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o FOREWORD

The National Commission on Product1v1ty has been directed

to conduct a study seeking ways to improve productivity. in

the food industry as a means to better food price stability

in the future. The study will identify opportunities for
immediate action to stimulate productivity as well as to 1nd1cate
areas where long-range studles should be profitable.

The study is being carried out by a Task Force comprised of
staff from Government agencies located in Washington, augmented
by specialists from industries and universities, One of the
:nine sub-panels has dealt with the seafood sector of the food
industry. Other’ sub-panels weére concerned with meat, dairy,
fruits and vegetables, processing and manufacturlng, retailing,
production, 1abor, and tran3portat10n. ' ’

. The attached draft report of the Seafood Panel will be
incorporated into the overall report to be submitted by the
National Commission on Productivity to Secretary .of the Treasury,
'“"George Shultz, Chairman of the Cost of Living Council.
Members of the Seafood Sub panel are:
. Dr, Harvey M. Hutchlngs ’
Deputy Associate Director for Resource Utilization
- National Marine Fisheries Service, NOAA
Department of Commerce
Mr, John Peterson )
Vice-President, Washlngton Fish and Oyster Company
San Francxsco, California
Pr331dent Natlonal Fisheries Institute
\-
Dr. Lawrence Van Meir -
Director, Economics and Statistics Division
National Canners Association, Washington, D, C

Dr, Virgil J. Norton
Professor, Resource Economics
Chdirman of Graduate Economic Faculty
University of Rhode Island

Kingston, Rhode Island 02881
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L. INTRODUCTION AND BACKGROUNDL

Contlnually grow1ng demands for seafoods from a relatively

'_ figed resource-base have brought about a situation of supply-
shortages and rapidly increasing prices., Retaif'5§EEEs for edible
- seafood products consumed in the”United_States have increased 28
"Hperceq;;since'1968. This compares u;thwan increase of 14 percent
ror ali food prices, 26 percent'for beef prices, and 6 percent for
poultry prices during the_same oeriod, This short supply and
ﬂgroWing demand picture varies in. 1uten51ty by product, and as
'species vary in abundadce from year to year; but it extends to
..ﬁost:of the»popular spec1es of_fish_andmshellfish and generally
.is a uorldwide ohenomenon. It'ialparticularly characteristicvof

_ shrimp, tuna, lobsters, cod haddock hallbut, and scallops.
Unless supplles of these or close substltute products can be

" expanded 31gn1f1cant1y in the near future, these conditions will

intensify and consumer seafood prices will rise at an even more

N
rapid rate than they have in these past 5 years.

'Total world catch of fish has more than tripled in the'past 20

o years, 1ncrea81ng at a.rate more rapid than world population

. growth Total landings 1ncreased from 21,1 million metric tons in
' 1950 to 69.3 million tons in 1970. Much of.this_iucrease is

. accounted for by the harvest of lesser known edihle species and
"of species used for the production of fish meal, an important
,ingredient in broiler feed rations. It is becoming more and more

-~ the accepted opinion among world authorities, however, that this




rate of increase in total world catch of fish cannot continue.

The fishing effort applied to many spec1es is either at or beyond

-

that required to harvest the max1mum sustainable yield'aad’ﬁhus

there are increasing Lhieats to the maintenance of current yields

T

of many of the more important'speeiesa’

-

e

The U.S. catch of fish and shellfish during 1950-70 has remained
about constant averaging about 2.1 milliog“metgic.tons per year.
_U S. utilization (ediblc conSumption and 1ndueria1 use) on the
other hand 1ncreased from 3.0 to 5 3 million mctrlc_tons ftom
© 1950 to 1970, with most of that increase being supplied by imports.
tIn 1950, 25 percent of total_U;S,‘supplies of fishery products
came:from imports. In 1970, imports made up 57 percent of the
total supply. The degree_of dependence on imports varies con-

. siderably by species, Consumption of species such as salmon,

oysters, and crabs comes almost entirely from domestic production.

\

The United States currehtly'consumes almost 15 percent of the total
world supply of edible fish. We consume 32 percent of all shrimp
caught, 66 percent of the lobsters, 79 percent of the scallops,
57 percent ef the oysters, 60 percent of the clams, 37 percent of

~ the tuna, 27 ﬁercent of the salmon, and eimoet all the crabs. 1In
recent years we have begun to face stifficompetitien in terms of .

both the resources themselves as well as for the products in inter-

national trade,




. Ihe.world catch of many of'these'pdpular fish ané shellfish from.
known existing stoqksAis very near'the‘estimgted maximum yield.
In fact becaﬁse of

- the pressures of demand aﬁd riging.prices | ’: N

- the rapidly.expanding fishing fleets throughout the world

- relatively ineffective national and international regulat§ry
mechéﬁisﬁs'forvcontrolling fish cétche; égé'conserving
resources |

