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PREFACE

The (ommission instituted the present investigation on December %, 1933,
following the receipt of a letter of request therefor on November 14, 1983,
from Ambassador William E. Brock, the United States Trade Representative
(USTR), The investigation was conducted under section 332(g) of the Tariff
Act of 1930 (19 U.s.C. 1332(g)) for the purpose of gathering and presenting
information on the competitive and economic factors affecting the performance
of the Northeastern U.S. groundfish and scallop industries in selected
Northeastern U.S. markets and to analyze these industries' competitive
position in these markets. 1/ Specifically, the Commission was asked to
develop the following information, with an emphasis on, but not limited to,
the Canadian and U.S. industries: Government assistance to the fishing
industries; fisheries resources and their management; production levels in the
harvesting and processing segments; volume of trade; industry integration;
employment; product prices; financial structure of the harvesting and
processing industries; the effect of exchange rates and tariff and nontariff
barriers on the flow of trade between the two countries; the importation of
other product types such as frozen fish blocks; and trade barriers of other
potential Canadian export markets.

Public notice of the investigation and hearings was given by posting
copies of the notice at the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register of December 21, 1983 (48 F.R., 56451). 2/ Public hearings in
connection with this investigation were held on September 5, 1984, in Boston,
MA, and on September 7, 1984, in Portland, ME. 3/ Public notice of the
locations of the hearings for the investigation was published in the Federal
Register of July 25, 1984 (49 F.R. 30024). 4/

The information presented in this report was obtained from fieldwork,
questionnaires, public hearings, private individuals and organizations, and
State, Provincial, and Federal Government sources in the United States and
Canada.

1/ The request from the United States Trade Representative is reproduced in
app. A.

2/ A copy of the notice of the Commission's investigation and hearing is
reproduced in app. B.

3/ A list of witnesses appearing at the hearings is presented in app. C.

4/ A copy of the supplementary notice of the Commission's hearings is
reproduced in app. D.
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xi
EXECUTIVE SUMMARY

The health of the Northeastern U.S. groundfish and scallop industry is
closely tied to the general economic conditions of the domestic economy, the
variability in groundfish and scallop resources available to the domestic
fishermen, and the competitive posture of the Canadian groundfish and scallop
industry. These factors, coupled with the open-access nature of commercial
fisheries in the Northeastern United States, create an extremely competitive
situation for domestic fishermen and processors. During 1979-83, Northeastern
U.S. landings of groundfish increased substantially in quantity and value;
landings of scallops declined in quantity but increased in value during the
period. During the same period, foreign producers, particularly those in
Canada, significantly increased their sales of certain competitive species and
product forms in the Northeastern U.S. market.

Members of the Northeastern U.S. groundfish and scallop industry have
expressed their concerns about their competitive position in the Northeastern
U.S. market, particularly with respect to competition from imports from
Canada.

The principal allegations made by the U.S. industry are as follows:

1. Groundfish and scallop harvesters in the Northeastern United States
are being injured as a result of imports from Canada;

2. Canadian groundfish and scallop exports, particulary those from Nova
Scotia and Newfoundland, are aided by grants, loans, Government equity
positions in the large companies, and other benefits in the form of subsidies
and other assistance provided by the Canadian Federal Government and the
Provincial governments of Nova Scotia and Newfoundland; and

3. The value of the Canadian dollar has been declining relative to the
U.S. dollar, allowing Canadian groundfish and scallops to sell for less in
U.S. dollars and thus putting downward pressure on the price of domestic
groundfish and scallop products in the Northeastern U.S. market.

The principal arguments offered by Atlantic Canada Government and
industry representatives focus on the following:

1. Imports from Atlantic Canada account for a relatively low proportion
of Northeastern U.S. domestic fresh groundfish and scallop supplies;

2. Atlantic Canada supplies of fresh groundfish and scallops in the
Northeastern U.S. market are seasonally concentrated in periods when
domestically-produced supplies are low; therefore, such supplies from Atlantic
Canada provide stability to the Northeastern U.S. industry;

3. Government assistance programs in the United States are comparable in
scope of operation, if not in absolute size of funding, to those in Canada; and

4. A more effective fisheries management plan in Canada has resulted in
more predictable and larger stocks of groundfish and scallops available to
Atlantic Canada fishermen.

X1



xii

Highlights of the Commission's investigation are as follows:

=i

Structure of the Northeastern U.S and Atlantic Canada industries.

o The Northeastern U.S. groundfish and scallop industries comprise a
large number of small- and medium-sized firms with low levels of
concentrdtion and integration.

The harvesting sector of the Northeastern U.S. groundfish and scallop
industries generally consists of independent, privately owned, single-unit
enterprises. The crew size on a fishing vessel seldom exceeds 12, and the
number of vessels owned by an individual seldom exceeds 4, with 1 being the
most common. Also, ownership of fishing vessels by processing firms is
limited. 7Tn 1983, about 1,200 full-time vessels, employing approximately
8,000 persons, made up the Northeastern U.S. groundfish- and
scallop-harvesting sector, including about 1,000 groundfish draggers and 200
scallop vessels.

The Northeastern U.S. processing sector generally comprises small- to
medium- sized, single plant firms that are privately owned. 1In 1983,
approximately 110 firms processed groundfish and scallops in the Northeastern
United States, employing about 3,000 persons. Of 48 plants that year that had
at least 75 percent of their total production accounted for by groundfish and
scallops, more than one-third had fewer than 10 employees; more than
two--thirds had fewer than 20 employees. 1In 1983, the top firm accounted for
less than 10 percent of the total quantity of production of fresh and frozen
groundfish fillets and scallops in the region; the top 4 firms in 1983
together accounted for 28 percent; the top 8 firms together accounted for 41
percent. Forward integration by processors into marketing channels is limited
primarily to wholesaling. However, in recent years, some firms have increased
direct marketing to end users such as restaurants and retail grocery chains,
particularly in the fresh fillet market.

o Harvesting capacity has increased in the Northeastern U.S. groundfish
and scallop industry.

The number of Northeastern U.S. groundfish draggers, the principal vessel
type, rose from 757 in 1979 to 986 in 1983. The largest share increase
(72 percent) was in vessels in excess of 100 tons; the number of such vessels
rose from 180 in 1979 to 309 in 1983.

The Atlan

Atlantic Canada groundfish g“g callop industry is highly
ncentrat

ted and integrated.

e
co

The harvesting sector of the Atlantic Canada fishing industry comprised
about 30,000 vessels, employing approximately 52,000 persons in 1982. The
great bulk of the vessels are small, inshore vessels, many fishing only part
of the year. However, most of the catch of groundfish and scallops is
accounted for by large, processor-owned, offshore vessels. 1In 1982,
approximately 290 establishments constituted the processing sector in Atlantic
Canada, employing about 23,000 persons. 1In that year, the largest 8 firms
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together operated more than 50 of these establishments and accounted for more
than three-quarters of the frozen fillet and block production of Atlantic
Canada. 1In 1983, these eight firms were merged into two "supercompanies"
through a restructuring program worked out by the Federal and Provincial
Governments, the companies, and the Canadian banks holding the outstanding
debt of the companies.

o The production of the Northeastern U.S. groundfish industry is
predominantly fresh_product.

