CERTAIN FISH FROM CANADA

Determination of No Injury or
Likelihood Thereof in Investigation
No. 303-TA-3 Under Section
303(b) of the Tariff Act of 1930,
as Amended, Together With the
Information Obtained in

the Investigation

USITC PUBLICATION 919
SEPTEMBER 1978

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



UNITED STATES INTERNATIONAL TRADE COMMISSION

COMMISSIONERS

Joseph O. Parker, Chairman
Bill Alberger, Vice Chairman
George M. Moore

Catherine Bedell

Italo H. Ablondi

Daniel Minchew

Kenneth R. Mason, Secretary to the Commission

This report was prepared by
Thomas G. Lopp

Agriculture, Fisheries, and Forest Products Division
Office of Industries

John M. MacHatton, Supervisory Investigator

Address all communications to
Office of the Secretary
United States International Trade Commission

Washington, D.C. 20436



CONTENTS

Page
Determination-- 1
Statement of reasons of Chairman Joseph O. Parker, Vice Chairman
Bill Alberger, and Commissioners George M. Moore, Catherine
Bedell, and Italo H. Ablondi- 3
Information obtained in the investigation:
Summar y-————-==—=———-———————————— e e e e e e e e e e A-1
Introducti on=————m—— e e e A-5
Description and uSeS——=——==— === A-6
U.S. tariff treatment-—————————==———m A-8
‘Nature and extent of the bounties or grants being paid or bestowed--- A-11
Direct payments to fishermen for production--------=—=========——- A-11
Direct payments to processors for production--------—-—--——-—-—-——o A-11
Direct payments to fishermen for fishing vessel construction----- A-11
Indirect assistance in the form of Government construction of
port facilities and processing plants and other subsidies------ A-12
Volume of goods potentially subject to countervailing duties—-------- A-13
U.S. Industry————=—— = e e e e e e A-l4
Consideration of injury or likelihood thereof:
U.S. production and exports:
Fishm——m oo e e e e e e A-16
Fish products——=———=m—m— o oo s A-18
U.S. eXports—————= == e e A-18
Capacity utilization=—====——=———————— e A-18
U.S. ImMpOrts——————— o o m o e e e e e A-18
Employment———==——===——— o e e A-20
INVENEOries———mmm o o e e e e A-22
Financial experience of domestic producers -- A-22
Consideration of the causal relationship between Canadian imports
and the alleged injury:
Market penetration of Canadian imports———----—-—-——-————————————- A-23
Loss of sales————=————— e e A-23
Prices:
West coast prices———==———=——————— e A-24
East coast prices=—-—-—————==- e e A-24
Appendix A. Letter of advice from Robert H. Mundheim, General Counsel
of the Treasury to the Chairman, United States International Trade
Commission, received June 27, 1978-——=———==———m—m—— e e A-35
Appendix B. Treasury Department's notices of liquidation of duties
(43 F.R. 25995 and 43 F.R. 25996, June 16, 1978)-——--—-——-—-—--mmom———— A-39
Appendix C. United States International Trade Commission notice of
investigation, public hearing, and request for written views, as
amended, issued July 14, 1978=--———————————m—mmm e A-43
Appendix D. Section 303 of the Tariff Act of 1930, as amended by the
Trade Act of 1974—————-—————————— e A-47

Appendix E. Memorandum to the Commission from the General Counsel of

the U.S. International Trade Commission on the subject of Treasury's

waiver authority, dated July 19, 1978-—-——=--———-—mmmmm e A-53
Appendix F. Statistical tables—-—=—--==——————————m A-59



ii

N CONTENTS--Continued

Appendix G. Information supplied to the Commission by the Department

of the Treasury as to the nature and extent of the Canadian bounties

and grants to the Canadian fisheries industry------------—-—-===-=-- A-77
Appendix H. Probable economic effects of tariif changes under title I

and title V of the Trade Act of 1974 for Trade Agreement Digest

Nos. 10030, 10035, 10039, 10040, and 10049, July 1975-—-===—=======—- A-85

STATISTICAL TABLES

1. Certain fish and fish products: U.S. imports for consumption, from

Canada, by TSUSA item, 1974-77, January-June 1977, and January-

June 1978-——r—=——————m s e s A-60
2. Cod, fresh or chilled, whole, or processed by removal of heads,

viscera, fins, or any combination threof, but not otherwise

processed (TSUSA item 110.1585): U.S. imports for consumption,

by principal sources, 1974-77, January-June 1977, and January-

June 1978-=====m—mm——mm e o m e m e A-61
3. Cod, frozen, whole, or processed by removal of heads, viscera, fins,

or any combination thereof, but not otherwise processed (TSUSA

item 110.1589): U.S. imports for consumption, by principal

sources, 1974-77, January-June 1977, and January-June 1978---—---- A-62
4, Cod, skinned and boned, whether or not divided into pieces, and

frozen into blocks, each weighing over 10 pounds, imported to

be minced, ground, or cut into pieces of uniform weights and

dimensions (TSUSA item 110.4710): U.S. imports for consumption,

by principal sources, 1974-77, January-June 1977, and January-

June 1978- e e e e A-63
5. Flatfish, except turbot, skinned and boned, whether or not divided

into pieces, and frozen into blocks each weighing over 10 pounds,

imported to be minced, ground, or cut into pieces of uniform

weights and dimensions (TSUSA item 110.4726): U.S. imports for

consumption, by principal sources, 1975-77, January-June 1977,

and January-June 1978-—=—=———————mmmm e A-64
6. Flatfish, except halibut, fresh or chilled, otherwise processed

(whether or not heads, viscera, fins, scales, or any combination

thereof have been removed) (TSUSA item 110.7033): U.S. imports

for consumption, by principal sources, 1974-77, January-June

1977, and January-June 1978-————=———=———-——om oo A-65
7. Flatfish, except halibut or turbot, frozen, otherwise processed

(whether or not heads, viscera, fins, scales, or any combination

thereof have been removed) (TSUSA item 110.7039): U.S. imports

for consumption, by principal sources, 1975-77, January-June

1977, and January-June 1978-——=———====r——=————-— -- - A-66

il



10.

11.

12.

13.

14.

15.

16.

17.

iii

CONTENTS

Cod, cusk, haddock, hake, and pollack, salted or pickled, whole,

or processed by removal of heads, fins, viscera, scales,

vertebral columns, or any combination thereof, but not otherwise

processed, and not in airtight containers (TSUSA item 111.2200):

U.S. imports for consumption, by principal sources, 1974-77,

January-June 1977, and January-June 1978~ - - -—— A-67
Cod, cusk, haddock, hake, and pollack, smoked or kippered, whole,

or processed by removal of heads, fins, viscera, scales,

vertebral columns, or any combination thereof, but not otherwise

processed, and not in airtight containers (TSUSA item 111.6400):

U.S. imports for consumption, by principal sources, 1974-77,

January-June 1977, and January-June 1978--—---—---——-—mom————mm——— A-68
Cod, cusk, haddock, hake, and pollack, smoked or kippered,

otherwise processed (whether or not heads, viscera, vertebral

columns, or any combination thereof have been removed), and not

in airtight containers (TSUSA item 111.6800): U.S. imports for

consumption, by principal sources, 1974-77, January-June 1977,

and January-June 1978- - -——= A-69
U.S. commercial landings of major types of fish landed by vessels

that fish for groundfish covered by this investigation, by

types, 1974-77, January-June 1977, and January-June 1978--—----—-- A-70
Major groundfish fillets: U.S. production, by major type of
fish, 1974-77, January-June 1977, and January-June 1978-————————- A-71

Cod, fresh, chilled or frozen, except cod frozen in blocks: U.S.
production, imports for consumption, and apparent consumption,
1975-77, January-June 1977, and January-June 1978 - A-72

Flatfish, fresh, chilled, or frozen, except flatfish frozen in
blocks: U.S. production, imports for consumption, and apparent
consumption, 1975-77, January-June 1977, and January-June 1978--- A-73

Frozen fish blocks weighing over 10 pounds each: U.S. produc-
tion, imports for consumption, and apparent consumption, by
types and by sources, 1975-77-————————m————u—r ——= A-T74

Frozen fish blocks weighing over 10 pounds each: Ratios of
imports to apparent consumption, by types and by sources,
1975-77~——- - - ——== A-75

Fresh and frozen flounder fillets: U.S. production, imports for
consumption, and apparent consumption, 1975-77 A-76

il



v



UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

(303-TA-3)
CERTAIN FISH FROM CANADA
Determination of No Injury or Likelihood Thereof

On the basis of information developed during the course of investigation
No. 303-TA-3, undertaken by the United States International Trade Commission
under section 303(b) of the Tariff Act of 1930, as amended, the Commission
determines unanimously 1/ that an industry in the United States is not being
injured, is not likely to be injured, and is not prevented from being established,
by reason of the importation of certain duty-free fish from Canada, provided for
in items 110.1585, 110.1589, 110.4710. 110.4726, 110.7033, 110.7039, 111.2200,
111.6400, and 111.6800 of the Tariff Schedules of the United States Annotated
(1978) (TSUS), upon which the Department of the Treasury has determined that a
bounty or grant is being paid within the meaning of section 303 of the Tariff
Act of 1930, as amended.

