rem)

1967 1.0 2.5 1.5 20 30
1968 0.8 2.5 1.0 18 27
1969 0.5 2.5 0.9 16 24
1970 0.4 3.5 0.5 14 21
1971 0.2 2.5 0.5 12 i8
1872 Free 2.5 Free 10 15

It will be noted from the above that while the duty on
fillets will continue to remain at the present level, the

duty on Fish Sticks and Portions will undergo a 50% decline

51/ Neither cooked nor in oil.
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during the 1967-72 period. Similarly frozen blocks
and slabs which were liable to a duty of 1 cent per 1b. in
1967, will be free of duty by 1972. The duty on Flatfish
fillets and blocks have declined from 1.5 cents per 1b. in

1967 to 0.9 cents per lb. in 1969; this duty is expected

to be eliminated by 1972. Presently, the duty on uncooked

Sticks and Portions is 16% ad valorem and on "other" Sticks
and Portions (cooked, breaded, etc.), 24% ad valorem.
These duties would decline to 10% and 15% (ad valorem),

respectively, by 1972.

U.S. INSPECTION REQUIREMENTS

The following items of frozen fish fillets are eligible
to have the U.S. Inspection Shield, but not to he graded
unless grading standards apply:

Haddock - Skinless and skin-on

Cod, Flounder, Ocean Perch - Skinless

Ocean Perch - Skin-on

Ocean Perch - individually frozen

Pollock, Halibut, Mackerel, Ocean Catfish, Sole; and
Whiting.

U.S. Inspection grades for the following items were

igsued on these dates:

Fish blocks October 1964
Cod fillets March 1960
Flounder & Sole fillets April 1962
Haddock fillets March 1959
Halibut steaks March 19 9
Ocean Perch fillets January 1961
Fried Fish Portions September 1963
Raw breaded portions Novembexr 1963
Raw breaded fish sticks September 1963
Fried Fish sticks September 1963

Frozen headless dressed
whiting Augugt 19266
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4. U.S5. IMPORTS OF PROCESSED GROUNDFISH PRODUCTS

During the years 1965 to 1968, U.S. imports of Ground-
fish fillets and blocks of Cod, Haddock, Flounder and Ocean
58/

Perch in relation to imports of processed~ Groundfish pro-

ducts were as follows:

U.5. Imports of Fresh U.S. Imports of
& Frozen Groundfish Fish Sticks and
fillets & blocks Portions
(000 lbs.) (000 1bs.)
1965 315,300 277
1966 345,100 383
1967 312,600 394
1968 429,000 878 (valued at
$334,000)

Of this 878,000 1lbs. of imported fish Sticks and Portions

871,000 1lbs. or 99.2% originated with Canada.

U.5. Apparent

U.S. Imports of Consumption of Imports as %
Sticks & Portions Sticks & Portions of Consumption
(000) lbs. (000) 1bs.

1958 " 56 81,857 ' .07

1959 41 97,302 .04

1960 211 111,519 .18

1961 493 128,743 .38

1962 325 150,173 .22

1963 377 172,267 .11

1964 210 185,617 11

1965 277 217,105 .13

1966 384 . 223,069 .17

1967 400 238,600 .17

1968 878 261,578 .34

It is reasonable to assume that the basic reason for
this almost insignificant volume of processed fish Sticks
and Portions imports into the U.S. is the effectiveness of
U.5. tariffs, and to some extent, the non-tariff barriers,
such as purchasing policies and the interpretation and

enforcement of Food and Drug Inspection regulations. Early

Eg-/Excludes U.S. imports of fishery products classired as Fish

N.E.S., prepared and/or preserved.
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in 1969, the processed products of an Atlantic Coast
exporter were rejected by the U.S. Food & Drug authorities
on thxee occasions despite the f;ct that it satisfied the
severe tests of Canadian Inspection authorities. In 1965,
imports of Fish Sticks and Portions constituted 0.13% of
total U.S. consumption of Sticks and Portions. The corres-
ponding share of imports in 1968 was 0.34%., The factrthat
only 0.34% of the total apparent consumption of fish sticks
and portions in the U.S. is met from imports is indicative
of the effectiveness of the tariff and other barriers. In
fact, it would appear that the effective tariff is higher
than the nominal tariff. In contrast, it will be noted that
the share of U.S. imports in the total disappearance of

other Groundfish products was as follows:

U.8. Imports as % of
Total Disappearance in

1968
Fresh & Frozen Cod Fillets 75
Fresh & Frozen Haddock Fillets 36
Fresh & Frozen Flounder Fillets 42
Fresh & Frozen Ocean Perch 69
Blocks & Slabs 100
Fish Sticks & Portions 0.34

Between 1967 and 1968, the U.S. duty on uncooked
Sticks and Portions declined from 20% ad valorem to 18% ad
valorem and the duty on cooked and breaded Sticks and
Portions from 30% to 27%, ad valorem. During 1966-67,
imports of Fish Sticks and Portions into the U.S. increased
by only 11,000 1bs,. (383,000 lbs. in 1966, and 394,000 1lbs.
in 1967). However, during 1968, U.S. imports of Fish
Sticks and Portions more than doubled, tha£ is, from 394,000
lbs. in 1967 to 878,000 lbs. in 1968, an increase of 484,000
lbs. (or 123%). Probably, the 10% reduction in the ad
valorem duties on Fish Sticks and Portions gave the Canadian

exporters a slightly higher competitive edge than they had
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before the ad valorem duty declined. The following table
provides details on the U.S. imports of Sticks and Portions

by country or origin.

U.S. IMPORTS OF FISH STICKS AND PORTIONS

(000 lbs.)
1965 1966 1967 1968
TOTAL 277 100.0 384 100.0 394 100.0 878 100.0
CANADA 255 92,0 362 94.1 392 99.4 871 99.%
MEXICO 2 0.7 16 4.2 - - - -
HONG KONG 20 7.3 2 0.6 2 0.5 - -
W.GERMANY - - 4 1.1 - = 4 0.4
JAPAN - - - - 1 0.1 - -
5. THE U.S. MARKET FOR FISH STICKS AND PORTIONS
U.s. % U.S. App. % Per Capita
Year Prcduction Change Consumption Change Consumption
(000 1bs.)} (000 1bs.) (1bs.)
1958 82,801 81,857 0.470
1959 97,925 18.3 97,302 18.9 0.547
1960 114,523 16.9 111,519 14.6 0.625
1961 129,671 13.2 128,743 15.4 0.703
1962 150,895 16.4 150,173 16.6 0.807
1963 173,946 15.3 172,267 14.7 6.912
1964 179,887 3.4 185,617 7.7 0.969
1965 222,947 23.9 217,105 17.0 1.120
1966 227,932 2.2 223,069 2.7 1.144
1967 232,300 1.9 238,600 7.0 1.205
1968 270,700 16.5 261,578 9.6 1.308

During the 1958-68 period, the total U.S. apparent
consumption of Fish Sticks and Portions increased at an
average annual rate of 8.2%; production at the rate of 8.5%;
and per capita consumption by 6%.

The following table shows the‘relatioﬁShip between the
U.S. disappearance of frozen blocks and slabs and the U.S.

production of Fish Sticks and Portions during 1958-68.



1958
1959
1260
1961
1962
1963
1964
1965
1966
1967
1968
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~U.S8. Disappearance

Production of

Production as

o,

]

of Blocks Sticks & Portions of Disappearance
(000 1bs.) (000 1bs.) %
71,764 82,801 115.4
78,780 97,925 124.3
88,843 114,523 128.9
126,959 129,671 102.1
138,493 150,895 109.0
153,791 173,946 113.1
173,953 179,887 103.4
200,317 222,947 111.3
214,663 227,932 106.2
198,600 232,200 116.9
247,200 270,700 109.5

The production of Fish Sticks and Portions appears to
be on the average 10% more than the yearly disappearance

of Fish Blocks and Slabs, on account of the added weight

from breading, oil and batter.

The production of Fish Sticks and Portions in the

U.S5. is distributed primarily among the following 20 U.S.

plants (under continuous U.S. inspection).

Booth Fisheries
Boston Bonnie Packers
Commodore Foods Inc.
Empire Fish Co.

Frionor Kitchens

The Gorton Corporation
North Atlantic Fish Co.
O'Donnel Usen Fisheries
Cold Water Sea Foods
Iceland Prcducts Inc.
Dolphin Sea Foods Inc.
Fish King Processors

40 Fathom Fisheries
Neptune Sea Foods Inc.
Ocean Products Inc.

Rupert Fish Co.

Sea Pak Corporation

Sea Pass Corporation
Teddy's Frosted Foods Inc.

Mrs. Pauls Kitchens

Portsmouth, N.H.
Trillingway, Boston, Mass.
Lowell, Mass.
Gloucester, Mass.

New Bedford, Mass.
Gloucegter, Mass.
Gloucester, Mass.
Gloucester, Mass.
Cambridge, Md.

Camp Hill, Pa.
Cleveland, Ohio

Los Angeles, Calif.
Rockland, Me.

Los Angelés, Calif.
Dover, Fla.

Los Angeles, Calif.
St. Simons Island, Ga.
St. Louis, Mo.
Highland, N.Y.
Philadelphia, Pa.
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In terms of the total number of plants, there were in

all about 48 plants producing Sticks within the U.S. in

1967, as follows:

Atlantic Area
Interior & Gulf

Pacific Area

The situation with respect

Atlantic Area
Interior & Gulf
Pacific Area

28
9

14

51

% of %2 of
Number Total Production Total
(000 1lbs.)
25 52 59,401 80
9 19 5,490 8
14 29 8,990 12
48 100 73,881 100

to Fish Portions was as follows:

55 93,836 59

60,238 38
27 4,318 3
100 158,392 100

Thus, most of the Figh Sticks are produced in the

Atlantic States; however, i

n the case of FPish Portions,

Interior and Gulf States also are important centres of

production.

Employment in Fish Sticks and Portions manufacturing

in the U.8. was:

Year

1963
1964
1965
1966

Year
1964

1965
1966

2,599
2,925
3,289
3,658
Employment in Fillets/Steaks
Processing
1,900
1,583
1,699

According to a recent study by the U.S. Dept. of

the Interior, the following was the hourly wage rate in

the U.S. Fish Processing Plant (in U.S. funds)



Jan.
Feb.
Mar.
Apr.
May
June
July
Aug,
Sept.
Oct.
Nov.
Dec.

1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969

Packer

$

S 1.20
1.25
1.25
1.33
1.40
1.45
1.65
1.73
1 80
1.95
2.04
2.12
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General
s Helpers Cutters
$ $
1.50 1.71
1.55 1.76
1.55 1.76
1.63 1.84
1.75 1.91
1.80 1.96
2.00 - 2.16
2.08 2.24
2.15 2.31
2.30 2.46
2.39 2.55
2,47 2.63

THE CANADIAN PRODUCTION OF FISH STICKS AND PORTIONS

The total Canadian freezings of Fish Sticks and
Portions during the 12 months of 1968 was 8.2 million 1bs.
The following table indicates the production and sales

pattern of Sticks and Portions in Canada, on a monthly
basis (1968 data).

Stocks Beginning

Freezing

]

‘Stocks End Sales During

of Month During Month of Month Month

(000's 1bs.) (000's 1bs.) (000's 1bs.) (000's 1lbs.)
1,293 251 1,089 455 -
1,089 799 1,139 749
1,139 829 1,276 692
1,276 442 1,057 661
1,057 422 1,110 369
1,110 875 1,449 536
1,449 667 1,411 705
1,411 612 1,415 608
1,415 948 1,627 736
1,627 919 1,667 879
1,667 954 1,859 762
1,859 505 1,508 856

Thus, during 1968 the total sales of Fish Sticks and
Portions in Canada were over 8 million lbs.

lbs. {(about 11%) were eberted to the U.S.

8,005

of which 871,000

About 90% of the

production of Fish Sticks and Portions in Canada were sold

in the domestic market.

It is interesting to note that while Canada exported

{Table 127).
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only 871,000 lbs. of S5ticks and Portions into the U.5. in
1968, the volume of exports to the U.S. of frozen blocks
and slabs was 106 million; that is, Canada's exports of
blocks were over 100 times the volume of its exports of

Sticks and Portions.

Canadian Exports of Canadian Exports of
Blocks into the Sticks and Portions
U.S. into the U.S.
(000 1bs.) (0600 1lbs.)
1965 119,800 255
1966 98,000 362
1967 96,000 392
1968 106,200 871

IMPACT OF FREE TRADE IN GROUNDFISH BETWEEN THE
ATLANTIC COAST AND THE U.S.