That segment of the groundfish industry producing products from
domestically landed groundfish is geared toward the fresh fish market, with an
estimated 90 percent of production marketed in fresh form. This is because
fresh products bring a higher price from the consumer and entail less
processing and packing and no freezing costs.

o The production of groundfish in Atlantic Canada is predominantly
frozen product.

During 1979-82, Atlantic Canada output of groundfish products was
approximately 62 percent frozen product (product weight). This emphasis on
frozen product is due to factors such as marketing channels, distance from
markets and related transportation limitations, and volume of production.

2. The U.S. market.

o Northeastern U.S. consumption of groundfish and scallops varied
according to product form and species during 1979-83.

During 1979--83, Northeastern U.S consumption of whole, fresh groundfish
increased irregularly from 307 million pounds in 1979 to 392 million pounds in
1983. Such consumption generally tracks the pattern of landings of
groundfish, as imports provide a relatively small share of consumption (10
percent in 1983). Consumption of frozen, whole groundfish, virtually all
supplied by imports, declined from 5 million pounds in 1979 to 3 million
pounds in 1983.

Apparent consumption of fresh groundfish fillets ranged from 76 million
pounds in 1982 to 84 million pounds in 1979. During 1979-83, production
trended downward as imports increased. Apparent consumption by species
varied, with consumption of fresh flatfish fillets decreasing by 20 percent
and consumption of fresh cod fillets increasing by 30 percent during the
period. Frozen fillet consumption increased steadily from 224 million pounds
in 1979 to 256 million pounds in 1983.

Apparent Northeastern U.S. consumption of scallops dropped from 54
million pounds in 1979 to 47 million pounds in 1983; this decline was a direct
result of decreased landings in the United States and Canada owing to
weakening scallop stocks available to both countries.
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o Ex-vessel and wholesale prices of groundfish and scallops are
determined in competitive markets and largely reflect conditions of
supply and demand

Markets for fresh and frozen groundfish and scallops in the Northeaster:
United States are characterized by a large number of buyers and sellers.
Prices, especially for perishable fresh product, are determined in competitive
markets and can fluctuate widely on a daily basis in response to changes in
supply and demand. Such prices, for both domestic and imported fish, are
generally set based on reference prices determined at daily auctions held in
Boston and New Bedford, Massachusetts. 1In the fresh fish market, competition
for domestic landings and imported supplies is often great, and changing
market conditions reflect regional supply and demand.

o Northeastern U.S. imports of groundfish and scallops increased
substantially during 1979-83, particularly in the fresh groundfish
market.

Northeastern U.S. imports of the groundfish products of concern in this
study increased from 252 million pounds, valued at $294 million, in 1979 to
306 million pounds, valued at $372 million, in 1983. Imports of fresh, whole
groundfish increased more than twofold in quantity and threefold in value
during 1979-83, and imports of fresh groundfish fillets increased by
73 percent in quantity and by 86 percent in value. Imports of frozen, whole
groundfish decreased during the period, but imports of frozen groundfish
fillets increased 9 percent in quantity and 22 percent in value.

Northeastern U.S. imports of scallops ranged from 19 million pounds in
1979 to 25 million pounds in 1983. Such imports fluctuated during 1979-83 as
available supplies in foreign countries, particularly Canada, were sporadic.

o Canada was the principal supplier of Northeastern U.S. groundfish and
scallop imports during 1979-83, particularly in the fresh market.

Canada, by far, was the principal supplier of Northeastern U.S. imports
of groundfish and scallops during 1979-83, accounting for 58 percent of the
total quantity and 57 percent of the total value. In the fresh market, Canada
provided 99 percent of the quantity of Northeast U.S. imports of fresh, whole
groundfish and 95 percent of the quantity of fresh groundfish fillets during
1979-83.

o Imports accounted for an increasing share of consumption in the
Northeastern U.S fresh groundfish market during 1979-83.

During 1979-83, the ratio of imports to consumption for fresh, whole
groundfish in the Northeastern United States more than doubled, from 4 percent

in 1979 to 10 percent in 1983. Virtually all of such imports were supplied by
Canada. Most of the increase was accounted for by imports of cod.

The ratio of imports to consumption for fresh groundfish fillets in the
Northeastern United States nearly doubled during 1979-83, from 12 percent
during 1979 to 21 percent during 1983. Again, the great bulk of such imports
were supplied by Canada. The market share provided by imports increased for
each of the groundfish species of concern in this study.
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o Imports account for nearly all consumption of frozen groundfish
products in the Northeastern U.S. market.

Frozen groundfish products generally bring lower prices than fresh and
cost more to produce and market. Domestic suppliers prefer to supply the more
lucrative fresh market in the United States. A large and growing frozen
market, however, exists and is supplied almost exclusively with a ready supply
of frozen groundfish imported from other North Atlantic producers, among other
foreign sources. During 1979-83, the share of Northeastern U.S. consumption
of frozen groundfish fillets held by imports ranged from 89 percent in 1980 to
100 percent in 1982. Tmports supply virtually all of such consumption of
frozen whole groundfish,

o Imports from Canada of fresh, whole groundfish are seasonal in nature.

Imports of fresh, whole groundfish generally vary inversely with domestic
landings, with import volume peaking in winter months when domestic supplies
are low and prices high, In the warmer months increased domestic supplies
displace imports as a source of raw material for Northeastern U.S. processors.

Although groundfish landings in Atlantic Canada peak in the summer
months, most of this supply is channeled into frozen or saltfish production,
since fresh fish prices, as set in the Northeastern United States, are lowest
at that time of year. U.S. imports of frozen groundfish from Canada are not
nearly as seasonal in nature as fresh groundfish imports.

o U.S. exports of groundfish and scallops have been small and have
accounted for a limited portion of U.S. production.

The fresh groundfish and scallop market in the United States is large and
capable of absorbing all domestic supplies. Foreign markets are not well
developed for a variety of reasons in addition to the ready U.S. market
alternative, including a substantial cost incurred in the transportation of
perishable fresh fish to distant overseas markets. Frozen groundfish is not
exported owing to low returns relative to the sale of fresh products
domestically.

3. Factors of Competition in the Northeastern U.S. market.

o Atlantic Canada producers have held a price advantage vis-a-vis
Northeastern U.S. producers at the ex-vessel and wholesale levels for
groundfish and scallop products

Ex-vessel prices for groundfish and scallops are consistently lower in
Atlantic Canada than in the Northeastern United States. Factors contributing
to this include the relatively concentrated buying power of a few, large
processors in Atlantic Canada; scarce alternative employment opportunities
leading to low opportunity costs of labor of fishermen in Atlantic Canada
relative to the Northeastern United States; and the highly seasonal nature of
landings in the Atlantic Canada inshore groundfish fishery.
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Lower ex-vessel prices in Atlantic Canada contribute to lower prices for
Canadian groundfish fillets vis-a-vis domestic fillets in the Northeastern
U.S. market, particularly for fresh product. Costs of raw material, or whole
fish, constitute a substantial part of fillet production costs. Also, labor
costs for fillet producers in Atlantic Canada are lower than those for
producers in the Northeastern United States, contributing further to the price
advantage held by the Atlantic Canada producers.

At the retail level, the price advantage is not as apparent. This is
mainly due to the general lack of product differentiation by country of origin
at the retail level, particularly for fresh groundfish fillets and scallops.
Also, a substantial portion of groundfish and scallops are consumed in
restaurants and institutions, where consumers generally are unable to
distinguish the origin of the product.

o Northeastern U.S. producers generally have held the advantage vis-a-vis
foreign firms concerning the channels of distribution and
dealer-supplier relationships in_the fresh market.

