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PREFACE

Price data of this study cover the period 1950-71 for finfish and 1959-71 for

shellfish. The report does not include the prices later than 1971 because prices

at the processor's level of different t'lsh products have not been published since

then. As a result of an unparalleled pattern of price variations that developed

in 1972 and the early part of 1973, price relationships among various marketing

levels (other than the processor's) tend to be different from those projected in

the present study. The deviation is striking in the pnce relationships among dif-

ferent levels during Phase II of price controls when the prices at the exvessel

level were not frozen but those at other levels were.

The trends established in this study are influenced by more recent de-

velopments. The relaxation of price control in early 1973. the price ceiling im-

posed on meat products shortly afterward, and other proposals in the wind

would serve to create further disparities between the meat fanner's share of the

consumer's dollar and the fisherman's share.

Also, fish products consumed in the United States have a higher percentage

of imports than most other major food products. The devaluation of the U.S.

dollar twice during the recent period not covered by this study has, therefore, a

buUfish effect on the prices offish products especially at the wholesale and retail

levels.

Bearing the above qualifications in mind, readers will be able to reconcile

the results of this study with the newly developed situation.

Washington, D.C.

March 1973
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Price Spreads and Cost Analyses for Finfish and
Shellfish Products at Different Marketing Levels

ERWIN S. PENN'

ABSTRACT

The rapid increase offish prices has recently caused public concern. To find the cause of the difference

between the price the fisherman receives for his product and the ultimate price paid bj the consumer, the

report analyzes the distribution of the consumer's dollar paid to the retailer as well as to the wholesaler,

processor, and fisherman.

Selected for this study are seven finfish, two canned fish, and four shellfish products. The difference or

margin between selling and purchasing prices of each level and the share of the consumer's dollar by each

level and each cost component are calculated for each fish product. The report also analyzes the costs and

profits incurred by each marketing function and describes the major infiuence on margin differences.

The objective of the study is to give individual firms in the fishery a systematic guide to examine their

margins, costs, and profits for each fish product: compare them w ith the data presented in this study, as

national averages for the same product: and determine whether there is room for improvement for their

performance and services.

INTRODUCTION

Although fish is not a dominant item in the food

budgeting of the average American, yet the fact that

it is diverse in nutritive contents mai<es it important

in the menu planning for a balanced diet.

Consumers watch the prices offish with the same

concern as prices of other food items. During the

period 1969-71. fish prices have increased more

rapidly than most other food products ( Fig. 1 ). Gov-
ernment action to restrain prices and wages in every

sector of the economy started with moral suasion in

1969 and culminated in a mandatory freeze in August

1971. General price increases were arrested or

minimized to some extent for the rest of 1971.

Nonetheless, both consumers and consumer protec-

tion advocates remain concerned over the continued

high prices for fish products. A close examination of

fish pricing by each marketing level seems neces-

sarv.

' Economic Research Division. National Marine Fisheries

Service. NOAA, Washington, DC. 20235.

NOTE: In this study the woni flshernuiii is defined as a person

u ho is engaged or employed in fishing as an occupation.

Fi\licniuui's shciri' refers to the return to the one who either owns,
manages, or operates the vessel and gear used to catch tlsh.

Selected for this study are four groundfish fillets

(haddock, flounder, cod, and ocean perch), salmon

and halibut in steak and dressed forms, canned tuna

and salmon, and four shellfish products (shrimp,

blue crabs, American lobsters, and sea scallops).

Their production accounts for 36% of total fish har-

vested in the United States in 1 97 1 on a round-weight

basis.

Meaning of Price Spread

The differences between the prices charged by the

producer and those paid by the consumer can be

explained by price spreads. For a fish product, the

price spread is the margin between the price paid for

the final product by the consumer and the dockside

value of an equivalent weight of the product. This

difference is also called the marketing charge, most

of which includes the payments received by all

agents performing services in moving fish products

from fishermen to consumers. These services in-

clude handling (landing), processing, storage, trans-

portation, wholesaling, and retailing.

Computation of the ex-vessel/retail spread pro-

vides the measurement for the fisherman's share of

the dollar the consumers spend for the product. The
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Figure 1.—Comparison of consumer prices (1967 = 100) among different food and fish products,

1950-71

share is commonly expressed as a percentage of the

product retail price. The wider the price spread, the

lower the fisherman's share.

From dockside to retail the spread is composed of

margins at various levels. The difference between

the retail price and the cost of the product to the

retailer (or price paid to the wholesaler) is called the

retail margin. The difference between the price

charged by the wholesaler and the cost of purchase

from the processor is called the wholesale margin. In

the same manner the processor's margin can be es-

timated from what was paid at dockside and the price

received from the wholesaler. Prices at the four

levels were collected from each of the selected fish

products over the period 1950-71.-

Purpose of the Study

Each marketing level contributes some value

either by changing the form, place, or time utility of

the product. Through the various mechanisms of

exchange, each level gets its return for the value

added to the final product. Studying the contribution

of value and analyzing the operating costs at each

marketing level are the first steps in monitoring the

- Retail prices of some fish products are not available for the

19.s0s.

effectiveness ofevery sector of the fishery relative to

other industries. The ultimate objective of such a

study is to determine the causes of rapid price rises

so that actions may be taken to slow down this rising

trend. To serve as an intermediate objective, this

study is designed at this stage to:

1. present estimates of the costs and profits com-

prising the margins for a number of selected fishery

products;

2. encourage individual firms at each level to re-

view their own operations by comparing the mag-

nitude of their margins with that of national aver-

ages; and

3. indicate areas where problems exist which re-

quire further studies.

Detailed studies on marketing efficiency may lead

to ramifications of derived problems such that sup-

plemental inqueries would be deemed necessary.

Studies like labor-output and capital-output analyses

of fishing vessels and processing plants, efficient

size of plant, streamlining of distribution

mechanisms, efficiency of transportation and stor-

age facilities, and others could be pursued to reduce

costs in marketing fish products.