On June 27, 1978, the U.S. International Trade Commission received advice
from the Department of the Treasury that a bounty or grant is being paid with
respect to certain duty-free fish imported from Canada that are entered under
TSUS items 110.1585, 110.1589, 110.4710, 110.4726, 110.7033, 110.7039, 111.2200,
111.6400, and 111.6800. Accordingly, the Commission, on July 13, 1978,
instituted investigation No. 303-TA-3, under section 303(b) of the Tariff Act
of 1930, as amended, to determine whether an industry in the United States is
being or is likely to be injured, or is prevented from being established, by

reason of the importation of such merchandise into the United States.

- : ; ; - 1
1/ Chairman Joseph O. Parker, Vice Chairman Bill Alberger and Commissioners

George M. Moore, Catherine Bedell, and Italo H. Ablondi concurred in the negative
determination. Commissioner Daniel Minchew did not participate in the determina-
tion.



Notice of the institution of the investigation, public hearing, and request

for written views was published in the Federal Register of July 19, 1978 (43 F.R.

31072). On August 15, 1978, ‘a public hearing was held in Washington, D.C., at
which all persons who requested the opportunity were permitted to appear in
person or by counsel.

The Treasury investigation resulting in the countervailing duty determina-
tion was initiated as a result of a petition filed with the Treasury Department
on June 10, 1977, by the Fishermen's Marketing Association of Washington, Inc.,
Seattle, Washington. The petition was supported by the Point Judith Fishing

Cooperative, Point Judith, Rhode Island.



STATEMENT OF REASONS FOR CHAIRMAN JOSEPH O. PARKER
VICE CHAIRMAN BILL ALBERGER AND COMMISSIONERS
GEORGE M. MOORE, CATHERINE BEDELL, AND
ITALO H. ABLONDI

On June 27, 1978, the United States International Trade Commission received
advice from the Department of the Treasury, in accordance with section 303(b) of
the Tariff Act of 1930, as amended, that a bounty or grant is being paid with re-
spect to certain duty-free fish and fish products from Canada that enter the United

States under items 110.1585, 110.1589, 110.4710, 110.4726, 110.7033, 110.7039,

111.2200, 111.6400, and 111.6800 of the Tariff Schedules of the United States
Annotated (1978) (TSUS). Accordingly, the Commission, on July 13, 1978, insti-
tuted investigation No. 303-TA-3 under section 303(b) of the Tariff Act of 1930,
as amended (19 U.S.C. 1303(b)), to determine whether an industry in the United
States is being or is likely to be injured, or is prevented from being established,

by rcason of the importation of such merchandise into the United States.

Determination

On the basis of information obtained in the investigation, we determine that
an industry in the United States is not being injured, is not likely to be injured,
and is not prevented from being establighed, 1/ by reason of the importation of
~ertain duty-free fish from Canada, provided for in items 110.1585, 110.1589,
110.4710, 110.4726, 110.7033, 110.7039, 111.2200, 111.6400, and 111.6800 of the
TSUS upon which the Department of the Treasury has determined that a bounty or
urant is being paid within the meaning of section 303 of the Tariff Act of 1930,
ag amended.

The products under investigation and the relevant
7.8. industry

The imported articles that are the subject of this investigation are: whole

cod, fresh, chilled, or frozen; salted, pickled, smoked, or kippered cod, cusk, 3

1/ Prevention of establishment is not an issue in this investigation and will
not be discussed further in this statement of reasons.



haddock, hake, and pollock; cod and flatfish (except turbot))meat;frozen in blocks
of 10 pounds or more each; flatfish fillets, fresh or chilled (except halibut);

and flatfish fillets, frozen (except halibut or turbot). The principal imported
flatfish products included in the investigation are fillets and frozen blocks of
flounder. Whole cod and frozen cod blocks are also important in terms of imports.

Together, the cod, cusk, hake, pollock and flatfish covered herein are referred to
as groundfish.

In this determination we consider the rélevant U.é. industry to consist of
those facilities, including fishing boats, devoted to the catching or processing
of cod, cusk, haddock, hake, pollock, and flatfish. The grouﬂdfish‘that are the
subject of this investigation are landed by an estimated 700 east coast and 300

west coast fishing vessels and are processed by abbut 100 east coast and 25-30

west coast processing plants.

Nature of extent of countervailable Canadian
bounties and grants

Treasury's invesfigation of Canadian bounties and grants;covered the period

1976 through mid 1978. The countervailable bounties aﬁd grants found by Treasury
applied to virtually the entire output Bf the Canadian fishing'and.fish processing
industry. Only a small proportion of the bounties and grants prior to April 1,
1978 did not apply to the entire Canadian catch of groundfish.. These are certain
bounties and grants given to the Newfoundland fishermen and fishermen in other
Atlantic Provinces in the form of loans and other assistance from the Federal and
Provincial governments. Treasury found the total countervailable bounties and

grants to be equal to 17.22 percent of the value of U.S. imports of groundfish and



groundfish products from Canada prior to April 1, 1978. Effective April 1, 1978,
some of the bounties and grants were eliminated and the remainder were estimated by
Treasury to be equivalent to 5.22 percent of the value of U.S. imports from Canadé.
With the termination of direct cash grants to fishermen, effective October 1, 1978,
Treasury estimates the Canadian bounties and grants remaining will be equiyalent

to 1.22 percent of the value of all of U.S. imports of groundfish and groundfish
products from Canada. Furthermore, for those groundfish and groundfish products
imported from the Canadian west coast fisheries, the remaining level of Canadian
bounties and granﬁs will be equiwvalent to'only 0.85 percent of the value of the
imports. Based on the actions by the Canadian govermnment to eliminate virtually
all of the bounties and grants by October 1, 1978, and the other statutory criteria
for granting a waiver, Treasury has stated its intention to waive countervailing

duties under section 303(d) of the Tariff Act of 1930, as amended.

No injury
In making its determination the Commission has construed the statutory cri-
teria of section 303(b) in the same way it has construed the identical language
in section 201(a) of the Antidumping Act, 1921, as amended. _Tﬁis construction
is supported by the report of the House Ways and Means Committee which states in
part:
The relevant language regarding injury
determinations by the Tariff Commission
was derived verbatim from the Antidumping
Act, 1921, and is intended to have the
same meaning. 1/
After considering these criteria we have determined that the information

obtained in this investigation does not establish that the domestic industry is

being or is likely to be injured within the meaning of the statute.

1/ H. Rept. No. 93-571 93rd Cong. lst Sess. (1973) p. 74.
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While total U.S. imports from Canada of groundfish and groundfish products
subject to countervailable bounties and grants increased from 84 million pounds in
1975 to 126 million pounds in 1977, such imports accounted for only 17 perccnt of
total U.S. imports of groundfish and groundfish products in 1977. Although imports
from Canada of groundfish and groundfish products subject to countervailable
bounties and grants accounted for an increasing percentage of apparent of U.S. con-
sumption from 1975 to 1977, the percentage of apparent U.S. consumption accounted
for by domestic producers also increased.during this period. It is,‘therefore,
apparent that the impact of the imports from Canada was primarily on imports from
other sources, which declined as a percentage of apparent domestic consumption.

U.S. production (landings) of all groundfish rose from 147 million pounds
fillet weight in 1975 to 174 million pounds in 1977, or by 18 percent. The 1977
production level was the highest reached in recent years. In January-June 1978,
U.S. production amounted to 96 million pounds fillet weight, 8 percent gbove the
January-June 1977 level. Landings of cod increased by 28 percent between 1975
and 1977, and by 28 percent between 1976 and 1977 and by another 20 percent
between January-June 1977 and January-June 1978. Landings of 'all subject ground-
fish increased by 21 percent between 1975 and 1977, and increased by 15 percent
between January-June 1977 and Januéry—June 1978. 1Increased boat building activity
is beliéved to have substantially increased the capacity of the New England
groundfishing fleet in recent years.

Although data on overall employment trends in the domestic industry were
sought through the Commission's questionnaires, the domestic industry did not
supply such information. It might be inferred, however, that U.S. employment in
the production of groundfish and groundfish products has probably risen in line
with the recent increases in groundfish landings and in the production of ground- ©

fish products.



Specific profit-and-loss data for U.S. producers were also requested through
Commission questionnaires but most respondents indicated that they could not
provide such data. Despite the absence of such data, rising prices for most
categories of groundfish and groundfish products coupled with increases in pro-
duction indicate that the financial situation for U.S. producers may be improving.

Price comparisons for domestic and imported groundfish can be made only at
principal markets. Nearly half of the constructed monthly prices compared for
whole cod at Boston (the major east coast groundfish market) during the period
January 1976-June 1978, showed Canadian cod selling for higher prices than U.S.
cod. Since March 1978, there have been no months when the average constructed
price of Canadian whole cod was below the price of the U.S. product in the Boston
market. In the west coast market Canadian and U.S. whole cod bring virtually the
same price. While east coast prices for whole cod may have dropped recently,
west coast prices have increased. In 1977, cod accounted for 26 percent of the
total U.S. catch of the subject groundfish; over 80 percent of the groundfish
covered by this investigation are caught by the Atlantic fleet. Most other sales
of Canadian groundfish and groundfish products appear to have been at approximately
the same prices as the U.S. products. In addition, it apﬁears that the m&st rapid
drop in the U.S. prices for grouﬁdfish, occurring in the Boston market for whole
cod, éccurred during April-June 1978, at the same time that Canadian subsidies
were in the process of being considerably reduced.