Northeastern U.S. processors are well established in wholesale and
distribution channels in the region. Many are old firms, with long business
relationships with suppliers and customers. 1In addition, a natural advantage
is given the domestic industry in light of their geographic proximity to the
region's markets. These factors provide these firms with the market know-how
required to successfully market fresh fish, a commodity with fluctuating
supplies and a short shelf-life that Canadian and overseas suppliers have not
fully developed.

o Canadian_producers are _increasing their efforts at direct marketing in
the fresh fillet market.

Field interviews with Canadian and U.S. industry sources revealed
increasing efforts by Canadian firms to market fresh groundfish fillets to
major buyers, such as supermarket and restaurant chains, both in the
Northeastern United States and in other U.S. metropolitan areas. The fresh
market, with its potentially higher profit margins, is attractive to Canadian
producers who have traditionally supplied the lower margin, frozen market.

o The level of technology used in harvesting and processing groundfish
and scallops is roughly equivalent in major producing nations, with
no country having a clear competitive advantage.

Traditionally, fish harvesting and processing both are highly competitive
industries, and developments in technology giving a short-run advantage to one
producer are quickly disseminated throughout the industry. Further, firms
often operate on low margins and cannot afford to invest in research and
development of new technology that produces only shortrun benefits.

o Resource availability appears_to favor

XESOUrce ave €S _to . 1or progucers articus
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Canada.

Atlantic Canada groundfish and scallop resources are estimated to be
aboul four times that of the Northeastern United States. This resource
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abundance enables Canadian firms to supply large quantities of groundfish and
scallop products to the Northeastern U.S. market. Atlantic Canada's
production of fresh and frozen groundfish fillets and blocks is about five
times greater than apparent Canadian consumption of these products; thus,
these producers have a large, exportable surplus and are very dependent on the
export marcket.

0 Northeastern U.S. producers have held the advantage vis-a-vis Canadian
producers in reputation for higher quality products_in the
Northeastern U.S. market.

For biological and technological reasons, Canadian groundfish products
have developed a reputation among fish buyers in the United States for poor or
inconsistent quality relative to U.S. groundfish. 1In addition, consumers in
the United States may perceive domestic fish as fresher than imported fish.

o The Canadian dollar has been stable relative to the U.S. dollar and .
does not appear to have improved the competitive position of Canadian
groundfish and scallop products in the Northeastern U.S.
market.

From January-March 1979 to April-June 1984, the value of the Canadian
dollar dropped by 8.8 percent in nominal terms in relation to the U.S.
dollar. However, the inflation rate in Canada was higher than that in the
United States and mostly offset the exchange rate gains by Canada, yielding a
1.6-percent decline in the real exchange rate during the period. This decline
in real terms did not appear to improve the competitive position of Atlantic
Canada groundfish and scallop products in the Northeastern U.S. market during
1979-83.

0 Government assistance programs appear_ to favor foreign producers,
particularly in Atlantic Canada.

Government assistance to the Atlantic Canada groundfish and scallop
industry is more comprehensive than that available to the Northeastern U.S.
industry. The Northeastern U.S. industry receives Government assistance
mainly for vessel construction. Limited assistance is available for operating
costs (mainly for gear damage), technical and marketing services, and
infrastructure development. Government assistance to the Atlantic Canada
groundfish and scallop industry includes vessel construction assistance,
operating cost assistance (ice, fuel, equipment), price supports, technical
and marketing services, special unemployment insurance, infrastructure
development, and various other programs that benefit the industry. Also, the
Canadian Government provided substantial financial assistance in a recent

reslructuring of the depressed processing and offshore harvesting sectors of
the groundfish and scallop industry in Atlantic Canada.

Assislance to the fishing industries of Iceland, Denmark, and Norway
likewise plays an important role in the performance of those industries. 1In
all three nations, the fisheries provide a major source of employment and
export income to the country; this creates incentives for governments to
maintain price-support programs, vessel and processing plant acquisition
assistance, subsidies for fuel and other operating costs, and transfer
payments to support fishermen's incomes. 1In Iceland, most assistance to
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fishermen is financed by taxes on fish product exports; frequent devaluation
of the Icelandic currency also contributes to export sales of fish, Iceland's
major export product. As a member of the European Community (EC), Denmark
participates in that organization's price-support programs and benefits from
the common tariff on imports of non-EC products. 1In Norway, development of
the petroleum industry in recent years has provided funds to support incomes
in the fishing industry.

o Federal fisheries management policies play a crucial role in
influencing production levels and incomes in the groundfish and

scallop industries of both the Northeastern United States and
Atlentic Canada.

Regulations on total annual harvests by species and by vessel category
restrict effort in harvesting on both sides of the border. 1In the
Northeastern United States, management policies have been designed to allow
rebuilding of groundfish stocks that were depleted by overfishing in past
years, while allowing flexibility on the part of harvesters to respond to
changing market conditions for groundfish products. Since 1982, restrictions
on scallop harvests have also limited scallopers in the size and, indirectly,
the quantity of scallops they can harvest each yesr.

In Atlantic Canada, an array of management regimes has been implemented
in recent years in continuing attempts to rebuild the resources and control
capitalization in the groundfish industry. Although the industry has access
to large fish resources, the size and capacity of the industry is also large,
and continual efforts must be made to restrict entry into the industry through
vessel and plant licensing, catch quotas based on gear and vessel size, and,
most recently, allocations of fish resources to individual firms operating the
offshore trawler fleet.

In both the United States and Canada the intent of Government management
is to maintain catch rates at high levels while maintaining incomes in the
industry at acceptable levels. Both nations maintain their policies are
responsible for increasingly healthy stocks and high levels of production.
Likewise, both nations place some blame for the competitive problems of the
other nation's industry on inadequate fisheries management policies. This
conflict is made more apparent in cases such as scallops, where a single,

large resource is jointly managed by both nationms.

o The recent World Court delimitation of the U.S.-Canadian Atlantic
maritime boundary has important implications for Northeastern U.S.
and Atlantic Canada harvesters fishing the affected grounds, as well
as U.S.-Canadian trade in groundfish and scallop products.

The settlement of the U.S.-Canadian maritime boundary dispute by the
World Court on October 12, 1984, creates new uncertainty as to the future of
both the Northeastern U.S. and Atlantic Canada groundfish and scallop
industries. The combination of precarious fish resources and the dislocation
of many vessels in both nations' industries has created concern that
availability of many major species of fish may be threatened in the near-term
future. Preliminary assessments of the situation indicate the Northeastern
U.S. harvesters will lose groundfish supplies and gain scallop supplies, but
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the poor condition of the scallop resource makes the latter projection subject
to question. 1In addition, the relocation of displaced U.S. vessels from the
zone now under Canadian control to other fishing grounds off the Northeastern
U.S. coast will put added pressure on those resources and may result in lower
overall catches there.

In addition, many Northeastern U.S. fishermen are concerned that any
gains in catches accruing to Canada as a result of the boundary decision will
be marketed mostly in the Northeastern U.S. fresh fish market since much of
the fresh fish supply in that market originates along the Southwestern Nova
Scotia coast, the Canadian region closest to the new boundary area.
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DESCRLPTION AND USES

This investigation covers certain groundfish (including cod, haddock,
pollock, and flatfish (flounders and sole)) in several product forms (fresh
and frozen, whole and filleted) and fresh and frozen scallops.