. the wdrld is facing a growing thfeat of overfishing whiéhACOuld

.haraséica11y reducé fish‘stocks from bresent i;;;ig. In addition
. ;siﬁce.most'fiéﬁ and .shellfish épecies spéhé a parﬁ of their life

;cyclés in the estuaries and ne;rfshoré wétérs, there is the ever-

presént threat of pollution and other man-made environmental changes

further reducing fish stocks.,

Although fishing pressures in U,S., fisheries have increased

significantly in recent years, total catch has remained relatively
\ . .

constant because of a declining catch per unit of effort. Techno-
logical improvemenﬁs associated with vessel navigation and fish .
“locating and‘catching techniques have ‘been more than offset by the

~effects of an increase in fishing effort on fixed or even reduced °

~stocks, . Thus productivity-in the harvesting of fish and shellfish

| in the United States has actually declined in recent years (sece

4

attached table).
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Productivity gains for fish processing in recent years have been
about comparable to that in othervfood processing. The marketing
and distribueion system beyond the processor level for seafood

products (except for fresh fish) uses a system ‘common to all food

products. This system by world standards is efficient. This is

not to say there'are no possibilities at this level for- improve-
ments in product1v1ty in the distribution system, but most of

these need to be approached more. broadly than JUSt for seafood,
Therefore, withvrespect to improving productivity for seafood,
.overriding problems at the harvesting and processing.levels must

be addressed before we can expect to significantly eIter the tieing
trend in consumer seafood ﬁtices. To beretfective, steps must be -
taken to increase supplies ane.td ameliorate those factors

deteriorating the existing state of fish stocks.

IL, OPPORTUNITIES FOR IMPROVEMENTS IN PRODUCTIVITY IN THE SEAFOOD
INDUSTRY

Some measures, at both harvesting and processing 1e§els, can
be -taken which will incrcase supplies.of seafood products. Other
steps can be taken which will maintain the-yield from stocks
currently fished. Still other actitns would eignificantly increase
ptoductivityvof' inpdts in fishing (reduce the input of labor and
capital ter unit of output); however, they would not increase the
total supply of fish and therefore 11ke1y would not re5ult in a
decline in consumer price;. Nevertheless, these 1atte1 measures

are socially beneficial and--should be undertaken.
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A. Steps to Increase Supply

1. Developing Underutlllzed and Unutlllzed Species
(2-4 years)

a. Problem: .

SignifiEant quantities of céetain fish and
shellfish off U,S, coasts and elsewvhere in the world provide .
potentlal for development of substltutes to ex1s¥1ng products 1&
short supply. The structure and capital position of mqst"segﬁcnﬁs
of the U,S, fiéhing'industry preélude private'industry from
developing such products without a351stance from Government in
'asse351ng the abundance and distribution of the fish stocks,
developlng the necessary harvestlpg apd processing techniques,
”aeveloping new product forms; and broadening the market and
.6vereoming consumer acceptance ﬁreblems. The following table

lists examples of some species with estimated high potential

for development and the problems inhibiting their use. Adequate'

assistance is not now available within existing Government programs.




Species

Red, Jonah, &
Cancer Crabs

Mullets
Groupers
Jack Mackerel

Spanish & King
Mackerel

Rock Shrimp

" Saury
Squid
Sablefish

Pacific Rock-
fishes

- Qhahog Clams

Calico Scallops

“Preliminary
Estimated
Potential

"500 mil lbs

‘Not available

-Not available .

1,500-3,000
mil

Not available

25 mil

Not available

Not aQailable

Not available

Not available
100 mil

25 mil

Present
Utilization

Problems
Hindering
Deve lopment

0

35 mil com-
mercial; 22
mil sport

8 mil com-
mexrcial; 70

" mil sport

50 mil

Harvesting & Processing
Techniques; Market
Acceptance

New Product Forms;
Market Acceptance

New Product Forms;
Market Acceptance

Harvesting & Processing

. Techniques -

King 6 mil;
Spanish 10 mil;
Sport catch

- several times
* commercial

catch
Nil

5 mil com-
mercial; 50

“mil foreign

25 mil

nil

Expansion of Market Arca

Processing Techniques;
New Product Forms

Assessment of Distribution
& Abundance; Harvesting
Techniques

Assessment of Distribution &
Abundance; Marketing
Acceptance

Assessment of Distribution &
Abundance; Market Acceptance
Processing Techniques;

Expansion of Market Area

New Product Formsi Mkt
Acceptance

Processing Techniques




The above list pertains to fisheries relatively near U.S. shores.