The following discussion considers the impact on the
Atlantic Coast Groundfish industry of a possible elimina-
tion of U.S. duties on processed Groundfish products. The
émphasis of the analysis will be on the extent to which
elimination of U.S. tariff on processed products would
help in increasing and/on commencing processing activities
on the Atlantic Coast. It is useful to begin by assuming
that such a tariff reduction would have substantial
benefits for the Atlantic Coast‘Groundfishery. The manner
in which this is likely to come about would be ag follows:
the elimination of duties in the U.S. would enable the
Atlantic Coast exporters who presently export only fresh

and frozen fillets and blocks to engage in a greater degree

of processing or value added operations. Instead of

exporting large quantities of frozen blocks and slavs, and
a small guantity of Fish Sticks and Portions into the Uu.s.,
the Atlantic Coast producers would try to export a
relatively larger quantity of fish sticks and ‘portions and
a smaller qﬁantity of frozen blocks and slabs.  The mix of
production and exports would, thus, undergo a substantial
change, thereby implying a shift in production centres from

the U.S. to the Atlantic Coast and also to other Groundfish
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block supplying countries such as Iceland, Denmark &
Greenland, Norway, Poland, West Germany, etc. To enable
such a shift in the centres of production, the Atlantic
Coast Groundfish processors would have to have

(a) adequate machinery & equipment for processing Sticks
and Portions (including machinery for cooking and breading);
(b) adequate working capital; (¢) capital for plant
expansion and modernization including cold storage and
freezing facilities; and (4} skilled plant personnel to
handle the new processing operations. A shift from
exporting blocks to processing Sticks and Portions would
undoubtedly involve a good deal of preparatory market and
marketing channel development work in the U.S. It would
mean that the Atlantic Coast exporters will have to compete
with their traditional buvers with established marketing
channels at the wholesale distributing level. The
Atlantic Coast processors will, necessarily, pack (to
begin with, quite a large portion of their production)
under the labels of several wholesale distributors and or
chains in the U.S. Further, they will have to conform to
the U.S. quality standards, partiéularly that of the U.S.
rood and Drug Administration. To ensure this, they will
be required to step up their guality control operations
beginning with the landing stage up to the export level.
Further, the Atlantic Coast exporters will have to actively
develop and promote their own brand and quality image in
the U.S. and back-up such an image with proper advertising
and promotion aimed at stimulating primary demand at the
various marketing levels. Undoubtedly, a marked shift of
the production of Sticks and Portions from the U.S5. to the
Atlantic Coast and other countries would spell the demise
of a number of established U.S. processors. It is
difficult to conceive of such a possibility on practical

grounds. However, in the following pages an attempt has
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been made to assess the potential benefits that would acerue to the
Atlantic Coast from a total elimination of U.S. tariffs.

Production Costs on the Atlantic Coast and in the U.S.

In order to evaluate the impact of a possible elimination of
tariffs on processed fishery products (e.g. Fish Sticks and Portions)
in thelU.S. on the Atlantic Coast Groundfish processing operations,
it is essential to take a look at the relative production costs in
both countries. The per cent distribution of processing costs in

1968 was:

See next page
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Percent Distribution of Processing Costs

12-14

oz. Fish Stick

Raw Material

Breading, 0Oil &
Batter

Net Raw Material
Packaging
Labour

Overhead

Other

The net effect

on the magnitude of

%

50.3

11.9
62.5
8.5
8.5
12.6

100.0

12=-9 pz. Fish Sticks

3

52.3

12.3
65.1
7.9
8.0
11.7
7.3
100.0

of a tariff elimination in the U.S.

processing operations on the Atlantic

Coast would depend upon the cost advantages of shifting

production centres from the U.S. to Canada. In order for

the production centres to shift from the U.S. to the

Atlantic Ccast, there must be definite advantages in terms

of at least some elements of processing costs. For example,

it is likely that the Canadian processors will have the

advantage of (a) chaper raw material, cheaper by the cost

of transportation to the U.S., and (b) cheaper labour.

Wages are at least 20% - 25% lower on the Atlantic Coast

than in the U.S. and as such, would constitute an advantage.

On the other hand, the transportation of finished products

from the Atlantic Coast to the U.S5. would be an additional

cost. Similarly, costs will have to be incurred by the

Atlantic Coast exporters to develop the necessary market

contacts and marketing channels, brand image, etc. This

would represent additional costs.

In order to commence Groundfish processing operations

on the Atlantic Coast, therefore,

the Canadian producers

will have to be at last as efficient as the U.S. processors.

Assuming that production technologies are alsmost identical

in both countries, the cost advantage to the Canadian pro-

cessor over his U.S. counterpart would be as follows:
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(a) The raw material costs of the Canadian processor would
be lower than that of the U.S. pProcessor by at least the cost
of transportation and insurance. for the U.S. plant en-
gaged in the manufacture say, of 12-14 oz. Fish Sticks, the
input of Cod Blocks was 8.30 lbs. at 0.21100 per 1b. (ex-
clusive of duty or .22788 cents per 1lb. in Canadian funds).
If we deduct transportation and insurance, the price per

lbs. would be as follows:

Ced Blocks
in the U.,s.
{(ex factory)

U.5. Funds Canadian Funds
0.21100 0.22788
Less transportation
& Insurance 0,01850 0.02000
0.19250 0.20788

Assuming other raw material costs and inputs to be more or
less the same, it can bhe seen that the Canadian processor
will have his raw materials about 8.8% cheaper than his
U.5. counterpart.

Besides cheaper raw materials, the Canadian processor
would also enjoy the advantage of cheaper labour, by about
20% to 25%.

The direct labour costs for 12-14 oz. Fish Sticks are
31 cents (U.S8. funds) or (33.4 cents Canadian unds) for
an efficient U.S. processor. Assuming the amount of labour
inputs to be the same on the Atlantic Coast and in the U.5.,
the total labour costs for 12-14 oz. Fish Sticks would be
22% cheaper, that is 24 cents (U.S. funds or 26 cents
Canadian funds}).

It is not likely that the processor on the Atlantic
Coast will have any other additional cost advantages

vis-a-vis their U.S. counterparts.
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It will be seen that as compared with the cost of
a "hypothetical" Canadian processing plant producing 12-14
Cod Fish Sticks at $3.50419 (U.S. funds), two
Canadian plants did actually incur the following costs to
produce the same item: $3.70367 (Plant 1), and $3.87487
{Plant 2) (at 21.6 U.8. cents per lb. for Cod Blocks}.

The price to primary wholesalers in the U.S. for 12-14
oz. Fish Sticks presently is running at around $5.60 (U.S.)
or $6.09 (Canadian). If one were to express the cost of
the hypothetical Canadian Plant and that of the U.S. plant
as a percent of this market price, the following ratio

would result:

Hypothetical
3.50419 Canadian 3.55049 1U.s.
5.60000 Plant 5.60000 Plant
62.6% 63.4%

The net difference is only 0.8%. Thus, on 12-14 oz.
Fish Sticks, the cost difference between a Canadian plant
and a U.S. plant would be only 0.8%. Because of this very
marginal difference in costs, in the even£ of a zero tariff,
it is difficult to see a massive shift of production of
Fish Stocks and portiohs from the U.S. to Canada. It is

most likely that even this marginal difference in costs will
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additional promotional and marketing costs that will have

to be incurred by the Canadian exporters to develop market

contacts and marketing channels.

7.2 Potential Production of Fish Sticks & Portions in Canada

If we were to assume that as a result of the elimina-

tion of all duties on processed fishery products in the

U.S., that almost 100% of Atlantic Coast's exports of

blocks were processed in the Region, then, the potential

production of Fish Sticks and Portions would be as follows:

1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968

Atlantic Coast's
Exports of Blocks

(Million lbs.)
37.8
43.2
55.3
68.2
76.1
49.5
98.7

119.8
98.0
96.0

106.2

59/

Potential Production
of Sticks & Portions

(Million 1lbs.)

45,7
52.3
66.9
82.5
92.1
59.9
119.4
145.,0
118.6
lie.2
128.5

ég/Assuming that 1 1lb. of Cod Blocks would give 1.30 1bs. of Sticks

and Portions 0.30 lbs. being breading, batter and oil.

In order

to make a case (10.50 lbs.) of 12-14 oz. Fish Sticks, the follow-
ing would be the composition of inputs:

Fish 8.30
0il 1.05
Breading 1,75
Total inputs 11.85

Finished Product
Weight 10,50
Yield loss 1.35

lbs.

1bs.
lbs.
1bs.

lbs.
lbs,.

Fish constitutes 79% of the final product and 70% of the
total input.
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If the Atlantic Coast processors were to process their
blocks into Sticks and Portions, their production in 1968
would have been around 129 million lbs. BAs against this
potential volume, the actual production of Fish Sticks and

Portions in Canada during the 1965-68 period was as follows:

Stocks

Beginning Freezings Stocks end Sales During
Date Month During Month of Month Month

(000 1bs.) (000 1bs.) {000 1bs.) (000 1bs.)
Jan. 1,293 251 1,089 455
Feb. 1,089 799 : 1,139 . 749
Mar. 1,139 829 1,276 692
Apr. 1,276 442 1,057 661
May 1,057 . 422 1,110 369
June 1,110 875 1,449 536
July 1,449 667 ‘ 1,411 705
Aug. 1,411 612 1,415 608
Sept. 1,415 948 1,627 736
Oct. 1,627 919 1,667 879
Nov. 1,667 . 954 1,859 762
Dec. 1,859 505 1,508 356

8,005

Thus, theoretically, the production of Fish Sticks
and Portions could increase from 8 million 1bs. to almost
130 million lbs. However, as a practical proposition, it
is reasonable to assume that the Canadian share of the total
Fish Sticks and Portions market in the U.5. could increase
from its present levél of about 0.34% to, say, 1l0%. TFor a
manufactured product, a 10% share of the U.5. market is
normally considered to be a reasonable performance for a
foreign supplier, i.e. 10% of 262 million 1bs. or 26.2
million lbs.

The per capita consumption of Fish Sticks and Portions
in the U.S. has increased at an average annual rate of about
6% during 1958-68. We estimate it to grow at least at the
rate of 5% during 1968-75. On this basis, per capita con-
sumption would increase from 1,308 lbs. in 1968 to 1.842 1bs.

in 1975. Total apparent consumption is estimated to increase
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from 262.0 million lbs., in 1968 to 295.4 million 1lbs. in 1970

and 396.8 million 1lbs. in 1975.

Estimated Estimated
Total App. Consumption Per Capital Consumption

(Million lbs.) 1bs.
1968 262 1.308
1969 279 1.373
1970 296 1.442
1971 316 1.514
1972 336 1.590
1973 356 1.670
1974 ' 375 1.754
1975 397 1.842

Canada's share of total apparent conumption in the
U.S. during 1965~68 was as follows:

Canadian Exports U.S5. Apparent Canadian Exports as

to the U,8S. Consumption of U.5. App.Consumption
(000's 1bs.) (000 1bs.)
1965 255 217,105 0.12
1966 361 223,069 0.16
1967 392 238,600 0.16
1968 871 261,578 0.33
lg70 14,800 (target) 296,000 (est.) 5.00
1975 39,700 (target) 397,000 (est.) 10.00

In order to obtain a 5% share of the U.S. market in
1570 (U.S. apparent consumption) Canada would have to
increase its exports from 871,000 lbs. in 1968 to 19.8
million 1lbs. in 1970, an increase of almost 1600%. ~Similarly,
in order to obtain a 10% share of the U.S. market in 1975,
Canada will have to more than double its exports between
1970 and 1975, up from 19.8 million lbs. to 39.7 million
lbs. an increase of 168%. Such increases in market shares
would undoubtedly, require extensive promotion both within

and outside the marketing channels.

Potential Employment Generation on the Atlantic Coast

The net effect on Atlantic Coast's processing operations
of a 5% share of the U.S. market in 1970 and a 10% share in

1975, can be traced as follows:
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The present level of production of Fish Sticks and
Portions on the Atlantic Coast is over 8 million lbs. Most
of this production goes to meet the domestic demand. In
order to export to the U.S. almost 15 million 1bs. of Fish
Sticks and Portions, the total production would have to be
in the range of 23-25 million lbs., assuming that the
domestic market in Canada would continue to absorb about
8-9 million bounds. The potential export volume of 15
million lbs. would require about 12 million lbs. of blocks
and 4 million lbs. of breading, batter and oil. Tt would
also require manufacturing inputs such as fuel and electri-
city, supplies, containers, etc. The potential employment that
would result from the production for export would be as follows}
60 /

Estimated Output—
of Sticks and '

Target Volume Portions per No. of
of Exports Employee Emplovees
(000 lbs.) (lbs.)
1970 14,800 62,000 239
1975 39,700 62,000 640

Thus, a 5% share of the U.S. market in 1970 would mean
creating employment on the Atlantic Coast for about 240, and
10% of the U.S. market in 1975 would generate additional

emp loyment opportunities for 400.