Cod, haddock, and pollock are all members of the cod family; flounder and
sole are members of various flatfish families; and scallops, which are bivalve
molluscs, are members of the pectin family. Haddock are found only in the
North Atlantic; various types of cod and pollock are found in both the North
Atlantic and North Pacific; and the various types of flounder, sole, and
scallops are found in marine waters throughout the world. Several species of
scallops are harvested in the United States, with the sea scallop being the
predominant one, particularly in the northeast region.

The fishermen of the Northeastern United States collectively call cod,
haddock, pollock, flounder, and sole -as well as other fish that live on or
near the seabed--groundfish. The fish under consideration in this
investigation are the principal ones sought and harvested by Northeastern U.S.
groundfish fishermen.

Most groundfish is deboned in processing plants and sold as fillets, but
some groundfish goes to the consumer in the whole form. A small amount of cod
is cut into steaks, with the bone left in.

Fresh, chilled, and frozen groundfish reaches the consumer through retail
oullets, restaurants, and institutions. 1In general, fresh fish commands the
highest price. Domestically caught fish are mostly sold fresh, taking
advantage of the higher price. Imports, usually originating from sources much
further from the U.S. market, are generally sold frozen.

Frozen fish blocks, which are a related product form and are of secondary
interest in this investigation, consist of skinless fish meat--usually fillets
or pieces of fillets--compacted together and frozen into blocks or slabs each
weighing over 10 pounds. The blocks are cut into fish sticks and
portions- also product forms related to the items under investigation. Fish
sticks and portions are usually battered and/or breaded for the restaurant and
retail trade.

Fish blocks generally are produced abroad and imported by the processors
(generally referred to as "converters”) of fish sticks and portions. Imports
of breaded fish sticks and portions are small.

As in the case of groundfish, domestically caught scallops are generally
marketed fresh and imports generally enter frozen. Again, the fresh product
usually commands a higher price. Scallops are almost always marketed in the
United States in the form of solid scallop meats- no shell or viscera are
included. Scallop meat reaches the consumer through the retail and restaurant
trade in various styles of preparation, quite often as breaded scallops.



CUSTOMS TREATMENT

U.S. Customs Treatment

Tariff treatment.

Groundfish and scallops are provided for in part 3, schedule 1 of the
1984 Tariff Schedules of the United States, Annotated (TSUSA). Whole
groundfish are provided for under Tariff Schedules of the United States (TSUS)
items 110.15 (pt.) and 110.35 (pt.). Groundfish fillets are provided for
under TSUS items 110.50 (pt.), 110.55 (pt.), and 110.70 (pt.). Scallops are
provided for under TSUS item 114.45 (pt.). Appendix E contains a copy of
pertinent parts of the TSUSA, including current rates of duty applicable to
U.S. imports of groundfish and scallops, relevant headnotes, and an
explanation of the rates of duty.

Table 1 shows the pre-MIN column 1 rate of duty, the staged rates, and
the column 2 rates of duty applicable to U.S. imports of groundfish and
scallops. The rates of duty in column 1 are most-favored-nation (MFN) rates
and are applicable to imported products from all countries except those
Communist countries and areas enumerated in general headnote 3(f) of the
TSUSA. 1/ However, such rates do not apply to products of developing
countries which are granted preferential tariff treatment under the
Generalized System of Preferences (GSP) or the Caribbean Basin Initiative
(CBI).

The GSP is a program of nonreciprocal tariff preferences granted by the
United States to developing countries to aid their economic development by
encouraging greater diversification and expansion of their production and
exports. The GSP, implemented by Executive Order No. 11888 of November 24,
1975, and extended by the Trade and Tariff Act of 1984, applies to merchandise
imported on or after January 1, 1976, and is scheduled to remain in effect
until July 4, 1993. It provides for duty-free treatment of eligible articles
imported directly from designated beneficiary developing countries.

The CBI is a program of nonreciprocal tariff preferences granted by the
United States to developing countries in the Caribbean Basin to aid their
economic development by encouraging greater diversification and expansion of
their production and exports. The CBI, implemented by Presidential
Proclamation No. 5133 of November 30, 1983, applies to merchandise entered or
withdrawn from warehouse for consumption on or after January 1, 1984, and is
scheduled to remain in effect until September 30, 1995. It provides for
duty-free entry of eligible articles imported directly from designated
developing countries in the Caribbean Basin area. All of the articles subject
to this investigation could be eligible for such duty-free entry; however,
U.S. imports of groundfish and scallops from the Caribbean Basin are
negligible.

The rates of duty in column 2 apply to imported products from those
Communist countries and areas enumerated in general headnote 3(f) of the TSUSA.

1/ The only Communist countries currently eligible for MFN treatment are the
People's Republic of China, Hungary, Romania, and Yugoslavia.
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Quotas

Imports of groundfish fillets have been subject to a tariff quota since
January 1, 1939. Annual within-quota imports are limited to 15 million pounds
or 15 percent of the average annual U.S. consumption of groundfish fillets
during the 3 preceding calendar years, whichever is the greater. Of the total
quantity of within-quota groundfish fillets entitled to enter in any calendar
year, not more than one-fourth can be entered during the first 3 months, not
more than one-half during the first 6 months, and not more than three-fourths
during the first 9 months of that year.

TSUS items 110.50 covers the "within-tariff rate quota" imports of
groundfish fillets and item TSUS 110.55 covers the "over quota" imports. As a
general practice, however, Customs classifies both the within-quota imports
and over-quota imports as over-quota at the time the product enters. Customs
later determines which imports qualify for quota status--on the basis of the
time of entry--and then rebates to the importer the overpayments of duty. The
following tabulation shows the annual quota for groundfish fillet imports
during 1979-83 (as provided by the U.S. Customs Service):

Quota
Year (1,000 pounds)
1979-----m—mmeem 42,744
1980-- ---—-mmem 45,241
1981-- - -- o 47,264
1982- -—-——- - 48,098
1983- - e 49,489

The rate for TSUS item 110.55 is being reduced, in stages, to 1.875 cents
per pound by January 1, 1987, thus ending the tariff-rate qunta.

Other

U.S. imports of groundfish and scallops are subject to inspection by the
Food and Drug Administration to ensure wholesomeness and compliance with the
standards of identity and labeling requirements that apply to domestic
groundfish and scallops.

In 1976, the Fishery Conservation and Management Act of 1976 (FCMA) was
enacted (Public Law 94-265). The FCMA, which is administered by the National
Marine Fisheries Service (NMFS) of the U.S. Department of Commerce,
established a 200-mile fishery conservation zone (FCZ) within which the United
States exercises exclusive management of fishery resources. Under the FCMA,
U.S. imports of any fishery product must be embargoed from a country with
which the United States cannot conclude an international fishery agreement
allowing U.S. fishing vessels equitable access to fisheries over which that
country asserts exclusive fishery management authority, as recognized by the
United States. No embargoes on U.S. imports of groundfish and scallops have
been imposed under the FCMA.



U.S. imports of whole cod, haddock, and yellowtail flounder are subject
to minimum size restrictions of 17, 17, and 14 inches, respectively. These
restrictions are consistent with U.S. fishery management restrictions that
apply to domestic fishermen. Imports of scallops from Canada that are
harvested on the Georges Bank fishing grounds must meet a minimum meat count
of 35 per pound, similar to restrictions on U.S. harvesters of scallops.