On'a worldwide basis, tuna and'shrimp are of extreme importancé
to the U.S. mafﬂet. Substantial stocks of tunas are believed to
inhaBit the Central Pacific;.however, there ié'insuﬁficieﬁt da;a
on their location, distribution, and abundance. Also, new harvesting
techniques and gear wouid have to be de;éiééed for these tﬁnas. |
Tfopiﬁal shrimp fisheries exiég in about 60 countries around the
ﬁorld. In seéera}‘areas - West.Africa, India, Indonesia, other
Squtheast Aéian countries - stocks.are not Believed to be fulIy
exploited.
b. Solution_. _ -
(1) Expand_éiisting miniﬁal programs for locating
résoﬁrces; defining potential,fdeveloping new.harvesting techniqués,
" and new product development.by Feder%l Government. --($15 million-
_ NOAA, DOC.)
(2) .Matching.fund grant program or tax credit
for private industry for demonstration and application of imﬁrovedA
harvesting and processing techniques, and for production of new

product forms and market testing. ($10 million, NOAA, DOC.)

c. Appraisal
.(l) Solution i - Would. not require new legislation

and could be effected immediately. Should.undertake-only'those

~activities beyond the capépiliﬁy of inddstry. Must be done in

close coordination with industry. Industry and Government should




work toward more fully utilizing and furthef developing stocks of
fish and shellfish presently preferred by the U.S. consumer.
Development ofzspecies not presently-used requiresvallonéer deVelop-
: ment and gducation process,

(2) Solution 2 - Would possibly require new

- "legislative authority; would stimulate industry to take over on its

own at the earliest opportunity. With tax credits, incentive is

supplied if‘tHe firm‘é own funds are involved. Many firms would
be interestéd in investment in ventures of greater'thag normal risk
if tax dollars were utilized. .Could have broblem of.préprietary Vs -
public inforhation.' Industgy efforés are now confined to sub-
_stitution of a very limited nuﬁbér of closely related species.
| d.. Discussion |
Positive: The ahnual domestic catch off U.S.
coasts is approximately 2 million ﬁons with at least 3 million tons .
being‘taken by_fofeign_figﬁing fleets. A gross esﬁimate’of the
.annual potential yield.of U.S. coastal waters without regard to
technologicél; economic or acceptance considerations is 10 to 15
miliion tons. Although a'substantia}'portion of this is clearly not
within reach of existing technology and would not provide readilyn
‘acceptable”substitute products, a pbrtion'of whicﬁ could be brought
under éommercial production by one or more of the following applied
research activities:
- -Exploratory work‘is réqu;red to locate commercial con-
centrations 6f various resources and definc their season

availabilaty.




GearAresearcﬁ is réquifed to determine the most efficient
ﬁethods of harvééting.,
New.products and processes afe required to make high.quality
nutritious producés with eitended storage life.
Marketing assistance is needed to acquaint fhe institutional
'aﬁd retail distribution systems withlthe neﬁ products.
Another aspect of the developmeﬁt of unutiliéed~and under-
utilized spécies which wéuld have to be overcome is the
spééies nomenclature as controlled b& FDA. Highly acceptable'
prod;cts will have tfduble breaking into the market if they
muétibe called such names as cancer crab, mullet, arrowtooth
flounder, flathead solé,‘gtc. | |
" On a global basis the present world catch of 42 million tons
of edible fish couid.probably double. U.S. technology and capifal
“. could help'developing nations increase their catches.
Meat from the cancér, red énd Jonah crab is visually identical
b Since these crab meats could be
interchangeable, a common name such as Atlantic crab meat would

facilitate marketing and eliminate possible unnecessary confusion

among consumers. Would require considerable coordination between

NMFS and FDA.




Negative: These development activities, if

successful, w?ﬁ}d need to be supplemented Qith improved mgnagement
measures (digéussed later) or they would lead to overfishing pressure
similar to that experienced in traditional fisheries.
2, Incréasing the Edible Product and Impgoving Quality
and Efficiency in Scafood Processing (2-4 years)
a. ?roble@ |
An estimated 60 ﬁercent of the total edible weight
of fish and shellfish is presently consumed. Much.edible fish and
_‘shgllfish meat 1is Qasted becaﬁse tgchnology is not available to
"separate meat from éhe bone and handbickiﬁg is too costly.
Mechanical separators have proven fgasible'in the poultry and meat
industries. They are currently undér development for selected
fish species. In addition there are a number of other technologicalb
"improvements that could be made in processing and handling seafood
which would lead to higher-quality, greéter efficiency, and largef
‘quantities.of seafood. \ |
Recently developed'mechanical separators offer the potential for
.increasing the yield of edible product from some spécies of fish
by as ﬁdch"aslso percent more thah can be obtained from fillets,
While the general principles are known and equipmept is aQaiiable;
the full exploitation of this technology.requires'Certain stcps.'
The recovery of additionai fish meat "'is already practicable, but

qualitx.factors, principally color, limit the uses of this product.