60/ : . .
" The output of Fish Sticks and Portions per employee in the
U.8. during 1963-66 was as follows:

1963 66,228 lbs.
1964 61,500 1bs.
1965 67,786 1lbs.
1966 62,311 1bs.
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SECTION XTI

SUMMARY

1. SUMMARY OF CONCLUSIONS

The present study stemmed from the belief that there are
shortcomings in the way Groundfish products are marketed. If the
weaknesses can be identified, it should help to provide an indication of how
the marketing process might be improved. The problems identified
the conclusions embodied in this report can assist in making
progress toward a more efficlent organization of the entire Groundfish
marketing activity.

A number of problems with respect to Atlantic Coast's Groundfish
marketing in the United States has been identified in this report.s Théylare
dealt with under the following five headings:

(a) the international nature of the marketing problem;

(b) problems with respect to the marketing system;

(c) problems in market developmentj

(d) problems in product development; and

(e) problems in marketing support services.

In summary, the maln problems confronting the Atlantic Coast
‘groundfiah industry are:

a. the intensive competitive international environment
surrounding the marketing operationg

b. structural inadequacies as evidenced by fragmented
and wegk selling on the Atlantic Coast vis—a-vis
concentration in buying in the United States; also
financial weakness as indicated by under-~capitalized
processing and exporting operations together with
stringent credit limits leading to distress sales in the

U.S. market at below cost Prices;
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cs lack of information on the day-to-day situation with

respect to purchases, sales, stocks by sizes and

species, consigned stocks vs. purchased stocks, also

the lack of adequate information on the production and
supply situation in major supplyihg countries, the

timing of sale, the growing and declining market segments
and products in major export markets, etc.; and

d. inadequate freezing facilities (e.g. I.Q.F. freezing

facilities) and cold storage space limitations and the
gsomewhat poor quality of existing facilities.

Any programs aimed at improving the Groundfish marketing
operation on the Atlantic Coast must take into account the international
nature of the problem and the limited effectiveness of purely national
policies.

In view of the international milieu surrounding the Grdundfish marketing
operation, any attempt to seek a solution purely within the confines of
domestic actions and policies within a single producing country is unlikely
to yield the desired results. Thus, simultaneous action both on an intra-
national and inter—national level is desirable.

The demand outlook for groundfish in the U.S. during the
short-term, medium-term and long-term period is quite good. However, the
supply of Groundfish in six selected countries that normally export to the
U.S. market (Canada, Iceland, Norway, Denmark and Greenland, Poland and
West Germany) is expected not to exceed 15% over the 1967 production level.

This would indicate that during the nineteen seventies, there
should be growing pressures om a limited Groundfish supply resulting in an
improvement in the price situation. However, in the short run, and particularly
during seasonal periods, supply conditions particularly in Cod and Oceén
Perch are likely to inject an element of instability in prices, unless
remedial measures are taken to regulate the flow of supply in relation to

market demand.
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On the Canadian Atlantic Coast, presently, there are two

programs in operation with respect to frozen Groundfish. These are:;

(a) the Working Capital Loan Program of the Federal Department of Fisheries

and Forestry; and (b) the Purchase Program of the Fisheries Prices Support
Board. Both are effective attemp£s to remedy two of the basic and long-standing
weaknesses in marketing, viz., lack of inventory financing and distress salés
(at below cost prices) and consighment sales.

It would appear that, for a more permanent solution to the probléms,
it is desirable to have additional policies and programs. An optimum
solution of the Groundfish marketing problem requires a co—ordinated program.
embracing: (a) the marketing system; (b) market development; (c) product
development; and (d) marketing support services.

Congultations among internatlonal Groundfish suppliers to the
U.S. market should be continued in order to facilitate the exchange of useful
marketing and production_information‘ The present fragmented marketing
system makes it difficult for Canada to speak with omne voice in internatiocnal

discussionse.

What seems to be required is greater attention to the following
aspects of Groundfish marketing and more coordination in the exercise of

service functions by existing Government Departments:

Purchase and Sale of Fishery Products

— to prevent dilstress sales and to stabllize depressed

production costs of efficient Atlantic Coast processors.

Supply Management Coordination

|
market prices at a level equivalent at least to the
- To suggest to exporters a suitable plan for the gale

of commodity items to the U,S5., limiting if necessary the

the flow of shipments during the season by a femporary ‘

purchase storage program.
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Working Capital Provision

~ to provide working capital leoans for prescribed periods to
processors and exporters, as necessary, (this could be
operated on the same lines as the 1969 working capital loan
program of the Dept. of Fisheries and Forestry).

Marketing Intelligence

— to undertake on a continuing basis short~term, medium—term and
long—term assessgments of supply and demand conditioms affecting
the Groundfish industry both on the Atlantic Coast and in
competing countries in order to enable marketing planning
at the industry and governmental level and to render advice
to exporters concerning market opportunities, profitable
marketing channels, desirable product mix, quality and
packagiﬁg-conaiderations, etc,
Promotion
To stimulate the demand for fishery products in general and
for specific items of Groundfish fillets in export markets. Promotion would
include trade and consumer education, point-of—sale displays, marchandising
stimulation, etc. The bulk of responsibility in this field would be with
industry, the proposed body could only hope to stimulate.

Quality Control

Quality control should be excercised all the way from the
point of landing to the final consumer level standardisation of quality and
packaging are essential prerequlisitesto an effective market development

Progranme.

All of these functions can be carried out possibly without
incurring any additional expenditures through the existing facilities of
the various federal government departments, as for example, the Dept. of
Fisheries and Forestry, Fisheries Priées Support Board, Dept. of Industry,

Trade and Commerce, Dept. of External Affairs, etc.
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Technological research should be continued and strengthened in
order to improve catching and freezing at sea; also to improve handling,
processing and freezing and to develop new products.

Discussions should be initiated by the Government with the
Atlantic Groundfish industry concerning an overall programme of product
development compatible with consumer needs and preferences. A continuing
program of consumer research should be initiated.

New product lines should be explored to give tﬁe consumer a wider
choice. The Atlantic Coast producers should develop a product planning
programme to reduce their dependence on traditional'broducts such as 1 1b.
and 5 1b. cello~wrapped packs and blocks and to switch into I.Q.F. and layer
packs, graded fillets and portions, casserole dishes of fish, etc.

As regards marketing support services, freezing requirements of
individual exporters should be assessed. Requirements for the construction
or expansion and/or modernization of cold storage facilities should be
asgessed.

Given the present bouyant condition of the market and the attitude
of the industry, probably no more is required than the effective coordination
of existing programmes of the Federal-and Provineial Governments. The essence
of coordination is that some one agency should assume the overall responsibility
for adequate and timely provision of services and information even though
these services may be provided most effectively by a number of Departments
in the Federal and Provincial Governments. What is, therefore, required is
an identified responsibility centre for fisheries marketing services within
the Federal Government. |

2. GROUNDFISH LANDINGS AND UTILIZATION ON THE ATLANTIC GOAST

The total Groundfish landings on the Atlantic Coast in 1968 was
1.2 billion pounds (landed weight). The average yearly growth rate in
landings during 1957-1968 was 4.4%. Given an optimistic long—term outlook
for Groundfish in the U.S. market, the landings are estimated to increase
by at least 3% per year during the 1969-1980 period, During 1957-1968,
there was no marked change in the per cent provineial distribution of total
Groundfish landings on the Atlantic Coast: the distribution of total Ground—l

fish landings in 1968 was: Newfoundland (48%); Prince Edward Island (2%).
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Nova Scotia (31%); New Brunswick (7%); and Quebec (12%).
During 1957-1968, the share of Cod and Haddock in total
Groundfish landings declined. In contrast, Flounder and
Ocean Perch have increased their relative shares. About 75%
of total Groundfish landings take place during April to
October. Newfoundland accounts for over 60% of Cod landings,
Nova Scotia 25%, Prince Edward Island 1%, New Brunswick 4%
and Quebec about 10%, Nova Scotia accounts for over 90% of
total Atlantic Coast landings of Haddock. During 19257-1968,
Flounder landings on the Atlantic Coast have more than
tripled in volume. Newfoundland and Nova Scotia account
for most of the landings of Flounder, 48% and 40%, respec-
tively. Quebec and Newfoundland have the largest shares of
landings of Ocean Perch (35% and 32% respectively, in 1968).
Frozen blocks accounted for only 39% of total Groundfish
freezings on the Atlantic Coast in 1968 as compared with 54%
in 1965; Fillets constitute 60% of total Groundfish freezings

in 1968 as compared with 45% in 1965,

THE U.S5. GROUNDFISH MARKET

During the 1958-1968 period, the total consumption of
Groundfish in the U.S. increased at the annual average rate
of 5.1% and per capita consumption at the rate of 3.8%.
Assuming that per capita consumption would continue to
increase at the rate of 3.6% per annum, we estimate the
total Groundfish market to be
740 million pounds in 1975 and 930 million pounds in 1980.
Tt is most likely that the actual growth rate will exceed

3.6%. The fresh and frozen fillets of Cod constituted
about 12% of the total U.S. Groundfish‘market. The total.

consumption of fresh and frozen fillets of Cod was 63 million

pounds in 1968 and is expected to be 70 million pounds in

1970, 88 million pounds in 1975 and 112 million pounds in
1980. The Canadian share of the total U.S. imports of Cod

blocks declined considerably during 1968 and in the first
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six months of 1969 from 46% in 1967 to 37% in 1968 and 27%
in 1969; the Canadian share of U.S. fresh and frozen Cod
fillet imports declined from 67% in 1967 to 56% in 1968 and
53% in 1969. During the same period, Iceland, Norway and
Poland substantially increased their corresponding shares

in these items. The total world supply of Cod (expressed

in fillet weight) during 1968 increased by almost 28% over
the previous year; corresponding increase in Canada was 26%,
Iceland 15%, Denmark 15%, Norway 23%, Poland 33%, West
Germany 15%; and in the six countries that generally supply
to the U.S, (Canada, Iceland, Norway, Denmark and Greenland,
Poland and West Germany), the increase amounted to 17%.
During the 1958-1968 period, the world supply of Cod has
increased at the rate of 4% per year; the corresponding
annual increase in the six countries that supply to the U.S.
was 2.2%. Canada accounts for about 8% of total world Cod
landings; the six countries for about 37%. Canada's supply
of Cod as a percent of the total supply of Cod originating
with six countries was about 20% in 1968; the relative
sharegs of Iceland, Norway, Poland, Greenland and Denmark and
West Germany were 16%, 24%, 11%, 9% and 19%, respectively.
The ratio of world supply of Cod to consumption of Cod in
the U.S. market was 13.2:1 in 1958 and 9.3 in 1968; we
estimate that by 1970, 1975 and 1980, this ratio is likely
to decline to 7.2:1, 5.6:1 and 4.4:1, respectively. The
ratio of Cod supply from the six countries to the consumption
of Cod in the U.8. was 5.9:1 in 1958 and 3.5:1 in 1968; we
estimate that this ratio is likely to decline to 2.7:1 in
1970, 2.,1:1 in 1975 and 1.6:1 in 1980. Thus, over the long-
term, the ratio of Cod supply to the U.S. market is showing
a declining trend, indicating that there is good possibility
of a supply shortage in the not-too distant future. The
consumption of Cod fillets and blocks in the U.S. is estimated

to rise from 253 million pounds in 1968 to 279 million poqnds
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in 1970, 364 million pounds in 1975 and 475 million pognds

in 1980. 1In order to maintain Canada's present share of

the U.S. Cod fillet market, it will have to virtually double
its present level of exports by 1980. To maintain a 30%
share of the total U.S. Cod block market, Canada will have

to increase its exports of Cod blocks from 65 million pounds
in 1968 to 109 million pounds in 1980. Canadian exports of
Cod fillets and blocks to the U.S. during 1968 constituted

over 80% of its total supply of Cod. In order to export the

desired level of Cod blocks and fillets to the U.S., the
landings of Cod on the Atlantic Coast will have to be higher
than 700 million pounds in the 1970's. Even if Cod for
salting were to be phased out completely, there would be a
short-fall of fresh and frozen Cod supplies by 1980, unless
landings increased, beyond 700 million pounds.