Source of Data

To calculate each of the margins of a price spread.



prices offish products at different marketing levels

are collected. Over 60% offish products consumed

in this country are imported. Almost all imported

fish products are frozen and priced lower than

domestic fresh products. To avoid the distortion of

measurement of the fisherman's share of the

consumer's dollar only fresh fish prices and canned

fish prices are used in this study except where a large

portion of the domestic catch is frozen.-'

Ex-vessel prices^ are published by the Regional

Market News Offices of the National Marine

Fisheries Service.

Processor's prices are calculated from the quan-

tity and value statistics published in the annual re-

ports of Canned Fishery Products, Packaged

Fishery Products, and Processed Fishery Products

issued by the National Marine Fisheries Service.

Wholesale prices for salmon and halibut steaks are

based on New York market prices; for canned tuna,

they are averages of different brands reported by San

Diego brokers and cannery representatives: for can-

ned salmon, they are confined to pink salmon prices

at Seattle; for shellfish, they are collected from the

cities near where they are landed (e.g., Brownsville.

Tex.; Hampton and Norfolk, Va.; Portland, Me.;

and Boston, Mass.); and for groundfish, they are

adjusted from Boston quotations ofprices to primary

wholesalers.

New York City is the only place where retail

prices for a number of fresh fish products have been

published. Price series are available from 1949 to the

present, except that one or two series were discon-

tinued and a new series started in later years. The
series are still relatively complete so far as the avail-

ability of fresh fish prices is concerned. Shellfish

retail prices, with the exception of shrimp, are col-

lected from marketing service offices of different

state governments in or near the cities where
wholesale prices are gathered.

Although the author recognizes that some of these

price series are imperfect and that biases may distort

the findings, these are the best data available. Be-

cause of this, adjustments were made as described

' About 849^ of ocean perch landings, 199?- of haddock. 67'^ of
shrimp, 2195- of sea scallop, and only 2-49f of cod and flounder
were frozen in 1971. Some of their frozen prices are also taken for

comparison in this study. Canned tuna prices are mixed for

domestic and imported products. Canned salmon prices are for

domestic products.

^ Ex-vessel prices are the prices agreed upon between the seller.

the fisherman, and the buyer, the wholesaler or processor, at the

dockside for the exchange of certain amount of fresh fish landed
by the fisherman on a per pound basis.

below. Other people using these price series will

need to evaluate the sources to find out what is

included and how they were reported.

Adjustment of Price Data

To measure the fisherman's share in the retail

price, the ex-vessel price must be expressed on a

comparable weight basis with the retail price. In our

study, the ex-vessel price is converted to the value of

a quantity equivalent to the final form sold to the

consumer. For example, if fish are landed in round

form and sold to consumers in fillet form, ex-vessel

prices of that species are converted from a round-

weight to a fillet-weight basis, by a conversion factor

calculated for that species.

Prices at all levels are further adjusted to account

for general price inflation. This is done by expressing

all prices on the basis of the 1967 price level. Thus,

prices of different fishery products at the four levels

are divided by the implicit price deflator (for nondur-

able goods) with 1967 as the base year. The deflated

prices are used in tracing the trend movements at the

four levels in the price spread charts presented in

Figures 2 to 14. For the tables, in the calculation of

fisherman's share and markups at different levels,

actual prices are used (Appendix Tables 3 to 15).

Shrinkage and spoilage of fish products vary at

different levels. Prices could be adjusted according

to the ratio of shrinkage and spoilage losses esti-

mated by studies made by the former Marketing

Division of our Service in 1966. They will not be

adjusted for such losses in the present study until

more accurate figures for shrinkage and spoilage are

established.

Processor's costs could be adjusted downward if

the value of their byproducts were known. Further

studies should be made in this respect.

Behavior of the Retail Food Market

To assess the markups of prices at different levels,

a distinction in characteristic should be drawn be-

tween a retail food market on the one hand and har-

vesting, processing, and wholesaling of food prod-

ucts as a group on the other. A retail food store is a

multiproduct firm handling thousands of food and
nonfood items at the same time, whereas the latter

handle a small number of products in different sea-

sons of the year. The demand for any product taken

by itself in the multiproduct retail firms is very in-

elastic and prices tend to vary widely among differ-

ent stores, whereas the opposite is true among the
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Figure 2.—Price spreads for fresh haddock fillets. 1950-71.
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Figure ?i.—Price spreads for fresh flounder fillets. 1950-71.

Figure 5.— Price spreads for frozen ocean perch fillets,

1950-71.
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Figure 4.—Price spreads for fresh cod fillets, 1950-71,
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Figure h.—Price spreads for halibut steaks, fresh and frozen.

1950-71.

Figure 7.— Price spreads for fresh

king salmon steaks, 1967-71.
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Figure 8.—Price spreads for canned pink salmon,

1950-65.

Figure 9.— Price spreads for fresh dressed king salmon.

1950-71.
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Figure 10.—Price spreads for canned tuna (chunk). 1950-71.

Figure 1 1
.—Price spreads for frozen raw

peeled shrimp. 1959-71.

Figure 12.— Price spreads for live

.American lobster. 1959-71
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Figure 13.—Price spreads for fresh

sea scallops, 1959-71.

sectors that handle fewer products at one time (Hol-

dren, 1960).

Thus, while price is an important factor for the

sale of an individual commodity up to the wholesale

level, sales at the retail level are more likely to be

determined by nonprice factors such as location,

service offered, the personality of the manager, and

the layout, decorations, and atmosphere of each
store.

The nonprice factors create product differentia-

tion which is further enhanced by 1) the growth of

supermarkets in size and in product lines each car-

ries (Appendix Tables 1 and 2); 2) joint demand for

food products in shifting the attention of shoppers
from individual commodities to the aggregate of

goods and services offered by a store; 3) imperfect

knowledge of the shoppers, most of whom seek to

minimize time and energy inputs spent on grocery
shopping by making a one-stop purchase instead of

pricing around; and 4) suburbanization of population

leads to immobility of consumers (Naden, 1953).