No likelihood of injury

The bounties and grants found by Treasury to be bestowed upon Canadian

exports of groundfish and groundfish products are scheduled to be virtually



eliminated, effective October 1, 1978. The remaining bounties and grants, esti-
mated by Treasury to be equivalent to 1.22 percent of the value of the imports
from Canada, are not likely to have any injurious impact on the U.S. industry.l

In addition, imports into the west coast will be subject to bounties and grants
equivalent to only 0.85 percent of the value of such imports. Other factors indi-
cate that fish stocks presently depleted will be replenished and that many foreign
vessels will be excluded from the recently expanded territorial fishing grounds

of the United States.

Conclusion

Based on the foregoing, it is our determination that an industry in the
United States is not being injured, is not likely to be injured; and is not
prevented from being estaBlished, by reason of the importation of certain duty-
free fish and fish products from Canada which Treasury has determined are subject

to Canadian bounties and grants.
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INFORMATION OBTAINED IN THE INVESTIGATION
Summary

On July 13, 1978, the U.S. International Trade Commission instituted
investigation No. 303-TA-3 to determine whether an industry in the United
States is being or 1is likely to be injured, or is prevented from being estab-
lished, by reason of the importation of certain duty-free fish from Canada
that enter the United States under items 110.1585, 110.1589, 110.4710,
110.4726, 110.7033, 110.7039, 111.2200, 111.6400, and 111.6800 of the Tariff
Schedules of the United States, which the Department of the Treasury advised
the Commission, on June 27, 1978, are subject to Canadian bounties or grants.
A public hearing was held in Washington, D.C., on Tuesday, August 15, 1978.
The Commission's determination is due to be reported to the Secretary of the
Treasury on September 27, 1978.

In its letter of advice to the Commission, Treasury indicated that it
intended to waive the collection of countervailing duties in the event that
the Commission makes an affirmative injury determination. It should be noted,
however, that Treasury's authority to waive collection of such duties is
scheduled to expire on January 3, 1979, and that the assessment and collection
of countervailing duties on fish, if the Commission makes an affirmative find-
ing, should commence at that time.

The fish and fish products covered by this investigation are all ground-
fish or groundfish products. Groundfish are fish that are caught at or near
the sea bottom in cold or temperate waters. Included in the investigation are
whole cod, fresh, chilled, or frozen; salted, pickled, smoked, or kippered
cod, cusk, haddock, hake, or pollock; cod and flatfish (except turbot) meat
frozen in blocks of 10 pounds or more each; and flatfish fillets, fresh,
chilled, or frozen (except halibut or turbot). The most common flatfish
covered are flounder, sole, dabs, and fluke. The names are used inter-
changeably; as a group, they are often collectively called "flounder." 1In the
aggregate, the imports being investigated accounted for about 17 percent of
total U.S. imports of all groundfish and groundfish products and about 14
percent of total U.S. consumption of such articles in 1977. Groundfish and
groundfish products in turn accounted for about 30 percent of all the fish and
fish products consumed in the United States in 1977. All the groundfish and
groundfish products covered herein were granted duty-free treatment as a
result of U.S. concessions made during the Kennedy round of trade agreements
negotiated in the General Agreement on Tariffs and Trade.

The bounties and grants provided on Canadian exports of the subject fish
to the United States, as found by Treasury, accounted for an estimated 17.22
percent of the value of the imports from Canada prior to March 31, 1978.
During April 1, 1978-September 30, 1978, the subsidies and grants are esti-
mated to have been equivalent to 5.22 percent of the value of the subject
imports from Canada, and beginning October 1, 1978, the subsidies and grants
are estimated to have been equivalent to 1.22 percent of the value of the
subject imports from Canada. All the fish covered by this investigation that
are imported from Canada are subject to the bulk of the subsidies, but sub-
sidies cquivalent to 0.37 percent of the value of the imported products areA-l
applicable only to fish imported from the Atlantic Provinces.
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The following table shows the nature and extent of the various countervailable

subsidy programs undertaken to support the Canadian fisheries industry

Estimated ratios of the value of Canadian bounties and grants to the value of U.S.
imports, by Canadian subsidy programs, and by specified periods, as calculated by

Treasury
(In percent)
. : Period ending : Apr. 1, 1978 to:Period beginning
Type of subsidy : Mar. 31, 1978 : Sept. 30, 1978 : Oct. 1, 1978
Direct payments to fishermen: : : :
Offshore and all British Columbia : :
fishermen-~=--~-- —— - - 4.00 = - -
Inshore, except British Columbia : : :
fishermen--=====——rmemme e : 4.00 : 4.00 : -
Direct payments to processors-——-——-——---=3 8.00 : -3 -
Direct payments to fishermen for :
fishing vessel construction---------- : .85 : .85 0.85
Department of Regional Economic . : : :
Assistance grants to Newfoundland : : :
fisheries——==~=——=m o : .27 ¢ .27 ¢ .27
Other countervailable bounties or : : :
grants to Atlantic Provinces : : :
fisheries=—==m=m=—commmmm e : .10 .10 : .10
Total—=——m e e 17.22 5.22 1.22

Source: Compiled from material submitted to the U.S. International Trade Commission

by the U.S. Department of the Treasury.

An estimated 700 New England and 300 west coast fishing vessels land the
subject groundfish in the United States. U.S. landings of the subject ground-
fish covered by this investigation increased slowly from 1974 through 1976 but
increased much more rapidly between 1976 and 1977, as shown in the following

table.

U.S5. commercial landings by U.S. vessels of groundfish of the types covered by
this investigation, 1974-77, January-June 1977, and January-June 1978

(In thousands of pounds product weight)

Jan.—-June—-

Item fore74 % o1975 P 1976 P 1977 ] .
: : : : © 1977 D 1978
New England landings----------: 205,731 : 209,699 : 211,053 : 263,488 : 136,000 : 161,000
West Coast landings-—=—-—------ : 64,619 : 62,231 : 70,375 : 64,132 : 30,300 : 30,000
Total-----=—~=—==—eeeeu:"270,350 : 271,930 : 281,428 : 327,620 : 166,300 : 191,000

-
. .

Source: Compiled from official statistics of the U.S. Department of

Commerce.

A-2
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U.S. imports of groundfish of the types covered by this investigation are
shown in the following table. ‘

Groundfish and groundfish products of the types covered by this investigation:
U.S. imports for consumption, by sources, 1975-77

Jan.-June--

Source ‘1975 Y1976 1977 .
. : : 1977 . 1978

Quantity (1,000 pounds product weight)

Canada--—-=-=====-=m==mm=m=m—m : 87,306 : 108,048 : 128,379 : 46,209 : 52,108
All other countries--——--=-—--- : 158,868 : 168,997 : 166,591 : 94,615 : 81,811
Total-=--—=-==mmmmmmmmmmmm 246,174 : 277,045 : 294,970 : 140,824 : 133,919

Value (1,000 dollars)

e oo oo

. . . .
. . . .

Canada----======—======—-=—=——3: 61,437 : 90,726 : 121,933 : 42,202 : 51,354
All other countries----—-------—: 92,534 : 110,835 : 149,912 : 83,913 : 76,886
Total —========m === cmmmmmmm :7153,971 : 201,561 : 271,845 : 126,115 : 128,240

Since the groundfish and groundfish products covered by this investiga-
tion are essentially interchangeable at various stages of production and con-
sumption, the imports from Canada of groundfish and groundfish products that
are subject to the investigation are compared with U.S. production, imports,
and consumption of all groundfish and groundfish products in the following
table. Exports of groundfish and groundfish products are negligible.

A-3
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Introduction

On June 27, 1978, the United States International Trade Commission
received advice from the Department of the Treasury, in accordance with sec-
tion 303(b) of the Tariff Act of 1930, as amended, that a bounty or grant is
being paid with respect to certain duty-free fish and fish products imported
from Canada that enter the United States under items 110.1585, 110.1589,
110.4710, 110.4726, 110.7033, 110.7039, 111.2200, 111.6400, and 111.6800 of
the Tariff Schedules of the United States Annotated (1978) (TSUSA). 1/
Accordingly, the U.S. International Trade Commission, on July 13, 1978, insti-
tuted investigation No. 303-TA-3 under section 303(b) of the Tariff Act of
1930, as amended (19 U.S.C. 1303(b)), to determine whether an industry in the
United States is being or is likely to be injured, or is prevented from being
established, by reason of the importation of such merchandise into the United
States.