- The total consumption of Haddock fillets in the U.S. is
estimated to be around 58 million pounds in the 1970's.
Canada accounts for over 65% of the U.S. imporés of Haddock
fillets. The ratio of world Haddock supply to the U.S.
consumption of Haddock was 3.0:1 in 1967. The corresponding
ratio for the five selected countries was (Iceland, Canada,
Norway, Denmark and West Germany) 1l.1l:1.

The per capita U.S. consumption of Flounder has increased
at the rate of 3.7% per annum during the 1958-1968 period.

We estimate the total U.S. consumption of Flounder to increase
from 95 million pounds in 1968 to 169 million pounds in 1980.
Almost 98% of U.S. imports of Flounder fillets originate

with Canada.

The U.S. consumption of Ocean Perch fillets was 71
million pounds in 1968 and is estimated to rise to 127
million pounds by 1980. Canada accounts for over 90% of
total U.S. imports of Ocean Perch fillets. The ratio of
world supply of Ocean Perch fillets to the consumption of
fillets in the U.S. declined from 4.9:1 in 1958 to 3.1l:1 in

1968. During this period, the ratio of Canadian supply of
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Ocean Perch to the U.S. consumption of fillets increased
from 0.23:1 to 0.68:1.

Considering fresh and frozen Groundfish fillets and
blocks as a whole (Cod, Haddock, Flounder and Ocean Perch)
Canada's share of the total U.S. market has been around 45%
in recent years. In order to maintain that share, Canada
will have to increase its exports from 233 million pounds in
1968 to 266 million pounds in 1970, 336 million pounds in
1975 and 438 million pounds in 1980.

The retail value of food sales for the away from-home
U.S. market is estimated to be around $29 billion in 1970.
By 1970, it is estiméted that a third of all meals served
in the U.S. will be away from home. Colleges and Univer-
sities, Employee Feeding Agencies, Caterers, Vending Machine
Operators and Food Service Contractors are expected to
experience an accelerated gain as compared with other seg-
ments of the Food Service Industry. Pre-portioned Seafood
accounted for almost 90% of all Seafood purchases by Chains
in 1967, as compared with almost 100% for Drive-Ins. The
Drive-Ins and Cafeterias are the largest fish purchasers in
the F-od Service groups in the U.S. Fish and Chips con-
stitute a fast growing item of the Food Service market. It
is likely to have a major impact on the consumption of fish
in the U.S. and particularly of Cod.

ATLANTIC COAST'S GROUNDFISH MARKETING PROCESS WITH REFERENCE
TO THE U.S. MARKET

Relative to other Groundfish suppliers to the U.S., the
five provinces on the Atlantic Coast have a large number of
small sellers engaged in exporting Groundfish products to
the United States. The export volumes of a majority of
sellers on the Atlantic Coast are small. The quantities
exported by 20 gpallest . eXporters each amounted to less
£han 4% of Canadian Groundfish exports to the U.S. in 1948. ,

The largest ten sellers accounted for 76% of Canadian exports

to the U.S. in 1968.
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Vertical integration (backward) has been a growing.
feature of the Groundfish industxry on the Atlantic Coaét.
However, there has only been very limited efforts aimed at
vertical integration forward).

There is a relatively high degree of concentration on
the buying side of the U.S. Groundfish industry. The -
largest six wholesale processors accounted for 62% of U,S.‘
imports of Groundfish; and eight proceséors for almost 70%.
In contrast to the relatively large size of U.S. Groundfish
importers, the majority of Canadian Atlantic Coast exporters
are small. Vertical integration (backward and forward) is
a growing feature of U.S. fishery marketing operations.

About 40% of Atlantic Coast exports of Groundfish are
sold through brokers; 37% through wholesale processors, 22%
through Canadian-owned sales distributing houses in the U.S.;
and about 2% through wholesale distributors and Chains.

Financial ties exist between some sellers on the Atlantic
Coast and some buyers in the U.S. affecting up to 15 to 20
million pounds of Groundfish sales. About 65% of export
sales are sold to New England, 11l% to New York and Vicinity,
20% to Chicago and suburbs and 6% to Other areas in the U.S.
The Canadian exporters who own sales distributing houses in
the U.S. have a better spatial coverage of the U.S. market
than others. Despite the presence of numerous brands, there
is no serious evidence of product differentiation among the
Canadian exporters. However, there is alreal distinction
between all Canadian braqu and ITcelandic and Norwegian
brands. The quality of ;dme Canadian preoducts 1is
considered to be inferior to that of Scandinavian products.
There is a relatively high degree of price competition among
Canadian Atlantic Coast exporters and little or no product
competition based on produce brand,

The combined effect of loans, assistance and subsidies
on the part of the Federal and Provincial governments has
been to make easy, the conditions of entry into Groundfish pro-

cessing and exporting on the Atlantic Coast. However, exit
from the industry has been difficult due to a number of reasons.
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THE MARKETING CONDUCT OF ATLANTIC COAST EXPORTERS

Over 75% of Atlantic Coastls eXports are sold on an
"agreed price" basis; about 25% are sold on "consignment",
that is, shipped into the U.S. as "unsold" fish. Over 50%
of exports consist of fillet items, 7% I.Q.F. and layer
pack products, and 41% blocks. Cod blocks account for
over 70% of total exports of blocks.

There is little promotion of Groundfish ﬁroducts in
the U.S. undertaken either individually or in concert by-
the Atlantic Coast exporters. 1In terms of both general
fish consumption promotion as well as in the promotion of
branded products, the magnitude of the effort expended in
the U.S. appears to be less than that of other segments
of the food industry. Over the years, there has not been
any formal or informal co-ordination of the marketing
effort of the various exporters on the Atlantic Coast with
a view to regulate the flow of Groundfiéh supply into the
U.S. market. Nor has there been any organized form of pro-
duction control adjusting either the mix or volume of
production to the needs of the U.5, market. The basic
philosophy of the Atlantic Coast exporters can be character-
ized as a "selling" rather than "marketing approach" lead-
ing to a lack of co-ordination between production and market
requirements.

THE MARKETING PERFORMANCE OF ATLANTIC COAST GROUND-
FIS5H EXPORTERS

The lack of co-ordination in selling has, partly, been
due to the degree of fragmentation in the Atlantic Coast's
Groundfish marketing effort. The marketing structure
influences the marketing conduct. And, both structure and
conduct are reflected in marketing performance. The mark-
eting performance of Atlantic Coast exporters has in recent
years been marked . by instability in ineémes and prices.

Raw material costs account for about 45% of total costs of
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Groundfish processors; direct labour costs for 25%; other
variable costs 11%; packaging 6%; transportation 5%,
depreciation 4%, storage 1.5% and insurance, changes in
stocks and miscellaneocus expenses for the remainder.
The position of most exporters particularly in 1967 and
1968 indicated an intolerable situation, particularly with
respect to working capital and invenfory financing.
Distress sales are a common feature of the Atlantic Coast
Groundfish industry. Sales below costs haﬁe been widely
prevalent in recent vears and particularly in 1967 and 1968.
buring 1968, many exporters sold Cod Products at 5% to 18%
below costs; Cod Blocks at 18% to 27% below costs, Perch 1's
13% to 20% below costs, Perch 5's 13% below costs and Perch
Products 5% to 16% below costs. In order to put the Ground-
fish operations on a sound and on-going basis, it is neces-
sary to achieve an increase in selling price in relation
to costs of production and/or try to reduce the costs of
production. During recent years, several components of
processing costs have increased in the face of weakening
market prices. This has had a crippling effect on the
financial and operating position of most Groundfish exporters.
In comparison with the unstable nature of incomes and
prices at the processor-exporter level on the Atlantic
Coast, the returns at the broker, wholesale-distributor,
wholesale-processor and chain level in the U.S. appear to
have remained stable and in many cases have increased.
For example, reductions in the price of Cod Blocks have
not been reflected in a decrease in the price of Sticks
and Portions at the wholesale-processor, wholesale distri-
butor and retail levels,
The Atlantic Coast fisherman has obtained an increas-
ing share of the U.S. wholesale price in Cod and Haddock,
a fairly stable share in Ocean Perch and a declining share

only in Flounder. In contrast, the processors have been
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caught in a cost-profit squeeze.

In recent years, there has been an increasing number
of rejections of Atlantic Coast products in the U.S. on
grounds of quality and conformation. The conformation
defects of Canadian frozen blocks have caused a lower
yield to U.S. processors, reportedly about 8% less than
comparable Scandinavian blocks. The Canadian blocks are
not always consistent and uniform, resulting in work delay,
machine'delay, etc. Many Atlantic Coast producers have
also been negligent of quality standards. It appears that
quality control at the plant level is not effectively
carried out. As far as the introduction of new products
are concerned, only very few exporters have attempted to
do so. The existing product portfolio is almost limited
to frozen blocks and the traditional 1 1lb. and 5 1lb. cellc
wrapped packs. I.Q.F. and layer packs as well as cooked

and breaded products are exceptions.

GROUNDFISH STOCK LEVELS AND PRICES IN THE U.S.

The average size of stocks of Cod blocks in the U.S. has
during 1964-1969; larger stocks appear to be the pattern,
reflecting both demand and supply conditions. Per capita
consumption of sticks and portions has risen considerably
throughout the past, indicating a steady and rising demand
for blocks. It is not so much the absolute level of stocks
that influence prices, as the amount of unsold stocks of
blocks in the U.S. cold storages held by producers and/or
brokers. While month-to-month changes in stocks have had
little influence on prices, over a longer period stock
levels have had a perceptible influence on price. The
amount by which monthly inventory of Cod blocks exceed
the apparent monthly consumption of blocks is a useful
yardstick to judge the adequacy or otherwise of the level
of stocks. On this basis, the stocks were high in relation

to consumption in the latter half of 1965, 1966 and 1968.
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In general, a stock size of 1.5 times the level of apparent

consumption may be considered normal.

GROUNDFISH MARKETING SUPPORT SERVICES IN THE
ATLANTIC COAST

The Atlantic Coast exporters need more specific market
and marketing information than they receive at present.

For the effective management of price and supply stabiliza-
tion programs, accurate estimates of prospective production,
storage, carry-overs and internal movements are essential.
The kind of information required under the present and
emerging environment is that which would help in carrying
out the market planning function. This is, as yet, an
undeveloped or under-developed business function on the
Atlantic Coast. Inadequate information about the state of
total supplies froﬁ competing countries and about the
demand conditions at the primary wholesale level has been

a characteristic weakness of the Atlantic Coast Groundfish
marketing process. While information on the current levels
of U.S. and Canadian production and stocks are available,
such information is not available on the major European
producers. Also lacking is information on stocks of blocks
by species and blocks by sizes. Further a breakdown of
block holdings between "sold" and "unsold" is not avail-
able.

Inventory financing is one of the most serious problems
facing the Atlantic Coast exporters. The recently initiated
Working Capital Loan program of the Fisheries Prices
Support Board is an imaginative step to solve this problem.
Because of the shortage of working capital, processors have
tended to borrow in times of need especially before produc—
tion, and thus become indebted to U.S. buyers. They are
consequently obliged to sell often at prices below those
ruling in the market as a condition of renewing the loan.

Further, almost all Groundfish exporters on the Atlantic
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Coast find their bank credit limits wuch too low and
restrictive. Most exporters feel that a doubling of credit
limits would be desirable. 1In order to finance inventories
of fillets and blocks of Cod, Haddock, Ocean Perch and
Flounder on the Atlantic Coast, about $10-$11 million would
be required at the 1968 production and inventory levels.

Of this, $5.2 million (50%) will have to be used to hold
Cod fillets and blocks; $1.2 million for Haddock (12%) ;
$2.0 million (20%) for Ocean Perch and $1.7 million (17%)
for Flounder.

The limited nature of freezing facilities and the sub-
standard quality of many existing facilities constitute a
constraint on the production of new products such as I.0Q.F.
Additional plate freezers and tunnel freezers are required.
Many exporters would readily increase their volume of I.Q.F.
production if only they had the suitable tunnel freezing
facilities. Besides freezing, the Atlantic Coast exporters
also need to improve the extent and nature of their cold
storage facilities. Many plants need additional facilities
within their own premises.

