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A.

CHAPTER 1

OVERVIEW, CONCLUSI ONS, RECOMMENDATIONS

OVERVIEW AND CONCLUSICNS

In this report, Wwe analyze and discuss the effect of the F. F.M.C.'s pooling
and pricing policies upon the Southern NNW T. fishery. We define the Southern
N.W.T, fishery to include Geat Slave Lake, and the inland | akes frem which
catch is delivered to the Hay River Fish Plant. The study is predicated upon
the assumption that the n.w.r, fishery will remain ynder the jurisdiction of )
the F. r.M.c. Consideration of the potential for the fishery if it were tg
W thdraw from the F.F .M C, or if extreme. changes were implement ed that would

constitute a de facto withdrawal, are beyond the scope of this study.

The study includes the following:

1. Projection of the requirements f or price support fram the Government of
the Nw.T. under the assunption of a fishery operating under the F. F.M.C.
jurisdiction and utilizing a system of species pooling.

2. Examination of the effect of F. F.M.C. pooling and pricing policies on the
Southern N.w.t. fishery. The exam nation includes an analysis of actual
results for the year ended April 30, 1981 under the alternate conditions

of "species pooling”, “provincial species pooling” and the guarantee
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agreement for that year. W also consider the theoretical and practical
basis foOr pooling Systens, and the potential effect the system coul d

have on the Southern N.w. T. fishery for the future.

Exam nation of the basis for goverrment support of the fishery. °

Exam nation of the winter subsidy of sumer fish prices resulting from

F. F.M.C. pricing policies, and its effect upon the fishernen’ s motivations
Exam nation of fishermen's incames for the winter of 1980 - 81, sumer

1981, and a four year trend analysis for selected fishermen,

Based on the analysis included in the text of this report we derive the

following concl usions:

1.

Re projections of future équirements for govermment support

Unl ess major changes are introduced, the Southern w.w.r. fishery will be
facing hard times over the next 3 to 5 years. The extent will depend
won the F. F.M. C ability to solve its whitefish problem, changes to

the pooling systens, and general econonic conditions.

Under the assumption included in this text, we project the follow ng
| evel s of subsidies that would be required to result in fishermen's

prices increasing (after 1983) by 19 percent per year :

YEAR ] AMOUNT
1983 $300, 000
1984 $550, 000 /
1985 $890, 000
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2. Re the effect of r.r.M.c. pooling and pricing policies on the Southern

N.W.T. fishery

a. On a historical basis two fOrns of pooling have been employed by
the F.F.M.c. The first, species pooling, identifies revenues from
the sale of products by species catagory. The COStS “incurred to
gat her, pack, transport, precess, store, and sell are charged to
the species pool. The residual balance is “paid to the fishermen
as an initial and final payment. Under a second alternative,
provincial species pooling, the revenwes and costs are further sub-
di vided by the provinces of origin of the catch.

b. Under the conditions of provincial species pooling for 1981, the
returns to the N.W.T. would have been approximately $169, 000 greater

than they were under the terms of the guarantee agreement. Had the

N. W T. operated as a provincial pool for 1981, the total of the price

support paid by the Goverrment of the mw. T. ($153,000) would not

have been required. Furthermore the f ishermen would have received
an additional $16,000 for their catch. Considering this in light

of our analysis of fishermens operating incomes, we can state that
under the conditions of a provincial species pool, for 1981 the J
fishery was self-sufficient.

C. The higher 1981 provincial pool resulted from a mmber of factors
(listed intext). A major factor was the higher average selling
price for Great Slave Lake fresh whitefish (1981 - $104, 000: 1980-
$165, 000) as apposed to whitefish from all other |akes. Qur analysis
i ndicates that the major factor creating the higher price for Geat
Slave Lake fresh whitefish is that of timing. The Great Slave Lake

whitefish sell on a primwnter market. Qur analysis does not
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indi cate positively whether there is or is not a degree of buyer

preference for the Great Slave Lake whitefish.

There appears to be a trend towards a | ower proportion of Geat

Slave Lake winter catch selling in the fresh fish market. This

Is at least partially the result of increasing winter whitefish

catch fram all other areas.

Based on our analysis of both the practical and theoretical aspects

of pooling systenms, we determine that for the long-termthe species

pool i ng system should be more beneficial to the nw.r. Qur conclusions

result from the fol |l ow ng:

I. As stated above, the nw. T. for the year ended April 30, 1981
would have faired better under a provincial species pool. This
may be the case for the years ended April 30, 1979, 1980, and
1982. However, for the years ended April 30, 1977 and 1978, the
returns to the N.W.T. were |ess under the. conditions of provincial
species pooling. The factors that were most responsible for the
change i ncluded the irproved position of frozen dressed whitefish
as a result of a 1978 sale of whitefish inventories to Poland, and
a change to producing more profitable products at the Hay River
Fish Plant at least partially-as a result of our 1979 study ("The
Hay River Fish Plant, Aternative Production Plans”) . However,
we now believe that the cycle may twn in favour of species
poling. Qur opinion is the result of the deteriorating position
of frozen dressed whitefish, and our concern that the F.F.M. C. may
inthe future utilize the Hay River Plant more for the production v

of the less prof i-table frozen products.
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Under asystenof provincial species poling, the n.w.T.

fishery could receive lower returns as aresult of discrimnation
by the management and Board of Directors of the F.F.M. C in
relation to production planning and sales effort.

Under a system whereby the N.W.T. was a provincial species pool,
and the balance of the F.F.M.C. was a species pool, t he N.W.T.
would be required to compete with the Other provinces for the
right to produce the most profitable products. Based on our
observation since 1973, we do not believe that the N.W.T.

could be so well informed, and have sufficient influence, to be

successful in this conmpetition (examples in subsequent chapters) .

iv. we are of the opinion that the conmpetition between the provinces

for the right to produce the most profitable product would create
inefficiencies that woul d resultin lower returns for the total
fishery. ultimately this would have to result in lower returns

to the N.W.T. fishermen.

From our examination of the actual pools for the year ended April 30,

1981, we discovered a nmumber of factors that, if adjusted, could

result in greater returns to the N.w.T. fishery under a species J

pooling system We conclude that further analysis is required.

For the year ended April 30, 1981 on a provincial species pooling

basis for the N W T., the winter fishery subsidized the Sumer

fishery to the extent of between $. 10/1b. and $. 20/1b. The subsidy

results fromwi nter premiUrns not matching the increased net returns :

resulting fromselling fresh fish at prime prices. Eased on

J

interviews Wi t h fishermen, we conclude that ‘this hidden subsidy

has a significant effect upon motivating fishermen t0 fish the sumer
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season as apposed t0 the winter season. V¥ conclude that higher
Wi nter premiums resulting in increased winter catch could result
inincreasing the overall profitability of the fishery. Further-
more, the payment of higher winter premiums under a system of,
Speci es pooling, should al so have the effect of reducing the

di screpancy for the N.W.T. between the returns under species

pooling and the returns wnder provincial species pooling.

Government Oof the N.W.T. price support program

The N.W.T. price support programhas been successful, but has some
deficiencies that could be corrected. The success of the program can
be measured by the fact that the fishing industry is currently
contributing in excess of $2,200,000 annually to the economy of the
NW. T. , whereas the support payments have varied between $40,000 and
$155,000 per anmm. The programwas al so directly responsible for

mai ntaining the fishing of inconnu to the point where the species was '
self-sufficient. The deficiencies reultingfrom the program include
it 's almost exclusive support Of the summer fishery as apposed to the
more profitable winter fishery, and the adversary relationship that
has been established between the Goverrment of the N W T., the F .F.M. C,

and the N.W.T. fishermen.

e do ot approve of a program that perpetuates Itself. However, a

solid basis for a programshould be established and docunented, so that

it can be utilized when required. W recommend the following principles

for a support program:

a. The support program should be in support of f ishermen 's prices, not
operating costs. Aan exception could be made’ for a program of

freighting subsidies provided that the program was subject to J
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periodic review to ensure that it was assisting in the objective
of maximizing fishermen's net incomes.

b. The program would be in swport of a system of species pooling.
However, the system shoul d be monitored on a regular basis (possibly
eVerY second year) to ensure that the returns to the N.W.T. from a
species POl were not sigificantly lower than they would be under
the conditions of a provincial pool. |f .monitoring determined that
this was the case, there would be no adjustment to the current year,
but rather adjustnments would be negotiated for future years.

C. The program should support practices that will result in the fishery

maximzing itsS economic returns. For example, the program shoul d ‘3&

support winter fishing as long as increased winter volumes wll

i ncrease the profitability of the fishery.

d. On an annual basis, the F. F.M. C. would be required to submit a request

for support by April 1, and the program should be finalized prior to
the approval of fish prices by the F. F.M.C.' s.Board Of DirectolS.

e. The program should contain an audit provision

Fishermen'S incomes

Fishermen's net incones are declining. The subsidized prices paid for
the sumer of 1981, were just adequate t0 allow a reasonably efficient

f isherman to neet his operating costs, finance his capital expenditures,
and receive a small return for his efforts. “W conclude that fish
prices cannot be [owered without arisk of a mgration of fishermen
fromthe fishery. \W are also of the opinion that a redution in the
wlure of an individuals catch as the result of production quotas

would have the same ef feet.

J
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5 My River Plant Operating rests

Exam nation of operating efficiencies of the Hay River plant, H
Broadhead, and the lake stations is beyond the scope of this study.

W do note that utility costs, specifically power costs, have increased
significantly over the previous tw years, and are likely to continue
to increase at significant rates in the future. W conclude that

further analysis is required.

I n summary, although the Southern N.w.T. fishery attained in 1981, a
theoretical position of self-sufficiency, the prospects for the future
are not good. Increased returns to the N.W. T. can be generated by
altering the pooling and pricing systens. However, We are of the opinion
that |ong-term improvements Will only be obtained when the “whitefish

problenf is, solved. As long as the total F.F.M C fishery delivers more -

whitefish than can be readily sold, then there will be a probl emon

Great Sl ave Lake.

RECOMMENDATI ONS

The recommendations |iSted below are predicated wpon the N.W. T. fishery remaining
under the jurisdiction of the F.F .M. C.  From our analysis and concl usions outl i ned
in the body of this report we recomend the following:
1. The Government of the N.W. T. should formulate basic principles for a program
in swport of the fishery. The program should be designed to provide support
when needed, but not so as to perpetuate itself. The principles listed in
this report shoul d be considered for the program.
2. Further analysis should be performed to determine adjustments that should be mac

to the species pooling System to generate greater returns to the wW. T. fishery.

JERROLD S. GOLDENBERG e ASSOCIATES
MANAGEMENT CONSULTANTS LTD.