10




b. Solution
Gerrnment~industrj research and development grant
p%ogram in the~fie1d ofAuﬁilization technology. Some examples would
be:
- (a) Acceleratéd development of mécﬁanical deboning
ahd'meaffpicking processes as abplied to a number of species, develop-

ment anad market-teéting of products from chunks and pieces.

(b) mnevelopment and demonstration of shucking
~equipment for oysgers, clams, and galiCo scallops.

(c) Accelerated develo?mgnt of cfab pickers.,

(&) Developmént of new systems for holding live
lobsfers and crabs onboard vessels. .

| - (e) Depuration s&stems(for.mollusks;

(£) Diéguis;hg strong tastes of soﬁe seafoods.

(g) 1Improved freezing techniques.

(h). iﬁpréved packaging techniques.

(i) 'Altﬁopgh;;ostntrends in the food iﬁdustry are
toward gonvenience ;tems, markets for bone-in, skin-on fish could_
‘probably be expanded. These prdducfs could represent lower costs

to consumers,

. c¢. Appraisal - ST

Most of funds would bé_used.for grants to particular

'segments of industry for work on specific problem areas; would

- stimulate industry to adopt new productivity increasing measures,
.

11




would greatly acceleéate'the present 1im}ted'effort of both Govern-
ment and induétry on this.type of activity.‘ (NOAA, DOC is'presently
spending only about $400 thousand annually_ép;ﬁhis area:) Could

have problem of proprietary vs pubiic information. Private industry

- in most cases does not have excess reserves to put into these kinds -

of research and development. o E T

To facilitate fecégnition and Qider use pf'comminuted fish, -
nomenclature and standards need to be developed. This,involveé
surveys, cénsumer understandinngf proposed terminology, and
' consumer education to these new types of products.
| d. Discussion
PositiQe: When a fish is filletedvonly about 30
percent of the weight of‘fish is consumed. If the remainder of the fish
aftervfilleting were put througﬁ'a deboning machine, the yield could
be increasédfto about 50 percent of the weight of the whole fish.

Many species of soft-fleshed fish, not suitable for filleting,

could be processed in this manner. A few deboning machines,

previously used in the poultry industry are undergoing modifications

and being experimented with by Goverfiment and private industry;

In ;ddition; sevéral foreign-made machines are évailable for
limited species. Government—supported“grants-would'accelerate
these activities and would. center on imﬁroving quélity of the fi;h

flesh and developing new products. Deboniﬁg equipment could add 80

million pounds from species currently filleted.

12




" Practically all crab meat is picked by hand with yields of 14 to

20 percent. Mechanical picking would increase these yields to

20 percent, -

.
- — et

New systems for holding live .crabs and lobsters could increase

supplies by 10 to 20 percentl _Mechanical shuckers for oysters,

- clams, and calico scallops would reduce processing costs by 20 .

to 30 percent and felieve pressure -on the rapidly.declining supply

.of labor for'hand'shucking.'

Negative: Quality-problems from the use of

-inférior parts of the fish may be difficuit>to overcome,

3. Developing Aquaculture (5-10 years)

a. Problem:
All known wild stocks of those major species of
" fish and shellfish in popular demand are being fished at maximum

ncreasing supplies of most of these species
N .

levels., Thevoply'way of i
is througﬁ (a) the deveiopﬁént of tecbniques for rearing these fish
and shellfish under'éontrolled’condiéions (closed systems), and .
'(b) enhancement of existing wild stocks (such as by.breeding and
rearing juveniles'in hatcheries_to éupplement those reared naturally
(open systeﬁs). Some work is underway but very few developments

i”i have reached the state of commercial adoptiéh; There are still tpo.

many uncertainties for private industry to undertake these develop-

ments on its own,




b. Soluéioﬁg

(a) ,Expahd and accelerate ongoing R & D Qork in
aquacultu:e go;dévelop néw techniques for rearing fish and shell-
fish under controiled or semicéntrolled conditions.and longer-range
developments in genetic mauipﬁlation;.nutrition, diseases associated
with confinement, etc. by Government. ($10 mllllon, NOAA, DOC. )

(b) Matchlng»fugd grant program for private
industry for development and application of closed systems.

- ($10 million, NOAA, DOC.)

(a) Solution a - Would.not require new legislation
and éould be effected immediately. This work is iong-run in nature
witﬁfthe payoff several years off., Tﬁe present minimal effort in
Government (about $ 2 million) should be acceierated significantly.'
ThlS effort is highly crltlcal to contlnued avallablllty of many
popular seafood items, The NMFS is seen as playing the major role .
in.research and developmedt for both open and closed aquaculture
systems. Sea Grant could play a major role after the basic studies
on genetic, food énd disease problems, etc. by working with indusfry'
in settlng up pilot plants and protoLype operatlons and in the
appllcatlon of the results of basic resaarch. ' An exxstlng example
of the open.system is the salmon hatchery which prOV1des young
fish to augmcnt natural producLlon and replace productlon from

destroyed or polluted spawning beds. Further efforts should be

directed to more fully developing the salmon sustaining stream of

14




the Pacific Northwest and Alaska., In addition research efforts

should be devoted to determining the potential from seeding open
areas with ofher species.whose spawning and nursery grounds have

been destroyed by societ&.