Most exporters in Newfoundland, Nova Scotia, New
Brunswick and Prince Edward Island find transportation
facilities adequate. However, Groundfish exporters in
Quebec have found it increasingly difficult to get timely
truck transportation to the U.S. market at reasonable
rates. In Nova Scotia, the weight restrictions on highways
present some difficulties to the processors attempting to
get their products to the markets as rapidly as possible.
On the whole, transportation aspects do not constitute a
problem in the marketing of Groundfish, at least in terms
of the adjustments that have been made by the Atlantic
Coast producers. For example, Newfoundland producers
experience no transportation problems with their existing

product line. However, if they were to attempt to market
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fresh products, they would meet serious transportation
problems. The nature of the Atlantic Coast Groundfish
industry represents an adaptétion to transportation problems.
That current problems are so few indicates the success

of the adjustment not necessarily the lack of a fundamental
problem.

The Groundfish industry on the Atlantic Coast as in the
case of most other fisheries has found it increasingly
difficult to attract the necessary skills at the plant and
managerial levels, with resulting inefficiencies in manage-

ment and production.

U.S. TARIFFS AND ATLANTIC COAST GROUNDFISH TRADE

Under the Kennedy Round, the U.S. tariffs én frozen
fillets will continue to remain at the present level of
2.5 cents per lb.; however, the duty on Fish Sticks and
Portions will undergo a 50% reduction during 1967-72.
Pregently, the duty on uncooked Sticks and Portions is 16%
ad valorem and on "other" Sticks and Portions, 24% ad
valorem. Thesge would decline to 10% and 15% ad valorem,
regpectively by 1972. Similarly, Frozen Blocks which were
liable to a duty of 1 cent per 1lb. in 1967 will be free of
duty by 1972.

The U.S. fish sticks and portions industry appears to
be a heavily protected one. Only 0.35% of total U.5 con-
sumption of fish sticks and portions in 1968 was met from
imports; the rest was supplied by domestic producers.
Abotit 99% of total improts of fish sticks and portions in
1968 originated with Canada. The corresponding import
shareg of U.S. consumption in Cod, Haddock, Flcunder, Ocean
Perch and Blocks were 75%, 36%, 42%, 69% and 100%, respect-
ively. Most of the U.S. fish sticks are produced in the
Atlantic States; however, in the case of fish portions,
interior and Gulf states are also important centres of

production.
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The total Canadian production of sticks and portions
in 1968 was over 8 million lbs., A shift from the export
of blocks to the processing of sticks and portions on the
part of Atlantic Coast exporters would undoubtedly involve
a good deal of preparatory market and marketing channel
development work in the U.S. The Atlantic Coast exporters
will also have to compete with their traditional buyers
with established marketing channels. The structure of
processing costs for one of the most efficient U.S., pro-
cessors (in 12-14 oz. fish sticks and 12-9 oz. fish sticks)
was as follows: Raw materials including Breading, 0il and
Batter 63%, Packaging 9%, Labour 9%, Overhead 13%, and Other
17%. Under zero tariffs, the Canadian processors would héve
competitive advantages over the U.S. counterparts in terms
of cheaper raw material (cheaper by about 9%)and cheaper
labour (20% to 25%). On this basis, the net difference in
manufacturing costs for 12-14 oz. fish sticks between a
hypothetical Canadian plant and a typical U.S. plant would
be 4.63 cents (U.S. funds). This is the extent of cover
the Atlantic Coast exporters will have to absorb market
development and related costs to penetrate the U.S. market.
If one were to express the manufacturing costs of the
Canadian hypothetical plant and the typical U.S. plant as
percent of the prevailing U.S. wholesale price (for
12-14 oz. fish sticks) the net difference in advantage for
the Canadian plant would amount only to 0.8%. Because of
this very marginal difference, it is difficult to see a
massive shift of production of fish sticks and portions
from the U.S. to Canada in the vent of a zero tariff.

If Canada were to convert its exports of blocks to
sticks and portions, it would theoretically mean an increase
in production from the present level of 8 million 1bs. to
almost 130 million lLs. As a practical proposition, to
obtain a 5% share of U.S. apparent consumption of sticks

and portions by 1970, Canada will have to increase its
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exports from its present level of 871,000 lbs, to 14,8 million
1bs.; to obtain a 10% share of the market by 1975, Canada will
have to export 39.7 million lbs, A 5% share of the U.S3.

market would mean the creation of employment in the marmfacturing
of fish sticks and portions on the Atlantic Coast for about 240
persons and a 10% share of the U.5. market iun 1975 would generate

additional employment for about 40D,



APPENDIX
~246~

SUMMARY RECORD OF INTERVIEWS WITH
U.S5. GROUNDFISH PROCESSORS AND IMPORTERS

in
Boston, Gloucester, New Bedford, Lowell,

New York, Philadelphia, Cleveland, Chicago
and Washington, D.C.

(January 20 - February 5, 1969)

During the course of this Study, interviews were held
with the representatives of several U.S. Groundfish processihg
and importing firms in the U.S. A digest of the comments recei-
ved during these interviews are given below. Confidential com-
ments and data received during the interviews have been withheld
from the following narrative:
- The Boston Blue Sheet does not specify the actual prices
and quantities involved in day-to-day transactions. It
indicates only the trend of reported prices from 15 - 20
buyers located in the New England area. These buyers report
prices on a voluntary basis; they may or may not report
actual prices. Hence, the price quotations given in the
Blue Sheet are only a guide to marketing. The Blue Sheet
is more useful in pointing out the directional changes rather
than the absolute level of prices. ‘To be more meaningful,
the Blue Sheet should report actual quantities and prices..It
is also necessary to have weekly stock reports in Canada, U.S.,
Scandinavian and other Groundfish supplying countries. The
proposed North Atlantic Fillet Council was an effort in
this direction. It was organized by a group of producers
from the New England area, Canada, Norway, etc. The initial
intent of the of the Council was to initiate a fillet adver-
tizing program but the Council encountered several diffi-
culties in starting such a program.  Therefore, the Council
decided to start a market information service, with the
objective of facilitating discussion of common problems

among producers such as quality improvement, packaging
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coste, data availability with regard to market prices,

weekly stocks, etc. A bulletin was planned for the

members. The Council did not.get underway on account of
the difficulties encountered among the producers to supply,
on a regular basis the needed information. The Council was
eventually abandoned;

It was mentiuned that the production and marketing costs

of many U.S. processors as well as that of distributors

and retailers, have increased; e.g. labour costs, storage
costs, transportation costs, financing costs, packaging
cost, etc. Rising costs, in the opinion of some proces-
sors, have eroded to some extent, the advantages arising
from the lower block prices, thereby preventing a lowering
of product prices to the distributors and retail houses.

There appeared to be a tendency for prices to be rigid.

downward and to be somewhat flexible upward. One major

processor mentioned that he had not cnanged his product
pfice in the last five years, but that the p;ices of his
inputs have risen and declined meanwhile;

The excess supply of blocks in the U.S. market was attri-

buted to :

(a) devaluation in Iceland and Denmark and the consequent
higher competitive edge of Icelandic and Danish
exporters in the U.S. market,

(b) a shift of exports from traditional markets in Africa
and Bastern Europe to U.S.A. due to changes in these
markets,

(¢) shifts in the utilization of European Groundfish
more and more from salted and dried to fresh and
particularly frozen, due partly to the growing trend
for refrigeratinn in traditional markets, and

(d) the entry of new suppliers such as Poland, and West
Garmany;

Some U.S. buyers referred to the unrealistic pricing pblicy‘
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often pursued by the Atlantic Coast exporters. They said
that the Canadian practice, at least in the past, has been
to seek and obtain the "highest" possible price without
considering the competitive implications in the market of
maintaining such a price level. For example, the mainten-
ance of a high level price for cod blocks in 1965 and 1966
encouraged competitors to tool up for a higher levelrof
production. The U.S. buyers also referred to the recent
rise in Canadian scallop prices (50%) and the increase in
Atlantic Coast crab meat prices. One major buyer of scal-
lops said that if the present price trend continued, he
would discontinue the purchase of the item. Some buyers
mentioned about the possibility of substituting shrimp |
and other products for crab meat, if the rising price trend’
with respect to Atlantic Queen crab continued. In this
context, the buyers pointed out the more moderate pricing
practices of South African lobster tail producers. Aé a
long-run marketing strategy, they generally preferred a
slightly lower price than what the market was willing to
pay;

Some U.S. buyers have, in the last two years, éhifted their
purchases of Groundfish blocks and to some extent fillets
from Canada to European countries. They said that their
purchasing policies were no longer "purely Canadian
oriented", but that they were more and more internationally
oriented;

According to many U.S. buyers, the Scandinavian suppliers
have become increasingly aware of the long-run potehtial

of the U.S. Groundfish market and are aggressively seeking
a larger share of it. Several marketing teams and study
groups from European countries. have visited the United
States in recent years;

Some buyers mentioned that it was not so much the exercise

of market power on the buying side that precipitated the
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price decline for cod blocks in the U.S. market as the
intense degree of price competition among competing
sellers;

According Eo a Broker, there is presently a buyers'

market for cod blocks in the U.S. As éuch,there is little
or no competition among buyers. However, a large buyer
may have to pay a higher price on account of his need to
maintain adequate inventory levels depending upon the
supply situation;

In order to stabilize supply, buyers are increasingly
entering into forward contracts especially for frozen
blocks. The contract is an open one in the sense that
parties have the right to revoke it. The contract does not
stipulate price but only specifies quantity and quality
requirements. The selling price is, generally, agreed to
be that which prevails at the time of delivery. A major
buyer in the U.S. haé a five year contract with Poland for
over 15 million pounds of cod blocks, per year. Large
orders to users like McDonald's are also normally processed
through contracts;

Many brokers mentioned that of their clients - Atlantic
Coast exporters - were not generally aware of the U.S.
market needs at the time their production was processed
and packed in Canada. Consequently, they packed what they
found it convenient to pack and then unloaded production
on the market. A more realistic approach would be for the
Atlantic Coast processors to find out in advance what the
U.S. market wanted and then to go about to pack it;

The Atlantic Coast exporters need to have some kind of a
representative in the U.S. market, particuiarly in view

of their heavy dependence on that market. In order to do
an effective marketing job in the U.S. market, they need
something more than the fragile relationship that often

exists between them and their brokers in the U.S. In con-
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trast, Iceland and Norway are strongly represented in the
U.S5. market. The U.S. buyers found it difficult to explain
why Atlantic Coast exporters have not so far chosen‘to get
represented in the U.S. market in some insgtitutional form.
According to them, benefits of such a representation should
more than outweigh its costs;

Iceland, Norway and one or two Canadian compéniés resort to
to "double distribution" practices in the U.S. market.

That 1is, they sell blocks to U.S. wholesale processors;
they also process blocks themselves and compete with the
wholesale processors in the final product market. This is
hot generally looked upon with favour by the large whdle—
sale prodeséors. Therefore, they try to avoid buying from
such companieé as much as possible;

It was mentioned that cod blocks, despite their low price
level on the U.S5. market at present, was one of the strong~
est ltems in the U.S. market. I.Q.F. and layer pack prod-
ucts have also been strong and will, undoubtedly, continue
to be so., Many buyers mentioned that they could not get
enough quantities of I.Q.F. from Canadian Atlantic Coast
exportefs. Iceland has, in recent years, stepped up the
production of I.Q.F. and layer pack products. Thé tradi-
tional one pound and five pound Cello wrapped fillet packs
are at best only holding the market if not declining.
Sticks and portions are likely to continue to maintain
their past growth rates;

The latest food fad seems to be fish and c¢hips drive-ins.
Judging from the boom prgsently building up in California
and around, this latest food fad is likely to have a major
impact on fish consumption in the U.S. The Atlantic

Coast exporters should take advantage of the £ish and
chips business opportunities;

Many buyers referred to the increasing substitution of

whiting for cod. In the past, there has been a tendency
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to substitute whiting for cod, when the price for cod
increased. At relatively short notice, large quantities
of whiting can be imported from Japan, South Africa, South
America and West Germany. (Wheﬁ Haddock prices were high
in the past, there was a tendency to shift from Haddock to

Cod}. 1In recent years, whiting appears to have entrenched

itself in the U.S. fish market. It has become an approved

item on the school lunch program. When whiting first came
in, its guality was somewhat poor. But since then, there
has been a marked improvement; |
Increased seafood consumption in the U.S. requires a con-
certed program of advertizing and promotion. Advertizing
expenditures by major frozen food packers in the U.$. in
1968 (January-June) and 1967 (12 months) were $17.8 mil-
lion and $26.5 million, respectively;

The financial weakness of the Atlantic Coast exporters
has reflected itself in the quality of products exported
into the U.S. in recent years. According to some buyers,
the rate of rejection of Canadian products has, of late,
increased;