For the retailers, less emphasis is placed on prices

or margins of individual commodities. The imputa-

tion of retailing costs is imperfect, and the bases of
their allocation are different from store to store. It is

more economical to allocate costs to a product-mix

rather than to each individual product. For these

reasons some products are priced lower in one store

than in another. The losses on one item could be

recouped by profits made on other items. The retail

Figure 14.—Price spreads for fresh

bluecrab meat; 1959-71.

pricing policy is such that the size of the margin of

individual items is less significant; its strategy is

focused on the maximization of the overall profit of

the entire store.

The diversity in prices among stores and the rigid-

ity of price movement within a store are characteris-

tic of the behavior of the retail food market. This is

substantiated by the following studies. A nationwide

survey of fish retail distributors was made in 1968.

The wide dispersion of prices of various fish prod-

ucts are shown in Appendix Table 39. In another

study, weekly retail prices offish in New York City

indicate wide deviations from their means as shown
in Appendix Tables 40 and 41. On the other hand,

the weekly average retail prices of similar fish prod-

ucts from one store in a Chicago study remained

stable regardless of changes in costs and sales vol-

ume. This is presented in charts shown in Appendix
Figures 1 to 12.

While the price of individual products of each

store differs widely from that of another, the average

annual price of the same product in a market area



remains more or less in line from year to year as

exemplified by the retail price series offish products

in New York and Chicago. Individual prices are

marked by irregularity in their occurrence ; but regu-

larity of arrangement appears when many individual

prices are brought together. Randomness brings

about orderliness in mass behavior. Given the large

number of products to be priced and the large

number of factors to be considered by different

stores, there is bound to be a considerable amount of

unexplained variations. But equal forces indepen-

dent of each other working in different directions

tend to generate values toward the mean (Mills,

1955).

THE FISHERMAN'S SHARE

Variation Among Finfish Product Groups

The fisherman's share^ in the retail market var'es

considerably depending on the products. It averaged

about 41.2% for fresh groundfish fillets, 23.4% for

frozen ocean perch fillets, 34.0% for fresh salmon

steaks, 42.3% for halibut steaks, 25.7% for canned
salmon, and 40.1% for canned tuna in 1971 (Table 1).

Fisherman's share
Pex

'

Pr
X 100. where Pex = ex-vessel price

adjusted to a quantity equivalent to the final form sold to the

consumer: Pr = actual retail price.

Table 1.- -Fisherman"s share of consumer's dollar for finfish products compared with farmer's share of the same for beef,

pork, and market basket foods, 1950-1971.



The weighted average share in these major groups

is estimated at about 36.6% in 1971. This means that,

on the average, for each dollar spent for fresh and

canned finfish products by consumers in retail food

stores, fishermen received about 37 cents and mar-

keting firms 63 cents.

Fresh fillets are usually priced higher than frozen

fillets, not only because fresh supply is seasonal and

limited but also because their costs in packing and

transporting (usually shipped with layered ice) are

higher and losses in spoilage and shrinkage are

greater. In addition, prices of domestic frozen fil-

lets are depressed by lower cost imports.

The fisherman's share in canned tuna retail prices

was greater than in canned salmon in all the years

since 1950. One reason for this was that the annual

supply of canned tuna at the wholesale level was

much higher than canned salmon (2.7 times greater

in 1971 ). The higher turnover rate tends to reduce the

overhead costs and thus the price spread of canned

tuna. Second, the salmon production season histori-

cally has been shorter than tuna, and the domestic

market for salmon is not supplemented by imports as

it is in the case of canned tuna." This results in

" In 1971. about 341 million pounds in edible weight (or66%) of

total tuna supply in the United States were imported, whereas

there was a net export of 16.7 million pounds of canned salmon

and a net export of25.2 million pounds of fresh and frozen salmon.

higher storage costs for salmon and a greater risk of

price declines over the marketing period. All of these

factors limit the supply of salmon and, therefore,

help to raise the price spread of canned salmon.

Variation Among Shellfish Products

The fisherman's share in the retail market in 1971

was higher, in most instances, for shellfish than for

finfish. It was 77.9% for sea scallop meats, 54.6%

(1967) for live American lobsters, 49.9% for frozen

peeled shrimp, and 24.9% for blue crab meat (Table

2). The weighted average share in these products

was almost 47.4% in 1971. For each dollar spent for

shellfish products by consumers, fishermen received

about 47 cents and distribution channels 53 cents.

Sea scallops are shucked prior to landing, while

American lobsters are sold live. In each case, there

is little or no processing beyond the harvesting level;

consequently, the fisherman's share is higher for

these products. In addition, reduced consumption of

the two products in recent years was associated with

a slower rate of increase in retail prices than in ex-

vessel prices. This further boosted the fisherman's

share in the consumer's dollar for these two shellfish

products.

Blue crab meats are picked by hand. The high cost

of wages in the processing stage makes the prices at

Table:. -Fisherman's share ofconsumer's dollar for shellfish products compared with farmer' s share ofthe same for beef,

pork, and market basket of foods. 1959-71.'



the wholesale and retail levels higher than the other

four shellfish products and, therefore, diminishes

the crab fisherman's share to the lowest rank.

The fisherman's share for shrimp (peeled) is next

highest after live American lobsters. Ex-vessel

prices of both products have increased faster than

their retail prices, which tends to increase the

fisherman's share over time.

Variation Over Time

The fisherman's share in the finfish market varied

considerably during the last 22 yr since 1950. When
we examine the historical series of the fisherman's

share in groundfish products," greater shares of

around 40% (Table 1) are found during the early

1950's. This could be attributed to the lower market-

ing costs owing to less services involved, cheaper

materials used in packaging, and lower freight rates.

At the harvesting level, on the other hand, less effi-

cient methods in fishing were practiced in earlier

years before the rapid transition to trawling and the

extensive use of electronic equipment, such as fish-

finders, depth indicators, and automatic steering.

The unit cost at the ex-vessel level was, therefore,

raised while prices at the retail level stayed stable in

competing with imports.