CHAPTER 11
COVPARI SON OF Ner RETURNS T0 THE N.w. T. FOR THE YEAR ENDED
APRIL 30, 1981, UNDER THE cowprrions OF THE 1980 - 81 GUARANTEE
AGRERMENT, SPECI ES POCLI NG AND REG ONAL SPECI ES POOLING

OVERVI EW

The area of F.F.M. C. pooling and prices, especially as it effects the ww.T. has
been very confused. In chapter V, we discuss the theory of pooling alternatives.
In this chapter we calculate pools for the year ended April 30, 1981 for the
NW. T. , under the condition of regional species pooling, and species pooling,
and conpare these pools Wi th a calculated pool under the terms of the guarantee
agreement for that year. W shoul d emphasize, that we did not audit the pools,
but rather utilized data obtained fromthe F. F.M.C. to cal cul ate pools under

alternate conditions.

Vi calculate that fOr the year ended April 30, 1981, a regional pool for catch
included in the F. r.M. C calculation of the 1981 guarantee agreement, would

generate a return to the nw. T. fishernen of $169, 000 more than under the terns

of the guarantee agreement. For that year, the govermment of the w.w. T. paid a

subsidy of $153,000. Had the agreement speCified the conditions of regional

pooling as cal cul ated by ourselves, no payment would have been required, and

t he fishermen would have received an additional $16,000. Effectively, if the

N.W., T. fishery for that year had received the returns from the product that it
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produced, then it would have been self-sufficient.

V% have not cal cul ated provincial pools for any year other than the year ended
April 30, 1981. However, we believe that for the years ended April 30, 1978,
1979, and 1982, the differential between the pools cal culated on a provincial
basis, and the pools cal culated under the terms of the guarantee agreement,
would be as great or greater than for 1981. Assuming that we are correct, and
provided that one is prepared to accept the concept of provincial pooling, then
it can be stated that the subsidies fromthe Goverrment of the nw. T. to the
fishery are supporting the fishery of other provinces, rather than the N.W.T.

fishery. we may be examining a viable fishery that is dicing because of the

system For this reason we are strongly recomending that the analysis

included in this chapter be extended to the years listed above.

PoOLS AS CALCULATED BY THE F. F.M.c. UNDER ™E TERMS OF THEI R AGRERMENT W TH
THE GOVERNMENT OF THE N.W.T. FOR THE YEAR ENDED APRIL 30, 1981 AS COMPARED

TO_A SPECIES PooL. FOR THE SAME YEAR

In table 1 We camare the F. F.M. C. calculation of a NW. T. pool, with a

pool cal cul ated by ourselves under the conditions of “species pooling”. The

reader will note that in dollar terns there is no real difference between the
two. Both methods result in a negative popl of approximtely $90,000 ($57,000

when holdbacksonpi ckerel are consi dered)

To make the comparison meani ngful, we have accepted the methodology used in
the F. F.M. C calculation, However, we should note that one Alberta | ake
(Bitcho lake) i S included in the F. F.M.C. calculation. The effect of including

Bitcho Lake is to increase the pool by approximately $81000¢
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Species

Whi t ef i sh smoker
Wi tefish export

Pi ckerel
Round
Dressed
Head| ess

Northern CPi ke
Dresse
Head| ess

Lake trout
Dressed
Headl ess

Inconnue

Total

—b—

TABIE 1

RIKONCI LI ATION OF “STRICT SPECI ES poor" W TH PooL

CALCULATED BY F. r.M. C. | N ACCORDANCE W TH TERMS OF

PRI CE SUPPORT AGREEMENT
YEAR ENDED APRIL 30, 1981

(nearest 1,000 Ibs., $1,000)

Summer W nt er Total  ------ Fi nal Payme ------
- (lbs. delivered weight)-— $/1bs. $
194.0 49.3 243.3
1390.1 686. 7 2076. 8 .039 81.0
10.0 18.2 28.2 . 262 7.4
T T . 306 2
66. 5 5.4 71.9 . 380 27.3
58.1 58.7 116. 8 09 10.5
123.7 62. 6 186. 3 .09 16.8
170. 4 7.9 178.3 019 3.4
28.7 3.0 31.7 019 . 6
75.9 34.0 109.9 . 264 29.0
2117.4 926. 5 3043.9 176.2
Deduct : costs paid by F. r.M. C. at Hay River normally
charged to fishermen under “species pooling”:
Fresh fish backeff is excess of conbination
fresh/frozen backoff 64.5
H Broadhead | oss 119.0
Over payment on whitefish 83.0 (266.5)
Total species pooling deficiency , (90.3)
Total deficiency under term of agreement (91.6)
Difference in favour of species pool 1.3

JERROLD S. GOLDENBERG & ASSOCIATES
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PROVINCIAL SPECI ES POOL FOR THE YEAR ENDED APRIL 30, 1981

In table 2, we present our calculation of a provincial species pool (for the
southern N.w. T. ) for the year ended April 30, 1981. In table 3, we compare
the net available for final payment per the provincial species pool With the
net available for final payment under the terns of the price support agreement.
The reader should note that the net available for final payments under the
provincial pool is $112,000, «$169,000 greater than the net available under

the terns of the price support agreement.

For the year ended April 30, 1981, (the |ast complete pooling year) the
Goverrment Of the N.w.T. paid to the F. r.M.c. $153,000 in price support. Had
the agreement been for a provincial species pool, no price support would have
keen required. Furthermore, the fishernen of the N.W.T. would have received
an additional $16,000. Effectively, if one accepted the concept of a
provincial species pool, it could be said that the price support paid by the
Government Of the N.W.T. flowed to fishermen Of other provinces (mostly
Manitoba and Saskatchewan), W should specify at this point that we are not
I N favour of the concept of provincial species pooling for the reasons

discussed in Chapter 1v.
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79 209
10 78
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2934
663
2271
$2302
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TABIE 3
RECONCILIATION OF SOUTHERN N.W. T. PROVINCIAL POOL
W TH poor, carcuraTed | N accoroance W TH THE TERMVS OF

PRI CE_SUPPORT AGRErMENT BETWEEN F. r.M. C. AND THE

GOVERNMENT OF N.W.T.
YEAR ENDED aprm, 30. 1981
(nearest $1,000)

Net available fOr final payments per regional pool

calculation (Table 2 ) $112
Net available (deficiency) for final payments per
agreement before payment of pickerel holdback (92)
Add holdback on pickerel:
Round 8
Dressed
Headl ess , i
35
Net available (deficiency) for final paynents per agreement 57

Excess of regional pool over pool cal cul ated under terns
of the agreement $169

.
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STATEMENT OF MAJOR prmcrpries SUPPORTI NG
THE CALCULATI ON OF THE N.w.T. PROVINCIAL POOL

Sal es of N.W. T. product have been jdentified on a specific pasis to the

extent that they were reported on F. r.M. C sales anal ysis.

I nventory has been identified on a specific basis to the extent that

it is identified on the F. F.M.C. inventory records.

Production has been identified on a specific bhasis to the extent that

it isidentified on F. r.M. C. production records.

Sales, : inventories, and production that coul d not be specifically

identified are treated on the same basis as all other products.

Actual N. W T. costs, less an allowance for Alberta production, are

charged to the pool.

O her costs are allocated to the pools on a basis that We consider
to be most correct. Because of our experience we Can be considered

experts inthis area.
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FACTORS CONTRIBUTING TO THE DIFFERENCE BETWEEN THE NET RETURNS AVAI LABLE

UNDER A ProvincIAL, POOL AS apposeD T0 UNDER THE Poor. CALCULATED | N ACCORDANCE
witH THE 1981 PRI CE SUPPORT AGREEMENT

The cal cul ation of a provincial species pool by itself was a very large

assignment. The fee structure for this assignment was just not adequate for

USt O examine all of the factors that created the difference between the

provinci al species pool and the pool cal cul ated under the term of the agreement.

However, there are a few factors that were recognizable upon scrutiny. These

I ncl ude:

1. Te higher fresh selling price of Geat Slave Lake whitefish as apposed to
whitefish fram other areas;

2. The more profitable product mix produced from N.W. T. catch as compared tO
cat ch fromotherprovinces;

3. Overages on catch purchased,

4. comparative sales of Great Slave Lake whitefish smokers as apposed t0 Lake
Wnni peg whitefish smokers;

5 Charges to w.w.1. fish for the costs of operating certain processing and

packing facilities located in other provinces;

1. FRESH WHI TEFISH SALES

On an average, sales of fresh Great Slave Lake whitefish bring a
significantly higher return than the sales of fresh export and sinker
whitefish from other provinces. In table 4 attached, we present a
conparison of fresh Geat Slave 1ake whitefish sales to the fresh sales

fromother F. r.M.c. lakes. In total the differential in favour of Geat

JERROLD S. GOLDENBERG & ASSOCIATES
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Slave Lake whitefish is as listed bel ow

Di f ferential in average selling price

Year  of G L Witeiish g ebitefior s sl other L akes
Lbs . $/1b. S
1982 (to February) 225,000 .40 90, 000
1981 ' 385, 000 27 104, 000
1980 532, 000 31 165, 000

1979

Qoviously this factor would be a significant contributor to the higher

provincial pool.

Wiy does Great Sl ave Iake whitefish sell at a higher price than whitefish”
fran other lakes? There is no question that the most significant factor
results from a timing difference. Essentially, since 1977 the Geat
Slave 1ake production has been frozen or processed during the summer
season, and delivered fresh to Edwonton Or Winnipeg during the winter
season. For the reasons of greater demand (partly ethnic demand as a
result of holidays) , and lower supplies, the winter fresh whitefish

sal es demands a much greater price than sumer fresh whitefish sales.

There is also a question as to whether or mot the Geat Slave Lake

, whitefish remands buyer preference that results in a higher price.

The F. F.M.C. states that this is not the case. To shed further |ight

on this matter we have prepared table 5. In the table, for 1980 - 81 and

1981- 82, we campare ON a monthly basis the sales of fresh medium
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TABLE 5
COVPARI SON OF FRESH SALES COF arear SLAVE LAKE
VEDI UM DRESSED wHITEF| SH VERSUS ExPORT MEDI UM DRESSED

FROM ALL OMHER IAKES ON MONTHLY BASI S FOR WINTER
1980 - 81; 1981- 82
(nearest 1,000 |bs, $1,000)

---———---Great S|l ave Lake--—--- ——— —=---other Lakes ----------
Lbs . $/1bs. $ Lbs. $/1bs. $
Decenber 1980 37.1 1.18 43.8 142.8 1.11 158. 7
January 1982 81. 4 1.50 122. 4 162. 8 1.54 251.2
February 1982 38.3 1.64 62.7 93.0 1.57 145. 6
March 1982 30. 2 1.29 39.1 169. 5 1.19 202.1
April 1982 L L . L L
187.1 1.43 268.0 568. 1 1.33 ,757.6
May- Novenber 1981 ° *21.8 .99 _21.4 *T13 .5 _.n 511.4
214.9 1.37 295. 4 1,281.6 1.20  1,269.0
December 1980 21. 4 .78 16.7 155.1 .75 116. 9
January 1980 61.5 1.39 85. 5 147.2 1.38 203.1
February 1980 39.0 1.34 52.2 78.0 1.24 96.4
March 1980 117.9 1.32 155. 3 151.3 1.32 200. 1
April 1980 11.2 1.17 130.5 52.2 1.38 .0
351. 0 1.25 440. 2 583. 8 1.18 688. 5
May-November 1980 L L L *1, 048.9 .14 780. 6
351.0 1.25 440. 2 1,632.7 .90 1,469.1

* Does not include sales of fresh sinker whitefish
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dressed Great Slave lake whitefish, With the sales of fresh medium dressed
export whitefish fromall other |akes. Certainly this table suports the
timihg factor explanation. However, based only won the analysis of data
included in table 5, we could not conclude that the G S .L. . whitefish has
specific buyer preference. Although on an average the winter selling
price of the G.s.L. whitefish is higher (1981-82 - $.10/1b., 1980-81-
$.07/1b. ), there are months in which the average selling price of
whitefish fromall other |akes exceeds the average price for G S .L

whi t ef i sh.