In addition to the usual 133 1lb. and 163 1lb. frozen fish
blocks, the Icelanders have introduced an 183 1b. block
which lends itself to be cut horizontally as well as
vertically;

Some U.S. buyers tend to shift sources of purchase (revoke
contracts) for very small changes in price. ‘This has
caused concern among some Atlantic Coast exporters. The

buyers in the U.S. appear to have preference for the

products of certain producers in the Atlantic Coast, largely

on account of quality consideration;

It was mentioned that if the Atlantic Coast exporters set

up a marketing board to market their blocks in the U.S., it

was necessary to ensure that all producers selling to, and

through the Board, would adhere to guality standards;
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The major buyers mentioned that raising the selling price
of Atlantic Ceast Cod blocks in the U.S. market to its
break-even price level (say 24-25 U.S. cents per 1lb.) was
not objectionable per se, as long as steps were taken to
ensure that no single buyer-processor in the U.S. was able
to purchase blocks below that price; |

During periods of over-production of Groundfish products,
it is necessary to hold the surplus from flowing into the
U.5. market. The need for a mechanism to ensuré this was
stressed by some U.S. buyers. The Norwegian and Icelandic
marketing organizationg in the U.S. help to regulate, to
some extent, the supply flowing into the U.S. market. The
need for the Canadian Atlantic Coast exporters to have a
somewhat similar mechanism was stressed. In both Norway
and Iceland the producer is generally relieved of his
responsibilities as soon as the frozen product is prepared.
The marketing organization then takes over the product.
Thus, the producer is freed from the burden of having to
finance his inventories;

Exporters from the Atlantic Coast and other supplying

countries shipping blocks into the U.S. without the immediate

. prospect of a sale have tended to increase the number of

"general offers® in recent years of cod blocks in the U.S.
market. For example, the Nordic group (the new export
marketing organization in Norway) had during 1968 shipped
into the U.S. about 10 million lbs. of unsold (consigned)
cod blocks. These blocks were then offered to several
buyers by a broker, in Boston;

The need to undertake a planned program of product diversi-
fication was stressed. For example, an increasing propor-
tion of production should be channelled into I.Q.F. and
layer packs, graded fillets, e.g. 4 to 6 lbs., 6 to 8 1lbs.,
etc. With reference to cod, there were several products

that could be preoduced:
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{(a) blocks

(b) 5 1b. and 1 1lb. layer packs

(¢) various types of gourmet cuts (centrepiece,

breasts, etc.) as required by restaurants
and institutions, and

(d) T.Q.F. products including I.Q.F. tails.
Continuing studies at the consumer level must be made in
order to obtain ideas concerning new product development;
An effort should be made to make boneless fish. The Ice-
landers have built a product image in the U.S. on the
basis of (a) boneless fish, (b) white cod, (c) one day old
cod, etc. In this connection, i£ will be noted that a
5 1b. cello pack Icelandic cod sells for 38¢ per lb. in
the Bastern United States as compared with 22;5¢ for a
corresponding Canadian product. As long as the Canadian
producers continued their traditional line of product, not
much improvement could be expected notwithstanding the
setting up of a marketing organization. Thus, a more
realistic product portfolio, based on the needs of the
U.8. market, was a must. Blocks cannot, of course, bhe
eliminated altogether. But the proportion of boneless
Jumbo cod fillets, I.Q.F. cod tails and layer pack cod
fillets can be increased. By reducing blocks, it should
be possible to improve fillets, i.e. by selecting the best
fillets and grading them;
Much of the demand for the traditional 5 1lb. and 1 1lb. cello
pack is shifting to I.Q.F. and portions. Similarly, the
traditional breaded and pre-cooked portions are not holding
up due to the increase in demand for I.Q.F. plain and I.Q.F,
breaded and crispy breaded portions;
Some U.S. buyers mentioned that there was a noticeable
trend towards more and more vertical integration - backward
and forward. Most of the buyers felt that there was a big
future ahoad for the Groundfish industry. One wholesaler

mentioned that if the market improved, many American firms
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would, likely, buy Canadian Groundfish processing firms;
Some buyers mentioned that the American consumer was
ca@able of buying products (sticks and portions, fish and
chips, etc.) made out of -cod blocks priced at 25¢. - 26¢,
F.0,B. Boston/Gloucester, The retail demand was not
likely to decline on account of a small increase in the
retail price of sticks and portions;
One major broker guoted the following figures relating
to hig company to indicate how I.Q.F. and layer pack
products have increased in sales in recent years:

Sales in 1964 Sales in 1965

a) 200,000 lbs. of Flounder 8,000,000 1bs.
b) Haddock layer pack 10 and 2,000,000 lbs.

15 1b. Nil
The same broker sold 1 million lbs. of perch layer packs
in 1968 as compared with only 100,000 lbs. in 1967;
Too many Canadian exportexrs are packing "private" labéls.
Canadian brands have yet to be developed and promoted.
The Tcelanders and Norwegians have already promoted a
brand image in the U.S. for their products. Their
packaging is generally considered superior to that of
Atlantic Coast Products;:
Some U.S. Brokers expressed the need for more speedy
transmission of information about Canadian stocks and
production in order to perform a good marketing job in the
U.8.;
Canadian firms having their own distributing houses in the
U.S. seem to realize a better return on their products,
than those who sell to U.S. importexs. For example, a.
Canadian exporter who sold through a broker gets 23¢ per
1b., for 5 1lb. cello wrapped cod; the same product sold by
a Canadian owned distributing house in the U.S. gets
about 28¢ - a difference of 5¢ per 1lb. Many brokers do

not sell directly to wholesale distributors or chains but
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to other super-brokers, who in turn sell to other
distributors. They also seem to have a better coverage
of the U.S. market in that thef have brokers in several
parts of the U.S. Some of them have also entered into
processing arrangements with U.S. processing plants.
Unless Atlantic Coast producers are willing to move

more and more into I.Q.F. and portion control, it would
not be adviseable to set up a distributing house in the
U.5. Only on the basis of a strong and modern product
base can such an operation be effective. eg. Acadia
Fisheries, National Sea, B,C. Packers, Caribou, etc.

The Canadian-owned distributing houses in the U.S. have
been able to co-ordinate their home-plant production to
the needs of the U.S. market. For example, in 1968,
through their timely advice, their Canadian ﬁlants were
able to reduce the amount of cod going into blocks and
increased I.Q.F. and other products;

The total world catch of Groundfish was not increasing
commensurate with the increasing effort per catch. The
total Groundfish market, on the other hand, was increasing.
Thus, a supply shortage was ahead;

One wholesale processor mentioned that Polish cod blocks
were of the highest quality. Poland had strict quality
control operations and the workmanship of the block was
also of the highest order. Polish Groundfish processors
and plant personnel have visited U.S. fish oprocessing
plants with the objective of improving their product
quality, standards and specifications. .

Some exporters on the Atlantic coast have resorted to theuse
af wholesale distributors in the U.S8. as consignment
brokers to handle and sell their Groundfish products;

To some brokers in the U.S8., fish products are just one
of the several items handled by them. Sales by these
brokers do not always strengthen the market, as they do

not generally take a position in the market; their sales
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operations, generally, tend to have a weakening effect
on prices. Such brokers merely move the product at
some price; as they have little or no investment at
stake, they are reluctant to undertake any additional
marketing services such as storage, transportation, etc.
In order to make a sale, some brokers attempt to go
below the prevailing market price. Basically, the
problem revolves around the degree of interest and .
involvement the broker has with a sale. If the brokers
had enough interest in a sale in terms of committed
investment, their behaviourlin the market place would
be different;
The Canadian Gov't should, instead of providing

deficiency payments, finance inventories
and maintain a floor price for Groundfish commodity
items;
While consignment sales from Eastern Canada was not an
unusual event, there was little or no consigned sales
from the west coast; similarly, relative to Eastern
Canada, there was little consigned sales.from the
Scandanavian countries; ]
The marketing margin at the chain store level, for fishery
products generall& was 30%;
The Atlantic Coast exporters do not seem to be packing
the right products in the right quantities; perhaps
some one should oversee the U.S. market in advance and
advise the several packing operations so as to meet the
market needs;
The basic problem with respect to fish marketing is the
increased usage of fish for consumption both in Canada
and the U.5.;
The fish sticks regulation in Canada, prescribinq_an ounce
stick does not appear to be realistic in as much as it does
not permit the introduction of any changes. Standardizafion

may not always promote innovation; perhaps, this is one
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reason why fish stick sales have stagnated in Canada;
Because of the intense degree of competition encountered
from Scandinavian countries in commodity items, an
effort should be made by the Canadian producers to shift
from blocks into fillets and portions; but when small
companies go into the production of these relatively

low volume new products, they may lose even the little
degree of efficiency and cost advantages that they may
have. Thus, there appears to be a problem in switching
from large volume commodity items to small volume new
products such as I.Q.F. and layer packs;

Retail prices for fishery products in recent years have
not been adjusted to reflect changes in raw material
costs, mostly because of the increase in factory inbut
costs. For example, one processor mentioned that the
hourly wage rate for his factory employees increased

from 0.75 cents in 1966 to $2,25 in 196%. Consumer
{retail prices) for most perpared fishery products have
not changed for guite some time; ‘
One major processor expressed the view that a drop in ‘
price at the retail level in the price of sticks and
portions of say 2~3 cents was not likely to further sales
at the retail level; it would be difficult for many U.S. !
processors who are already spehding fairly large sums of
money on advertising and promotion to participate in

any additional promotion programmes. Advertising and
promotion campaigns must be aimed at young people "to
start them young", to fishery products. Canadians do

not seem to have stressed the health aspects of fishery
products in their promotion programmes:;

One processor-buyer mentioned that it was difficult to
rely on Canadian sources of supply, as they had a
tendency to revoke contracts in order to obtain the
highest possible price; this was particularly true during

periods of shortage;
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One of the main problems with respect to Canadian fish-

ery products was its traditional orientation to blocks,

and 1 lb. and 5 1b, cello wrapped packs; |

Some buyers inlthe U.5. are loyal to their traditional

suppliers and they do nof attempt to buy below the

market; in contrast there were some bhuyers who have 

little or no loyalty to their suppliers. By shifting

sources of purchase, they insured themselves against price
changes;

There is need to change the reporting of stocks in

the U.S. to include, for example, blocks by size: 13%

lbs., 16% lbs., etc., and also blécks Ey species of -

fish (e.g.) Cod Haddock, Flounder, Ocean Perch, Catfish,

etc.);

A marketing organization for Groundfish products should,

apart, from other services, take out of the hands of

producers all inventory financing problems; this in

itself would be a valuable contibution in that the

producer will be better able to concentrate on production
problems, product variety, packaging, quality, etc; _ 1
Some European countries have a strong domestic market to

rely upon. For example, Denmark. Depending upon the |
conditions in the domestic'market, productionfwas : i
planned. In recent years, there has been a considerable |
shift from salted fish.to frozen fish;

In order to develop new products, carrying out m»esearch

at theAéonsumer level would be a waste of money; it

would be better to employ a few "idea men" to come up

with suggestions and ideas which would prove useful in

the market place;

The starting of processing operations in|the U.S. by

Atlantic Coast processors is not as sound an i@ea as it

would first apﬁear to be. The overhead costs of U.S.

processors are fairly high; 5 cents per 1b. for breading;
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it might be better to process or bread in the Atlantic
Coast. The relatively soft trawler fish would be ideally
suited for this purpose. However, tariff considerations
must be taken into account;

Almost identical products from the maritimes were sold
at different prices in the U.S. For example, a
Maritime proceésor during 1968 sold perch 1 lb. packs at
25¢ per lb. to wholesale distributors, while a consign-
ment broker in New England, sold the same product for
another Atlantic Coast processor (in the same province
as the other Canadian p&ocessor) for 22¢ per 1b.
Consignment selling through brokers have a serious
debilitating effect on the price level;

Co-operation among producers in marketing would not be
a success unless there was identity in interests at the
plant level; or unless they allvhad more or less thé
same degree of quality control. The buyers in the U.S.
have in the past and will continue to prefer the
products of certain prodﬁcers. Unless all the products
sold by the marketing organization were of the same
quality, it would be difficult for the marketing
organization to market poor quality products;
Improvements in marketing efficiency should produce
substantial benefits both to the producer and. the
consumer. In efficient marketing from the Atlantic
Coast has been a problem for a long time;