Previous Commission investigations

Since 1978, the U.S. International Trade Commission has addressed the
question of injury regarding certain fish and certain shellfish three times.
In each case, the Commission unanimously concluded that there was no injury to
the U.S. industry, or threat thereof.

On June 10, 1978, the Fishermen's Marketing Association of Washington,
Inc., Seattle, WA, filed a petition with the Treasury Department concerning
certain fish and fish products from Canada that enter the United States. On
June 27, 1978, the Commission received advice from the Department of the
Treasury that a bounty or a grant was being paid by the Government of Canada
on certain fish and fish products exported to the United States. The
Commission on July 13, 1978, instituted investigation No. 303-TA-3 to
determine whether an industry in the United States was being or likely to be
injured, or is prevented from being established, by reason of the importation
into the United States of such merchandise from Canada. 1/ The fish and fish
products covered by that investigation were whole cod, fresh, chilled, or
frozen; salted, pickled, smoked, or kippered cod, cusk, haddock, hake or
pollock; cod and flatfish (except turbot) frozenm in blocks of 10 pounds or
more each; and flatfish fillets, fresh, chilled, or frozen (except halibut or
turbot). On September 27, 1978, the Commission determined by a vote of 5 to O
that an industry in the United States was not being injured, was not likely to
be injured, and was not prevented from being established, by reason of the
importation of certain duty-free fish from Canada. Although the Commission
determined total U.S. imports from Canada of groundfish and groundfish
products increased as a percent of apparent U.S. consumption, the percentage
of apparent U.S. consumption accounted for by U.S. domestic producers also
increased; therefore, the Commission found the impact of the imports from
Canada was primarily on imports from other sources, which declined as a
percentage of apparent domestic consumption. Increased landings and rising
prices for most categories of groundfish and groundfish products indicated to
the Commission that the financial situation of the U.S. producers was
improving. The Commission held that the bounties and grants found by Treasury
had been virtually eliminated and the remaining bounties and grants were not
likely to have an injurious impact on the U.S. industry.

On January 9, 1979, the Commission received advice from the Department of
the Treasury that a bounty or grant was being paid with respect to certain
duty--free fish and certain duty-free shellfish imported from Canada. A
petition had been filed with the Treasury Department on December 30, 1977, by

1/ Certain Fish From Canada, Investigation No. 303-TA-3, USITC Publication
919, September 1978.
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the National Federation of Fishermen and the Point Judith Fishermen's
Cooperative Association of Narragansett, RI. The Commission's investigation
No. TA-203-9 was instituted on January 18, 1979. 1/ The imported articles
that were the subject of that investigation were whole cusk, haddock, hake,
and pollock, whether fresh, chilled, or frozen; fish blocks made of Atlantic
ocean perch, haddock, whiting, and other fish blocks except those made of cod,
flatfish, or pollock; live lobsters; and scallops. On April 9, 1979, the
Commission determined by a vote of 5 to O that an industry in the United
States was not being injured, was not likely to be injured, and was not
prevented from being established, by reason of the importation of certain fish
and certain shellfish from Canada. The Commission found that U.S. landings of
all four species of whole fish increased, but the ratio of imports from Canada
to apparent U.S. consumption fell. Despite the fact that the U.S. dollar had
appreciated in relation to the Canadian dollar, the Commission had no
information that the prices for whole fish from Canada sold in the United
States differed from those for U.S. whole fish. As for fish blocks, the
Commission determined that virtually all fish landed in the United States are
sold fresh, since fresh fish commands a higher price per pound than frozen
fish. The Commission also found that U.S8. landings of sea scallops and the
number of scallop dredges over 5 tons had increased, leading to increased
employment opportunities for the scallop fishermen, whereas Canada's share of
the U.S. scallop market had remained fairly steady. Also, the Commission held
that the fishery management plans initiated in conjunction with the
establishment of the 200-mile limit would provide a comprehensive program for
expanding U.S. production of the subject groundfish and shellfish.

On August 20, 1979, an amended petition was filed by the Fishermen's
Marketing Association of Washington, Inc., Seattle, WA, and the Coast Draggers
Association, Westport, WA, alleging increasing imports of groundfish and
groundfish products were causing serious injury to the U.S. fishing industry.
The Commission instituted investigation No. TA-201-41 on September 5, 1979, to
determine whether fresh, chilled, or frozen cod, cusk, haddock, hake, pollock,
whiting, wolffish, Atlantic ocean perch, pacific rockfish (including Pacific
ocean perch), flounder, turbot, and all other flatfish except halibut, were
being imported into the United States in such increased quantities as to be a
substantial cause of serious injury, or the threat thereof, to the domestic
industry producing articles like or directly competitive with the imported
articles. 2/ The Commission, on January 29, 1980, determined by a vote of
3 to 0 that the above-mentioned groundfish were not being imported into the
United States in such increased quantities as to be a substantial cause of
serious injury, or threat of serious injury, to the domestic industry
producing the like or directly competitive products. The Commission
determined that fresh or chilled groundfish products were not like or directly
competitive with frozen groundfish products. The Commission determined
imports had increased within the meaning of section 201(b)(1); however, they
also determined the bulk of the subject imports were frozen, but nearly all

1/ Certain Fish and Certain Shellfish From Canada, Investigation No.
303-TA-9, USITC Publication 966, April 1979.

2/ Certain Fish, Investigation No. TA-201-41, USITC Publication 1028,
January 1980.




the production of the domestic industry was marketed fresh. The only issue
that remained was whether increased imports of whole fish and fresh fillets
were a substantial cause of serious injury or threat thereof to the U.3.
industry. The Commission determined that imports might well have been a
problem to the U.S. industry, but that an overly rapid expansion of the
fishing fleet on the west coast was the primary problem of West coast U.S.
fishermen, and that the conservation quotas on the east coast were the primary
problem for east coast fishermen.

Foreign Customs Treatment

With the exception of the United States and Canada, the Customs
Cooperation Council Nomenclature (CCCN) is used as the basis for tariff
classifications by most countries. The CCCN classifies fish and shellfish,
including groundfish and scallops, in chapter 3 under headings 03.01 and 03.03.

The rates of duty applicable to imports of groundfish and scallops into
Canada, the European Community (EC) and Japan, the major markets for such
products, are shown in table 2.

Imports of U.S. groundfish and scallops into Japan are subject to
mandatory inspection by the Ministry of Health and Welfare (MHW) under the
Japanese Food Sanitation Law. A permit must be issued by the MHW in order for
such imports to pass through customs. The imported items are generally
sampled and inspected for compliance with Government regulations on food
sanitation, additives, and labeling. The requirements are the same for
domestic and imported articles. 1In addition, industry groups may voluntarily
request inspection of imported groundfish and scallops on a fee basis to
assure that the quality of the imported products is comparable with the
Japanese industry quality standards. The import procedures and inspection,
both mandated and voluntary, generally have not prevented Canadian or U.S.
exports of groundfish and scallops to Japan.

Japan also has an import quota system which includes certain groundfish
and certain shellfish, including scallops. The quotas are announced once or
twice a year and are allocated to various trading firms, users, and
joint-venture 1/ investors through import licenses. U.S8. exports to Japan of
the quota items are virtually nonexistent.