The future of the Geat Slave lake fishery, may very wel| depend upon
whet her or not buyers perceive G.S .L. whitefish to be a premium quality
product. The purpose Of the analysis included in this chapter is to

rai se the questions rather than answer it. For the purpose of this

paper, We accept the explanation of the F. F.M.C. since they are in

contact With the market and we are not. Should we be engaged to perform -

the additional study for which a proposal has been sumitted, then we
w |l examne this question more thoroughly, and include in our exam nation

interviews W th brokers and fish buyers.

One disturbing feature with regard to the fresh whitefish sales is that
the sale of G.S. L. winter whitefish is declining both as a ratio of the
total G.S .L. production and as a ratio of the total whitefish sales. This
trend could be dangerous to the future of the Great Sl ave ILake, and

definitely requires further analysis.
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The factors listed in points 2 to 6 may simply be factors that were specific
to the 1980 - 81 year, or could be factors that are comon to all years.
Specifically, the production of the higher value product mx resulted from
the recommendations Of our 1978 study, entitled “Hay River Fish Plant, A
study of Alternate Production Plans”. Production of the whitefish fillets
(100, 000 pounds) resulted in an increase of returns to the provincial pool
of $25,000 as apposed t0 producing whole frozen dressed export whitefish.
However, it is significant that the r.r .M. C. has not utilized a GD. A

grant to expand the Hay River Plant processing capacity. |t would appear
that the direction for the future may be to revert to the production at the
Hay River Plant of frozen products that will yield a lower net return to
the fishery. Products producing greater returns would be produced at the
F. F.M. C 'S Transcona Plant. Production planning of this type would signi-
ficantly reduce the returns to the NW T. fishery uder the concept of

provincial species pooling.

Corrections to some of the factors listed above could be made within the

species poling system Such corrections would result in greater returns

to the N W T. fishermen, Wi thout resorting to provincial species pooling.

Further analysis is required in this area.

E. omERrR YEARS

Based on our analysis of fresh sales for the year ended April 30, 1979 and 1980,
we strongly suspect that for those years there would be even a greater
differential than for 1981 between provincial species pool and a pool cal cul at ed

under the terms of the guarantee agreements. However, for the years ended

April 30, 1977 and 1978 we recall (the guarantee agreement specified provincial
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pools), that the ProOvincial pools Were lower than the results would have been

under species pooling. The reason for the lower provincial pools during

those years were as follows:

1. The plant basically produced whole frozen dressed whitefish during a
period when the inventories Of this product Wwere extrenely high and the
selling price was |ow

2. The method Of calculation of a provincial species pool for 1977 differed
fram the nmethod employed by US in calculating the 1981 provincial species
pool. The difference was that as a result of an agreement With the
Govermment Of Saskat chewan, the N.W.T. pool Was credited Wi th the actual

volure of its fresh sales, but at the average selling price of all fresh

sales for product from all |akes. PEwploying this method for 1981 would
reduce the provincial species pool by mere than $90, 000.

For 1978, the method employed to cal culate the provincial pool was identical

to the method employed by us for the 1981 cal cul ation.

EXPECTATI ONS For THE FUTURE

Unl ess there are changes rode, for the future we expect a trend that would

result in movement towards |ower provincial species pools as compared to

speci es pools., The reasons for this are as, follows:

1. There may be a trend towards replacing the G S.L. whitefish in the wnter
fresh market With whitefish from other |akes.

2. There may be a movement back towards producing less profitable frozen
products at Hay River and more profitable processed products at Transcona.
The major factors that resulted in the turn around from a position of

hi gher species pools t0 a position of higher provincial species pools were
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t he improved position of frozen dressed whitefish as a result of a 1978
sale of all whitefish inventories to Poland, and a change in the production
plan for the Hay River Plant (as a result of our 1979 report) to produce
greater wolumes of the more profitable processed products . However, the
frozen whitefish position is deteriorating, and our 1979 expectation both
as to the market for processed whitefish products, and the F.r .M C

Wi llingness and ability to produce these products at the Hay River Plant

have not keen met.
G CONCLUSI ONS

Fromthe analysis included in this chapter, we conclude the follow ng:

1. For the year ended April 30, 1981, the N.w. T. fishermen would have received
approxitately $169, 000 more had their fish prices been cal cul ated under the
terms of a provincial species pool, as apposed t0 the terms of the guarantee
agreement. The major factor creating the differential was the high selli ﬁg
price obtained during the winter season fromsales of fresh dressed G S. L.
whi tefi sh.

2. Although there is no question that the major factor creating high fresh
prices for G.s. L. whitefish is the timng of the fresh sales, our amalysis
of actual fresh sales |eaves sufficient doubt to justify further analysis
to determne whether there is specific buyer demand for G.s. L. whitefish.

3. Further analysis of the pools for the years ended April 30, 1979, 1980, and
possibly 1982 is warranted to deternine whether adjustnments could be made
to the Speci es pooling system t O better accomodate the N.W. T. fishery.

4, ' W are of the opinion that unless there are changes to current trends, for the
future the movement Will be towards a position whereby a Provincial species pool

for the nw. T. will produce lower returns than a species pool. The factors
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that would contribute to this position are as fol | ows:
a. The replacement of winter sales of fresh G.s.L. whitefish with
whitefish from other [akes:
h. The deteriorating position of frozen dressed export Whitefish;
c. The production of [ower wvolumes of whitefish fillets at Hay River
and conversly the production of higher Ievels of frozen dressed
whi tef i sh;
Since 1976, it may be that the N.w.T. has been subjected to pooling systens
resulting in the nowest return to the N.wW. T. It may appear t0 the reader
that there was discrimnation on the part of the management and Directors
of the r.F .M. C against the N.W, T. fishermen. This is not the case. The
1976 change to provincial pooling was the result of prolonged pressure from

the Covermment of Saskatchewan. Al so, as the person most responsible (as

controller of the r.F .M. C. ) for the change in 1978 from a system Of

provinci al species pooling to a System of Species pooling, | can state

that the intent of the change was to prevent a disaster in the N.W.T. The

fact that on an actual basis, the species pooling system may have returned

| ess revenues to the N W T., resulted from a windfall sale and work performed

by our firmto ugrade the returns from the ¢.s .L. fishery. Neither ‘factor

was centemplated at the tire the agreen-lent to change the system was

negotiated.
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RECOMMENDATION

Based ontheconcl usi ons of this chapter we recomend that additional study
of the years ended April 30, 1978, 1979, and possibly 1982 re perfornmed. The
major purpose Of this study would be to determine whet her ways coul d be found

t 0 modify the species pooling Systems to better accomodate the n.w.T. fi shery.
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CHAPTER |11
SUBSI DI ZATI ON _OF THE SuMMER
FI SHERY BY THE W NTER FI SHERY

A. OVERVIEW

For some species, most notably export whitefish, the sumer fishery is subsidized
by the winter fishery. During the winter, the sale of export whitefish in the
fresh dressed form creates significant net returns for the fishery. Although

a premiun i S paid to the fishermen on winter catch, the premumis significantly
lower than the additional net returns earned fran the fish. The additional

returns are used to increase the sumer price of export whitefish.

Under the conditions of provincial species pooling, we have calculated a winter
pool for the year ended April 30, 1981. W& estimate that for this year, the
average price of winter fish could have been increased by between $.10/1b. and
$.20/1b. if it were not for subsidizing swmer fish prices. W have not
calculated a separate subsidy for export whitef ish, but it would be

significantly higher than the average for aill species.

In chapter IV, we discuss the ef feet of this subsidization on fishermen's
initiative to fish winter as apposed to sumer. W conclude that the hidden
subsidy is discouraging Winter fishing, and effectively reducing the net returns

fromthe total fishery, and fishermen's net income. To reverse this trend, we are
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recomrending that higher winter prem uns should be paid. However, we qualify this

to the extent that the prem uns should not be so high as t0 generate more produc-

tion than can be sold in the fresh market.

ANALYSI S

The increased returns from the winter fishery result fromthe higher selling prices
for fresh fish during the winter season, and the lower cost of packing fresh fish
as apposed to freezing and/or processing it. The higher selling prices are the
result of the demand and supply. During the winter season, as a result of a

mmber Of ethnic holidays, there is a significant demand for fresh fish, particul-
arly fresh dressed export whitefish. During the winter, the supply of export
whitefish both formthe F .F.M. C. territory, and from the Great Iakes is significant-
|y lower than during the sumer season. These factors result in wnter. prices'that
in some cases double the summer price for fresh whitefish. W should al so ﬁ;‘;tion
that the demand although strong for most of the winter season, does have signifi-
cant peaks, basically associated with the ethnic holidays. In the previous chapter,
we presented a monthly analysis of fresh export medium dressed whitefish sales for
the previous two years. The reader by examining this table (table 5), can be
better apprised of the changes in the market price of whitefish on a monthly

basi s.

The other factor causing increased whitefish returns from the winter season is the
comparative cost of fresh packing as apposed to freezing or processing and freezing
fish. It will be obvious to the reader that the direct costs associated with
packing of fish would be lower than the cost of freezing and/or processing and

freezing. However, we nust also consider the factor, particularly when examining
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the N.W.T. on a provincial species pealing hasis, that the processing and freezing

facilities are required basically for the purposes of the sumer fishery.

To determine the extent of subsidization of the sumer fishery by the winter
fishery, we have considered the N.W.T. t0 be a provincial species pool. Further-
more, We have examined the winter fishery under the conditions of two cases. The
first, considers the actual position for 1981 whereby the fish was packed at the
Hay River Plant. However, because the Hay River Plant is essentially required
for the sumer season, we allocate a greater portion of some fixed costs to the
sumer Season (depreciation, fixed asset interest, etc. ) . In table 6 we present
the results of this analysis. we calculate a winter pool amounting to $129, 000
as compared t0 the pool previously presented for the total year of $112,000.