During the period 1954-65, the fisherman's share

in groundfish products was depressed somewhat in

certain years. The downturns during this period al-

most coincide with the recession years 1954-55,

1960-61, and 1964, when ex-vessel prices dropped

more noticeably than retail prices.

The rise of the fisherman's share in groundfish

products to above 39% after 1966 could be explained

by the following: 1) the rapid growth in the size and

sales of supermarkets since 1963 (Appendix Tables 1

and 2) has lowered marketing costs; 2) centralization

of purchases by chain stores has tended to reduce

invoice costs; and 3) increasing imports of fish

products has exerted more pressure on retail prices

than ex-vessel prices in the domestic market.

Ex-vessel prices are more influenced by the sup-

ply from the stock in the sea than by the demand in

the retail market. For the 5 yr, 1967-71, the landing

quota for haddock in Georges Bank has been re-

duced from year to year because of the increasing

deterioration of haddock stocks. Ex-vessel prices

increased from 12.9 cents a pound (drawn weight) in

The series under other products are not complete enough to

cover the compar;thle period.

1967 to 32.4 cents a pound in 1971, an increase of

26% a year. Retail prices on the other hand, in-

creased from 80.2 cents to 136.7 cents a pound (fillet

weight) during the same period, an increase of only

14% a year. As retail prices of haddock increased to

a certain height, consumers began to switch to

flounder and cod. This switch, therefore, put a ceil-

ing to haddock retail prices as ex-vessel prices con-

tinued to rise. The result was that the fisherman's

share in the haddock market during the 5-yr period

increased drastically; his share in the flounder mar-

ket declined distinctly; and his share in the cod

market, only slightly.

The fisherman's share in the retail market for can-

ned tuna has been increasing at the rate of 0.31% a

year while that in canned pink salmon declined

0.22% a year since 1950. Reasons discussed in the

next-to-last section apply here as well.

During the 13 yr, 1959-71, the fisherman's share

for shellfish increased in three products—sea scal-

lops (2.2% a year), live American lobsters (14% a

year), and frozen raw peeled shrimp (0.5% a

year)—and declined in blue crab meats (-0.7% a

year).

The fisherman's share in the shrimp market

showed a distinct upward trend following the pattern

of consumption. Shrimp consumption increased at

the rate of5.6% a year during the 4 yr, 1968-71, while

retail prices after adjustment to constant value

stayed stable. As ex-vessel prices, after value ad-

justment, continued to increase during this period,

the fisherman is bound to get a bigger share in the

retail market.

Ex-vessel prices of sea scallops and live American

lobsters increased faster than retail prices over the

years since 1959. The increase has raised the

fisherman's share in these two products in recent

years.

The decline in the fisherman's share in blue crabs

is attributed to a different reason. Blue crab meat

processing is labor intensive, and its costs increase

more rapidly than the expenses in harvesting. See

Table 3 for the change of fisherman's share in all fish

products.

Comparison With the Farmer's Share

The weighted average of the fisherman's share

was 47.4% of shellfish retail prices in 1971, com-
pared favorably with 38% of the farmer's share in the

market basket of 63 food items compiled by the U.S.

Department of Agriculture in the same period



Table 3.—Linear trends of fisherman's share in the retail markets of different finfish products during 1950-7! and shellfish

products during 1959-71'



ally without exhibiting any discernible trend. Better

harvesting years command lower ex-vessel prices.

Price margins for most fish products were rela-

tively large at the ex-vessel level because of high

wage costs. Over two-fifths of gross earnings were

spent on labor and about one-fifth on capital ex-

penses.

Processor's Margin and Markup

Price margins at the processor's level for most fish

products were as large as those at the ex-vessel level

because processing is rather labor intensive.

Processor's prices after adjustment to constant dol-

lar value increased slightly for most of finfish pro-

ducts during the last two decades and for shellfish

during the last decade. Exceptions to this observa-

tion were canned tuna, fresh flounder fillets, and

frozen ocean perch fillets.

The decline of processor's prices usually followed

the drop of ex-vessel prices. If the ex-vessel price of

one product dropped more than the processor's

price, the processor's margin increased despite the

fact that the price he asked declined. To compare the

margins at different levels of one product and those

among different products over a period of time it is

more convenient and better understood to express

the differences in relative instead of absolute values.

When the processor's margin is divided by the

processor's price, the result is the value of markup
interpreted as the gross earning in percent of the

processor's sales, or simply the gross earning rate.

During 1969-71. gross earning rates at the

processor's level were highest for ocean perch fillets

(47.9%) among groundfish products, highest for

fresh king salmon steaks (37.2%) among dressed

and steak forms of fish products, and higher for

canned pink salmon (54.2%) than canned tuna

(Tables 4 and 5). For all packaged seafood process-

ing, the gross earning rate was 52.7% according to

the Census of Manufactures. (See Appendix Tables

19 and 20.)

Over the past 20 yr. gross earning rates for fresh

flounder fillets, fresh cod fillets, halibut steaks, and
fresh blue crab meat increased slightly at the

processor's level, while fresh haddock fillets and
canned tuna declined as frozen ocean perch fillets,

raw peeled shrimp, and canned pink salmon re-

mained almost unchanged.

The processor's markup, as will be seen later, is in

most cases higher than the wholesale level. About 55

to 60% of the processor's margin is composed of

labor and material costs which increased faster than

Table 4.—Annual average markups (gross earning rates)

of finfish by product group at three functional levels.

1969-71.

Products



prices are relatively stable, it follows that some-

where in the channels of distribution, market mar-

gins must be reduced (raised) when ex-vessel prices

rise (decline).

Prices at the wholesale level fluctuated more dis-

tinctly and moved upward for most fish products

except that wholesale prices of canned tuna and

ocean perch fillets declined slightly and those of

fresh flounder fillets and canned pink salmon re-

mained more or less constant. An increase in

wholesale price does not necessarily imply that the

wholesale margin over the processor's price has in-

creased. During 1969-71, wholesale markups (gross

earning rates) for packaged and canned fish products

are estimated around 15 to 23%, with the exception

of American lobsters (36%) and fresh king salmon

steaks (32%)" (Tables 4 and 5).