Imports of groundfish and scallops into Canada are subject to inspection

by the Department of Fisheries and Oceans. Such imports are inspected to
ensure safety, minimum quality, and proper labeling.

1/ Joint ventures are usually arrangements by which fishermen from one
country deliver fish to processors (usually a processing ship) from another.



Table 2.--Groundfish and scallops: Selected rates of duty, present and
negotiated, in principal foreign markets

(Percent ad valorem)

Description of commodity and foreign

: Present : Nepgotiated

Market . . rate of : rate of
_ tariff item Number duty 1/ : duty 2/
Canada-- ------ : Mackerel, herring, salmon, and all other: Free 3/
fish, n.o.p., fresh, salted, pickled,
smoked, dried, or boneless (11500-1).
: Shellfish, fresh, n.o.p. (12400-1)------: Free 3/
EC- —-~mmmm e : Fish, fresh (live or dead), chilled, or :

frozen: (03.01)
Saltwater fish:

: Whole, headless, or in pieces:
Cod (Gadus morhua, Boreogadus
: saide, Gadus ogac): :
: Fresh or chilled--  ------------: 13.1% : 12%.
: Frozen--——-——=--——o e e : 13.1% : 12%.
: Saithe (Pollachias virens): : :
: . Fresh or chilled--- ———-=-=--nmum : 15% 3/
: Frozen---—--———--—--ommmm e : 15% 3/
: Haddock (Melanogrammus :
: aeglefinus): :
: Fresh or chilled--------—---——-- : 15% 3/
: Frozen—-— --———-~——cc e —eo o1 15% 3/
: Flounder (Platichthys flesus):
: Fresh or chilled-- -----~=------: 15% 3/
: Frozen--- —=- ==~ oo oo~ =1 15% 3/
Hake (Merluccius spp.): :
Fresh or chilled-------- ---=----: 15% 4/ 3/
Frozen---—---—-- - ——cvmmemee oo : 15% 4/ 3/
Fillets: :
: Fresh or chilled--- --- ~—-~—---~---: 18% 4/ 3/
: Frozen: :
: Of cod (Gadus morhua, : 15% 5/ 15%. 5/
: Boreogadus saida, Gadus :
ogac). :
Of saithe (Pollachias : 15% 3/
: virens). :
: Of haddock (Melanogrammus : 15% 3/
: ~ aeglefinus). :
: Of hake (Merliccius spp.)- -----: 15% 3/
Of flounder (Platichthys : 15% 3/

flesus).

See footnotes at end of table.



Table 2.--Groundfish and scallops: Selected rates of duty, present and
negotiated, in principal foreign markets--Continued

(Percent ad valorem)

Description of commodity and foreign Present : Negotiated

Market . . rate of : rate of
tariff item Number duty 1/ : duty 2/
EC- Con. : Crustaceans and molluscs, whether in
shell or not, fresh (live or dead),
chilled, frozen, salted, in brine
or dried; crustaceans, in shell,
simply boiled in water: (03.03)
Molluscs:
Other:
Frozen: : :
Coquilles St. Jacques (Pecten : 8% : 3/
maximus). : :
Other- - -—-—vcmeeen-- mmmmm e e 8% o 3/
Other: : :
: Other—---——-mm e : 8% : 3/
Japan------—--: Fish, fresh (live or dead), chilled, :
or frozen:
Other:
Other:

Tara (cod and pollock): :

Fresh (live or dead) or chilled :

(excluding fillets): : :

Tara (cod and pollock), : 10% : 3/
(03.01222). : :

Frozen (excluding fillets): : :
Tara (cod and pollock), : 7.5% : 6%,
(03.01231). : :
: Fillets: : :

: Fresh or chilled (03.01238)---: 10% : 3/
: Frozen (03.01239)--------em=--: 10% : 3/
Other: : :

Live: : :
Other (03.01242)--—---—=---muu: 5% : 3/
Fresh or chilled (excluding :
fillets): : :
Other (03.01261)------—---—=--: 3.8% : 3/
Frozen (excluding fillets): :
Other (03.01279)--- --—=n-vm=--: 3.8% : 3/
Fillets: : :
Fresh or chilled (03.01281)---: : 3/
Frozen: : :
Other (03.01289)- - - ——---—=--: : 3/

_See footnotes at end of table.
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Table 2.--Groundfish and scallops: Selected rates of duty, present and
negotiated, in principal foreign markets--Continued

(Percent ad valorem)

: Present : Negotiated
rate of : rate of
duty 1/ : duty 2/

f' Description of commodity and foreign
Market ) tariff item Number

Japan--Con. : Crustaceans and molluscs, whether in
shell or not, fresh (live or dead),
: chilled, frozen, salted, in brine
or dried; crustaceans, in shell,
: simply boiled in water:
: Other:
Fresh (live or dead), chilled, or
: frozen: : :
: Adductors of shellfish : 10% : 3/
: (03.03216) . : :

DTS

1/ Current duty rates applicable to imports from the United States.

2/ Final rates negotiated in the Tokyo round of the Multilateral Trade
Negotiations.

3/ No concession granted in the Tokyo round of the Multilateral Trade
Negotiations.

4/ Duty rate reduced to 8 percent for silver hake (Merlucciusg bilinearis)
within the limits of an annual tariff quota of 2,000 tons to be granted by the
competent authorities of the European Community.

5/ Duty rate reduced to 8 percent for cod of the species Gadus morhua within
the limits of an annual tariff quota of 10,000 tons to be granted by the
competent authorities of the European Community.

Nontariff Barriers

The Common Organization of the Market for Fishery Products (CFP) is the
principal policy instrument which regulates fisheries trade with the EC. The
CFP provides for a reference price system which sets minimum import prices;
thus, the CFP can suspend imports of products which are at prices below the
reference price. The EC has suspended the imports of certain fish products 12
times, the most recent being cod (frozen fillets) into the United Kingdom and
Ireland from July 22, 1981, until October 30, 1981.

The EC, in a bilateral agreement with Canada (December 1981), agreed to
reduce tariff rates on a number of fishery products, including frozen whole
cod and frozen cod fillets, in exchange for guaranteed fishing allocations
within Canada's 200-mile limit. These reduced tariff rates however, are
within the legal limits under the General Agreement on Tariff and Trade
(GATT). Although the EC does not specifically name Canada as the beneficial
party, imports of the cod species Gadus morhua into the EC are permitted only
when accompanied by a certificate of origin.

10
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U.S. INDUSTRY

For the purpose of this report, the Northeastern United States includes
the Atlantic Coastal States from Maine to Virginia, inclusive. This region
accounted for $659 million in commercial fish landings (all species) in 1983,
or 28 percent of the U.S. total. 1In 1983, Northeastern U.S. production of
fresh and frozen groundfish fillets, frozen blocks and scallops amounted to
$403 million.

The groundfish and scallop industries of the Northeastern United
States--including both harvesting and processing sectors--employed some 12,000
persons in 1982, approximately 0.05 percent of the region's labor force. This
employment is concentrated in several coastal communities, with scattered
employment in numerous smaller communities as well. 1In addition, indirect
employment is generated in related industries, including shipbuilding, gear
and equipment, retailing, energy, and transportation.

The principal products of the industry are, in decreasing order of value,
fresh and frozen scallops, fresh groundfish fillets, frozen groundfish
fillets, and frozen blocks of groundfish. 1In addition, a small, but
indeterminate, quantity of dressed (gutted) groundfish is marketed without
further processing.