Under these conditions, the winter fishery could pay an additional $.10/1b. for
all species, if it were mot for the requirement to subsidize the sumer fishery.
we have mot cal cul ated a separate winter whitefish pool, but we would estimate t hat
the winter - sumer subsidy for whitefish woulda be significantly higher than" for

the average of all species.

The operating costs of packing at the Hay River plant dining the winter 1980 81
amounted t O approximately 3.5 tires the costs nomally incurred for a simlar

packi ng operation. Because the fish plant is in place to handle sumer Whitefish,
one coul d consider that there is an additional subsidy of sumer fish equivalent to
the extra costs of operating at the Hay River Plant during the winter season as
apposed t0 operating at a station designed for fresh packing only. Wen this
opportunity cost is conpletely considered, we estimate that the Wi nter production
could bring an extra $.20/1b. (delivered weight) if it were not required to subsi di ze

t he summer production.
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W NTER PREMIUMS

It is the policy of the F. r.M. C. to pay premiums on winter whitefish production.
The intent of the premumis twofold. First the premium i S intended to
conpensate the fishermen for higher operating costs incurred during the winter
season. Secondly, the premumis intended to stimulate increased production
during the winter season, and create a supply of fresh fish sufficient to
meet the market demand. Our comparative anmalysis Of fishermen's incomes
included in Chapter IV, indicates that for the seasons studied, the premum
has been approxi mately adequate to cover the extra costs of operating during
the w n& season. W question whether or not the premum has been adequate
to generate sufficient supply to meet the peak of the winter market demand.
The F. F.M.C. states that the premium has been more than adequate to0 attract
sufficient supply to satisfy the market for fresh sales. Once again, without
preforming a detailed analysis, we are required to accept their opinion since,.

they are INcontact with the market and we are not.

Based on our analysis of fishermen's incomes since 1978, and numerous interviews
wWth G S .L. fishermen, we are convinced that the policy of hidden subsidies is
di scouraging the fishermen's winter effort and encouraging them to fi sh more
intensively during the sumer season. Wth tw exceptions, all the fishermen
interviewed were of the opinion that they were earning less during the winter
season than during the sumer season. This Was even the case, where our analysis
of fishermen'S winter and summer incomes indicated that they are earning more
from Wi nter fishing. The fishermen's basic prem se was that the costs of

opér ating Bombadier Snowmobiles far exceeded the cost of operating boats, and
shipping via the H Broadhead. None of the fishermen were aware that the direct
charge to themfor freighting en the H Broadhead amounted t0 Only approximately

20 per cent of the total costs of operating the freighter. Nor were they aware
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that these additional costs were hidden in the fish prices, sumer and winter.

|f current pricing policies prevail, we expect that there will be a significant

reduction in winter fishing effort, and the compl ete withdrawal of some fisher-

men fran the winter fishery. This can only result in a reduction of returns

to the total fishcry, and a corresponding reduction in the sumer fish price.

EFFECT OF THE N.W.T GuaRaNTEE PROGRAM

Since its inception, the price support program by the Goverrment of the N.W.T.
has been directed almost exclusively to the suwmer fishery. A portion of the
program has been directed towards subsidizing the operating rests of the H
Broadhead, whereas none of the programhas ever been utilized to subsidize

the operating costs of Bombadier snowmobiles.

As N the case of the internal pricing subsidies, the direction of the N. WT.,
subsi dies has resulted in encouragi ng sumer fishing and, effectively discouraging
winter fishing. we appreciate the problem that the subsidies have always been
negotiated at the start of the season when the pressure from fishermen iS

directed at increasing sumer prices. However, thi s does not change the fact

that by encouragi ng sumer fishing at the expense of the winter fishery, the

subsidy is counter-productive.

PoOLING AND PRI CES mo FI SHERVEN

In the previous chapter, we concluded that further analysis is required to
determine whether nodifications to the existing species pooling Ssystem could
result in greater returns for the N. w.r. fishermen. One nodification that
coul d improve the position of the N.W.T. fishermen, would be to increase the

premum on w nter whitefish.
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Hstorically, the N.w. T. and the province Of Alberta had been the major
producers of whitefish during the w nter season. Conversely the provinces
of Manitoba and Saskatchewan have been the major producers of whitefish
during the sumer season. Effectively, an increased premitm On Wi nter
whitefish would result in increased returns +o the fishermen of the N.w. T.
and Alberta at the expense of the fishermen of Manitoha and Saskat chewan.
This nust be qualified for changes in production plans that are currently
taking place in the fishery. Partly as a result of the significant effort
by the F. F. M C, Manitoba |akes are increasing their winter production of
whitefish. Furthermore, we stated in the |ast chapter, that the proportion
of winter G S L. whitefish production peing sold fresh has been decreasing.
These trends, which we believe may be related, ocould result in the F .F .M. C
comencing t0 freeze at Hay River during the winter season, and possibly

discouraging winter fishing on Geat Slave Ilake.

The upper level of w nter premiuns should be the price required to produce
sufficient whitefish to satisfy the winter fresh market, but not so much as
to result in the requirement to freeze or process significant voluwes. The

latter wouwld result in reducing net returns to fishermen.
CONCLUSI ONS

From the analysis included in this chapter we conclude the follow ng:
1. On a provincial species pooling basis, winter production from the N.W.T.
would have earned an additional $. 10/1b. to $. 20/Ib. if it were not for

the requirement to subsidize sumer fish prices.
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2. W& conclude that hi gher premiums on winter whitefish production are
warranted, and the payment of these premiums could result in redw ng
sae Of the inequities for w.w. T. fishermen Under the current system
However, this nust be qualified to the extend that the historical
production plan for producing the bulk of winter whitefish from the
N.w.7, and Al berta is changing in favour of production from Manitoba,
and the premumshould not be so great as to result in the yequirement
to freeze or process significant volumes,

3. Additional analysis is required to determne the potential for increasing
returns as a result of increased W nter production.

4. The price subsidy programs of the Goverrment of the N.Ww. T. have been

counter-productive to the extent that they encourage sumer fishing

rather than winter fishing.

G  RECOMMENDATIONS

Based on the conclusions of this chapter we recommend the fol | owi ng:

1. Additional detailed analysis be performed t0 determfne the extent to
which the returns fran the nw.r. fishery could be increased by
encouragi ng W nter production.

2. The Goverrment of the N.w.T. should adjust its guarantee programto

provi de greater support for the winter fishery.
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CHAPTER 1v
FI SHERVEN S INCOMES

A. OVERVIEW

Commencing Wi th the winter of 1978 - 79 we have preformed a detailed study of

the incomes of G.s. L. fishermen and their operating expenses. we previously
reported on the results of our analysis with regard to fishermen's winter

incomes for 1978 - 79 and 1979 - 80, and fishermen's surmer incones for 1979 and 1980

In this report we complete our analysis, by analyzing fishernen's incomes for

the winter of 1980 - 81 and the sumer of 1981, and by conparing and anal yzing

fishermen's incomes and costs as a trend from 1978 through 1981.

V¥ guaranteed the fishermen that they would not be identified, and that the data
supplied to us would mot receive general distribution. A though we identify
fishexmen only by code, it is possible that they may be identified by the
results of their operations. The distribution of prior reports that included
income analysis has been On a limted basis to the Department of Commerce. W

are requesting that copies of this report not be distribute outside the

Department of Commerce, unl ess the tables of fisherens' operating i NnCOMES are removec

Qur additional analysis included in this chapter supports the basic conditions

of our prior analysis of fishermen's incomes . Current prices are just barely
adequate to allow fishermen to cover their operating costs, f inance their

capital expenditures, and receive a small remmeration for their own efforts.
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The Iemuneration i N most CasesS | S probably less then they could obtain

working at an unskilled job. Based on our analysis of fishermen's incomes
for 1978 - 81, we estimate that the break even levels and prices on a

flexible budget basis for a reasonably efficient typical G.S.L. operation

are as follows:

SUMMER SEASON

Catch Delivered Break Even Price
70,000 1bs. $.48/1bs.
85, 000 1bs. $.43/1bs.

100, 000 1bs. $.40/1bs.

WINTER SEASON

Catch Delivered Break Even Price

“

60, 000 $ .57/

our anal ysis of the selected fishermen's operating statements f ort hef our

year period, indicates that when abnormal factors are removed, fishernen’s
net incomes for summer andw nterwere approximately equal. Effectively
the F.F.M.C. 'S primary objective of paying w nter premiuns to offset high

operating costs was satisfied.

our. anal ysis of the trends for the period and di scussions with the fishernen
i ndi cat es that over the period the most significant factors in deternning
fishermen’ s net income were fishing conditions and possibly fishermen's

motivation rather than relatively small changes in the prices paid to fishermen.
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FISHERMENS' | NCOVES, winTER 1980 - 81

In tables 7 and 8 We present schedul es of operations for our selected

fishermen for winter 1980 - 81. The major significancee of our analysis as

campared t0 prior analysis is as follows:

1. The winter income for this year for our selected fishemmen jg equi val ent
or slightly higher than their sumer incomes. The higher direct operating
costs of the winter season are offset by the premium paid by the F .r.M. C
for winter fish. However, if the winter fish prices reflected the true
return for the winter season as calculated by us in Chapter 3, then the
fishermens winter income woul d be approximately doubl e their sumer incone
for the same year. Because of changes in the methods of operations for
some Of the fishermen surveyed, it is difficult to compare this winter
with our prior analysis of 1978 - 79. But in general it can be stated that
costs have increased by approximately the rate of inflation. The cost of*

wages and feul have increased by a greater nultiplier.

ANALYSI S OF COPERATI ONS, SUWMER 1981

The summer Of 1981 was a poor season in terms of net returns for the f ishermen
included I N oursamples. Most Of the f ishermens' volumes decreased from the
previous year, some of them substantially. “ The cal cul ated net income of
fishermen varied froma |oss of $12,000 to profit of $10,000. These results

are significantly lower than for the sumer of 1980.
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TABIES 7 - 11

STATEMENT OF ASSUMPTIONS

1. The source for actual costs and revenues includes:

a. FF.M C records
b. Fishermen's records

2. camp expenses for all fishermen except for fisherman 1A 1c, and n),
include personal purchases by the fishermen from the F.F.M. C. store.
we estinmate the amount of these personal purchases could average $2,000

to $3,000 per season.

3. Estimated expenses paid by the fishermen were estimated by ourselves

based on discussions wWwth the fishermen.

4, Assigned capital charges:

The assigned capital charges are _hypothetical costs cal cul ated by

oursel ves. \% have assigned these costs rather than using actual costs
because they result in more meaningful conparisons between fishermen,
and present a better picture of the position of the new fishernen

entering the fishery.