" (b)  Solution.b - Would‘probaﬁly £équire neﬁ
legisl#tive authority; would s@imulatg industry to“dquﬁérg“on its own.
?;obabiy as many aé 50 companies ére in various stages of experi-
qeqtal research and development ofia numbef‘of species. . In
addition to.freshwater trout, catfish, and private oyster beds,
smqll(commegcial quéhtities of.shrimp and salmon (fish reared to

-1 pbund in.12 monthé in éncloséd areés) have been marketed this
_past year.A_Many froblems remaih‘to bg sél&ed, however,
| d.. Discussion
Positive: Thé limited number of aquacultural .A
. ventures ﬁhat exist throughout tﬁe world today are indicative of the

increases in fish -and shellfish suppliés that would ‘be achieved if

techniques could be furfhgr'improved and extended to c¢her species.
This is the only way of expanding supblies for some sPecies most
.in demand by consumers,

Nepative:  Because of the long-run nature of much
of%;he w;rk, benefits are hard to predict. There ére institutional
problems that would have to be overcome,;particularly with reSpeqf
to‘the closed systems. The graaual destruction and polluticn of our
éstuaries plus the‘growth in coﬁpeﬁipg uses (industrial and urban

developments of our ¢0astlinc, recreation, etc.) and the generally

15
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poor system of allocating the marine environment among competing

uses would tend to limit aquaculture opportunities (closed

| e .
systems) in matine species.

B. Steps to Maintain Existing Stocks

l. Improve Fishery Maﬁagement Systems
a, Problem

Eishery managementﬂsystemé are inadeqﬁate aﬁd
incapable of coping with today's pfoblems of‘allocgting.fishery
reésources among céuntries, among dser groups and among fishermen
as a group within the Upited States. The result generally has
ibeeu'inadeéﬁate controls on fishing pressﬁres which lead to over-
fishing. To tﬁe extent controls are gffective, they are the type
of controls which tend to stifie economic efficiency and technological
advancement in the comme#cial haryésting of fish and shellfish, |

‘Raise attention of this matter £o~the highest
level within Government, cieéfly delineate an effective ﬁatiénal
fishery policy and more actively pursue the legislation, co-
operation with the States,rand international agreements néceséary
to implement adequate management and regulétory procedures

controlling this Nation's renewable fishery resources in cooperation

with the States, This would particularly include:
(a) Actively support at a high level of Government

ﬁhc Statc-Fedéral Fisheries Management Program already underway in

NOAA to address these institutiona changes.

e
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Under this program three pieces of legislation are being COnsidered.
These are integral par#s of the program and need high level. support.
Under considgﬁétion afé bills (1) authérizing the Federal G6§efnment
to manage fish;ries in the céntiguous'zone and providiné a
.mecbanismlfor States and the Federal Government to coopgrativeiy
manége_fisheriééjuzﬁj'pidViding'for grants to the Séétééuééw“‘

" cooperate with the Fedegal Government in revamping management
procedures for individual fishéries; (3) establishing a uniform

'_ State code for.fiéheries management. | -t B
| (p) Agressiyeiy take or negotiate effectivé

measures to better protect the valuable fishery stocks off the

*

U.S. coasts, and anadromous stocks, from foreign exploitation,

c. Appraisal
- Solutions @ and b must involve the closest of
cooperation with the States since the.bulk of the management rests
~ with the States (a State has éolé jurisdiction within 3 miles and
also can reguiate‘its owp\éitizéns beyond 3 miles).' This solution
probably will require such fundamental changes as shifting from a
¢ommon-proper£y coﬁcept of management (anyoné is allowed to fish"
'a resource which belongs to.no one),to'some system of property
riéhts which can be bought and sold jugt;iike farm land. Such a‘
system is ;ore compatible with private enterprise and would encourage
technological innovation. It would further eﬁcéurégc those with-

fishing rights to share in the burden of protecting and énhancing

the resource. It would eliminate the potential problems of con-

trolling too many fishermen fishing for too few fish.

17




Solution ¢ should address three groups of

resources: (1) those coastal species located off nation$ beyond 12

miles, (2) angdromous fish stocks which are hatched.iﬁ.%ivérs and
streams but migrate far into the high seas for a portion of their

life, and (3) highly migratory high seas resources.

Present U.S. policy regarding improved international fishery manage-

ment being developed in preparation for the 1973 Law of the Sea
Conference is attached.

d. Discussion ) , I

PositiQe: As population increa;é§ and the demand
for fisﬁ products and recreational fishing increases, the more
difficult the allocation of fixed fishefy étocks becomes., The
presént s&stem of management cannot cbpe with this problem. It

- must be changed or the problem of overfishing will become more

© severe.