Norway, Denmark and Iceland have better methods of
marketing frozen blocks in the U.S. than Canada. The
block trade in these countries is concentrated in the
hands of a few sellers in contrast to a relatively
larger number of exporters on the Atlantic Coast;

Some brokers mentioned that dufing times of excess
supply, Canadian exporters as in the case of all

suppliers, were at the mercy of buyers. However, during
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times of supply shortage, the U.S, buyer tried to insulate
himself by entering into forward contracts. Thus, the
Canadian supplier appeared to be at the loosing end
during times of excess supply as well as of shortage;
There appears to be a lesser degree of competition among
the suppliers in Scandanavian countries than among
Atlantic Coast exporters;

One unigue aspect of fish blocks was that all parts of it
could be inspected without difficulty. Quality
deterioration in any part (dehydration, worms, etc.)
could easily be detected and product rejected;

In seeking to purchase adequate Haddock supplies from
Eurcpe some U.8. buyers had to agree.to the condition
that they would buy also theif cod production;

Most big buyers in the U.S. are fairly quick to spot
future weaknesses or strengths in block prices and to
react to it

There ought to be an orderly marketing system concerning
a commodity item such as Cod blocks; it could range from
liaison among exporters to a full fliedged marketing
board;

Tt is necessary that the Atlantic Coast exporters should
have a marketing man in the U.,S8. who will ascertain prices,
possible changes in prices, the buyiné practices and
policies of major buyers, etc. On the basis of his advice,
the exporters should regulate the flow of commondity
products into the U.S. market; such a service.should also
help in correcting situations of over-supply as well as
of excess shortage; the relationship between U.S. buyers
and Atlantic Coast sellers should be taken into account
when examining the factors that determine prices;

Many buyers think that it is not advisable for Atlantic
Coast firmé to enter into processing operations in the
u.s. as it may lead to competition with the U.S. buyers

at the retail level;_ Unless alternative channels of
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distribution have already been explored, this might lead '
to loss of sales in the existing channels; the Atlantic
Coast producers should develop their own brands and
promote them well in the U.S. market;

Some Greenland packers receive advances from their

buyers in the U.S. up to 100% of the value of the

product shipped, in some items;

All major buyers need a steady source of supply and the
establishment of financial tieé are designed to guarantee
a steady supply;

I1f suppliers were willing to guaranteé shipping, some
buyers would be willing to advance money, up to 100% of
the value of the product;

Some brokers/distributors in the U.S. guarantee a
minimum price to the supplier and then take the market
risk;

Some brokers and processors mentioned that they had
considerable difficulty in getting Atlantic Coast
exporterstopack what the U.S. market needed; if the
Atlantic Coast producers could change the distribution of
their catch to take advantage of the Flatfish resources,
their export marketing returns would be improved;
Flounder and sole had excellent prospects in the U.S.
market;

If the Atlantic Coast exporters established a floor
price, it would be welcomed by the Scandanavian producers.
The floor price should not be settled by the suppliers
alone; buyers also should be consulted, The essence of
the problem wasto maintain a floor price among all
sellers;

The Atlantic Coast exporters enjoyed a small freight
advantage over their European counter-parts to the
extent of 0.5 cents to 1.0 cents per lb.;

In Norway, some producers were trying to break away
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from the Frionor system and to establish an alternative
export marketing organization;

In the New York area and vicinity, Teddy's Frosted Sea
Foods was the biggest processor with a volume of about 10
million lbs. of cod blocks; there was also 10 other
smaller processors in that area;

The average mark-up for wholesale distributors in the
U.S. was about 20% on most items; it was as high as

50% on some items;

There always appeared to be a few Atlantic Coast
exporters who sold at below market prices; such market-
ing should be controlled and eliminated;

What was required for the Atlantic Coast was not

necessarily a marketing board but a complete planning of

production to bring about that mix of products that was

required by the U.S. market;

The initiation of advertising and promotion programmes
was not going to achieve the desired goalé unless the
underlying weaknesses of the system were eliminated;
promotion and advertising programmes, as and when
initiated, should be undertaken by all the suppliers

concerned;

A major importer who imports from both Canada and
Furope mentioned the following percentage distribution
of his sales:

80% to processors

10% to chains, and

10% to wholesale distributors.
A major drive-in chain mentioned that they generally
Sought about 75,000 lbs. of Flounder fillets (1/2 ounces
and 3 ounces) per week on 3.9 million lbs. per year.
In earliér years, this chain had Cod as on its menu;
but it was removed as Flounder was found to be more
suitable; this chain generally bought its own material

through brokers and not directly from Canadian
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producers because of the inability of the latter to‘pack
according to specifications; if the Atlantic Coast
exporters could do the packing, then they could
eliminate the wholesale exporters from the channel
and sell directly to the driye—in chaing;
During 1965 and 1966, the Atlantic Coast exporters
raised the price of Cod Blocks éonsiderably, and thereby
made it very attractive for other countries to enter into
Groundfishing in a big way. They, thus contributed to
their own decline;
A good advertising and promotion campaign can do a lot
ofrgood for the fishing industry through promoting in-
creased consumption of fishery products; A major drive-
in restaurant representative mentioned that a o cent
increase in the price of raw material per lb. would
necessitate an almost 25 cent increase at the final
consumer level for the items they handled and that such
an increase at the final level would most, likely, depress
conéumption;
One major buyex had the following suggestions for the
Atlantic Coast exporters:

~increase packing control;

~pack to specifications; and

~adopt a more realistic pricing policy
Fishery products accounted for only 2% of the GNv in
Denmark. Although there were, in all, 200 producers in
Denmark, only 5 or 6 of them were of any importance. In
Denmark, at the port level fish was auctioned. In
Denmark, there did not appear to be a fixed break-even
price for the processor, that is,if the international
selling price declined, the price paid by the processor
to the fishermen would be adjusted accordingly. In
other words, there was no minimum prices to fishermen and
no downward rigidity in prices at the fishermen level.

In contrast, there appeared to be a downward price
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rigidity at‘the fishermen level on the Atlantic Coast
due, largely, to political pressures. The ex-vessel
price of fish in Denmark refleéted, largely, the
pressure of market prices; as processors in Denmark was
able to pass on thneir loses to the primary producer,
they were better insulated, than their Canadian
counter-parts from a profit squeeze;
Denmark had a ready and accessible market in Europe.
East Germany, West Germény, Czechoslovakia, U.s.
The European market was, generally speaking, a high
priced one;
The warehousing facilities in Denmark were generally
inadequate; there was no central warehousing facilities
and each processor had to set-up his own fééilities;
this was a major handicap facing processérs; since 1950,
Denmark had more or less discontinued "salted & dried"
fishery items. The markets for their products generally
consisted of Italy, Turkey, Yugoslavia, etc. The salt
fish designed for these countries was generally custom
made under the close supervision of inspectors from the
buying countries. Danish exporters to the U.S.
generally sold to the followings:

Gortons of Gloucester;

Booth Fisheries Incorporation

O'Donnell Usen;

Carl Pass;

Sea Pak

Mrs. Pauls Kitchens; and

Danland Sea Food Corporation.
Denmark spent about $15,000 per year on adveftising and
promotion in the U.S. The promotion undertaken was not
tied in with final sales, it was mostly in terms of
participation in Food Exhibitions;

Danish exporters did not generally sell in the U.S. on a
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consignment basis. They mostly dealt with importers

who took title to goods;

The retail mark-up for fresh and frozen fillet items in
the New York market was about 35%;

within a 100 mile radius of New York city, there was
over 60 retail fish stores, %0 chain stores, 15 Hotel
supply houses, 110 wholesalers and 200 brokers;

Some Maritime exporters were selling fresh and frozen
fillets in the New York area on a consignment basis,
This has had a depressing effect on price; they should
instead be selling F.0.B. Canada on a fixed price basis;
it was estimated that consignment sales amounted to over
30,000 1bs. per week in the New York area, by Atlantic
Coast exporters; .
The Atlantic Coast exporters should undertake a co-
operative marketing effort, at least in selected products
for a trial period by pooling all their facilities; this
should help fuller utilization of capacity;

The B.C. Packers Association successfully marketed B.C.'s
frozen salmon and Halibut at a controlled price in the
U.s. market; this example should be imitated;

The Atlantic Coast exporters should attempt (a) to
control the guality of products flowing into the market;
(b) to regulate the price; and (c) promote fish
consumption in the U.S.;

A portioﬂ of export price should be ear-marked for
advertising and promotion purposes; efforts should be
made to reduce the ups and downs in production and in
invehtories; thisrcould be done only if there was a

close understanding of the U.S. market;

In the event a co-operative marketing effort was set up
on the Atlantic Coast, penalties should be imposed upon
those that violated the rules of the game. To safe-

guard the interests of the co-op, a $50,000 bond should

be insisted upon from the members;
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In South Africa, fhere was a\Rbck Lobster Tail éssdciat—
ion and members soid through the Association at an
agreed price. Simiiarly, Whiting products frdm South
Africa were also sold at a controlled price;
The brokerage in the U.S. ranged from 5% to 8% of the
selling price; additional expenses such as storage,
_handling, freezing, etc. would cost another 5% of the
selling price; Thus;.the total expenses of selling
through a broker"Waé'about 10%. Those Atlantic Coast
exporters who have their own distributing houses in the
U.S. inFurred only about 7-8% of sales as their selling
expense;
Some Canadiaﬁ distributing houses in the U.S. bought
suppliers from COmpeEitive sources when their own
sources.weré unable to supply fhe required products;
One Cénédian distributing house quoted the following
prices obtained by it at the Hotel-Restaurant level, in
February l969.. &
.>I}Q.F. Grey sole 55¢ per lb.
’LRegular:Grey sole 50¢
(they in. turn sold it from 60-65¢ per 1lb.)
éerch Fillets 5 1lb. 27¢ (medium).
29¢ (large)
\Peréh Fillets 1 1b. 33¢
Small Cod Fillets 33¢ (In large
‘quantities, over 5,000 lbs. 25¢ per 1lb.
eﬁ—public cold storage and 26¢-28¢ from
own premises). I.0.F. cod was sold at
40¢ per 1lb. and I.Q.F. Haddock at 48¢
.ﬁer 1b;
Some representaﬁiveé bf Canadian distributing houses in
the U.S. mentibned the need for a continuous feedback
between the.U;Sﬂ'market aﬂdftheir home plant production

schedulesi Iﬁfshifting to I.Q.F. production, a freezing
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plant was likely to encounter labour problems, because of
the skills required; but dispite any difficulties, I.Q.F.
products should be produced in larger gquantities;

One of the most serious problems concerning Atlantic
Coast exports was its poor product quality;

The cost of warehousing in the U.S. was 35¢ per 100 1lbs.
for the first month and 20¢ per month thereafter;

One buyer mentioned that he attemped to provide Canadian

exporters - his clients - with advance -delivery schedules;
The Icelandic marketing organization in the U.S. did not
generally remit the price they received in the U.S. to their
affiliated companies in Iceland; they retained a portion
of the earnings and engaged in point-of-sale promotion
programmes at the super market level, The Atlantic
Coast exports should not undercut each other in the U.S.
market: they should collectively agree not to sell

below a certain minimum level;

One of the major handicaps facing the Atlantic Coast
exporter was his narrow and limited product base; it

was essential that he broadened his product base. It
was easier to face a situation of demand shifts in the
final market with a more diversified product portfblio-
than with a limited one;

In February, 1969, although the stock situation with
respect to blocks in the U.S5. was guite satisfactory,
143 1b. blocks were in short supply. It was more
economical to use 143 lb. blocks for making pprtions
than 161 1bs. blocks; but it was difficult for any one
to know in advance about the forthcoming shortage or e
excess supply of a particular size of block as stock
figures did not list blocks by size. 1In order to equate
a 16% 1lb. block with a 1431 1b. block, it woﬁlﬁ cause

the processor a loss of approximately 9% in yield; the
Atlantic Cdast exporters should know as accurately as

possible what was the market requirements for 14% 1bs.
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vs 16 % 1b. blocks. The new 18 4 1lb. blocks produced
by Icelanders gave a better yieid than the traditional
14% 1b. and 16 3 1lb. blocks., It provided extra width
in cutting and positioning. fThe 143 1b. blocks could
be cut horizontally; 16 3 1b. blocks, vertically, and
the 18 3%, horizontally as well as vertically;

During times of falling prices, product quality and

and conformity invariably deteriorated on account of
the weak financial position;

The world market for Salt fish had declined over the
years and this had resulted in é shift of production
from "salted" to "frozen”;

The terms of payment with most buyers was 15 to 30 days;
some 60 days,depending upon the time of the year;

The retail price series on fishery products in the
United States was not entirely satisfactoxy in that they
did not take into account "the specials"offered during
the latter half of each week. It was based on price
data relating to 4 days in a week, of which 3 were
"non-special" days;

The distributing houses of Atlantic Coast exporters in
the U.S. enable them to gain a first hand assessment of
the U.5. market; those firms that did not have this
facility, generally rely on the brokers for this
service

Icelandic fishery products were better promoted aﬁd
merchandised in the U.S. than similar fishery products
from other countries;

There were definite advantages in setting up a
distributing houses in the U.S. by Atlantic Coast
exporters. A frozen food distributor in the U.S. handled
different products from a variety of producers; hence,
they were not in a position to, effectively, promote any

particular brand of products. However, a Canadian
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 distributor should be able to push its own product lines

nmuch better than a frozen food diétributor;

The setting ﬁp of a U.S. distributing house bj an

Atlantic Coast exporter would be useful and beneficial

only if it contemplated to widen its product line and

also shift from too much concentration in frozen blocks

and slabs to fillet iﬁems;

The advantages of entering into breading arrangements

with a U.sS. Processof, were as follows: the price of

Cod I.Q.F. fillets to a U.S. processgor was 28 cents |

(U.S.}; the I.Q.F. breaded fillets sell for 39 cents at

the wholesale level, that is,'39 less 27 cents = 12 cénts.