The capital charges are based on the follow ng:

a. Capital cost of the f ishing boat - $30,000

h. Depreciation of fishing boat 20 years s.l.
c. Interest rates - 1978-1980-14% 1981-18%

d. Capital cost of used Bombadier $ 5,000

JERROLD S. GOLDEN BERG & ASSOCIATES
MANAGEMENT CONSULTANTS LTD.



TABLE 7A
cATcH AND Gross INCOME STATI STI CS

SELECTED FISHERMEN AND ALL FISHERMEN
WINTER 1980- 81
(nearest 1,000 |bs., $1,000)

Number . . Number --—Per pelivery--——-
of . Actual of Deli
Fishermen 1bs. $ Deliveries Weight $
Group 1
7-< 55.3 29. 4 29 1.9 1.0
1B 137.1 77.5 36 3.8 2.2
1C 104.0 52.0 78 1.3 5
I D 104. 8 51.7 a2l 2.1 1.0
Total Group 1 4 401.2 210.6 194
Average Goup 1 100. 3 52.7 Q 2.1 11
G"ouP 2
22.6 3% 14 1.6 -9
2B 1.1 6.1 4 2.8 1.5
2C 48. 3 24. 4 34 1.4 N
2D 42.7 22.2 30 1.4 |
2E 46.7 24.1 _38 1.2 .6
Total Group 2 5 171. 4 89.1 120
Average Goup 2 34.3 17.8 24 1.4 1
G"ou? 3
3B 16. 2 8.9 26 6 3
3C - — —_—
Total G oup 3 1 16. 2 8.9 126 b6 23
Total sample fishermen 10 588. 8 308. 6 340 -
Total al | fishermen 889.1  465.3 804

Sanpl e fishermen/ .
Al fishermen 66% 66% _42%







2C

. 9505

182
. 050
.035

. 050

147
019

. 166
021

027
0

118

2B 2D
550 . 520
145
036 1133
1063 070
. 033
082 1190
005
181 . 576
180
189 (. 056)
009 016
198 (. 040)
090 .023
.117 . 030
4.208 .053
(..009 (.093)

2F 3B 3D
516 .547
210180
1032 056 -
054 137
077 087

006
373 . 466

. 124 |
143 (.043)
J015 012
158 (.03
021062
028 081
049 143
109 (L174)




The fish prices for the sumer of 1981 .were supported at the same level as the
sumer of 1980. Fishexmens' operating costs increased during the sumer of 1981,

but the major factor resulting in reduced net incomes appears to be poorer fishing.

In table 9 we present statements of operations for our selected fishermen for the

sumer of 1981.

TREND anarysis 1978 - 81

The reader shoul d take careful note of the statement of assunptions appended to
the tables. In particular, the reader shoul d note that the capital charges have

been assigned by us, based on estimated replacenent cost. Finance interest was

calculated at 12 percent for the years prior to 1981 and at 18 percent for 1981.

Actual finance costs for most operations Wll be |ess than the cost assigned by us.

In tables 11a through 11E we present comparative schedul es of operations for five
fishermen included in our sample of selected fishermen. In table 10, we al so

present an income statistics analysis for these fishermen.

W will allow the reader to study the statistics and form his own conclusions. In
general it can be stated that with the exception of the winter 1978 - 79 the
fishermen incomes were just sufficient to finance their equipment and receive a |ow
to reasonable return for their efforts. However, for the sumer of 1981 incones
have fallen fairly substantially. The major factor. creating the drop in incone

for 1981 was a reduction in volure of catch delivered, rather than increases in
operating costs.

The fishermen are currently operating at very close to break even volumes at a

break even pri ce.

JERROLD S. GOLDENBERG & ASSOCIATES
MANAGEMENT CONSULTANTS LTD.






1E 2A 2A-1 2D 2E
47.1 31.9 44, 4 28.9
12.7 6.7 14.0 8.4
8.0 2.5 3.4 1.7
1.6 2.3 3.6 °
2.1 2.8 7.5 4.4
.6
| 1 2.5 1
7.0 3.0 2.0 4.0
10.0 13.6 11.0 9.6
10.0 13.6 11.0 9.6
1.5 1.5 1.5 1.5
1
55" 5.5 5.5 5.5
7.0 7.1 7.0 7.0
3.0 6.5 4.0 2.6
17.0 13.5 4.1 15.7
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Wth regard to fishermen's motivation, based on our di scussions with some of
the fishermen in our sample, we are of the opinion that the fishermen's moral
I's being damaged by the rapidly decreasing price (before goverrment subsidies)
for G.s.L. whitefish. The fishermen intervi ewed are very concerned about the
viability of the G S .L. fishery. They believe that the fishery cannot continue
much | onger under conditions of increasing requirements for government subsi dies.
They are particularly concerned that the real. fishermens' price for G S.. L.

whitefish is now less than it was in 1969.

In general fishermen’ s net incomes are falling as a result of fairly static
revenues, and costs that are slowly increasing. Wth the exception of fuel
costs most Of the fishermen's operating expenses have increased at a lower

rate than the general inflationary rate.

Fishermen's incomes for the summer of 1981 were very close to the break even }

| evel . The | evel of fishermen's incomes for that season may have been effect e-d
by poor conditions. However, we do believe that the results for that season are
significant in terms of future trends. For future years we believe that the
fishery could not survive any major price reduction. Reductions in price,
particularly if coupled with a tight credit policy on part of the F. F. M C,

could result in some of the major producers wthdraw ng from the fishery.

JERROLD S. GOLDENBERG & ASSOCIATES
MANAGEMENT CONSULTANTS LTD.
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CONCLUSI ONS

Based on our analysis of fishernen's incomes and trends we mke the following

I ncl usi ons:

1. Fishermen'S incomes are effected to a greater extent by fishing conditions,
and the f ishermen's motivation t han by small changes in fish prices.

2. The fishing operations on G.s. L. are operating at close to the breakeven
level. A price reduction, particularly if accompanied by tight credit

could result in migration of some fishermen fromthe fishery.

JERROLD S. GOLDEN BERG & ASSOCIATES
MANAGEMENT CONSULTANTS LTD.



Fi sherman | A

Wnter 1978 -
Wnter 1980 -

Summer 1979
Summer 1980
Sumer 1981

Fi sherman 1B

Wnter 1978 -
Wnter 1980 -

Summer 1979
Summer 1980
Summer 1981

Fisherman 1C

Wnter 1978 -
Wnter 1980 -

Summer 1979
Summer 1980
Sumer 1981

Fisherman 1D

Wnter 1978 -
Wnter 1980 -

Summer 1979
Sumer 1980
Summer 1981

Fisherman 2E

Winter 1978 -

Wnter 1980 -

Summer 1979
Surmmer 1980
Summer 1981

79
81

79
81

79
81

79
81

79
81

TARIE 10

GREAT SLAVE IAKE FISHERY

CATCH AND INCOME STATISTICS
serecteD FISHERMEN

1978 - 1981
Paynent to
Fishermen Aver age Net | Ncome/
Lbs. (Initial and Price Net Ibs.
Delivered Final) |, $/1bs. - Income Del i vered
102.0 70.1 . 687 24.0 . 235
137.1 80.3 . 585 074
135.0 55.2 . 409 8.6 . 064
204.0 82.2 . 402 26.7 130
172. 4 64.3 373 10.2 . 059
115.5 61.1 . 529 26. 4 228
55.3 31.3 . 566 (5.1) (.092)
84.0 32.3 . 384 (7.5) (.089)
72.0 31.7 . 440 1.2 7016
81.8 39.3 . 480 (1.6) (. 020)
85.3 55.2 . 647 9.1 . 106
104.0 57.1 . 549 8.4 . 080
89.0 42.3 AT5 5¥4 . 060
108.0 48.5 . 449 14.7 . 136
57.3 28.8 .503 (5.7) .099
63. 6 39.1 .614 10.5 . 165
104. 8 55.1 . 525 10.3 . 098
116.0 30.6 . 263 (5.8) (.050)
98. 0 33.0 . 336 21.% (.018)
7.4 32.4 419 1.6 (.021)
36. 9 22.3 . 604 9.5 . 257
46.7 24.8 .531 5.1 .109
31.4 7.8
65. 0 27.1 416 6.8 .104
65.3 28.9 442 2.6 . 040



TABIE 11A
SELECTED FI SHERMEN, FI SHERVAN | A

COMPARATIVE SCHEDULE OF QOperati OnS

1978 - 81
------ Wnter ------
1978-79 1980- 81
G oss revenue, initial paynent 54.4 7.6
Qperating expenses:
Crew wages and benefits 12.7 24.2
Fishing supplies 2.7 .6.4
Fuel and oil 3.4 13.9
Repairs and maintenance .8 8.0
Cormp 3.2 11.2
Frei ghting, H. Broadhead
commercial carriers 6.2
Truck and auto 6.
sundry 6 1.7
Total operating expenses 30.2 65.4
Estimated expenses paid by _
Fishermen 12.0
Income (|l 0ss) before final payment
+and assigned capital charges 12.2 12.2
Final payment 15.7 2.7
Income (loss) before capital
charges 27.9 14.9
Assigned capital charges:
Depreciation, 2.3 2.3
Working capital interest
Finance interest 1.6 24
“3.9 N
Net income 24.0 10. 2
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TABLE 11a

SELECTEFISHERMEN, FISHERMAN IA

COMPARATIVE CHEDULE OF OPERATI ONS

1978 - 81

Winter:

1978-79 1980-81

G oss revenue, initial payment

@rating expenses:
Crew wages and benefits
Fishing supplies
Fuel and oi
Repai rs and maintenance

Canp

Freighting, H Broadhead
Commercial carriers

Truck and auto

sundry

Total operating expenses

Estimted expenses paid by
Fishermen !