A public hearing in connection with the investigation was held in
Washington, D.C., on August 15, 1978. Notice of the institution of the inves-

tigation, public hearing, and the request for written views was published in
the Federal Register -of July 19, 1978 (43 F.R. 31072). 2/

This investigation resulted from a countervailing duty petition which was
filed with the Treasury Department on June 10, 1977, by the Fishermen's Mar-
keting Association of Washington, Inc., Seattle, Washington. The petition was
supported by the Point Judith Fisherman's Cooperative Association, Inc., of
Nanagensett, R.I.

On January 27, 1978, a "Notice of Preliminary Countervailing Duty Deter-
mination" was published in the Federal Register (42 F.R. 3786). This notice
stated that Treasury had made a preliminary determination that benefits had
been received by Canadian fishermen and processors which constitute
bounties or grants within the meaning of section 303 of the Tariff Act of
1930, as amended.

As amended by the Trade Act of 1974, the Tariff Act of 1930 provides
that, for duty-free merchandise that has been found by the Secretary of the
Treasury to be subject to bounties or grants paid or bestowed by a foreign
country, or other foreign entity, the U.S. International Trade Commission
shall determine within 3 months after being so advised by Treasury whether an
industry in the United States is being or is likely to be injured, or is pre-
vented from being established, by reason of the importation of such merchan-
dise into the United States. In the event of an affirmative determination by
the Commission, the law provides that the Secretary of the Treasury shall
direct the assessment and collection of countervailing duties in the amount of
the bounty or grant.

1/ A copy of Treasury's letter of advice is presented in app. A, and a copy
of Treasury's notice of liquidation of duties is presented in app. B.
2/ A copy of the Commission's notice, as amended, is presented in app. C.
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Section 303(d), however, provides for certain instances in which the
collection of countervailing duties may be waived until January 3, 1979. 1/
In the Treasury letter of advice to the Commission, 2/ the General Counsel of
the Treasury informed the. Commission that conditions exist that, in effect,
make it appropriate to waive the collection of countervailing duties on the
duty-free fish that are the subject of this investigation. It appears, how-
ever, that if the Commission makes an affirmative determination in this inves-—
tigation, the assessment and collection of countervailing duties must commence
on January 3, 1979. 3/

Since 1950, the Commission has conducted three investigations on imports
of the types of fish and fish products covered by this investigation. In the
first of these investigations the Commission determined that no injury had
occurred to a domestic industry. 4/ 1In both of the other investigations, the
Commission recommended that the President modify and restrict the tariff con-
cessions that the United States had granted in the General Agreement on
Tariffs and Trade (GATT). 5/ The President did not follow the recommendations
of the Commission in either of the latter two investigations, nor did he take
any other actions restricting the subject imports.

Description and Uses

The fish and fish products covered by this investigation are limited to
certain duty-free groundfish and certain duty-free products of such fish. The
term "groundfish" encompasses many types of common food fish having fins and
caught on or near the sea bottom in cold or temperate waters. Among the
groundfish and groundfish products covered by this investigation are certain
flatfish products, cod and certain products thereof, and cusk, haddock, hake,
and pollock and certain products thereof. Collectively, all the above are
referred to in this report as groundfish and groundfish products.

Flatfish are horizontally flattened fish, with both eyes on the upper
side of the body; they include flounder, sole, dabs, halibut, and turbot. In

most of their commercial forms, however, halibut and turbot are not included
in the scope of this investigation.

1/ Sec. 303 of the Tariff Act of 1930, as amended by the Trade Act of 1974,
is presented in app. D.

2/ A copy of Treasury's letter of advice is presented in app. A.

3/ See memorandum of the General Counsel of the U.S. International Trade
Commission to the Commission (July 19, 1978) in app. E.

4/ Groundfish Fillets: Report on the Escape Clause Investigation, Report
No. 182, 2d ser., 1953.

5/ Groundfish Fillets: Report to the President on Escape Clause Investiga-
tion No. 25, 1954, and Groundfish Fillets (1956): Report to the President on
Escape Clause Investigation No. 47, 1956.

A-6



A-7

The products included within the scope of the investigation are listed
below:

Groundfish, except flatfish:
Cod:
Whole:
- Fresh or chilled (TSUSA item 110.1585)
" Frozen (TSUSA item 110.1589)
Salted or pickled (TSUSA item 111.2200(pt.))
Smoked or kippered (TSUSA item 111.6400(pt.))
Not whole:
Frozen, in blocks (TSUSA item 110.4710)
Smoked or kippered (TSUSA item 111.6800(pt.))
Cusk, haddock, hake, or pollock:
Whole:
Salted or pickled (TSUSA item 111.2200(pt.))
Smoked or kippered (TSUSA item 111.6400(pt.))
Not whole: v
‘Smoked or kippered (TSUSA item 111.6800(pt.))
Flatfish:
Except halibut or turbot:
" Not whole:
Frozen, in blocks (TSUSA item 110.4726(pt.))
Fillets, fresh or chilled (TSUSA item 110.7033(pt.))
Fillets, frozen (TSUSA item 110.7039)
Halibut, not whole, frozen, in blocks (TSUSA item 110.4726(pt.))
Turbot, not whole, fillets, fresh or chilled (TSUSA item
110.7033(pt.))

The whole fish covered by this investigation may have their heads, viscera
fins, or any combination thereof removed. However, whole salted or smoked
fish may also have their vertebral columns removed, and salted fish may also
have their scales removed.

The frozen fish blocks covered by this investigation are generally skin-
less and boneless fish meat--usually fillets or pieces of fillets—- compacted
together and frozen to form blocks or slabs each weighing over 10 pounds.
Frozen fish blocks made of minced fish flesh and frozen fish blocks weighing
under 10 pounds each are not included in the scope of the investigation.

The flatfish fillets covered by this investigation are boneless, or
nearly boneless, sides of fish cut away from the backbone. At the retail

level, fish portions--pieces of frozen fish blocks--are often labeled "fil-
lets."

Imported and domestically produced groundfish blocks are used by fish
processors in manufacturing fish portions, such as those sold in fast-food
outlets or frozen dinners. A substantial portion of domestic production of
such blocks 1is unreported in official production statistics, however, because
the block 1s an intermediate product of some firms that purchase the whole
fish and eventually produce fish portions. The groundfish portions may lose
their species identity (e.g., cod or flounder) and may sell at retail simply

as fish sticks, fish portions, or as ingredients of fish sandwiches or fish
platters.
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Most whole imported and domestically produced groundfish are cut into
fillets by domestic processors, although some are sold on the retail market in
the whole form. Larger groundfish may be cut into steaks. Fresh, chilled,
and frozen fillets are sold through retail outlets, restaurants, and institu-
tions.

Inasmuch as this investigation covers no dutiable fish or fish products,
the investigation does not include such groundfish as Atlantic Ocean perch;
whole, fresh, chilled, or frozen cusk, haddock, hake, or pecllock that are not
otherwise processed; cod, cusk, haddock, hake, or pollock fillets or steaks;
or whole fresh, chilled, or frozen flatfish. Since these articles are often
inseparably linked with the duty-free articles covered by the investigation on
the production and consumption levels, both the dutiable and duty-free arti-
cles are discussed in various sections of this report.

The bulk of U.S. production and trade in the groundfish articles covered
by this investigation are in cod and products thereof and in flounder prod-
ucts. Cusk, haddock, hake, pollock, halibut, and turbot products covered by
this investigation are of minor commercial significance. 1In the aggregate,
the imports being investigated accounted for about 17 percent of total U.S.
imports of all groundfish and groundfish products and about 14 percent of U.S.
consumption of such articles in 1977. Groundfish and groundfish products in
turn accounted for about 30 percent of all the fish and fish products consumed
in the United States in 1977.

U.S. Tariff Treatment

All the articles covered by this investigation are duty free as a result
of concessions granted by the United States in the Kennedy round of trade
agreement negotiations under the GATT. The effective date of the duty-free
treatment varies according to the TSUSA item concerned,. as shown in the fol-
lowing table:
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U.S. rates of duty, by TSUSA items, and effective date
of duty-free treatment, Dec. 31, 1967, to present

TSUSA
item
No.

(Cents per pound)

Brief description

Rate of duty

Col. 1

Current
rate

On
Dec. 31,
1967

Col.

Effective
date of
duty-free
treatment

50 0 oo |ee s ee oo se oo

es os se

110.1585:
110.1589:

.

20 se o0 ss o

se oo

110.4710
110.4726

te oo ee oo

.
.

110.7033:
110.7039:

ee oe ss o0 oo

oo

Fish,

fresh, chilled, or

frozen:
Whole; or processed by

removal of heads,
viscera, fins, or
any combination
thereof, but not
otherwise processed:

Cod:

Fresh or chilled----
Frozen-———-—=—=—————

Skinned and boned,

whether or not di-
vided into pieces,
and frozen into
blocks each weighing
over 10 pounds, im-
ported to be minced,
ground, or cut into
pieces of uniform
weight and dimen-
sions:

Flatfish, except

turbot.