The cost of breading and other expenses (sales) wefe 6

cents. That is 6 cents per lb. was the net éaving that

an Atlantic Coast exporter could derive by entering into_
breading arrangements with a U.8. processor and sélling

the product himself; |

There are several alternative ways of tackling the

present difficulties facing the Atlantic Coast exporters. w
Assuming that the Atlantic Coast exporters would con- !

tinue to export from their home processing operations at

in thé U.5.), one way to improve the position of the
Atlantic Coast exporter was to reduce the proportion of
the total raw material going into the production of
blocks and to increase the propoxrtion of |

{a) 5 ib..boneless cod fillets,

(b) I.Q.F. and layer pack products,

(c) Headless and dressed flounder, etc.
Another approach was for the Atlantic Coast exporters to
set up diétributing and processing facilities in thé

home (that is, they will not set up processing operations
|
|
|
U.S5. and to process in the U.S.
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(a) portions

(b)Y I.0.F. breaded fillets
(c) Consumer packssuch as TV dinners, fish &

chips, and battered products,

Yet another approach was to develop markets other than

the U.S. and Canada;

Atlantic Coast exporters should pack more "private

labels" and sell more directly, to retailers;

The existing National Fisheries Instituté advertising
programmes were not specific enough to be of_much use in
promoting a fillet market in the U.5.; the N.F.I.
advértising and promotion budget should be increased and
fillet markets should be developed;

The sales expense (the equivalent of commission charged

by a broker) of a Canadian distributing house in the U.S.
was lower than the commission that was paid to a broker.
i.e. the advantage of selling through a distributing

house was that it obtained a better price;

Some frozen blocks were more of a commodity item than
others eg. Pollock blocks;

The competition encountered by Atlantié Coast exporters
from European suppliers was different in different
products: For example, the Atlantic Coast Perch Products
were not much affected by European Perch; similérly, ‘
Flounder and sole products were alsc not affected by :
European production; however, in cod products, the
competition was more severe The U.5. banks encourage
European competition; |

The school lunch programme in the U.S. has given a
definite place for Whiting in the U.S5. fishery markets.

If Cod went up in price, Whiting could become a

substitute for it:;

A Canadian distributing house representative mentioned

that they planned to increase the proportion of direct
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sales to retailers and decreased sales to processors;
If Atlantic Coast exporters wished to get into the
institutional and retail markets, they should seriocusly

consider diversifying their product lines;

Canadian producers and European producers should explore

the manner in which they could co-operate in marketing
fishery products in the U.S5.;

Big chainSin the U.S. such as A&P, Kroeger, Safeway,
etc. buy only high guality products. Therefore, it
was doubtful if small Atlantic Coast processors could
find entry into these firms;

Some brokers mentioned that it would be useful if data

relating to frozen fish production and stocks on the

Atlantic Coast could be released faster to the U.S. buyers;

the U.S. buyers need more accurate and speedy data on
Atlantic Coast landings, stocks, plant expansion etc.
so that they could plan their purchases;
The packaging of Norwegian and Icelandic products were
superior to that of Canadian products;'
The Canada inspection System was strict on guality but
not on packaging; more over, the emphasis was on quality
defects rather than "Conformation".
The services generally performed by a broker was as
follows:

- enter the shipment through customns;

-~ invoice it;

- undertake responsibility for the account (that

Vishfor prompt payment;)}
- expedite trucking;

- provide market information; and

~ other
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To most European exporters, there were two markets
available (2) home market and (b) the U.S. market.
However, for Canadians the U.S. was the major market.
The Atlantic Coast exporters were much too heavily
dependent on the U.S.rmarket, to a greater extent than
their European counterparts. This dependence could
be reduced by (a) increasging the size of the domestic
market; and (b} by cultivating and developing other
markets. Coupled with this high dependence was the
some what fragmented export effort;

Relatively small guantities of fish blocks, say, one
truck load of Cod blocks sold at below market prices
seemed to be enough to start a downward chain reaction
in the main purchasing centres in the U.S.

Some buyers thought that it was much too "easy to enter"
into the buying and selling of fish in the Boston
market; |

For New York brokers, fiéh was, generally, one of the
many items they cairied, but for Boston brokers, fish
was the only item;

Many U.S. buyers have in recent yeéars increasingly
shifted to European suppliers because their offerings
had been superior to Canadian production in terms of
guality and price; the shift from the Aﬁlantic Coast
to European suppliers was, partly necessitated by the
nature of the seasons; the U.S. buyers sought supplies
from Europe during October - April; the Canadian
season was from April to October;

With the objective of stabilizing supply, more and
more U.S. buyers were entering into contracts or
agreements to purchase; by spreading the sources of
supply, buyers attempted to lower their average raw
material costs;

I.0.F. poducts should be promoted and produced in
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larger quantities; however, for the small producer,

it presented some difficulties; it required tunnel
freezing;

The Fr ionor System of marketing for fishery products:

in Norway was based on the recommenaations of the
Frihagen Committee report issued in 1947; this committee
suggested that exports be handled through a licenced
exporter; it also stressed the importance of quality,
packaging, new products, as pre-requisites for market-
ing success. Organizationally, the Frionor.was a
corporation. Its stocks were held by Groundfish
producers in Norway. The producers were paid an agreed
price at the time of production; no adjustments were
made at the end of the vear, after the completion of
the sale in the U.S. As the Frinor took over the pro-
duction as soon as it came off. the prdduction line,
not much inventory financing was required at the
processor level. The Frinor spent about 100,000 dollars
per year on advertising and'promotion in the U.S.7only =
a quarter of this amount was devoted to brand
advertising. The majority (70%) of Frinor sales
constituted "bulk sales"; sales at the retail level
accounted for about 30%; In recent years, Norway has
licensed a second export marketing organization called
"the Nordic Group". This gréup sold in the U.S.,
mostly, through brokers and on consignment;

It was mentioned by a few buyers that the demand out-
look for blocks in terms of the production and
consumption of Fishsticks and portions was quite good.
They saw ho reason why the prices of blocks

should deteriorate in the face of such a good demand
situation; it appeared that small changes in the
nmethod of selling and marketing from the foriegn

exporter level to the U.S, processor level was needed in
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order to improve the pricés; for example, regulation
of supply flowing into the U.S. market was a must; As
in the case of wheat, oil, steel, sugar, etec. the
Groundfish producers should band together to regulate
the supply flowing into the U.S. market;
Increased Seafood consumption in the U.S. needed a lot
of promotion and advertising, marketing research and
quality control;
Tn the opinion of some brokers the main problem with
regard to Canadian groundfish exports to the U.S. was

(a) under-financed processors unloading fish into

the U.S. market;

{b) products of sub-standard quality; and

(¢) consignment sales through brokers;
A distinctiop was drawn between "minced" on (Shredded)
cod blocks and regular cod blocks. The former was sold
at about 13¢ per lb. in U.S. These blocks were first
produced in Iceland. These blocks were used to make
fish sticks; it was somewhat difficult to distinguish
between fish sticks made out of regular blocks and those
made out of minced blocks; At the retail level, minced
sticks (9 oz.) sold at around 29¢ per 1b; |
A master plan for exporting to the U.S. taking into
account the interests of all suppliers of Groundfish
should be drawn up;
Product diversification was a key element in any market-
ing‘plan; market studies should precede any new product
development;
Fish and Chips were a fast growing item in the U.S.; the
Government in both Canada and the U.S. should assist the
industry, in terms of financial support, to expand
advertising and promotion for fishery products; A
comprehensive programme for promotion should be drawn

. up by an international Committee consisting of represent-
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atives from all major suppliers;

In the future,the demand for fish blocks was likely to
rise as a result of a general campaign to promote fish
consuﬁption; while I.Q.F. and layer pack products
could be so0ld in advance in the U.S. market, the
traditional cello wrapped fillets had to be kept in
storage awaiting sale;

Because of inter-seller competition on the Atlantic
Coast, the same product exported by different exporters
obtained different prices in ﬁhe U.S. market; eg. Cod
Blocks 23¢ per 1lb., 24¢ per lb. 25¢ per 1lb., and 2Z6¢
per 1b.

Shrink factor in the blocks was still a real problem;
the more perfect the blocks were, the better the rate of

recovery (yield);

" Canadian exporters should start exploring selling

opportunities to multi-unit restaurant chains;

he determination of a proper price for commodjty-
groundfish products should not be left to the vagaries
of small exporters and particularly consignment brokers;
It would be useful fof Atlantic Coast exporters to

set up an Export Council with a marketing director. The
director should be in touch with all major buyers as
well as wholesale distributors and chain stores in the
U.S.; the Export Council should know the groéery trade
of the U.S.;
Atlantic Coast producers should make their products
distinctive by improving quality and introducing brands;
A packer who produced sub-standard products should not
be allowed to sell his products in the export market;
most of the fish that was used for fish and chips in
the U.S. was Icelandic Cod; perhaps a number of Canadian
exporters hould join together and explore the feasibility

of participating in the U.S. fish and chip business;



The export Council should finance invento;ies; it
should also employ food technicians to initiate new
products; it should enforce strict quality control;
Sellers should work with retail stores to develop dig-
plays and other merchandising aids;

Atlantic Coast exporters should have more direct contacts
with the buyers of chain stores in the U.S.; the chain
stores in the U.S. have not so far made any effort

to promote fishery products. There wasvtherefore, goad
scope for a major promotional work at the chain level;
It was mentioned by several buyers that the middle
states in the U.S. between Denver and‘Pittsbﬁrg had a
large potential for fishéry.products;

The present marketing system for Groundfish.was not
fair to the producer and processor; it was ruled by the
buyer; therefore, it needed to be revamped;

It appeared that the marketing skills available within
the Canadian and U.S. fishing industry were, relatively, |
poor; the industry found it increasingly difficult to
attract competant young people into it;

The industry was not adequately consumer oriented;

Due to the availability of Government subsidies in
supplying countries, there has not been enough
compulsion on the part of individual processing firms
to become efficient;

Danish processors seemed to pay a relatively higher
price to its fish producers than their competitors; yet
more able to produce a good quality product;

Packing a good quality product was only part of the
answer; there should be a proper marketing organization
to market the products in the U.S.;

There was need for setting up a Marketing Advisory
Board or information centre for the Atlantic Coast;

differential pricing by Canadian exporters to different

J
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buyers was not a healthy marketing practicej;
Icelandic products were better priced in the Chicago

market than corresponding Canadian packs; eq.

5 1lb. cello wrapped Cod fillets February 1969
Atlantic Coast 33¢ to 34¢
Icelandic . 39¢ to 40¢

5 lb. cello wrapped Haddock fillets

Atlantic Coast 39¢ - 40¢
Icelandic 45¢
Superior guality plus promotion accounted for.this price
fifferential; |
The Icelandic and Norwegian marketing organizations in
the U.S. generally participated in trade shows; their
approach was to work as closely as possible with restaurants,
institutions and the public;
There had been an over-expansion of fishing effort.in
many countries, indiscriminate Government assistance,
irrespective of plant efficiencies could bhe ruinous;
Mérkét.and marketing studies‘should be carried out on a
continuing basis;
There should be more communication between the packer and

the market;