Incame (| 0ss) before final payment
and assigned capital charges

Final payment

Incore (| 0ss) before capita
charges

Assi gned capital charges:
Depr eci ati on

Working capital interest
Finance interest

Net incame

533 . 266
177
e .07
1033 101
1008 . 058
1031 . 082
061
0 12
1296 AT
.117 _
1120 . 089
154 019
214 A8
023 017
.016 017
039 034
074

N
w
o

__.._.._...____...S.-..r - — - m - - — -

1979
. 384

127
. 030
013
. 001
. 023
027
. 007
.010

. 238
015

131
024

155
. 022

. 062

1980
. 402

.093
. 020
. 012
. 007
034
.024
.Q04
. 008

.202

.010

. 190
. 020

. 210
. 015

041

1981
373

102
. 041
. 023
.009
. 046

.001
-oit
. 233

. 140

. 140

017

. 064
081
059



TARIE 11B-
SELECTED FI SHERMEN, FI SHERVAN 1B
COMPARATIVE SCHEDULE OF OPERATI ONS

G o0ss revenue, initial payment

Operating expenses:
Crew wages and benefits
Fi shing supplies
Fuel and oil
Repairs and maintenance

Comp

Freighting, H Broadhead
commercial carriers

Truck and auto

sundry

Total operating expenses

Estimated expenses paid by
Fishermen ;

Income (| 0ss) before final payment
and assi gned capital charges

Final payment

Income (| oss% before assigned
capital charges

Assi gned capital charges:
Depreci ation,

Working capital interest
Fi nance interest

Net incame (loss)

1978 - 1981
Winter
1978- 79 1980- 81
46. 2 29.4
9,6 12.0
1.9 3.0
3.0 5.9
.5 1.3
4.4 6.4
7.7 2
2.1
8 1
W ”. 0 4. 0
14.2 (3.9)
4.9 L9
29.1 1 6)
1.4 1.4
1
“1.3 2.0 :
21 3*5
260 4 5 1

1979
29. 3
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TABLE 11B
SELECTED FISHERMEN, TISHERMAN 1B
COVPARATI VE SCHEDULE OF OPERATI ONS

1978 - 81
Winter —_— L
1978-79 1980- 81 1979 1980 1981
Gross revenue, initial payment . 400 932 . 349 . 337 480
(perating expenses:
Crew wages and benefits Hit 217 1136 123 1130
Fi shing supPI i es 03 054 042 013 . 051
Fuel and ol 004 107 043 .015 024
Repairs and maintenance : .024 .008 007 . 009
e 1038 116 . 065 1076 1098
Freighting, H Broadhead 068 . 023 .018
Commercial carriers ' .004 .037 002 . 004
Truck and auto .018 . 010 006 . 032
sundry 007 -001 .030 1002 024
Total operating expenses . 260 923 . 394 . 262 379
Estimated expenses paid b
Fishermen Ha B J017 -072 012 011 ‘037
Income (| 0ss) before final payment
and assi gned capital charges 123 (. 063) (. 057) 064 071
Fi nal payment 2129 -034 036 017
Income (| 0ss) before capital
char ges 2252 (._029) (._021) 081 071
Assi gned capital charges:
Depreciation, 012 025 018 017 018
Working capital interest . . 002 006 " 006
Fi nance interest . 011 . 036 ' . 050 . 047 . 067
023 063 068 070 091
Net incame 22 (._092) (._089) 011 (._020)
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TABLE 11C
SELECTED FI SHERVEN, FISHERMAN 1C

COMPARATIVE SCHEDULE orF OPERATI ONS

1978 - 81

1978-79 1980- 81

G oss revenue, initial paynent 43.1 52.6

Operating €Xpenses:
Crew wages and benefits
Fishing supplies
Fuel and oil
Repairs and maintenance

Comp
Freighting, H Broadhead

COmmercial carriers

Truck and auto
sundry

Total Operating expenses

Estimated expenses paid by
Fishermen -

Incame (| 0SS) before final paynent
and assigned capital charges

Final paynent

Income (| 0ssS) before assigned

capital charges

Assigned capital charges:
Depreci ation

Working capital interest
Finance interest

Net income (loss)
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TABLE 11C
SELECTED F| SHERVEN, FISHERMAN 1c
covPARATIVE SCHEDULE OF OPERATI ONS

3 0ss revenue, initial paynent

Qperating expenses:
Crew wages and benefits
Fi shing suplpl ies
Fuel and oil
Repairs and maintenance

Corp

Freighting, H Broadhead
Commercial carriers

Truck and auto

sundry

Total operating expenses

Estimated expenses pai d by
Fishermen E

Incame (| 0SS) before final payment
and assigned capital charges

Final paynent

Income (| 0Ss) bhefore capital
charges

Assi gned capital charges:
Depreciation,

Working capital interest
Fi nance interest

Net income
[}

1978 - 81
——=——Winter--———
1978-79 1980- 81

505 907
.166 164
. 059 . 043
. 066 . 085
.036 .031
. 060 077
. 068 . 007
027
. 004 .002
_ 486 . 409
. 023
(.004) 098
142 . 043
. 138 141
.016 . 028
,.004
.015 “.028
.032 .060
107 081

1979
425

132
. 019
. 036
. 022
. 065
022
. 030
. 004
. 010

. 340
011

.074 .
. 051

125
017

047
. 06 4

061

.243
.009

179
020

.014

. 008
039

061

138

* 035

035

. 026

o 012 .
. 096

.13
(.099)



G 0SS revenue,

Operating expenses:
Crew wages and benefits
Fishing supplies
Repairs and maintenance
mp

Freighting, H Broadhead

commercial carriers
Truck and auto

Total oOperating expenses

Estimated ex penses
Fishermen

Income before final
assigned capital

Final payment

Assigned capital charges:
Depreci ation,

Working capit al
Fi nance interest

Net incame (| 0SS)

TARLE 11D
SELECTED FI SHERVEN, FI SHERVAN 1p

COMPARATIVE SCHEDULE OF CPERATTONS

1978 *- 81

—=———-Winter-—---—

1' 378-79 1980- 81

payment 07 534

payment and

Incame before assigned capital

13.7 19.2
32 5.1
3 36
8 ¥
30 5 7

6
9
.1

8 395

"2.0 3.0
3.9 10.9
8.4 1.7

12.3 12,6 *
1.0 1.0
g 1.3

1.8 23

10.5 10.3
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SELFCTED F| SHERVEN, FISHERMAN | D

TABLE 11D

COMPARATIVE SCHEDULE OF OPERATI ONS

Gross revenue, initial paynent

Qperating expenses:
Crew wages and benefits
Fi shing supPlles
Fuel and oil
Repairs and maintenance

Camp
Freighting, H Broadhead

COommercial carriers
Truck and auto
sundry

Total operating €Xpenses

Estimated expenses paid by
Fishermen ;

Income (| 0ss) before final payment
and assigned capital charges

Fi nal payment

Income (| 0ss) before capita
charges

Assi gned capital charges:
Depreciation,

Working capital interest
Fi nance 1nterest

Net income (loss)

1978 - 81
Winter:
1978-79  1980-81
483 . 510
u .183
050 048
.050 .034
013 . 050
047 .054
.006
015 |
- .001
-390 . 377
.031 _029
062 104
_132 . 016
. 194 . 120
.016 .010
.013 . 012
2029 . 022
.165

. 098

. 080

017
.007

011
207

. 009

. 035
013

. 048

. 026

072
. 098

(.05

2

124

.008
013
. 040
. 026
. 006

I.
N
o]

010

. 097
020

117

. 030

.001
086

117

1981
. 419

. 098
.023
.022

. 061
. 001
. 009
006

. 220

039

. 160

. 039

142 *
181

.021)



TABLE 11E

SELBCTED F| SHERMVEN, FI SHERVAN 2E

COMPARATIVE SCHEDULE OF OPERATIONS

Gross revenue, initial paynent

Operating expenses:
Crew wages and benefits
Fi shi ng supPI i es
Fuel and ol
Repai rs and maintenance

Corp
Freighting, H Broadhead
Commercial carriers

Truck and auto
sundry

Total operating expenses

Estimated expenses paid by
Fishermen

Incame before final payment and
assigned capital charges

Fi nal payment

Income before assigned capital
-charges

Assigned capital charges:
Depreci at1on,

Working capital interest
Finance Interest

Net income

1978 - 81
------ Wnter ------
1'378-79 1980- 81
17.2 24.1
4.1 9.8
1.5 1.5
1.6 2.5
2.8 3.6
10.0 17. 4
1.0
6.2 6.7
5.1 7
11.3 7.4
1.0 1.0
—-8 1.3.
1.8 2.3
9.5 5.1

1979
29.9

=00
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TABLE 11E
SELECTED FISHERMEN, FISHERMAN 2E

COMPARATIVE SCHEDULE OF CPERATIONS

Gross revenue, initial paynment

Operating expenses:
Crew wages and benefits
Fi shing suplpl I es
Fuel and oil
Repairs and nai nt enance

Comp
Frelighting, H Broadhead

commercial carriers
Truck and auto
sundry

Total operating expenses

Estimated expenses paid by
Fishermen )

Income (| 0Ss) before final payment
and assigned capital charges

Final payment

Income (loss) before capital
charges

Assigned capital charges:
Depreci ation,

Working capital interest
Fi nance interest

Net income

1
]

1978 - 81

---—Winter""-"-"' ——————— e e SUIMe Y-

1978-79 1980-81 1979 1980

.466 .516 415

11 - .210 -092

041 032 .002

.043 . 054 .008

. 017

076 077 . 045

1035

- 002

271 313 -201

R 023

.168 .143 -191

.138 . 015 =025

. 306 158 216

027 021 023

022 028 ~065

. 049 - 049 =8

257 - 109 128

.002

. 235

061

147

147
. 023

084
107
.040



CHAPTER V
POOLING AND PRICING THEORY AND THE THEORETICAL BASI S
FOR SUPPORT OF THE FI SHERY BY THE GOVERMMENT oF THE N.W.T.

A. OVERVIEW

The area of pooling, pricing, and government support of the “F. F .M. C. Fishery”

is very confused. This iS particularly the case as it relates tO the N.W.T.
since 1976.

™o forms of pooling, with nodifications have been employed Since the F. F. KC.
was establish@ These are “species pooling” and “provincial species pooling®,
Speci es pooling refers to the system whereby revenues generated by a species
are assigned to the species and all rests incurred by the r.r .M, C for
gathering, packing, processing, storing, and selling products produced from
the species are allocated to the species. The residual balance is paidto

the fishermen as a price for his catch. Provincial species pooling Ssub-divides

the pools by province of origin.

we exam ne the pooling methods of the F. F.M.C. On a. historial basis, and determne
that the change in pooling methods basically resulted from pressure from the
provinces, specifically the province of Saskatchewan. The 1977 change to
provincial species pooling Was demanded by Saskatchewan. The 1979 change back to
Speci es pooling was supported by both Saskatchewan and the ww. T. The N.W.T.
effectively expressed its support by refusing to guarantee the full amount that

was estimted to be required under provincial species pooling.

JERROLD S. GOLDENBERG & ASSOCIATES
MANAGEMENT CONSULTANTS LTD.



We examine t he theory supporting the two major pooling methods. W& det erm ne
that the major advantage of a systemof provincial gpecies pooling is that the
province receives the net returns generated by the catch delivered from that
area. Where g government i S required t0 subsidize the fishery in its area,
this method at |east gives it some assurance that its subsidies are being
directed to the fishery of its own province, and not the fishery of other
provinces. However, we also state that a system of provincial species pooling
has some very significant di sadvantages. Wth specific reference to the N.W.T.
fishery the disadvantages would include the fol | ow ng:

1. The ww. T. fishery could receive lower returns as a result of discrimnation
by the management Or Board of Directors of the F.r .M C in relation to
production plarming and sales effort.