The present jurisdictional split is incompatible with adequate .
. \

management, Most fish stocks overlap two or more jurisdictions.

There is presently no effective mechanism for cooperatively

managing fisheries as among jurisdictional entities.

It is e;timatéd that undér an adequate system of allbcating
commercial fishery stocks through some sysféﬁ of private‘éropefty'
about half of the labor and capital resoﬁrccs preéently in fishe;ies
could be released ;o otbe;,purposes;b This would greatly improve

productivity and reduce costs of harvesting fish.

18
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- -Negative: Bringing about fundamental institutional
changes is difficult to accomplish. Social adjustment will be"

necessary. The rapidity of the change in some fisheries may be

. - 4 S
dictated by the availability.of labor and capital. Particular

management schemes can be tailored to meet these problems.

2. Polluﬁion Abatement

a, Problem:

Pollution has three broad effects detrimental to

r

Qarious segments of the fishing industry;‘(l) closure dﬁ fishing
- for Qériouélperioas of time.and_by various areas: (2).§rohi§%séqg_.
sale of produéts beéause of coﬁtamination; ahd (35 impact on
:ﬁoftality, é;qwth, and reproduction rates of living marine resources.
Thesé effgcts afe being more widely experienced.’ Knowledge concerning
the significance of these effects parficularly the third one, or of
preventing and abating pollution ié inadequate.
b. Solutions:

A .(a) Expénded-research to determine causes of
pollution, its effect on living marine resources, and efféctive
measures for preventing it.

(b) Increased aésistance to local communities
© for dealing witﬁ'theif problem of municipal and industrial wastes., .-
) (c) Expanded effort t; iqppove scientific basis

for realistic regulations pertaining to pollution abatement and

- product safety and control,




Appraisal:

A1l solutions can be effected immediately with

additional funaing. The problem is presenfiy being attacked but not
' .

-
P

rapidly enoughﬁ Will be costly to society. Many other benefits
in addition to improved quality and continuecd availability of_'

fishery pfoducts will result.

The only limitations presently imposed on contaminant levels in
fish are those'of mercury and peéticides. However, much worldwide
research indicates serious possibiiitiés Fhat other tyﬁce eleméﬁts
(lead, cadmium, etc.) may have adverse public healfh'impiicaﬁions
at levels which may occur iﬁ fish. The Government is conaucting
surveys to determine levels which will pro&ide a control basis if

need érises, and allay public concern by thorough authoritative

information on the occurrence of such trace elements in fish,

" Costs of oferatiOn haye risen éharply in recent years due to the
effects of natural an& man-made. contaminants such as mercury and
pesticides which are of puglic health concern. Additional costs
:result from the following:
Limits on resource.(f£5hing area, size of fish).-
Loss of product and consequenf increase in raw materialicosts.__
»ihcfeasad handling cost neededAfor gxamina;ion.

Cost of examination.

Impact on consumer usage.
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'd., Discussion

Positjve: It is estimated that at any one time

.as:much'as ZO/Bercent'of the eyster greunds are elosed because of
~ pollution. .ésis is geneeaily due to pollutioq.caused by'municipal

'wasfes. A $25 million trade flow of swordfish has been uiped out
because of mercury-leveis~hiéher.than FDA guidelines., Millions of

B pounds.of'other fish which tend to aecumulate pestiéides, mercury
and other heavy meﬁals must now be closely monitored. 'The testing
itself is costly. In addition it bfings auqut extra storége.costs
' while the flSh are held for testlng. These losses are in addition

'to those caused by natural mortallty of fishery resources because

L -of pollutlon whlch cannot currently be measured Accelerated

pollution abatement would reduce'these losses.

Negative: Pollution abatement will be céétly fof'

many firms and municipalities. Marg1na1 flrms (lncludlng flsnery ‘
) vessels and proccssors) may not be able to bear the costs and w111
be forced to cease operations, .Solutions proposed here will be

\
slow to produce results,

C. Steps to Reduce Costs with Existing Supplies

1. Purchase of Foreign-Built’Vessels
.a, Problem
A. U.S. fisherman may not-land his catch in a
U.S. port if his fishing vessel'was purchased in a ‘foreign countfy.
'Ihis regulation dates beektto a 1793°law passed to-protect the.

domestic shipbuilding industry.




v

F o e LT L aaar et E AL SUL B

b. Solution; Repéal the legislation.

c. Appraisal: Repeal of the legislation wbuld engble
U.S. fishermeg;to purdhase fofeign-built veséels{ The cost
differentiai/ﬁétwegn U.S. and foreign-built vésselé varies‘
depending on type of Qessel with the-foreigﬁ-built vessei beiné up
‘to 50 percent lower in cost than»a-comparablé vessel built in the;“"
’.Uﬁiﬁed Statés. Forelgn vessels would not be puvchased in all
fisheries. Tuna and shrlmp vessels constructed in the United
States are the begt in the world.a.In fact, shrimp vessels are-
exported to other countries. For some U.S.-made vessels, the
quality of construcgion makes fhem preferred even though they may
‘cost‘mo;e than foreign-builf‘vessels;

d, Discuésion'.