Although wholesale prices increased, wholesale

margins remained relatively stable. A similar in-

crease in wholesaler's cost of sales, i.e., processor's

prices, equalized the margins at the wholesale level

over the period.

Retail Margin and Markup

Price margins at the retail level for some fish prod-

ucts are as large as at the ex-vessel level. For the

last two decades retail prices of most fish products

under our study, after adjustment to constant value,

fluctuated slightly with a mild upward trend. Prices

of halibut steaks and canned tuna, however, were
heading downward. Those that showed an abrupt

change in price movements, particularly during the

years 1969-71, were fresh flounder fillets and fresh

haddock fillets showing a sudden retail price upturn

and fresh sea scallops and blue crab meat experienc-

ing a sudden drop in retail prices (Figures 2, 3, 12,

and 13).

While most retail prices, after they are deflated,

were moving upward, the gross earning rates offish

retailers increased slightly only in four products

—fresh flounder fillets, frozen ocean perch fillets,

canned pink salmon, and fresh blue crab meat. Mark-

ups for halibut steaks and fresh sea scallops de-

clined drastically while those for the remainder

dropped slightly during the period covered in our

study (Table 6).

Table 5.—Annual average markups (gross earning rates)

of shellfish by product at three functional levels, 1969-71.

Products



Table 6.—Linear trends of markups at the processing, wholesale and retail levels for finfish products during 1950-71 and

shellfish products during 1959-71.



are disposed of at tens of thousand pounds in eacli

dealing at other levels.

2. Higher operating and overhead costs per unit

sold are reflected at the retail level. About 67% of

retail costs is operating expenses which include

mostly salaries of salesmen attending the fish

counter.

3. Spoilage and shrinkage increase progressively

as fish products are distributed through marketing

channels from the dockside to the consumer. The

greatest loss is assumed by the retailer. Most of our

retail prices are collected from New York City

where the weight loss caused by spoilage and shrink-

age was 5.3% in winter and 6.0% in summer—about

1.9 and 2.2 times higher respectively than at the

wholesale level (Bureau of Commercial Fisheries,

Marketing Division, 1966).

4. Retailers pay about 1.5 cents per pound in

winter and 2 cents per pound in summer for quality

control offish products on items such as ice, refrig-

eration, chemical additives, glazing, brine, and other

treatments—about 15% higher than the amount paid

by producers and distributors for the same purpose

(Bureau of Commercial Fisheries, Marketing Divi-

sion, 1966).

Despite the high costs involved in retailing fish

products, retail markups for most fish products

trended downward during the last decade for shell-

fish (except blue crab meat) and during the last two

decades for groundfish (except flounder and ocean

perch fillets) and canned fish products (except

salmon) (Table 6).

Fish products with a relatively high unit price

usually have low retail markups. Overhead costs are

often allocated to products not according to their

value but to the volume of floor space occupied.

High-priced peeled shrimp, live lobsters, sea scal-

lops, and halibut and king salmon steaks illustrate

this observation. Those products that have easily

discernible quality and are purchased relatively fre-

quently by consumers are also given low retail

markups because of the large tumoverof their sales.

That is one of the reasons why canned tuna retail

markups dropped rapidly for the last 4 yr.

Comparison of Price Changes at Retail

Level with those at Other Levels

As was indicated in the discussion of retail food

market behavior, retail prices moved upward with-

out much fluctuation as did price at other levels. The
trend of retail price movements reacts with price

trends at other marketing levels differently from one

product to another (Table 7). A comparison of the

price movements of the four levels over the last two

decades can be summarized as follows:

1

.

Products whose retail prices increased at a

slower rate than prices at the other three marketing

levels are:

a. halibut steaks and fresh sea scallops (distinc-

tively slower);

b. fresh haddock fillets, raw peeled shrimp, and

live American lobsters (moderately

slower); and

c. canned chunk tuna (slightly slower).

2. Products whose retail prices increased at a fast-

er rate than prices at the other three marketing levels

are:

a. fresh flounder fillets (moderately faster), and

b. frozen ocean perch fillets, canned pink

salmon, and fresh blue crab meat (slightly

faster).

3. Only one product, fresh cod fillets, had its retail

prices increased at approximately the same rate as

prices at other levels.

COSTS AND PROFITS—THE COMPO-
NENTS OF PRICE SPREADS

To develop a better understanding of price

spreads and their variation between products and

that between marketing levels of each product, it is

necessary to examine the services performed in get-

ting the fish products from dockside to the retail

market and the costs and profits involved in perform-

ing these services.

Source of Data

Estimates of costs and profits are compiled from

the industry and trade series reports published by the

Bureau of the Census (1967b; see Appendix Tables

19 and 20), and the business income tax returns and

corporate tax returns published by the U.S. Internal

Revenue Service (1968a. b) (Appendix Tables 16-

18, 21, and 22). They represent U.S. national aver-

ages for all firms engaged in the manufacture and

trade of fishery products at the 4-digit level'- of the

'- In the Standard Industrial Classification system, the first 2

digits represent amajor group: the first 3 digits, iit>ri)up: and the

first 4 digits, a suhi;nntp. For example: in the manufacturing

industries, 2-digit major group 20 is Food and Kindred Products;

3-digit group 203 is Canned and Preserved Food; and 4-digit

sub-group 2031 is Canned and Cured Seafoods.

14



Standard Industrial Classification system. These es-

timates are not broken down by regions of the coun-

try or by time other than the census year.

Usually more than one fish product is processed in

or distributed through the same establishment at dif-

ferent seasons, with the result that costs of the total

operation for the year could be allocated to particu-

lar products on a more or less discretionary basis.

The 4-digit census report put "canned and cured

seafoods"" as an industry group. Its costs and profits,

reduced to ratios, are applied to canned salmon and
canned tuna at the processor's level in this study.