Otherwise processed

(whether or not
heads, viscera,
fins, scales, or any
combination thereof
have been removed):

Flatfish, except

Fish,

halibut:

Fresh or chilled—---
Frozen, except
turbot.

salted or pickled,

whether or not whole,
but not otherwise
processed or pre-
served, and not in
airtight containers:

Cod,

cusk, haddock,
hake, and pollock:

e ®0 e oo oo v s o ue oo se o

oo oo

®e oo 6 oo 40 eo oo v oo e

ee oo seo oo

Free
Free

Free
Free

Free
Free

@@ 00 e 00 0 G0 00 00 00 %° s GC e 00 ee OO e ©O e OO0 o0 OO0 e °0 0 0 se 0 se o0 oo |ee eo oo

e oo oo oo oo

% ee 5 es eo e o e o0

0.5¢

l¢
l¢

@0 00 o0 80 es S0 0 Go 00 00 o9 00 e *° 00 00 eeo 0 o |0 ee *o oo oo

@6 90 00 ¢ e S0 ee 9° 00 €6 o8 ©0 se 0 e 0 e 0e e S0 es 00 oo o0

se o0 oo

l¢

1.25¢
1.25¢

96 90 6¢ 06 0 00 e 68 e PC G0 e GC 00 60 6 06 00 O° 00 G0 G0 20 GO GO G0 06 OO GO 66 00 60 0 ©O 00 v e o 6o e 60 o6 oo oo eo |ee se eo eo oo se oo

Jan. 1, 1971
Jan. 1, 1971

Jan. 1, 1972
Jan. 1. 1972

Jan. 1, 1972
Jan. 1, 1972

A-9



A-10
Certain fish: U.S. rates of duty, by TSUSA items, and effective date
of duty-free treatment, Dec. 31, 1967, to present

(Cents per pound)

.

Rate of duty
Effective
date of
duty-free
treatment

TSUSA
item
No.

o1

On
Dec. 31,
1967

Brief description

Col. 2
Current

rate

111.2200 Whole; or processed by: Free
removal of heads,
fins, viscera,
scales, vertebral
columns, or any com-
bination thereof,
but not otherwise
processed.

Fish, smoked or kippered,
whether or not whole,
but not otherwise pre-
pared or preserved,
and not in airtight
containers:

Cod, cusk, haddock,
hake, and pollock:
Whole; or processed
by removal of
heads, viscera,
or vertebral
columns, or any
combination there-
of, but not other-
wise processed.
Otherwise processed
(whether or not
heads, viscera,
vertebral columns,
or any combina-
tion thereof have
been removed).

0.2¢ 1.25¢ :Jan. 1, 1970

111.6400 Free 0.5¢ 2.5¢ Jan. 1, 1971

86 96 69 80 06 66 ee 06 00 S0 s 60 00 66 s OO ee O° e OF ee 09 es o co [ee eo oo oo oe o oo

111.6800 3¢ Jan. 1, 1972

—
Led

Free

e 00 80 00 00 99 ©% 66 06 S0 60 00 6 OO 06 60 6 OO 96 00 o 00 0 06 60 00 ee oo 66 00 oo (60 0 v 00 00 o0 oo

96 ©6 66 66 26 00 ee S0 08 00 %6 6 Gs ©° e °° se O ee ©C se 00 08 00 s G4 S0 G0 eo G0 oo S0 o [e ¢ e0 o e o0 o
00 ©0 @8 90 o6 0 a0 OO 06 S0 66 O 26 OO o SO 00 ©0 ee OO ve *° 00 ©° o O° e0 0 es O° ee S0 oo [ee o0 o0 o]
P

60 ©0 4o 60 0o 00 eo OO o 90 40 66 Ge OO ee O0 e0 0 e 00 se S0 eo 00 es 00 s 00 o0 9 e °° e |00 0s o0 oe oo

se o0 e oo es o se oo

ee oo

U.S. imports from Canada of the fish and fish products covered by this
investigation, by TSUSA items, are shown in table 1, appendix F. Statistical
tables 2-10 present data on imports from all countries, by TSUSA items, for
1974-77, January-June 1977, and January-June 1978.
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Nature and Extent of the Bounties or
Grants Being Paid or Bestowed

In its countervailing-duty investigation on certain duty-free fish from
Canada, the Treasury Department determined that the Federal or local govern-
ments had provided the Canadian fisheries industries with four major types of
countervailable bounties or grants. Treasury determined that the bounties and
grants amounted to 5.22 percent of the value of Canadian fisheries production
in July 1977. The bounties or grants were in the form of--

1. Direct payments to fishermen for productionj

2. Direct payments to processors for production;

3. Direct payments to fishermen for fishing vessel con-
struction; and ’

4. 1Indirect assistance in the form of Government con-
struction of port facilities and processing plants.

Because the Government of Canada has eliminated or has taken steps to
eliminate these bounties or grants, as reported below, the Treasury Department
has announced that -it will waive the implementation of countervailing duties
on imports of the subject fish from Canada if the U.S. International Trade
Commission's injury determination is in the affirmative. 1/

Direct payments to fishermen for production

The Canadian Government has provided a subsidy of 2 cents per pound to
fishermen, based on the landed weight of the fishj it is equivalent to a sub-
sidy of 6 cents per pound for frozen blocks or fillets. This subsidy, applied
to an average value per pound of 75 cents is equivalent to 8 percent ad
valorem. It was eliminated for offshore fishermen on March 31, 1978, and that
for inshore fishermen, representing about half the Canadian catch, is sched-
uled to be eliminated on October 1, 1978. Therefore the entire 8 percent ad
valorem subsidy in the form of direct payments to fishermen is scheduled to be
eliminated, effective October 1, 1978.

Direct payments to processors for production

The Canadian Government provided a subsidy of 6 cents per pound to fish
processors for their production; it was equivalent to about 8 percent ad

valorem. Effective March 31, 1978, the entire subsidy to processors was
eliminated.

Direct payments to fishermen for fishing
vessel construction

The Treasury Department estimates that during the last * * * years the Can-
dian program for direct assistance to the construction of fishing boats

1/ See the introduction to the report for a discussion of Treasury's waiver, |
authority. ‘
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less than 75 feet in length has averaged § * * * million a year, and during the
last * * * years, the Canadian program for direet assistance to the construction
fishing boats 75 feet in length or longer averaged $*** million a year. The
two subsidy programs were estimated by Treasury to be equivalent to 0.85 per-
cent of the value of the Canadian fish catch in 1977. There is no indication

from Treasury that the fishing vessel subsidy will be phased out.

Indirect assistance in the form of Government construction of port
facilities and processing plants and other subsidies

The major remaining countervailable subsidies found to exist by the Trea-
sury department consist of Canadian Department of Regional Economic Assistance
grants for the purpose of building port facilities, fish plant water systems,
and marine service centers in Newfoundland. The total amount of the grants--
$*** mpillion--when amortized over a period of *** years results in an annual
subsidy of 0.27 percent when measured against the value of the 1977 Canadian
fish catch. There is no indication from Treasury that this subsidy program
will be phased out or eliminated.

Other subsidies found to exist by Treasury include primarily low interest
loans for fishing boat construction or repair, and low interest loans for
processors, financed by various Provinces. Although Treasury has not calcu-
lated the ad valorem rate of subsidy for each of these loan programs, it esti-
mates that in 1977 they were equivalent, in the aggregate, to 0.10 percent of
the value of the annual Canadian fish catch. There is no indication from
Treasury that these loan programs will be phased out or terminated in the near

future.

The following tabulation and appendix G show the nature and extent of the
various countervailable programs undertaken to support the Canadian fisheries
industry.
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Estimated ratios of the value of Canadian bounties and grants to the value of
U.S. imports, by Canadian subsidy programs, and by specified periods, as
calculated by Treasury

(In percent)

: iod © : Period
: Peg}o : April 1- : begin
Type of subsidy : M:: 12% : Sept. 30, : ning
: . 3 ’ e 1978 : October
. 1978 : 1, 1978
Direct payments to fishermen: : : :
Offshore and all British Columbia fisher- : : :
M @M = == = e e : 4,00 : - -
Inshore, except British Columbia fishermen---: 4.00 : 4.00 : -
Direct payments tO pProcessors———————————=-————- : 8.00 : - -
Direct payments to fishermen for fishing vessel: e :
construction~—=—=——=——-————m e : .85 : .85 : 0.85
Department of Regional Economic Assistance : : :
" grants to Newfoundland fisheries---—---==——=—— : .27 ¢ .27 ¢ .27
Other countervailable bounties or grants to : : :
Atlantic Provinces fisheries-—-————~=—=-—me— : .10 : .10 : .10
Total-=—m—=—m== e : 17.22 : 5.22 : 1.22

Source: Compiled from material submitted to the U.S. International Trade
Commission by the U.S. Department of the Treasury.

Volume of Goods Potentially Subject to Countervailing Duties

Virtually all fish and fish products imported from Canada that are within
the scope of this investigation are potentially subject to the imposition of
countervailing duties if the U.S. International Trade Commission determines in
the affirmative. l/ Most of the subsidies found to exist in Canada apply
across the board, to all the groundfish covered in this investigation.
Several of the subsidies that will remain after October 1, 1978 are adminis-
tered by Canada's Atlantic Provinces. All fish caught that are the subject of
this investigation could, after October 1, 1978, be subject to a counter-
vailing duty of 0.85 percent (to countervail against the 0.85 percent direct
subsidy to fishermen for fishing vessel construction), and those Canadian fish
caught in the Atlantic Provinces could be subject to an additional 0.37 per-
cent countervailing duty (to countervail against the 0.27 percent ad valorem
Department of Regional Economic Assistance grants and the 0.10 percent ad
valorem impact of the Provincial loans to fishermen and processors).