Positive: Considerable savihgs would accrue to
domestic vessél owners, this being reflected in their cost per
" unit of proguct. In addition, this would encourage ieplacement
of obsolete inefficient QeéseISw It also might improve tﬁeir access
NS .
to the latest sophistiéated fishing gear and equipment.
Negétive: Thié improvement in productivity and

“catching capability unless carrie& out ig conjunction with an
improved fishery management regime could compound the problem of
overfishiné iﬁ some fishéries. Lowering §e§sp1 costs wouid likely en-

courage additional entry into fisheries if there is no adequate

control of effort.
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" There would be sevgrg_épposition to this action by the U.S. shipfw__“"u'

building industpy."-This was attempted once before But could-not.
be done poliEically. in iieu of an earlier rgpeai there Qas
established in 1960 a Construc;ion.Subsidy Program to offset Fhis
. cost différential.-.This pfo&éd very costly however. The Act.
e#piredAiﬁ 1972 afte; subg%diz;ngrgnly_AS yesgelé at»g cost pﬁm

$30 million.

Although.lowering Ehe purchase pricg'for a fishing vessel would

'fimbfove fetufns to the vessel owner, it would not necessarily mean
lower Seafoodvpricés tb consumérs, because it likely &ould not

Cresult inlékpanded.supplies.‘ This action.would increase-the flow

"of dollars to foreign sources, -

2, High InsurancevCosts
a. Problem
 Ihsurance éo;ts'for fishing vessels, both hull
and P&L (prbtectién and inégmnity), are extremely high and coveraée~
is becoming increasingly difficult to obtain at any price. There
are few ddmesgic iﬂsurers. Principal reasons for this are: ¢D)
unsafe vessels and operating conditions causing high rate cf
<¥accidents; (2) 1a§k-of actuarial‘information as basis for
| establishing rates, (3) generous jury verdicts and broad court
interprefationé of thé mariﬂime'law which hold Qessel owners liable

. for all injuries to crewmen whether job-related or not.




b, Sdlutibnév
(a) Establishment.and enforcemgﬁt of safety
standards for -vessels ana safety t;aining for.vessel c;é&s
(52 million Coast Guard, DOT).
(b) A Government supported reingurance function
to cover excess iosses and a central actuarial function to evaluate

2
risks.

+(e) Study of the feasibility of exempting

- fishing vessels from the 1iability'provisions of the maritime laws'

and bringing fishermen under workmen's compensation.

c. AEEraisal-
Solution (aj WOu1d fesu}f iﬁ safety standards for
conétruction and operation of vésséls which the fishing industry

.has never had., This would resqlt-in a significant reduction in.
the rate éf accidents, fhe number of casualties, and the éléims
for damages and injuries. . The Coast Guard is now exploriﬁg the
possibility éf a program éut needs pushing.

FSolution (b) ﬁould‘spread the risk through re-insurance, provide
actﬁarial information for establishing réalistic rates and thué
imp}ove-the incentive for insurers to cover this industry.
Solution (é) would explore possibilities for .reducing the
exorbitant liability claims many of which are dissipated in the *

form of legal fees and court costs, -
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:d. mDigcussioﬁ
Positive: "Inéurance.costs averagé 5 to 7 percent
of~the'tota1 éogﬁ of operating fishing vessels, excludingv-
depreciationf//; strdng_éafety program could reduce accidénts.by
50 percent according to a Coast Guérd study} A Government-backed

self-supporting program of réinsurance could cut rates as much as

15 peréent.

A reduction of 30 to 35 percent in insurance costs would mean an

overall reduction in vessel operating costs of about 2 percent.

Follbwing aré exam§1e§ of the»magnitude'as.well as the escalating nature
[ﬁof.insgranéé.costs For three rélatiVely_ﬁodern and efficient
-fishing fleets: . o
| Insurance éost Per Percent

Fishery ' ' " Man Day at Sea . Change
1960 : 1968

. New Englaﬁd Scallops . $4.80 . 54.3

1968

Gulf of Mexico Shrimp  §: $7.00 118.1

1967
California Tuna - $10.18 A 80.5
Much of this probiém is largely beyond the ability of independent -
vessel ;wncgs'to solve. Insurance costs are susceétable to a degree

of potential control by Government not applicable to most other costs,
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Negative: The safety program would impose

imnediate additional costs on the industry thus probably increasing
total costs for a time. It would probably force a significant

number of old .obsolete vessels out of operation.