Cost and profit ratios derived from the "fresh and
frozen packaged fish products'" are applied to the

processing of fillets and steaks ofgroundfish, salmon,

and halibut and the processing of shellfish products

Table 7.—Linear trends of price changes at the ex-vessel, processing, and wholesale levels in relation to retail prices of

corresponding years for different finfish products during 1950-71 and shellfish products during 1959-71.



(adjustments are made based on special studies for

individual fisheries) (see Appendix Table 23).

At the wholesale level, cost and profit ratios are

derived from the "food and kindred products"

statistics based on the Census of Business 1967:

wholesale trade, commodity line sales (U.S. Bureau

of the Census, 1967a, b). At the retail level for fresh

and frozen processed fish products, costs and profits

of the "meat and fish retail market" from business

income tax returns and corporate tax returns which

were both published by the Internal Revenue Ser-

vice (1968 a, b) are used (Appendix Table 24).

Canned fish products are sold in the grocery de-

partments of supermarkets; costs and profits

statistics of the supermarket published by the

Supermarket Institute, Inc. are applied to canned

tuna and salmon retailing margins in this study

(Supermarket Institute, 1963, 1964).

Data for costs and profits of fishing vessels are

gathered by the Economic Research Division ac-

cording to types of boats from different fishing areas.

Each type of vessel is understood to be specialized in

the fishing of a particular species of fish although

some of them are capable of alternating from one

species to another.

Classification of Costs

None of the cost statistics assembled from differ-

ent sources provides information in the detail needed

for cost allocation. Furthermore, each source has its

own breakdowns of cost items. Under the circum-

stances, the estimated costs are grouped in a way to

satisfy the different conditions that the primary data

present. They are classified into four groups

—materials and fuels, labor, capital costs, and

operating expenses. Together with net profit, they

form the five components of each margin (or gross

profit) at each functional level. The estimates are not

made with perfect precision; they must be dealt with

as approximations.

Under materials and fuels are included paper

products (for packing and wrapping), metal contain-

ers, ice. gas, electric energy purchased, and office

supplies. Bait and food on fishing vessles are includ-

ed in the category. Capital costs are comprised of de-

preciation, rent, and interest. Operating expenses

include salaries, employee benefits, insurance, ad-

vertising, commission, bad debts, taxes, contract

work, office maintenance and repairs, telephone

charges, mailing, and miscellaneous expenses.

Labor costs at the production level are wages paid

to the directly productive workers in the processing

plants and wages paid to the crews while working on

fishing vessels. Vessel owner's share and
crewman's share except for wages are considered as

salary and bonus, respectively. As salary it is an

operating expense; as bonus it is considered as

profit. Labor cost at the retail and wholesale lev-

els are wages paid to workers in wrapping and label-

ing products and in unloading and moving cargoes.

Labor costs at the production and distributing

levels increased faster than costs of material and

fuel, capital expenditure, and operating expenses

during the last two decades as shown in Figure 1 5 for

a few major items.

Allocation of Costs

Margin components are reduced to ratios expres-

sed as percentages of the margin or gross profit at

each of the four functional levels—harvesting (fish-

ing), processing, wholesaling, and retailing. They
are summarized in Tables 8 and 9 with the latest data

available, gathered from the sources mentioned in

earlier sections and shown separately in historical

series in Appendix Tables 16 to 24. The ratios pre-

sented in Tables 8 and 9 are used as bases to allocate

the costs ofeach fish product according to the actual

margins calculated from price studies at each level as

exemplified in the margin component Appendix Ta-

bles 25 to 38. A summary of margin estimates for all

products is shown in Table 10 for comparison. The
margin at the lowest level, harvesting, is the ex-

vessel price itself.

DIVISION OF CONSUMER'S DOLLAR
SPENT ON FISH PRODUCTS

Prices offish products are expressed in cents per

pound. They can be converted to pounds per dollar

at the retail level, i.e.. the value of a consumer food

dollar. A consumer's dollar spent for each fish prod-

uct can be sliced many ways. It can be divided

according to marketing functions to show how much
is earned by the retailer, the wholesaler, the proces-

sor, and the fisherman out of each dollar spent by the

consumer. The share of a consumer's dollar can also

be distributed according to costs spent by the four

functions to show how much goes to labor, materi-

als, capital expenses, operating expenses, and net

profit in the production and marketing of each fish

product. A different comparison is offered here to

evaluate the services rendered and profits earned by

16



I Food wholesale hourly wage

Meat 8e vegetable retail
hourly wage

Canned & packed seafood
processing hourly wage

Gas fuel

Electric machinery and

Rent
equipment

r^ Motor vehicle & equipment
/• Paper product

.;/

/
_- Tires & tubes

Petroleum products
Electric power

Figure 15.—Prices inputs used by fish process-

ing and marketing firms (1950 = 100).

all the functions involved in bringing each fish

product to the consumer market expressed in frac-

tions of a consumer's dollar (Table 11).

Out of each dollar spent by the consumer during

1969-71 on fresh haddock fillets, a relatively high-

valued fish, the retailer grossed 17.8 cents: the

wholesaler, 7.23 cents; the processor, 18.55 cents:

and the fisherman, 56.4 cents. By contrast, in the

sale of frozen ocean perch fillets, which are low-

valued, the retailer retains 37.1 cents for each con-

sumer food dollar: the wholesaler, 15.5 cents: the

processor, 22.5 cents: and the fisherman, 24.9

cents. In general, market margins (except at the

harvesting level) tend to be proportionally higher

for lower priced fish products as labor and over-

head expenses are fixed for all products regardless

of their differences in value. Bv the same token.

the consumer pays more out of a dollar for halibut

steaks at all levels except the wholesale level than

fresh king salmon steaks. Part of fresh salmon

steaks is shipped out by airfreight from Seattle by

the wholesaler. This tends to inflate the wholesale

margin of the products.