The value of U.S. imports from Canada of the fish and fish products
covered by this investigation increased from $6 million in 1975 to $12 million
in 1977, and accounted for 45 percent of total U.S. imports of such products
from all sources in 1977.

1/ See pages A-5 and A-6 for a discussion of Treasury's authority to waive
the collection of countervailing duties.
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U.S. Industry

An estimated 700 New England and 300 west coast fishing vessels land
groundfish in the United States. A large share of the west coast vessels {ish
for other species during part of the year. Only a very few craft are based in
Alaska, where there is expected to be an attempt to establish a major (.S.
groundfish industry. There are some commercial landings of groundfish i
Eastern ports south of New York, but such landings are generally either inci-
dental to other fishing operations or concentrated efforts for only a short
period of each year.

A number of new boats have been built for the New England groundfish
industry in recent years, and more are presently under construction. No boats
have been built solely for the west coast groundfish industry during the last
10 years. Although some new boats capable of use in catching groundfish have

been built on the west coast in recent years, their crews primarily seek
shellfish and fish other than groundfish.

Most east coast fishing craft are individually owned--that is, one craft
to an owner or family. Very few boat owners own more than one vessel. None
of the Eastern processing firms are known to own vessels, although many did a
number of years ago.

On the west coast also the craft are primarily owned by individuals or
families; a few are owned by two or three partners. Some west coast pro-—
cessors hold a small interest in some of the craft. The groundfish industry
that is emerging in western Alaska is expected to include ownership of the
vessels by the processing plants; in some cases, however, the processors will
only finance the Alaskan vessels. A new vessel equipped to fish in Alaskan
waters costs more than $1 million, and vessels with processing equipment
(called factory ships) cost several times that amount. Some factory ships are

currently under construction, but they are designed moére for crab than for
groundfish operations. ‘ ‘

The number of U.S. fishing craft probably increased somewhat in 1977 and
early 1978. Prior to 1977, however, there had been a continuous decline in
their numbers as craft left the fleet through attrition faster than they were
replaced.

Primary groundfish processing plants, which handle the landings of the
domestic fleet, may number 100 on the east coast and 25 to 30 on the west
coast., Most are small establishments; none of the plants are considered
large. Many of the processors that prepare fresh fillets have freezing equip~
ment so that they can freeze their surplus production. Such processors
account for all the domestic production of frozen fish blocks. While some
domestically produced fish blocks are sold commercially, the production of
fish blocks is not considered to be a separate industry inasmuch as the blocks
are merely an intermediate product between fillets and fish portions.
Although the number of groundfish processing plants has probably declined
slightly during recent years, total production has increased.
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There is no known domestic industry that engages extensively in the pro-
duction of salted, smoked, and kippered cod, cusk, haddock, hake, or pollock.
Some is produced by individual fishermen in Maine.

The U.S. fishing industry has been prone to experiencing "boom and bust"
cycles. When income is good, more vessels are built; there is then a smaller
available supply per vessel. Also there is a tendency for the fleet as a
whole to overfish, resulting in lower fish populations and ultimately in lower
overall catches. Increased fish prices in the mid-1970's and the establish-
ment of the 200-mile fishing zone in 1977 provided the incentive for a boom in
fishing vessel and processing-plant construction. After years of declining
production, low fish prices, and the depletion of the fish stocks off the
North American coasts by foreign vessels, the U.S. fishing industry antici-
pated (and anticipates) substantial increases in production and consumption of
groundfish. A number of new vessels were built for the New England fleet--
mostly for the New Bedford, Mass., area--and orders were placed to build
more.

The U.S. catch increased dramatically in the first half of 1978; the
increase would have been significantly greater except for stringent new con-
servation regulations (brought about by establishment of the 200-mile fishing
zone) that limited the overall fishing catch to weekly quotas--particularly on
cod and haddock--that are well below the fishing vessels' capabilities. Dur-
ing the last 2 weeks of March 1978, conservation quotas prohibited the catch-
ing of any cod or haddock. Additional regulations were announced at the end
of June, and the Gloucester fleet tied up for much of the month of July in
protest. Shortly after they resumed fishing, it was announced that the
Government would study the situation before changing the regulations. The
landings of yellowtail flounder dre limited to quotas also; so far, however,
fishing has not been suspended because of the regulations. Yellowtail
flounder constituted about 40 percent of New England flatfish landings in
1977. In 1977, Canada closed one Pacific cod area to fishing during the
spring. Then in the spring of 1978 it closed all its Pacific waters indefi-
nitely to cod fishing.

The newly established 200-mile fishing limits for Canada and the United
States have complicated the North American fishing situation, while limiting
the take of large foreign fleets. Both 200-mile limits went into effect with
a temporary reciprocal agreement until a permanent agreement could be
reached. The reciprocal fishing privileges ended on June 2, 1978, when nego-
Fiations for a new agreement reached an impasse. A new reciprocal agreement
1s expected shortly.

Those U.S. vessels that normally fish for groundfish off both coasts of
Canada probably have suffered somewhat by having to move to unfamilar fishing

grounds. The large Washington State vessels normally fish off Canada all the
time.

The U.S. fishing industry receives Government assistance in the form of
Federal grants to study and develop improvements in the industry (the Alaska
Fishery Development Corp. is spending $1.5 million in the current fiscal year
to develop fisheries in Alaska); deferred income taxes, allowing profits to be

A-15
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placed in a capital reserve fund for possible later investment in vessels or
equipment; and port facilities improvement (New Bedford facilities have been
modernized and expanded, largely through 1local promotion, and Alaska is-
expected to receive a considerable amount of aid to improve or develop port
facilities).

Consideration of Injury or Likelihood Thereof

U.S. production and exports

Fish.~-U.S. production of the groundfish covered by this investigation,
as measured by commercial landings, increased by only 3 percent a year in 1975
and 1976, and then increased by 15 percent in 1977.

As shown in the following table, the Atlantic fishing fleet has signifi-
cantly increased its dependence on the types of fish covered by this investi-
gation, while the Pacific fleet has become more dependent on other types of
fish., In 1974, the fish covered by this investigation accounted for 83 per-
cent of the Atlantic fleet's total catch and 56 percent of the catch of the
Pacific fleet. In 1977, the fish covered by this investigation accounted for
88 percent of the Atlantic catch and 53 percent of the Pacific catch. More
than 80 percent of the fish covered by this investigation are caught by the
Atlantic fleet.

As shown in table 11, flounder is the primary groundfish caught by the
U.S. fishing fleet, accounting for more than half the weight of the 1977 U.S.
catch of the groundfish covered by this investigation. Cod accounted for 26
percent of the 1977 U.S. catch; pollock and haddock each accounted for 9 per-
cent; hake accounted for 3 percent, and cusk accounted for the remaining 1
percent. All the haddock, hake, and cusk were caught by the Atlantic fleet.
Ocean perch and rockfish accounted for most of the other fish caught by
groundfish fishing boats in 1977.

Total U.S. production of all groundfish (fish that are the subject of
this investigation and all other groundfish)increased from 1974 to 1977, as
shown in the following tabulation:

Quantity
(1,000 pounds
landed weight)

197 mmmmmmmmm mm e 415,283
1975———=— e m 419,954
1976 —————————————————— 439,560
1977 ———m—mmmmmmmmm e 497,558

It is anticipated that, although U.S. landings of groundfish have
increased oweing to the U.S. 200-mile limit, which became effective in 1977,
the 1978 total catch will not be higher than the 1977 catch owing to new

Federal fisheries conservation regulations. A6



A-17

"evidumoy jo juswiaedaq *$°Q dYl JO SOTISTIBIS [BIDTIJO woij pafrdmo)y :9d0inog

.Uwﬁﬂﬁoﬁ..n Jou oaae mwﬂhwﬁwuﬂw Sw.mwv.HOsom I10 ﬂOEHmw se Suﬂm.mm..nhoc.m.mw wumﬁhwu._.m Jo w@SUumO \M
000°€ET : QOE‘STIT : 00%‘6T% 3 T6E“99E : €66°ESE : HBT TYE $—mmmmmmmmmmo o mmmmmme e 1e3o0]
000°CS : 00€°6S : %88°0CTT : 00T ETT : OYZ TIT : 996°HI] f-—m—m———mcmmmm e e s3utpuey d513198d
000°18T : 000°9ST : 9TS“86T : T6I‘EHT : €SLTIHT : 8IT LWL to——m—mmmmmmmm e omemem s8urpue] °13UBTIV

