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November 10, 1978

Mr. John G. McFarlane,
Chairman, Marketing Committee
Freshwater Fish Marketing Corporation
c/o Burch, Findlay, McFarlane & Co.
101 - 219 Kennedy Street
WINNIPEG, Manitoba
R3C 1S8

Dear Mr. McFarlane:

It is a pleasure to submit this final report describing the results
of our review and assessment of FF14CtS marketing operations.

As you know, we prepared a draft report and discussed it with the
Marketing Committee in October. At that time, the members of the
Committee requested certain additional information which we have
included in the final report.

purchases by major customers and proposed marketing strategies for
the future. If this information is made available to competitors
and customers, it will almost certainly have a detrimental effect an
FFMCIS future marketing operations.

In closing, we wish to thank you and the members of your Committee
for your invaluable assistance and support throughout the study.
We would appreciate it if you would also extend our thanks to FFMC’S
management personnel for their generous cooperation.

Yours sincerely,
THORNE RIDDELL ASSOCIATES LTD.

m
Mr. P. Stuart Aikman,
Consulting Director

PSA/cl

1200 -220 Portage Avev Winnipeg, Manitoba R3CCA9 Tel. (2W) 957-1770
Offices across Canada andassociates  throughout tnewori(l.
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I NTRODUCT ION

This report describes the results of a review and assessment

cf FFMC r,arketing operations conducted for the Board of Directors

by Thorne Ridden Associates Ltd.

The terms of reference for the study are stated in cjur proposal of

June 9, 1978, to the l~arketing  Committee of the Board. ~~hi~

section of the proposal is reproduced in Appendix A, and can be

summarized as follows:

‘To conduct an examina.tic~  Od $hc XoLat ma)dztifig opQA.G*lcn

o~ J%e Fhukwu-tm  FLJk h!ctkt.ing  Co&pota..tion {FFMC) U.MI a

V-iW .tO adv&ing  ilk Boatd Ofj ~.tiatahb 0~ t!!z tzdquzcg 0~

p&G5w-t pZoceduAu and, .i& wqticd, $0 )uzcctmccd chungti

on a pziotiy bcu.d to aa2Wn Xhe c~bjw.titl~,.f c~ Zk FFMC. )l

We conducted the study in accordance with the methodology described

in our proposal, and reproduced as Appendix B; however, we modified.

the proposed approach in one significant respect. Once we had

started the study, we found it would be possible to obtain the

necessary information on the market and the producer sector of t,he

i.ntiustry by means of personal interviews. ~-e therefore abandOned

the original plan to supplement these interviews with mail surveys.

Appendix C consists of a list of the persons intervie?:ed, and

——
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Appendix D shows the interview guide which we used for our

discussions with brokers and customers.

Many of those whom we interviewed obviously regarded our study

as an all encompassing review and assessment of the Corporation;

thus we found it necessary to discuss and analyze various issues

which, strictly speaking, did not fall within our terms of

reference. These included:

“ E’FMC relationships with fishermen and

provincial government officials,

● FFMCIS processing operations and its

policies with respect to the use of

processing facilities other than the

Transcona plant, and

. criticisms of the overall manner in

which the Corporation is being managed.

We believe we obtained a clear understanding of these and similar

issues; however, we have dealt with them in ouz report only to

the extent that they have a direct impact on the FFMC’S marketing

function.

. —



-3-

11 Theme
Nddell
Assoaates Ltd.

We maintained contact throughout the study with Mr. R. Kabaluk,

Chairman, Interprovincial  Committee on the Freshwater Fish Marketing

Corporation , in an attempt to ensure that our recommendations would

not needlessly conflict with those of the Committee.

The results of our study are presented in the following main

sections of this report:

- Findings and Conclusions

● Recommendations

● Appendices

● ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎
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FINDINGS AND CONCLUSIONS

1. OVERVIEW OF FFMC MARKETING OPERATIONS

1.1. S.tAwg.th.A

We concluded that the Corporation has achieved generally

good marketing results over the past five Years (197~/73

to 1977/78) as evidenced by the f~llow~ng performance

indicators:

.1 Selling price per pound: 7.5% average

annual increase.

.2 Total dollar sales: 9.2% average annual

increase.

.3 Price per pound paid ta fisk.erm.en: 11.5%

average annual increase.

.4 Total payments to fishermen: 12.4% average

annual increase.

.5 Percent of net sales paid to fishermen has

increased from 5i.5% to 59.4% over the five

year period, (based on paymenks F.O.B.

delivery points) . These figures would be

2.3% higher if F.o.B. Transcona paw.ents

were used) .
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These performance indicators compare quite favorably with

those of similar organizations in the private sector.