When the dollar spent on fresh haddock fillets is

split according to costs paid at all levels, shown in

the lower part of Table 1 1, labor earned 32.3 cents,

operating expenses disposed of 27.1 cents, materi-

als and fuels cost 19.8 cents, capital costs used up

14.8 cents, and profits netted 6.0 cents. Net profit

differs by the four marketing functions. It is esti-

mated that the fisherman netted the most. 2.4

cents, while the retailer, the least, 0.3 cents.

The distribution of consumer's dollar spent on

other fish and shellfish products included in the

17



Table 8.—Cost rates, as percentage of price margin, at different market levels.

Retail;

Supermarket'

Wholesale:

Food and kindred

products-

Northern lobster

Give)"

Processing:

Fresh and frozen

packaged fish^

Canned and cured

seafoods^

Food and kindred

products'

Peeled shrimp-'

Blue crab meat^

Wholesale and

processing combined:

Scallop and oyster' lOO.O



Table 9.—Cost rates, as percentage of gross receipts, for different fishing vessels at the harvesting level. (Average of

3 yr— 1966-68. unless otherwise marked).



Precise measurement of the last factor is not pos-

sible on an aggregate basis as there exists a paucity of

sources for detailed data and information. In addi-

tion, tremendous imponderables and uncertainties

are entailed in the assessment. The quality and cost

of similar products may differ between firms because

of the following reasons: 1) the intensity of labor

employed, 2) the degree of freshness in different

shipments, 3) the degree of streamlining of the dis-

tribution system in different regions, 4) the changing

of demand for a product at different levels at a par-

ticular period, 5) the manner in which the product is

packed, 6) demands by labor differ according to the

strength of labor unions in different places where the

processors are, 7) trucking freights differ by the

state, 8) freight rates differ according to distance and

quantity shipped, 9) the amount of products mas-

queraded as fresh products but defrozen from

imported products, and many others. These mi-

crofactors are details necessary for the study of

marketing efficiency of individual firms, case by

case. Their information is not collected since it will

not be fit for the macroanalysis of the industry on

an aggregate basis as the case is in this study.

Individual fish dealers at either the producing or

distributing level, however, will have a chance to

identify whether there is room for improvement in

their performances by examining and comparing the

magnitudes of their margins, component costs, and

profits with those of similar products presented in

this report as national averages.

RECOMMENDATIONS

I. Continuous Price Spread SfudiesSmce the

creation of the Joint Commission of Agricultural

Inquiry by Congress in the early 1930"s to investi-

gate the cause of the difference between the prices of

agricultural products paid to the producer and the

ultimate costs to the consumer, the U.S. Depart-

ment of Agriculture has been publishing the quar-

terly price spreads of different farm products. Price

spreads between the fisherman and the consumer

have only recently begun to attract the attention of

the public. To serve the interest of the public a

continuous inquiry into the subject matter as attemp-

ted by this report appears to be necessary.

Table 10.—Average annual margins offish products at four market levels, 1969-71.

Products Harvesting Processing Wholesale Retail

Groundfish fillets:

Fresh:

Haddock

Flounder

Cod
Frozen:

Ocean perch

Steaks:

Halibut

King salmon

King salmon (dressed)

Canned Products:

Salmon (1963-65)'

Tuna, chunk (1963-65)=

Tuna, chunk (1969-71)

Fresh shellfish products:

Live American lobster

Blue crab meat

Sea scallop meats

Frozen shellfish products:

Peeled shrimp

67.75



Table 1

1

-Distribution of consumer's dollar spent in various fish products in the United States according to the average

prices of 1969-71, by marketing functions and cost items.



Table 11.—Continued.

(11) (12)



4. Correction and Extension of Statistical

Series-Bureau of Labor Statistics" purpose in col-

lecting prices is to measure change in prices (to com-

pile price indexes) rather than their absolute values.

The same is true with the New York State Marketing

Service in collecting retail fish prices. The latter

collects prices on Mondays and Tuesdays, but spe-

cial sales are mostly offered on Fridays and Satur-

days. The quantity sold at reduced prices may be

much greater than that sold at regular prices. Neither

the Bureau of Labor Statistics nor the New York

State Marketing Information Service weight prices

offish according to volume sold. The reported prices

are, therefore, overestimated. To measure the dis-

crepancy, spot surveys would be necessary to estab-

lish a ratio or factor for corrections.

If these studies are to be carried out, fresh fish

price series at wholesale and retail levels should

eventually be established by the Statistics and Mar-

ket News Division in cooperation with marketing

service offices of different state governments. More
attention should be given to obtaining fresh fish

prices, since a large share of domestically caught

groundfish and shellfish is marketed in that form.

The vast majority offoreign-caught fish is sold either

frozen or canned.

Based on complete price statistics of both fresh

and frozen products, price spreads and profit mar-

gins could be derived and published to keep fisher-

men, packers, distributors, and retailers informed of

the profitability of marketing fresh fish products. It

serves to encourage fishermen to adjust production.

and distributors to make timely alterations and im-

provements in shipping and packaging to minimize

losses or take advantage of favorable prices.
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Appendix Figure 1.—Fresh haddock fillets—weekly retail prices, purchase costs, and sales volume from a Chicago food chain store

with 20 branches. 1967 and 1968.
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with 2U branches. 1967 and 1968.
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Appendix Table 3.—Fresh haddock fillets: Price at four market levels, fish-

ermen's share in retail level, and markups at three market levels, 1950-71.



Appendix Table !+• —Fresh flounder fillets: Prices at four market levels, fish-

ermen's share at retail level, and markups at three market levels, 1950-71-



Appendix Table 5*—Fresh cod fillets: Prices at four market levels, fish-
ermen's share at retail level, and markups at three market levels, 1950-71.



Appendix Table 6. —Frozen ocean perch fillets: Prices at four market levels,

fishermen's share at retail level, and markups at three market levels, 1950-71.



Appendix Tatle ?•—Halibut steaks, fresh and frozen: Prices at four market
levels, fishermen's share at retail level, and markups at three market
levels, 1950-71.