: : : : : : :s3e0q 3uTysTy

: : : : : : ysiypunoad £q 3y3ned ysij aolew [TV
000°C% : 000°6Y : 08L°T6 : %96°%8 : €90°CT8 : HEB T f=—mmmm——momommmommmcmmmmmm e 1e30L
0002z : 000°6T : TSL9S i STBTS i 600°0G : LWEQG im——mmmmmmmmmmmmmmmm e -s3uTpuE] O1I19E4
000°0z : 000°0Z : 8ZO‘SE : 6ET‘TE : %G0‘TE : [8YTH tmmmmmmm—omcmmmeoeeem s3utpur] ST3UB]3IY

: : : : : : :sjeoq

: : : : : : smes ay3l £q 3y3neo ysiy aolew 13yiQ
000°16T : 00€°99T : 0Z9°LZE : 8TH“18T : 0€6°1LT : 0SE QLT Pm—m—im—mmm o mmm e ommmee o 1e301
000°0€ : 00€°0E : ZET‘Y9 : GLEOL : 1€C°C9 : 619°%9 : e sgurpue| >13198d
000°T9T : 000°9ET : 88Y‘E9Z : €SO°‘TTIT : 669°607 ¢ TELGOT f-——mmmmm—mm—mmoemmmmm s3ulpue] 213UBTIIV

: : : : : : tucI3edI13S9AUT

: : : : : : STyl £q PeI2A0D YSTJpunois

8L6T . LL6T X : X :
p . LL6T | 9L61 . SL6T . WL6T | wal]
——sunf-Axenuef : . : : . .
(3y81om 3omnpoad spunod Jo spuesnoyz uy)

8.61 2unf-Aienuel pue ‘//g] aunf-Aienuefl \ﬂ ‘LL-%(61 ‘uorae@13saaut siyl 4£q
pa12a0d sadf3 94yl Jo ys1jpunoid yojeo 3eY3 s73sS3A £q YsT3 Jo sJuUTpUB] (BIDIWWOD -

A-17



A-18

Fish products.--Virtually all U.S. production of frozen blocks of fish is
used by the producers in the manufacture of fish portions, and therefore is
not reported as an end product. The production of fish fillets, the raw prod-
uct for such frozen blocks, and of fresh whole fish is reported. It should be
noted, however, that cod, haddock, and pollock fillets are not included in the
scope of this investigation. As shown in table 12, U.S. production of four
types of groundfish fillets increased from just over 70 million pounds in 1974
and 1975 to 87 million pounds in 1977, Data on production of groundfish fil-
lets, by types of fish, are presented in table 12.

U.S. exports.--U.S. exports of the fish and fish products covered by this
investigation are negligible. '

Capacity utilization

Groundfishing vessels generally operate throughout the year with only
occasional interruptions for factors such as bad weather and routine vessel
maintenance. Significantly increased production by the Atlantic fleet has
probably resulted in a significantly higher percentage of capacity utilized in
1977 and 1978 than in earlier years. However, conservation regulations in the
Atlantic recently imposed by Federal and local authorities, including weekly
quotas on the quantity of groundfish caught by each vessel, by “species, have
prevented the Atlantic vessels from operating at full capacity during 1977 and

1978. Despite the restricted operations, production increased in 1977 and
January-June 1978.

In view of declining catches by the Pacific fleet, at least in part
caused by the closing of Canadian fishing grounds to U.S. vessels, the Pacific
fleets' capacity utilization has probably fallen substantially since 1976,
despite the fact that the fleet has operated steadily.

U.S. imports

U.S. imports from Canada of the ‘fish and fish products' covered by this
investigation increased sharply from 1975 to 1977, as shown in the following
table. Overall, such imports from Canada increased by nearly 50 percent in
terms of quantity between 1975 and -1977, while imports of such articles from
other countries increased by only 5 percent. 1In 1975, imports from Canada

A-18
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Certain groundfish: U.S. imports for consumption, by sources, 1975-77,
January-June 1977 and January-June 1978

Period f Canada X All other f Total
f Quantity (1,000 pounds fillet weight)
1975-——~—m=m = : 84,213 : 158,868 : 243,081
1976———=—==—==———mmm— - : 105,689 : 168,997 : 274,686
1977 -~ : 125,988 : 166,591 : 292,579
Jan.-June-~ : : :
J sy R —— : 44,956 : 94,615 : 139,571
Y £ R —— : 51,046 : 81,911 : 132,957
: Value (1,000 dollars)
1975-~=======mmmmmmm e : 61,437 : 92,534 : 153,971
e -2 90,726 : 110,835 : 201,561
1977-~===—=m—mmm o : 121,933 : 149,912 : 271,845
Jan.~June-—-— : : :
1977 === mmm e m e : 42,202 : 83,913 : 126,115
1978-—————=—mmmmmmm e : 51,354 : 76,886 : 128,240

Source: Compiled from official statistics of the U.S. Department of Com-—
merce.

accounted for 35 percent of the subject imports, and in 1977 they accounted

for 43 percent. Tables 1-10 provide detailed data on U.S. imports of the
subject groundfish.

U.S. imports of the subject fish and fish products account for a substan-
tial share of all imports of groundfish and groundfish products and, for the
most part, become interchangeable with the other groundfish products at vari-
ous stages of manufacture or marketing. Imports of the specified groundfish
and groundfish products from Canada accounted for 13 percent of total U.S.
imports from all sources of all groundfish and groundfish products in 1975, 14
percent in 1976, and 17 percent in 1977. Imports from Canada during January-
June 1978 continued to increase, but at a slower pace than during 1975-77, as
shown in the following table.

A-19
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All groundfish and groundfish products: U.S. imports for consumption,
1975-77, January-June 1977 and January-June 1978

(In thousands of pounds fillet weight)
: Sub ject

Period : groundfish : Other groundfish prod-: Total

: products from : ucts from all sources :

: Canada : :
1975~—===—-mm—mmm o : 84,213 : 567,494 : 651,707
1976 --———=== e e : 105,689 : 639,775 : 745,464
1977--==---om o - : 125,988 : 606,716 : 732,704
Jan.-June-- : : :

1977-====—--mmmmmm oo 44,956 : 265,175 : 310,131
1978~=mmmmmmm e e e T 51,046 : 267,537 : 318,583

The ratios of the subject imports of groundfish and groundfish products
to U.S. consumption are shown in the following table, with all weights con-
verted to fillet weight. As noted therein, the ratio of imports of the sub-
ject groundfish and groundfish products from Canada increased from 10.5 per-
cent of total U.S. consumption of all groundfish and groundfish products in
1975 to 13.9 percent in 1977. At the same time, imports of all other ground-
fish and groundfish products declined from 71.1 percent of U.S. consumption in
1975 to 66.9 percent in 1977, Data on total production, imports, and consump-—
tion of fresh cod, fresh flatfish, cod and flatfish blocks, and flounder fil-
lets are shown in tables 13-17. Such data are not available for the other
types of fish and fish products covered by this investigation.

Employment

The number of U.S. fishermen that fish annually for cod and flounder is
estimated at a full-time employment equivalent of about 3,000 for the east
coast and 800 for the west coast. There is a substantial degree of labor
turnover on the vessels, and for the smaller vessels much of the operation is
only seasonal. The number of full-time employees at the plants that process
the landings of the domestic fleet is probably somewhat less than employment
on the vessels.

Employment in both fishing and processing probably increased in 1977 and
January-June 1978 in line with increased production, but employment is prob-—
ably still well below the levels of the 1960's and early 1970's.

Recently the U.S. Department of Labor certified the crews of eight New
England groundfish vessels as eligible for adjustment assistance; there are
six additional cases pending. Adjustment assistance benefits are awarded when
the Secretary of Labor finds that an absolute or relative increase in imports
contributed importantly to the workers' unemployment or underemployment and to
a decrease in the sales or production of the employer.

A-20
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Inventories

The inventories of groundfish and groundfish products fluctuate irregu-
larly in line with fishing success. Yearend inventories of frozen cod
fillets, flounder fillets, and all types of fish blocks (about half of which
are made from cod and flounder) in U.S. cold storage for 1973-77 and closing
inventories for each calendar quarter from January 1976 through June 1978 are
shown in the following table.

Certain groundfish products: U.S. producers', wholesalers', and importers'
inventories, by types, December 31 of 1973-75 and specified dates, March 31,
1976—~June 30, 1978

(In millions of pounds product weight)

Date : .Cod : F}ounder :+ All fish
: fillets : fillets : Dblocks
Dec. 31— : :

1973 e : 12.7 : 15.8 : 80.6
1974~ e e e : 17.8 : 12.5 : 75.7
1975-———~=—=memm e e ————————— : 21.7 : 7.1 : 79.0

1976: : : :
Mar, 3]l——mm e e e e e : 18.0 : 4,7 ¢ 50.2
June 30--—--=--m—————- e : 18.6 : 5.8 : 48.3
Sept. 30-~————v-—mm o : 21.9 : 8.4 : 66.6
Dec, 3]l-==———m—mmm e e e : 16.2 : 9.1 : 61.1

1977: : : :
Mar, 3l-~—--~-———mm e : 10.0 : 4.7 40.6
June 30-—=——=--mmm e : 16.0 : 5.4 : 48 .4
Sept. 30— e e : 29.5 : 8.8 : 86.7
Dec. 31----- e e mmmm e mm e : 27.2 : 9.0 : 73.2

1978: : : :
Mar., 3]l-—=—=—-mmmem e e e : 20.4 : 5.6 : 43.8
June 30~=-=—-—m e : 23.7 : 6.0 : 54.6

Source: Compiled from official statistics of the U.S. Department of Com-
merce.