It should be noted that only a minor portion of the increases

shown above is due to the fact that the mix of the total

catch has changed, with relatively high priced picl:ecel,

lake trout and sauger increasing somewhat in propozticm

to whitefish, tullibee, mullet and carp.

Appendix E consists of a more detailed statistical analysis

of the marketing results achieved during the five year period

under review. Reference to this analysis shows that the

favorable trend started to reverse in 1978 when ths selling

price per pound and the price per pound paid to fishermen

declined significantly.

1.2 (LJealznruAu

On the ether hand, we noted a number of actual and pctential

weaknesses in FFMCIS marketing operations, the most

significant of which are as follows:

.1 Inventory levels have increased out of

proportion to quantities of fish hxlght

and sold. We concluded that this growth

in inventory was due mainly to a series
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of management decisions to increase selling

prices too rapidly and to maintain these

higher prices in the face of buyer resistance.

It should be noted that other factcrs such as

the increased catch in 1978 contributed to

the growth in inventory levels; however, we

believe that the major factor was the

inflexible pricing policy adopted by management.

. 2 FFMC ~pp~~~~ to ~.se a “.se~t-o:t-t~~~-~ants”

approach to r.srketing management. The

Corporation has not engaged in systematic market

research and analysis; and it has not developed

comprehensive written marketing plans and programs

for the year ahead. (We are not implying that the

Corporation doss not presently develop detailed

forecasts and budgets) .

.3 FFMC has failed to make full use of its brokers

and distributors to increase its penetration of

the stable and growing market segments which they

serve (restaurants, institutions and retail food

stores) .

Move specifically, the Corporation does not:

● take advantage of the market i.nforrnation
possessed by these organizations,

● plan and execute joint marketing programs
with them,

● support their efforts with advertising and
promotion, and

“ employ Field Sales Representatives to service
them regularly.

—— — .—
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.4 Despite its efforts, FFMC has not >7et

been able to induce fishermen to increase

the winter catch and thus enable the

Corporation to sell more fresh fish during

the winter months when demand exceeds

supply.

Insununary, FFMC has produced steadily increasing returns

for fishermen in recent years; hc\;e\7er,  it has achieved

these results mainly through a trading operation~ in the

traditional markets for freshwater fish, such as the New

York ethnic market segments. Unfortunately, somte of these

traditional markets are stagnant or declining as ethnic

consumers’ values and requirements change. As a result,

we” see the need for the Corporation to make better use of

its brokers and distributors to fully exploit the growth

segments of the market, such as the food service market

segment in the FJorth Central United States (restaurants,

institutions and caterers) .

● ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎
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2. THE INDUSTRY

The Canadian

fact that it

-8-

freshwater fisheries industry suffers from the

is a relatively minor segment of the cverall

Canadian fisheries industry. It represents only 3.6% of

the total commercial

value. Only 6.0% of

fish - the remainder

catch and 5.1% of the total marketed

all fish consumed in Canada is freshwater

being saltwater species and shellfish.

As a result, the federal and provincial governments

very little useful marketing data on the freshwater

industry. There is even less market data available

United States, where the government no longer keeps

maintain

fisheries

in the

a

separate record of per capita consumption of fresh-water

The freshwater fisheries industry must compete directly

saltwater species for available distribution channels~.

fish.

with

This

means that freshwater fish and fish products receive little

attention from brokers, c?istributous,  wholesalers, retailers,

or food service outlets (restaurants, institutions and

caterers) . In a broader sense, the marketing and distribution

. . . . . . . . . . . . . . ● ,0
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . .
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of freshwater fish and fish products is ancillary to other,

larger scale operations such as the distribution of saltwater

fish and fish products, and the distribution of food produc~cs

in general.

Whilst the freshwater fisheries industry has no specia.lizekl

distribution sector, it is highly organized and concentrated

a: the processing ad primary marketii~g level. Between ther,,

FFMC and Omstead in Ontario prccess andi’or market an

estimated 80% of the Canadian freshwater commercial catch,

The remainder of the catch is delivered to a large number

of smaller processors, brokers and distributors in Canada

and the u.s. We were unable to obtain exact pOundage figures

for Omstead, but FF.?IC received 44,894,000 pounds, or 44.3%

Of the total commercial catch, in the 1977 calendar ye~ro

Although FFMC and Omstead dominate the processorl’primary

marketer Ielrelf andare approximately the same s~.ze~ .+;>s%.. . . .

Compate with cne another for markets, but not rcr SZleS Cf

specific species. More specifically, they do compete v:~=~

one another for certain market segments SUCn as the ~~nadia~,

and North Central U.S. food chain mark~t~, but in most cases
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they are offering different species. Based on 1977

figures supplied by the federal government Department

of Fisheries, FFMC handled 83.8% of all whitefish, pickerel,

pike, sauger and lake trout which were caught that year.