2. In a system whereby the w.w. T. was a provincial pool, and the bal ance of the
F. r.M. C. Was a species pool, t0 maximize itS returns the N.W.T. would have
to comete against all other areas for the right to produce the most |,
profitable product. W do not believe that the Goverrment of the N.W.T.
oould be so wel | informed and have sufficient influence to be successful
in this conpetition.

3. Under the circumstances where the establishnment of a provincial species
pol for the Nw. T. results in the establishnment of provincial species pool
for all other provinces, the n.w. T. would be required to conpete with each
province for the right to produce the mpst profitabl e products. This
competition would almost certainly result in reduced profitability for
the total fishery because of the inefficiencies that would be created.
Furthermore, as in point 2, we doubt that the N.w.T. has sufficient
influence to wininthis type of competition. Certainly this is the

opinion that we derive fromour observation of events in the fishery since 1973.

JERROLD s. GOLDEN BERG & ASSOCIATES
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In the previous chapter we referred to the possibility of increasing returns
to the N.W, T. fishermen by means of increased winter premiums. In this chapter
we consider further the possibility of increasing returns to the nw. T.

fishery while remaining within the system of speci es pooling. We kelieve that
this area requires further analysis, and discussion between the Government of

the Nw.T. and the F. r.M.C.

Finally, the F. r.M. C. may be moving in the direction whereby it wint utilize
the Hay River Plant more for the freezing of the fish, while processing fish
at Transcona and obtaining fish for the winter fresh fish market from ot her

provinces, specifically Mnitoba. If this production plan were enployed

together with a system of provincial species pooling, the N.W.T. would suffer.

In sumary, we are of the opinion that a systemof provincial species pooling

cannot work in the long-term to the benefit of the N.w.T. fishery. The final

,

alternative of attempted to maximize returns from the Nw. T. catch by wth-

drawing the nw. T. fromthe F. F. M C., or drastically altering the syStein to

create a de facto withdrawal, is beyond the scope of this study.

In this chapter we al so review the theoretical basis for government support Of
the fishery. W conclude that the existing N.W.T. price support Program has
been successful, but could be improved by establishing and documeNting formal

principles for the program

JERROLD S. GOLDENBERG e ASSOCIATES
MANAGEMENT CONSULTANTS LTD.



B. THRORY OF POOLING

1. Definition of pooling policy

Webster's dictionary defines a pool as “an aggregate stake to which each
player of a game has contributed” . Essentially, this is the case with

the F. F.M.C. and its fishermen. The fishermen contribute their fish as
their stake inthe game. The residual bal ance of the revenues derived

from the sale of the fish, less the cost of the selling, storing, processing,
transporting, packing and gathering the fish is returned to the fishermen
in the formof an inital and final payment. The preci Se way in which the
residual balance is divided amongst different fishermen is determined by
the method of pooling employed. |In all roses, the total residual bal ance,
(less a contingency reserve of 1 per cent of total paynents) is returned

to the fishermen. Therefore, we shoul d emphasize that if a Change in a

pooling systemis mot accompanied by increased returns to the total fishery

as a result of qreater efficiency, then if it works to the benefit of one

fisherman, it nmust be to the detriment of anther f ishermen.

There have keen a n* of terms associated with the F.F .M. C. * S pooling
policy over the years. However, jn essence , the F. F.M.c. has employed
only twomethodssince it Was established. These are “species pooling”

and “provincial species poling”. Species pooling referes to the situation
whereby fishermen delivering the same species in the same form, and of the
sane size, at the same time, receive the same price. Traditionally, under
this systemthe fishermen have been responsible for paying the freighting
rests of delivering the fish to a basing point (the F .F.M. C. Transcona plant)
Provincial species pooling refers to the situation whereby each fisherman

from a specified province who delivers the same species, of the same foxm
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and size at the same time, receives the same price for his fish. uUnder his
system the fishermen have al S0 been responsible for paying the costs of the

freighting to the basing point.

The species pool consists of the revenue derived from the sale of the
products of that species, | ess the costs incwrred to gather, transport,
pack, precess, store, and sell these products. The provincial species pool
further slices the pie to consider only the revenues and associated costs

for fish froma particular province.

The cal culation of the pools, is in tw steps. Prior to each year, the
pools are forecast by the MAriagment of the F. F. M C, and approved by its
Board Of Dfirectors. Eased on the forecast an initial price is set. The
basic standard for the initial price is that is should be not more than
80 percent Of the total forecast price. Subsequent to the year end, the
actual pools are calculated for the year. should the initial forecast be”
accurate, then the forecasted residual balance | ess a contingency reserve

will be available for distribution as a final. payment.

H story of Pooling Systens tnder the F .F.M. C.

The F. F.M. C. pooling since its inception can be categorized as follows:

Time Frame Pooling SYysStem
1979 - 1976 Species pooling Wi th cross-subsidi zation
1977, 1978 Provincial. species pooling W th an averaging

of sales dollars by Iike products and a
speci al exception for the L (Saskat chewan)

1979- 1981 Modified Species pooling
1982 Speci es pooling

JERROLD sS. GOLDENBERG & ASSOCIATES
MANAGEMENT CONSULTANTS LTD.



Ebr the early years of the F. F.M.C. itS accoumting was not sufficiently
developed t0 cal culate the pools on an accurate basis. The prices paid

were very much established by tradition based on nodifications to prices
that were in effect during the days of private fisheries. The system

al SO encompassed initial price premiums during the winter season and also
prem um on | akes whose fish was considered to be of premivm quality. The
system of provincial species pooling was forced on the F.F .M.C. by the
Government Of Saskat chewan. Based on our recall, no other province was
suportive of this system O note, in less than tw years, the province

of Saskatchewan was requesting that the systemrevert to one of species
pooling. |In practice, the provincial pooling system generated significantly
| ess revenues for Saskatchewan than forecast (prior to its inception) by the

government's consultants.

The F. F.M. C. is now using the temminology of “plant pooling” or "global
speci es pooling" t0 describe the system of species pooling that is in eff’ect.
However, regardless of the terminol 0gy, the system should result in fishernen
delivering a like specie inalike form of a like size, during the sane
period, being paid the same Transcona price. The only difference between
the price paid should result from different freighting costs from the

delivery point to the winnipeg basing point.

O greatest significance to this study is the fact that regardl ess of ‘the

negotiations between the Government of the NW. T. and the F. F. M C., the

pooling system that has been applied to the NW.T. has closely followed the

system used in the other areas under the F. .M. C jurisdiction. Unlike

Saskat chewan, we are of the opinion that the N.W. T. does not have

sufficient influence to force a svstem on ot her provinces.
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3.

Comparative Advantages of Pooling Systens

Qur assessment of the advantages ¢ the N.W.T. of a system Of provincial

speci es pooling are as foll ows:

a.  The system focuses attention directly upon the N.W.T. fishery.
Inefficiencies in handling, processing and freezing, or selling of the
product produced from N.W.T. fish will result in |ower fish prices, or
hi gher requirements for govermment support. As a result of this
focusing of attention, we would expect that there would be strong
pressure to correct inefficiencies.

b. The Government of the N.W.T. can be better assured that its subsidies
are specifically i n suport of the N.wW.T. fishery, as apposed to the
fisheries of other provinces.

c. Under the condition whereby the products produced from N.W.T. fish are
more profitable than those produced frem fish of other areas, the
fishermen Wi || receive a higher price, or |esS government support will

be required.

The major advantages of a system of species pooling are as follows:

a. The system better supports the goal of maximizing returns to all F. F.M.C.
fishermen. |n order to sell the total production of the fishery a range
of products nust be produced. These products vary as to profitability.
Because the species pooling System r!esul ts ‘i n the same payment to all
fishermen, the system does not promote conpetition between provinces
for the production of the most profitable products. As a result,
management shoul d be in a better position to plan productionin a

manner that will mnimze costs .
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A practical example of this would be the case of 4-9 northern ke,
The major products produced fran the 4-9 northern pike are fillet
blocks and whol e frozen dressed. BOh are required in large volumes,
but of the two the whole frozen dressed i S more profitable. The Hay
River Plant with its spiral freezer is in a very good position to
freeze efficiently. The Transcoma Plant has muxch greater, and more
efficient filleting capacity than the Hay River Plant. The | ogi cal
production plan woul d be to freeze at Hay River and fillet at
Transcona. However, under a system of provincial species pooling, the
province Of Manitoba, if well informed, would demand that its northern
pi ke be frozen rather than filleted. Presumbly the Goverrment of the
N.W. T. would al so demand that its northern pike be frozen. e conflict
could result in a portion, or all of the Nw .T. northern pike being
filleted at Hay River and the Manitoba northern pi ke being frozen at
Transcona. This would increase costs of the total fishery and woul d

result in a reduction in returns to all fishernen.

The system of species pooling i S mot as open t 0 discrimination by the
management Or the Board of Directors of the F. r.M.C. As stated above,
under provincial pooling, the magnitude of the net returns to the ww. T.
will be very dependent upon the product mi x produced fromthe N.W.T.
fish. Prodwtion of |ess profitable products would result in
significantly lower returns to the Nw. T. at present, the F. F.M.C.

is in control of production decisions. W strongly doubt that they
woul d accept a system whereby the Goverrment or fishermen of the N.W.T.

were responsible for planning production. Purthermore, it would not

be Wi se to change this system since no one in the N.W.T. has close

enough contact with the markets to detemmine which products shoul d be

produced.
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C. The system of species pooling ‘results ina sharing of risk amongst
t he fishermen fishing that species. This should result in flattening

peaks and valleys in fish prices and requirements for 90vernment support.

In the prior chapter we stated that since 1976 there has been a period When
the N.W.T. would have profited from a species pool, and a period when it

would have profited from a provincial species pool. A factor

resulting in the improved position under regional species pooling was a
change in the production plan for the Hay River Pl ant. As an employee Of

the . £ M C, and a consultant working both for the Goverrment of the N.W.T.
and the F. F. M C., we were instumental in making this change to the production
plan. However, it now appears to us, that the production plans for the Hay
River Plant are roving in the direction of whole freezing a larger proportion
of the product. This almost certainly would result in liner returns to the
fishery on a provincial species pooling basis.

In sumary, for the reasons stated above, we do not believe that the system

of provincial species pooling would be beneficial in the long-term to the

fishermen and t he Government of the N.W.T.

4, Fishermen Pays The Freight

A general principle of pooling that has been in effect since the formation
of the F .F.M.C, IS that the f ishermen are responsible for freighting costs
to the basing point (Transcona) . Freighting costs are not pooled. \Why?

“ W\ have never been able to determne a reason, other than that is the

way it is. W surmse that the systemwas copied fromthe one used by the
Canadi an \Weat Board. In any case, the system has been accepted, and

would be difficult if not impossible t0 change. Bqualization of freighting
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C.

costs between fishermen has been | eft to provincial subsidy prograns.