Appendix Table 8.—Fresh king salmon steak: Prices at four market levels, fish-

ermen's share in retail level, and markups at three market levels, 1967-71-

Fisher-
Prices 1/ men's Markups

share of
Ex- o / Pro- Whole- retail Pro- ^/ Whole- ,/ Re- .

Year vessel~ cessing sale Retail price cessors— salers~ tailers—

Cents/lb Percent

1967 50.89 79.50 104.21 128.00 39.75 35.99 23.71 18.58

1968 58.08 87.04 115.57 159.69 36.37 33.27 24.68 27.63
1969 57.34 95.39 133.71 165.93 34.55 39.90 28.66 19.42

1970 63.62 94.66 149.64 N.A. 32.79 36.74

1971 58.47 95.75 136.47 172.03 33.99 38.93 29.84 20.67

_1/ Ex-vessel prices from Seattle, processing prices from the table on Processing
Fishery Products in the Fishery Statistics of the United States , U.S. Department of

Commerce, wholesale prices from Bureau of Labor Statistics, and retail prices from
New York City.

2_/ Ex-vessel prices are converted to the equivalent value of steak from dressed
weight.

_3/ The margin between processing and ex-vessel prices is expressed as a percent-
age of the processing price, representing processors' gross earnings in percentage
of their total sales value.

4/ The margin between wholesale and processing prices is expressed as a percent-
age of the wholesale price, representing wholesaler's gross earning rate.

_5/ The margin between retail and wholesale prices is expressed as a percentage
of the retail price, representing retailer's gross earning rate.
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Appendix Table 9-—Fresh, dressed king salmon: Prices at foxir market levels,

fishermen's share at retail level, and markups at three market levels, 1950-71.



Appendix Table 10.—Canned pink salmon: Prices at four market levels, fisher-
men's share at retail level, and markups at three market levels, 1950-65.



Appendix Table 11.—Canned tuna (chtmk): Prices at four market levels, fish-

ermen's share at retail level, and markups at three market levels, 1950-71-



Appendix Table 12.—Frozen raw peeled shrimp: Prices at foiir market levels,

fishermen's share at retail level, and markups at three market levels, 1959-

71.



Appendix Table 13 .—Live American lobsters: Prices at three market

levels, fishermen's share in retail level, and markups at two mar-

ket levels, 1959-71.



Appendix Table Ik-—Fresh sea scallops, shucked: Prices at three
market levels, fishermen's share at retail level, and markups at
two market levels, 1959-71

•

Fisher-

Pj.^j,g3 men's Markups
share of

Ex^; Whole- retail Whole- , Re^ ,

Year vessel 1/ salel/ Retail 1/ price salers- tailers-

Cents/lb
~

- Percent

1959 48.40 55.20 90.00 53.78 12.32 38.67

1960 34.90 41.70 78.00 44.75 16.30 46.54

1961 38.00 44.80 77.00 49.35 15.18 41.82

1962 40.70 ^7.10 78.00 52.19 13.58 39.61

1963 45.70 51.50 83.00 55.05 11.28 37.95

1964 54.60 61.60 97.00 56.29 11.36 36.50

1965 67.50 73.90 114.00 59.21 8.67 35.17

1966 49.24 65.27 96.99 50.77 24.55 32.71

1967 77.20 95.50 121.00 63.80 19.16 21.07

1968 112.00 126.22 175.07 63.97 11.27 27.91

1969 110.80 124.50 167.82 66.02 11.01 25.81

1970 136.00 147.00 188.00 72.34 7.49 21.81

1971 148.01 164.00 189.93 77.93 9.75 13.65

1/ New Bedford, Mass., prices, shucked form.

2/ Boston, Mass., 5- lb. package, raw. Wholesaler and proces-
sor are combined since scallops are landed shucked. Washing,
sorting, and packing are done by the wholesaler.

3/ Baltimore, Md

.

4^/ The margin between wholesale and processing prices is ex-
pressed as a percentage of the wholesale price, representing
wholesaler's gross earning rate.

5_/ The margin between retail and wholesale prices is expressed
as a percentage of the retail price, representing retailer's gross
earning rate.
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Appendix Table l5.—Fresh blue crab meat: Prices at four market levels, fish-

ermen's share at retail level, and markups at three market levels, 1959-71'
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Appendix Table 21.—Costs and profit on percentages of net sales of restaurants
collected by different agencies at different years.



Appendix Table 22.—Net profit before taxes as percentage of sales at three

market levels of food products in general in the United States, 1953-5U to

1966.

Period



Appendix Table 23.—Costs and profit, as percentage of net sales, for each

type of fish processing plant compared with food processing in general,

1967.

Fresh & Food proces-

frozen Canned & Groundfish sing: food

packaged cured filleting and kindred
fishl./ seafoodsi/ fishery^/ Average products^/

-Percent-

Net sales

Cost of sales

Gross profit

Material costs

Labor

Capital costs

Operating
expenses

Net profit
before tax

100.0

51.3

48.7

19.1

10.8

i/3.3

A/11.5

5/4.0

100.0
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Appendix Table 2^.—Fresh haddock fillets: margin components by marketing
functions, 1 969-7 1 average.



Appendix Table 2?. —Fresh cod fillets: Margin components by marketing func-

tions, 1969-71 avera^.



Appendix Table 29.—Fresh and frozen halibut steaks: JVIargin components by-

marketing functions, 1969-71 average.



Appendix Table 31 •—Fresh dressed king salmon: Margin components by market-
ing functions, 1969-71 average.



Appendix Table 33«—Canned tuna (chunks): Margin components by marketing
functions, 1969-71 average.



Appendix Table 35.—Frozen raw peeled shrimp: Margin components by marketing

functions, 1969-71 average.



Appendix Table 37.—Live American lobsters: Margin components by marketing
functions, 1969-71 average.
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Appendix Table 1+0. —Weekly retail price range of fresh cod fillets,

New York City, 1970.



Appendix Table l\D.—Continued.



Appendix Table i+l. -Weekly retail price ran^e of fresh flounder fillets,

New York City, 1970.



Appendix Table i|l.—Continued.
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