Domestically landed groundfish and scallops are almost always channeled
into the fresh fish market, including retail fish stores, supermarkets,
restaurants, and institutions (hospitals, schools, and the like). This market
brings higher prices and requires less effort in the form of freezing and
packaging. Exceptions to this fresh-market emphasis by domestic producers
include sales of frozen fish to the U.S. Government and periods of excessive
domestic supply relative to market demand which results in low prices and in
surplus supplies being frozen.

The major groundfish and scallop resources available to Northeastern U.S.
fishermen are located in the continental shelf waters off the New England
coast, primarily Georges Bank and the Gulf of Maine. Georges Bank holds the
largest Northeastern U.S. concentrations of sea scallops, but occasional
commercial concentrations are found off the Maine coast and in the waters off

"New Jersey. Cod, haddock, and the principal flatfish species are also found
on Georges Bank, with additional resources extending into the Gulf of Maine
and, particularly with flatfish, down as far as the lowest mid-Atlantic
States. Fishermen concentrate their efforts on the resources off New England,
with additional activity off the mid-Atlantic coast and some "inshore" effort
by small vessels within the 0- to 3-mile jurisdictions of the States.

There are distinct differences between the harvesting and processing
sectors of the Northeastern U.S. fishing industry. There is little vertical
integration: only a very few processors own vessels, and processing by
fishermen is limited primarily to cooperative-owned filleting houses.
Fishermen catch the fish, landing flatfish completely unprocessed; cod,
haddock, and pollock are eviscerated; and scallops are shucked and therefore
almost completely processed. Processors- exclusively an onshore sector in the
Northeastern United States--fillet and market groundfish and pack and market
scallops. Concentration in processing, by port, is usually much higher than
in harvesting, although on a regionalized basis, this relative concentration
declines considerably. Fishermen, exempt from antitrust laws prohiUiting
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mergers, have in some ports formed cooperatives in order to increase their

market power, but this has not been successfully carried out on a regionwide
basis.

The "open access" nature of the fish resources makes for vigorous
competition between fishermen for the stocks, and results in high levels of
effort and capitalization. Such high levels of effort have led the Federal
government, since 1977, to occasionally apply restrictions on fishermen, such
as annual catch quotas, in an effort to stabilize the industry and protect the
resources.

" Harvesting Sector

The harvesting sector of the Northeastern U.S. fishing industry consists
of several hundred vessels operating from a number of ports scattered along
the entire coastline of the region. These vessels range in size from small
skiffs less than 18 feet long to large trawlers over 100 feet long, with a few
vessels in excess of 150 feet. Most, however, fall within the 40-to 80-foot
category. Crews on these vessels range from one or two persons on small boats
to upwards of 10 persons on the larger vessels. The typical vessel employs a
captain, one or two mates, a cook, an engineer, and a varying number of
deckhands. Most vessels are owned by the skipper, either directly or through
a corporation set up for that purpose. Horizontal integration is limited;
some persons or groups of investors may own 3 to 6 vessels, but single vessel
ownership is, by far, most common. Also, most fishermen are not forward
integrated into fish processing; instead, they sell their catch directly off
the boat to dealers or processors.

Technology

Most groundfish vessels in the Northeastern United States are stern otter
trawlers; that is, they tow an otter trawl, or long, bag-shaped net, from the
stern of the vessel, as opposed to trawlecrs of decades past, which towed from
the side (fig. 1). The stern trawler now dominates (there are some old side
trawlers still operating) and is considered more efficent. Moreover,
wood-hulled vessels are being replaced over time with hulls made of steel or
fiberglass because of wood's less desirable qualities with respect to wear and
tear and flammability.

Another type of vessel with a long history, but for which there is some
renewed interest, is the longliner. Because of automation developments, this
gear type, which was previously seen as inefficient because of high labor and
bait costs and low catch rates relative to those of otter trawlers, has
stimulated new interest as a means by which high-quality fish can be harvested
and landed. By avoiding crushing in a net and allowing for more selectivity
with respect to species and size, the automated longliner has attracted a
number of investors. The principal gear on these vessels will be
Norwegian- produced, automated longline gear, the state of the art of such
gear. However, some drawbacks of longlining (automated or otherwise) include
the high cost of bait and the institutional structure of Northeastern U.S.
groundfish marketing, which as yet does not allow for premiums to be paid to
fishermen for higher quality fish.

12
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Figure 1l.--Major gear types for groundfish and scallop vessels.
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There is considerable "inshore" harvesting carried out in the
Northeastern United States; inshore vessels concentrate their effort close to
shore, either along the coastline or in or around bays and inlets. A common
gear type used in inshore fishing is the gill net. This consists of a long,
rectangular net frequently extending several hundred feet in length (but only
a few feet high), suspended in the water by a system of buoys and anchors.
Fish swimming into the net are caught by their gills and trapped; the
fisherman daily travels the length of the gill-net removing the catch.

The use of electronics (other than computers) in harvesting operations is
widespread. For navigation, radar and loran C are both widely used systems
employed on all but very small inshore vessels. CB radios and telephones are
common as well. "Fish-finders" (sonar systems) are only slightly less common
but still considered valuable if affordable; in addition to locating schools
of fish, sonar helps locate potential obstructions to gear. Most of these
types of electronic gear can cost upwards of several thousands of dollars.

Number of vessels and employment

Most fishing vessels which target the fish that are the subject of this
report are located in a relatively small number of communities along the
Northeastern U.S. coast (fig. 2). 1In terms of the total quantity of landings
(an indication of employment), the eight largest Northeastern U.S. ports are
(in declining order) Gloucester, MA; New Bedford, MA; Point Judith, RI;
Rockland, ME; Portland, ME; Cape May, NJ; Hampton Roads, VA; and Boston, MA.
Vessels from these ports, which range throughout the Northeastern United

States, participate in varying degrees in the harvesting of groundfish and
scallops.

Data on groundfish and scallop harvesting in the Northeastern United
States are available by vessel gear types and vessel tonnage classes. Vessels
are classified on the basis of the primary gear type used during the year;
this avoids double counting, as many, if not most, vessels employ different
gear types during different seasons of the year.

Otter trawls are the most common type of gear used by vessels harvesting
groundfish., Table 3 presents the number of vessels employing otter trawl gear
that landed groundfish in New England during 1979-83.

In 1983, vessels employing otter trawls, or draggers as these vessels are
commonly called, accounted for 92 percent (by volume) of all cod, haddock, and
yellowtail flounder harvested in New England. The majority (57 percent in
1983) of primary-gear draggers are large vessels, over 100 gross tons. 1/ The
number of these large vessels increased from 107 in 1979 to 156 in 1983, The
number of midsized (26 to 100 tons) primary-gear draggers fell from 97 in 1979
to 79 in 1981 and then increased to 101 in 1983. The number of small (5 to 25
tons) primary-gear draggers fell from 14 in 1979 to 10 in 1980 before rising
to 18 in 1983, The total number of vessels using otter trawl gear rose by 30
percent, from 757 in 1979 to 986 in 1983.

1/ A ton, as used in vessel measurement, is a measure not of weight but of
volume: 1 gross ton equals 100 cubic feet of interior vessel space, but 1 net
ton equals 100 cubic feet of vessel hold capacity.
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Figure 2.--Major fishing ports of the Northeastern United States.
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Table 3.- Number of vessels employing otter trawl gear, primary and

total, 1/ by size classes, 1979-83

'S to 25 tons . 26 to 100 tons Over 100 tons Total
Yesr  --— - e .