Financial experience of domestic producers

Respondents to the Commission's questionnaires were unable to provide the
Commission with meaningful profit-and-loss data. Other information available
to the Commission indicates that while U.S. fishermen's revenues may have
increased during 1977 and January-June 1978, profit may not have increased to
the same extent, if at all. Gross revenues should have increased signifi-
cantly as a result of increased production of groundfish coupled with rising

prices for fish and fish products. However, these increased revenues have
been offset at least in part by higher costs, as the costs of fishing vessels,
nets, ice, fuel, and repairs have increased. For processors, increases 1n

labor and fuel costs and the cost of modifications to meet Environmental Pro-
tection Agency standards probably were significant. A-22
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Consideration of the Causal Relationship Between Canadian
Imports and the Alleged Injury

Market penetration of Canadian imports

According to data from the U.S. Department of Commerce, imports from
Canada of the specified fish products increased from about 10.5 percent of
consumption in 1975 to 13.9 percent in 1977. During January-June 1978, the
ratio of imports from Canada to consumption amounted to 12.3 percent, compared
with 11.3 percent during January-June 1977, as shown in the table on page
A-21. The ratio of Canadian imports to imports from all countries increased
from 12.9 percent in 1975 to 17.2 percent in 1977; during January=June 1978,
the ratio increased to 16.0 percent from 14.5 percent during the corresponding
period of 1977.

Loss of sales

Domestic producers did not supply documentary evidence of loss of sales.
The items involved lose their identity as to country of origin early in the
distribution system. Some domestic producers stated that the Canadian product
is significantly cheaper than the U.S. product; others stated that the price
is the same. Many secondary producers stated that they cannot identify the
origin of the fish they purchase. They also staté that the price will differ
only on the basis of quality.

At the Commission's hearing, one witness stated that he lost his market
for frozen flounder fillets to imports from Canada. He closed his freezing
plant in 1971, and has produced only fresh fillets since then. Most pro-
cessors either have freezing equipment or have access to it--such as in public
cold-storage warehouses. The filleting firms prefer to sell their output
fresh, partly to receive the best price and partly to move the product and
receive payment. Some processors claim that on a given day the market may be
filled with low-priced imports, forcing the processor to lose the day's sale;
he then freezes the fillets to avoid taking a total loss.

The New England fishermen say they have a loss-of-sale situation when
they arrive in port and find that the price has dropped sharply over night
because of a sudden sizable volume of imports. The fisherman may then reject
the prevailing price and tie up his vessel until the next auction.

In the survey by the U.S. Department of Labor in adjustment assistance
cases, fish wholesalers served by the Provincetown, Mass., area indicated that
many had decreased purchases of domestically caught fish. A number of these
wholesalers purchased imported Canadian groundfish and flatfish either
§irect1y or indirectly in 1977. The wholesalers also indicated that decreas—
lng purchases of domestically caught fish were, in large measure, due to the
ingreased purchases of fresh and frozen Canadian fish by their customers
(fishmarkets, supermarkets, and restaurants). The Department's investigation
revealed that many fish distributors and wholesalers use the imports of Cana-
dian groundfish as leverage in bidding down the ex-vessel prices paid to
domestic fishermen for the same species of groundfish. A-23
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Prices

West coast prices.-—On the west coast, fresh fish prices are determined
by contractual agreements between boat-owner associations and dealers or pro-
cessors. Regional boat-owner associations in Washington, Oregon, and Cali-
fornia negotiate fresh fish prices for each area separately. In Alaska, the
two known full-time groundfish vessels share the earnings of one processor--a
corporation owned by many vessel owners, most of whom are interested in
species other than groundfish. Boat owners not belonging to the associationms,
and importers as well, receive the same prices as do association members.

Since fresh Canadian groundfish sold in the west coast market sell for
about the same price as U.S.-produced groundfish, the existence of Canadian
bounties and grants has apparently not resulted in any underselling in the
west coast U.S. market by the Canadian fish. However, the Canadian bounties
and grants have afforded the Canadian fishermen a higher rate of return per
unit of sales to the U.S. market than U.S. fishermen can achieve when selling

their fish in the U.S. market for the same prices as those received by U.S.
fishermen.

West coast prices for fresh groundfish generally have been stable for
months or even years at a time, while east coast prices fluctuate almost
daily. During recent months, however, the west coast prices have been renego-
tiated upward at much more frequent intervals. Negotiated prices for fresh
groundfish in Washington State are shown in the table on the following page.
The prices of all types of fish increased substantially during January 1,
1974-May 5, 1978. Imported fillets are alleged to undersell the domestic

fillets, but no west coast price data are available for processed fish prod-
ucts.

East coast prices.--On the east coast, the price of raw whole groundfish
received by fishermen (known as the ex-vessel price), is based on auctions
held at Boston and New Bedford, Mass. The New Bedford auction tends to set
the price for flounder and other flatfish, and the Boston auction tends to set
the price for other groundfish, including cod. Fish landed at other ports, as
well as fresh imported fish, are sold at prices based on the Boston and New
Bedford prices. A large proportion of the fish are sold through commissioned
dealers, who sell the fish on behalf of the boat owners. The reported Boston
and New Bedford auction prices may be higher than the prices actually paid by

purchasers, because the dealers make deductions from the auction prices for
1ce and waste.

While only fish landed by fishing vessels are sold at auction, the Boston
auction price is heavily affected by the volume of raw fish entering the port
by truck. Annual fishing vessel landings at Boston amount to about 20 million
pounds, compared with an estimated 50 million to 60 million pounds arriving by
truck. While there is no official record of the quantity of Canadian imports
arriving at Boston, it is known that a significant proportion of the fish that
enter Boston by truck are from Canada; the remainder are from other New
England fishing ports. The shipment of both imported and domestic fresh fish

A-24
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to New Bedford by truck is known to affect the auction price there also.
Foreign fishing vessels are prohibited from landing fresh fish in U.S. ports.

The following two tabulations show, for selected months, the constructed
prices of Canadian-produced and U.S.-produced whole fresh cod at Boston, and
the prices at which the Canadian cod would have to be sold at Boston to pro-
vide the Canadian fishermen the same return in the absence of the Canadian
bounties and grants. It should be noted that the direct payment to fishermen
of 2 cents per pound is not supposed to be paid on fish that are exported to
the United States without further processing in Canada, but that the existence
of that payment on the bulk of the fish caught in eastern Canada affects the
overall price structure for the fishermen in Canada and the policing of the pay-
ments program is reportedly not adequate to prevent the 2-cent payment to
fishermen for the small proportion of their catch that is exported without
further processing.

The data show that in 6 of the 9 months of 1976 and 1977 for which data
are available, Canadian cod were priced lower at Boston than U.S.-produced
cod, but that in 2 of those months-—November and December 1977--in the absence
of Canadian bounties and grants, the Canadian cod presumably would have been
priced higher than the U.S. cod if the Canadian fishermen were to receive the
same rate of return as was achieved with the bounties and grants. In only 2
of the first 6 months of 1978 was Canadian cod priced lower than U.S. cod at
Boston. Adjustments for Canadian bounties and grants would have eliminated
one third of the underselling in January 1978, and about a fifth of the margin
of underselling in March 1978. A U.S. price that would have provided the
Canadian fishermen the same rate of return as they have experienced under the
current Canadian support program, during the months in which Canadian fish
were more costly than U.S. fish, would have resulted in an even greater Cana-
dian price disadvantage.

Price comparisons for other major products covered by this investigation
are extremely limited because of the structure of the New England groundfish
products market. Because U.S. producers can achieve a significantly higher
rate of return on fresh fillets than on frozen fillets or on frozen fish
blocks, they concentrate heavily on the production of such fresh fillets and
produce frozen fillets only when the price of raw fish falls sufficiently to
make it profitable or when there is a surplus of fresh fillets. Domestic
production of frozen blocks is even more limited. In December 1977, for
example, the average wholesale price of fresh flounder fillets was $3.54 per
pound at Boston, while the price for frozen flounder fillets was $1.21 per
pound and the price for frozen flounder blocks was $0.96 per pound.

Because of transportation problems, sales of fresh fillets of Canadian
fish at Boston or New York are limited, and price quotations for such articles
are generally not available. Canadian exports, therefore, tend to be concen-
trated in frozen blocks and frozen fillets, and U.S. prices tend to be based
on the prices of the Canadian imports rather than the prices of U.S. pro-

cessors, making quotations for U.S.-produced frozen fillets and frozen blocks
rare, '
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Selling prices of fresh flounder fillets at the wholesale level are
established by informal negotiations, with the Boston price usually being the
basis for other U.S. prices. Prices for fresh flounder fillets may vary sig-
nificantly because of quality differences. Canadian prices are generally
close to U.S. producers' New Bedford prices when the U.S. market is strong,
and lower when U.S. demand w<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>