There would be serious opposition from the maritime industry and
seamen's union to attempt to exempt fishermen from the provisions

‘of the maritime laws.

3. Improved Business Pré;tices in Fishing Operations
a. .Problem
Bﬁsiness praéticés and operatidns.of many of
the 81,000 vessel and boat'operators'and small processors are poof
and inefficient. | .
| ‘b, Solutions:
(1) A much s;ronger program of business management
'extension'educétion than now exists.,
,"(2)4 Expapd data to fishing fleets on current sea
conditions and 1ikely’loca£ions of fish stocks. |

c. Appraisal:
Solution (1) ﬁould'make sﬁall operators aware of
"their costs and opportunities for rééucing them. A minimal program’
recently initiated in this area through new Sga Grant Program neéds
expanding.
Solution.(Z) now provides daily information on location of albacore
tuna'dufing season to the albacore fleet. Recently NMFS began to

telefax weather maps to vesscls of the'U.S.'yellowfin/skipjack tpna

fleet., Expanded efforts to yrovidc information on sca surface

26
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and water temperatures will help fleets locate fish in less time
than at present., Reducing their search time will increase their
productivity PEP day at sea.

rd

d. Discussion- )
| Eggigigg: Maﬁy small indebendent operators are

not even éware of .their costg. Many.opportunities exist for

iﬁprovémenté.

3 Negative: Independent oberating customs of domestic

fishermen will be‘ﬁifficult to change. 'Improved efficiencies and

- reduced costs may not be readily ﬁéssed along to consumers since

total suppiies are relatively fixed.

Many . fishing operations are seasonal and part-time. Thus many
operators’view their work almost as an avocation thus are not

particularly interested in making larger profits.

" The solutions advanced here will tend to put domestic fishing fleets

in a stronger position with increases in their catches. Without
L , i

managemert of our living marine resources; however, their more

effective effort could lead to overfishing.

4, High Tariffs on Fishing Nets and Netting

a., ZProblem

-

The ad valorem duty on complete fish nets and the

netting used in making nets runs as high'as 50 percent. This

\
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discourages the use of many foreign ﬁets'and netting, particularly
thqse madewa synthetic matcriais, and also serves to keep prices
of domestic nets at'a high 1cvei.
b. Solutions
(a)_ Abolish tafiffs.
(b) Lower tariffs.
c. Appraisal: Abolishment of the tariffs would be
the most effectivé.solution for- the U,S., fishing industry;vhowever,

a reduction would help lower costs, . ‘ e

d. Discussion

: . s
Positive: Fish nets and netting can run as high

‘as 8 percent of a fishing vessel's oéerating expenses. Elimination
of the tariffs on these items could .cut fishing costs by 3 to 4
percent, | |
Negative: Materiélly reducing or eliminating
.tariffs would bring strong oppositioh from U,S. manufacturers of
fish nets and netting. .Pﬁft of ‘the producfion of 11 manufacturers
with a total employment of about 500 people would be affected by
this action. This industry has been able to mount a forceful
lobby and block previous attempts to reduce these tariffs., Dollars

~ would flow overseas for the purchase of fish nets.
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Unadjusted production, man-year, and labor productivity indices
for all U,S. fisheries, 1950-1969, 1971

Unadjusted Unadjusted Labor
production man-year productivity
indeX'~/ index 2/ index '
2) T (D) < (@) 7 100
Base: 1967 = 100

1950 . , . 122.5 .

1951 108.9 : 117.9 : 92.4
1952 108.9 115.0 : 94.7
1953 110.2 "~ 116.0 . 95.0
1954 . 117.0 109.7 . ' - 106.7

1955 118.1 : : 109.5 -+ 107.9
1956 T 129.4 ' 109.4 - : 120.5
1957) 117.6 104.8 112.2
1958) (4,886) 116.7 - 97.8 119.3
1959) - 125.8 - 97.8 128.6

1960 C121.4 - 122.8
1961 L 127.5 ' . 129.7
1962 131.6 .8 137.4
©1963 . 119.1 - A . 122.3
1964 111.5 . . . 115.1
1965 . 117.4 - . : 120.4

1966 107.3 102.9 - 104.3
1967 (4,055) 100.0 100.0 100.0

. 1968 (4,160) 102.6 - 97.5 105.2
- 1969 (4,337) 107.0 100.5 - 106.5

1970 (4,907) 121,0 -  NA " NA
1971 (4,969) 122.5 . 1117 . 109.7 3/

-1/ Total number of pounds of fish landed unadjusted for species mix
‘ composition (i.e., the commonly reported national figure on fish catch).
2/ Total number of fishermen employed in the harvesting sector,
é/ Total of full time and part time, A better index of productivity
would be one based on production of full time fishermen which accounts
for the maJorlty of the catch.

Source: - Fisheries of the United States.
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