PETL iootar OPTI ipgear PO PRI agta Pri- Total
I ._mary . i mary H . mary N mary
1979- ---: 14 : 210 : 97 : 367 : 107 : 180 : 218 : 57
1980- - --: 10 : 219 : 87 : 410 : 130 : 217 : 227 : 846
1981- ---: 12 : 225 79 : 427 : 114 : 238 : 205 : 890
1982- ---: 14 : 251 : 88 : 443 143 : 281 : 245 975
1983- - -: 18 : 219 : 101 : 458 156 : 309 : 275 : 986

. .
. .

1/ For the purposes of this discussion, primary gear refers to vessels
employing otter trawls more than 135 days at sea per year and total includes
vessels employing otter trawl gear at any time during the year.

Source: Compiled from unpublished statistics of the U.S. Department of
Commerce, National Murine Fisheries Service.

The number of longliners and gill netters 1/ in New England decreased
during 1979-83, as shown in the following tabulation, compiled from
unpublished statistics of the National Marine Fisheries Service:

Year Longliners Gill netters
1979- ---e - 43 112
1980- - ----- 37 112
1981- - - ---- 42 137
1982- -~~~ 31 131
1983- - - --- - 26 101

The number of longliners decreased irregularly from 43 in 1979 to 26 in
1983 following a 44-percent decline in average pounds of fish (all species)
landed per vessel from 117,787 pounds in 1979 to 65,574 pounds in 1983 (NMFS
unpublished data). Average prices received by these vessels, however,
increased from $0.52 per pound in 1979 to $1.19 in 1983, attributable perhaps
to a shift in species mix to more valuable species. Meanwhile, the number of

gill netters increased from 112 in 1979-80 to 137 in 1981 following a 9-percent

rise in pounds landed (all species) per vessel, from 163,291 pounds in 1979 to
177,573 pounds in 1981, and a 31-percent increase in the average price
received, from $0.23 in 1979 to $0.30 in 1981. Both catch rates and prices
subsequently declined to 156,183 pounds per vessel at an average price of

$0.27 per pound in 1983, bringing the number of gill net vessels down to 101
in 1983.

1/ Vessels deriving 50 percent or more of their income from eilher line
trawl gear or gill nets.

16
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Table 4 shows the number of vessels landing scallops in New England
during 1979-83.

Table 4.- Number of vessels landing scallops in New England, primary and
total, by size classes, 1979-83

.
.

s to 25 tons - 26 to 100 tons . Over 100 tons Total
Year ’ ; * : : ; - : A
¢ Pri- : ¢ Pri- : Pri- : ¢ Pri-
. . mery :Total . mary :Total . mary . Total . mary : Total
1979-- ----: 1/ 28 : -6 3 82 : 48 173 : 54 : 283
1980-- ----: 1/ : 26 : 5 ¢ 70 : 62 : 247 : 67 : 343
1981------: 1/ 13 : 5 : 70 : 72 : 262 : 17 : 345
1982------: 1/ 10 : 1/ : 30 : 86 : 196 : 86 : 236
1983- - --: 1/ 26 : 6 : 67 : 102 : 198 : 108 : 291

. . . . . . . .
K o . . S k3 o .

1/ Fewer than 3 vessels.

Source: Compiled from unpublished data of the U.S. Department of Commerce,
National Marine Fisheries Service.

In 1983, there were 291 registered fishing vessels (5 tons and greater)
that employed scallop gear at least part of the year, representing an increase
of 3 percent from 283 such vessels in 1979 and a decline of 16 percent from
the high of 345 vessels in 1981, Of these vessels, approximately 54 were
primary-gear scallopers (employing scallop gear during at least 135 days at
sea) in 1979. The number of primary-gear scallopers doubled to 108 in 1983.

Because the scallop industry of the Northeastern United States centers on
the sea scallop fishery, which is almost exclusively an offshore fishery, the
bulk of the commercial sea-scallop-fishing effort is conducted by large
vessels (in excess of 100 tons). These vessels made up 94 percent of the
primary- gear scallop fleet in 1983. There is an inconsequential number of
primary gear scallop vessels in the Northeastern United States in the range of
S to 100 gross tons. A number of fishing vessels between 5 and 100 tons,
however, employ scallop gear as a secondary gear type; 93 such vessels existed
in 1983 compared with 83 in 1981 and 110 in 1979.

Table 5 shows employment on fishing vessels utilizing otter trawls as a
primary gear type and on vessels utilizing otter trawls at any time that
landed groundfish in New England during 1979-83.

Employment on New England fishing vessels primarily utilizing otter
trawls increased irregularly from 1,276 persons in 1979 to 1,550 persons in
1983, or by 21 percent. Employment on New England vessels utilizing otter
trawls at any time increased irregularly from 4,947 persons in 1979 to 6,202
persons in 1983, or by 25 percent. The largest increase in employment on
vessels utilizing otter trawls as a primary gear type was found among large
vessels (over 100 tons); such employment increased from 749 persons in 1979 to
1,092 persons in 1983, or by 46 percent. Employment on midsize vessels (26 to
100 tons) utilizing otter trawls primarily fell from 485 persons in 1979 to
352 persons in 1982, recovering somewhat to 404 persons in 1983. 17
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Table 5.--Employment on fishing vessels utilizing otter trawls,
primary and total, by size classes, 1979-83

'S to 25 tons . 26 to 100 tons . Over 100 tons . Total
Year e : T : : - ; :

¢ Pri- "Total Pri- "Total Pri- ' Total Pri- Total
— . mary . K mary . mary M MPY
1979-- ————: 42 : 672 : 485 : 2,320 : 749 : 1,955 : 1,276 : 4,947
1980-- ----: 30 : 687 : 435 : 2,485 : 910 : 2,429 : 1,375 : 5,601
1981-- ——-- ;36 : 711 395 : 2,103 : 798 : 2,464 : 1,229 : 5,278
1982- - ---: 42 : 795 : 352 : 2,124 : 1,001 : 2,967 : 1,395 : 5,887
1983-- --——: 5S4 : 711 : 404 : 1,092 : 3,255 : 1,550 : 6,202

2,236 :

Source: Compiled from unpublished data of the U.S. Department of Commerce,
National Marine Fisheries Service.

The number of employees on longliners and gill netters in New England
during 1979-83 is shown in the following tabulation, estimated from
unpublished data of the National Marine Fisheries Service:

Year Longliners Gill netters
1979--—-———-- 125 325
1980-- - -~~~ 126 325
1981-——--——~- 139 397
1982-- - --——-- 102 393
1983 ~-———-- 88 : 303

Between 1979 and 1981, employment on longliners increased by 11 percent,
from 125 in 1979 to 139 in 1981; employment then dropped by 37 percent to 88
in 1983, Employment on gill netters, meanwhile, rose from 325 in 1979 to a
1981 peak of 397 and then declined sharply from 1982 to 1983 to 303, or by 7
percent during 1979-83. 1In both instances, employment fell despite a trend
toward larger crew size, as more and more vessels left the industry or
switched to alternative gear types.

Table 6 shows employment on vessels using scallop gear as a primary gear
type (more than 135 days <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>