The question of how nuch freight should be paid by a fishexmen delivering
his catch to a processing plant other than Transcona iS mot as clear.
The reader is probably aware that it costs less to ship frozen fish
than fresh fish, and because of the yield [oss even less to ship processed

fish. It can be argued that under the conditions Of Species pooling no

fisherman should gainor |ose because they deliver to a processing

plant as apposed to a packing station. we accept this argument. The
reader W ll mote that in our calculation of a species pool for 1981, we
used the freighting costs that would have been incurred had the fish been

shipped fresh to winnipeg rather than the actual freighting costs.

POTENTIAL FOR GREATER -RETURNS TO THE N.W.T. UNDER A SPECI ES poormG SYSTEM

2.

In chapter Il of this report, we |isted a number of facts that were responsible
for the clifferential of $169,000 in favour of regional species pooling for the
year ended April 30, 1981. W believe that it IS possible to make changes wthin
the system of species pooling that would eliminate the ef feet of these factors.
For example, the major factor creating the differential was the higher average
selling price of fresh G S .r. whitefish as apposed to whitefish fromother |akes.
As illustrated, the major factor resulting in this higher price was the fact that
the G.s.L. whitefish sold fresh during the winter season when market demand was at
a peak. This effect could be eliminated by *easing w nter preniuns.

As lstated previously, further study will be required to deternine all the factors

involved, and potential foOr changing the ef feet of these factors without changing
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the basic principles underlying the system of species poling.

THEORETICAL BASI S FOR GOVERNMENT SUPPORT OF THE FI SHERY IN THE N.W.T.

Since 1975, the F. r.m.c. fishery has received support from each participating
province, and the federal goverrment. The type of support given has

essentially fallen into three categories. These are:

1. Subsidization of fish prices;

2. Subsidization of operating costs;

3. Subsidization of capital expenditures;

The latter form of subsidization generally falls within the bounds of the

federal department of Regi onal EconomiC Expansion, and is available to the fishery.
In the NW T. grants have been approved through the Special aroa program and
through the GpA program. These progranms are still available in support of any
expansion that would be required. "
The support Of operating costs has taken two forns. The first i S support of
freighting costs. At present, freight subsudies programs are in ef feet in the
provinces of Saskatchewan, Manitoba, and Ontario. In general, these prograns
atterpt t0 offset the higher costs of freighting incurred by northern fishermen
as apposed to their southern counterparts. The theory supporting this type of
program, would essentially be the same theory that support federal equalization
payments to various have-ret provinces. VW believe that the prograns have been
successful in meeting their objective. However, We are apposed to bl anket
freight subsidy payments for one reason. Cur analysis in the province of

Saskat chewan has indicated that where the program swports a species that

cannot contribute anything towards its own support (negative contributed margin) ,

the support paid iS not retained by the fishery. It has been our experience that
inthis case the suport does not increase the net income Of fishermen. we
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are of the opinion that if support is.to be .paid, it should be paid in such a
manner aS to Cause the greatest increase to the net income of the f ishermen.
Freighting subsidies in swport of species with positive contributed margins
Wl maximize net incomes of the fishermen. Freighting Subsidies in support

of species Wi th negative contributed margins will mot. At this point there

are no species fished in the ww. T. that have negative contributed margins.

The second type Of cost subsidization, is the ‘subsidization of operating costs.
This formhas mainly been emloyed by the DIAND in Subsi di zation of northern
processing plants and packing stations. In our option, these programs have

not been successful. This opinion is suported by the fact that the two ngjor
processing plants that have been subsudt Zed in this manner are now non-operative.
A factor resulting in the discontinuance of the programs was the suspicion on
thepart of the pIaNp that the total of its subsidy payment was not remaining

Inthe region that it was intended to support.

5

The Government of the N.W.T. has been supporting the G.S .L. fishery since 1976.
Al though the program has included a segment in support of freighting and
operating costs, essentially since its inception the programhas been in

support Of fish prices. Although the programhas had its deficiencyS it is

our opinion that in general the programcan be termmed a moderate success. The
purpose Of the NeW. T. price support program was to support the fishery on G.S.L.
over a period when returns from the marketplace were not adequate to guarantee
that the fishery would be self-sufficient. W believe that this has been
acconpl ished. Since 1976 the support paid by the Government of the N.W.T. has
varied on an annual basis from a low of approximtely $40,000 to a high of

appr oximately $150, 000. During the same period the fishery has returned gross
annual payments to f ishermen in the order of $1,000,000 to $1,400,000. Qur analysis

indi cates that fishermen during this same period have earned modérate t0 reason-
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Al

able net incomes. Furthermore, the gathering and processing activities of the
Hay River Fish Plant are now resulting in |ocal expendf tures of in excess of
$800, 000 per year. W will leave it to the reader to determine the multiplier

effect of these expenditures upon the |ocal econamy.

From the stand point of assisting the fishery to obtain a degree of self-
sufficiency, we al so believe that the programhas been partically syccessful .
Specifically in the case of inconmu, if it were not for the price support
programit is unlikely that the specie would not be fished today. However,

the program supported inconnu until the market to0OK over, and as a result today the
specie is self-sufficient. On an overall basis, our analysis in previous

chapters, indicate that specific returns from the N.W.T. fishery improved

over the period of 1976 - 1981. In fact, in 1981 on a provincial Speci es pooling

basis, the fishery coul d be considered to be self-sufficient.

In our opinion, there have been two major deficiencies in the programto date’.’

The first is its almost exclusive support of the sumer fishery. As previously

stated this support has been counter-productive by encouraging f ishermen toO

fish the sumer season as apposed to the more profitable (to the total f ishery)

W nter season. The second, iS the almost adversary relationship that has

devel oped between t he fishermen, the F. F.M.C. , and the @ermment of the N.W.T.

V& believe that the adversary rel ationship’has developed Not because of the

support per se, but because of the followng factors:

a. There has keen no general basis established for the suport program

b. Negotiations for the support program on an annual basis comence too close
"to the commencement of the fishing season, and generally after prices in
other provinces have already been Set.

C. The agreements have not included an audit provision
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The latter two POiNnts can be easily rectified. The F. F.M.C. should be in a
position t0 make itsS request for support by April 1 each year. The support
agreements should be finalized before approval of prices by the F. F.M.C.
Board of Directors. A provision for annual audit, even if it was not

exerci sed, and should remove some Of the mstrust from the review and payment

Precess.

Ve do not approve of price support programs that perpetuate themselves. we
believe that the program shoul d be designed to assist the fishery over hard

tires and help to improve its own lot. However, this does not negate the
necessity for establishing a foundation on which support can be built when it
s required. W believe that the principles for the support program should be
established and documented, but there should be a mechanism to change these
principles when changing conditions demand a change.
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The principles that we would recommend are as .follows:

1. The support program should be in support Of fishermen's prices, not
operating costs. an exception could be made for a program of freighting
subsidies provided that the program was subject to periodic review to
ensure that it was assisting in the objective of maxim zing fishermen's
net incomes .

2. The program woul d be in support of a system of species pooling. However,
the system should be monitored on a regul ar basis (possibly every second
year) to ensure that the retwns to the N.W.T. from a species pool
were not significantly lower than they would be under the conditions
of a provincial pool. |f monitoring determined that this was
the case, there woul d be no adjustment to the current year,
but rather adjustments would be negotiated for future years.

3. The program should support practices that will result in the f ishery

maximizing itS economic returns. For example, the program shoul d support

43

winter fishing as long as increased winter wolures Will increase the

profitability of the fishery

E. CONCLUSI ON

From our analysis in this chapter we conclude the follow ng:

1. A system of provincial species pooling cannot work in the long-termto
the benefit of the N.W.T. fishery. |

2. Provided that the NW. T. fishery remins within the F. F.M C  jurisdiction,
then it should foll ow a system of species pooling. However, additional
‘anal ysi s shoul d be performed to determin € Ways in which the system of
speci es pooling may be modif ied to generate more equitable terms to the
NW. T. A major factor that should be considered iS an increase in W nter

premuns on export whitefish,
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YEAR AMOUNT
1983 $300, 000
1984 $415, 000
1985 $625, 000

However, the reader will recall that in previous chapters we stated that the
price to fishermen for [ast sumer was just slightly higher than what was
required for the fishernen t o breakeven. Therefore, in addition to the
amounts proj ected above, we believe that the f ishermen Will require increases
in payments to themat a level that will at |east compensate for inflationary
Increases in their costs. The mninum increase that we project wowld be in the

order of $100,000 psr annum after 1983.

We believe that the direction of these projections is correct, but the magnitude
iS too extreme. If the projections were correct, the fishery would not only be
in deep trouble in the NN W T., but throughout the North. W believe that the
F. FFM C would have to react with drastic measures, including a potential

production quota system for whitefish.

To reiterate, we are confident that unless major changes are introduced, the
fishery in the N.wW.r. is facing hard times. However, we have not performed
sufficient work, particularly in the area 0'f marketing, to accurately forecast

how hard these tires are likely to be.
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B. MARKET TRENDS

In previous chapters we have presented tables of historical sales of fresh

whitefish. In tables 12 and 13, we present a sumary of historical sales by

year for the major products produced fran G.s.L.

The reader should NOte that there has been very little growth in the selling
price of whitefish and trout products . Pickerel., northern pike, and inconnmu
have faired quite well. However, the volune of production of these species

for the N.W.T. IS small iN comparison t0 the ot her two. Furthermore, we

understand that pickerel. is now having problems in the marketplace.

C. PROJECTIONS OF REQUIRED SUBSI DI ES, STATEMENT oF ASSUMPTI ONS

Our assumptiops supporting t he projected requirements f Or government subsidies

listed in the overview t0 this chapter are as follows:

1. Species pooling

2. Average annual wvolure of catch delivered equal to 2,800,000 pounds
delivered weight.

3. Annual increases in selling price as listed bel ow:

Species Price Increase
Exprot whitefish ' NIL
smoker whi tefish NL
Trout 0
. Northern pi ke 5%
Pickerel i
Inconnu 10%
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TABIE 13
SCHEDULE OF FRESH saies BY F. r.M.c. OF

MAJOR SPECI ES PRODUCED @ GREAT siave LAKE
YEARS ENDED APRIL 30, 1979 - 82

—=——————Northern Pike Trout=——— ------- -——-Inconnu---—

Hdls. Dsd. 4-8 Dsd. 4-8 s

b, $/1b.  $ 1b. $/lb. $ 1b_ $/1b. $ Ib. $/Ilb. $ Ib sab. $

' (to Feh. ) 344 .84 289 102 .91 93] 3 1.33 4 3 1*12 4

515 T 397 255 .98 281 4 1.21 5 |25 1.20 30
) 718 .11 *510 213 .96 204 25 1.12 28 | 98 .87 66
) 690 .61 423 17 .91 158 7 1.00 7 | 51 .59 30
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