On the other hand, Omstead handled large volumes of smelts,

perch and other species which are not offered by FFMC.

Most Canadian and U.S. bu>,ers wh@m we ifiterview’ed regard

FFMC as by far the largest and most reliable supplier of

freshwater fish and fish products on a year round basis.

Despite this position of leadership, hcwever, FF’MC is

vulnerable in two important respects:

● North American buyers have ready access to the

large volume of whitefish available from the

Great Lakes fishery in summer time. As a result,
the Corporation is faced with severe price

competition from Great Lakes fishermen selling

direct to brokers and distributors and finds

it very difficult to sell adequate quantities

of fresh whitsfish at reasonable prices during

the Great Lakes season.

● At present FFMC receives an inadequate supply of
fresh fish in the winter months when demand exceeds

supply and the Corporation could sell larger

quantities at very good prices.
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Finally, we concluded that, although FFMC is recognized as

the largest Canadian supplier of freshwater fish and fish

products, it has failed to win the confidence or loyalty

of many of its large customers. As a result, they regard

the Corporation as a trading adversary and do not hesitate

to switch to other suppliers whenever the price or other

conditions are favcur~bls.

?-. ORGANIZAT’15N OF THE FFMC Y!RKETING FVNCTION

We believe it is evident that the FFMC is currently operating

with an inadequate marketing Organization. The Corporation

has only four individuals engaged in marketing and sales

activities on a full time basis (supported by three clerical

personnel who also have accounting duties) .

Admittedly, the Chairman and Acting President spends a good

deal cf his time on marketing problems and activities;

however, we dc net believe he has had either the tine or

the resources to Srovide the strong and continuous marketing

management which is required.
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Responsibilities and authority are not clearly spelled out

for any level of management or staff including:

● The Board of Directors

● The Chairman and Acting President

- The Sales Manager

● The Sales Representatives

Men!bers of the Board have. been uncertain cf t~.~~~- f-J~*~~~,~*q~

and ~esponsihi~ities . It llaS been d.’iffi~:ilt: if nc~ ~,r.pos,~j-h~e,

for them tO exercise any zeal Ccnrxcl ~l,er tile ~arketillg

fUIICkiori. This is because management has ~~t be~~ submi+++mg-----

to them comprehensive and specific marketing cbjectivesr

Plans and budgets for the yeaz ahead, which they can review

and approve, then use as a basis f~r r,cnit~ring perfcrmagce

throughout the year.

Very little authority has been delegated to the Sal~s

Manager and otaer sales personnel. In practice, their

decisions and actions are often ovenuled cr reversed b~’

the Chairman and Acting Puesident.

L.—
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It is important to note that the Chairman and Acting

President is prssently in a “conflict of interest” position

by virtue of the fact that he is functioning as de facto

Marketing Manager, while holding the pasition of Chairman,

whose responsibility it is to see that the Board of

Directors monitors and assesses the performance of the

Marketing Manager.

In summary, we cor.eluded that the FFMCIS marketing

organization needs strengthening. More specifically, a

senior executive must be appointed to assume ovarall

responsibility for the marketing function; responsibilities

and authority of all levels of inar.agement must be clarified

and spelled out in writing; the Chairman must not become”

involved in day-to-day marketing management; and additional

sales personnel must be hired or appcintied to facilitate

adequate market coverage and broker and distributor suppcrt.

We shall deal. ~:ith these topics in greater detail .in th~

“ReccnmnendaticmsW section of the report.

4. MAIYAGE1’4iNT OF FFMC MARKETING OPERATIONS

We concluded, that the Corporation curcently uses a “seat-of-

the-pants” approach to market~ng mar.agemer.t. More specifically,
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we noted the following weaknesses:

1.- There is a lack of systematic market research

and analysis leading to the identification of

marketing opportunities and the early recognition

of potential problems in the marketplace.

,
.2 There is insufficient fo.ward planning. i%

stated earlier, management does not. develop
specific objectives, plans and pr~grams for
the marketing function. Fcz example, there
should be specific sales objectives for ~~c:il

species and each product in each market

segment. There should also be quantified

objectives for: quantities of fresh fish
delivered in winter; maximm and average

inventcry levels for each product; accounts
receivable and other similar aspects of

performance. There should also be written plans
stating how these objectives will be achieved.

.3 In recent years management has attempted to

increase the prices of two “products tOCJ rapidly
and to maintain an inflexible position in the
face of buyer rasiist=nce. This has caused in-rentorv-,
levels to rise and has forced a significant decline

i.n the avel-age selling price of these products i.n

the year ended April 30, 1978 (see Appendix G for
a statistical analysis of inventory levels and

Appendix H for an analysis of product pricing) .
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.4 The Corporation has failed to make full use of

its brokers and distributors. Most of the
brckers, distributors and major customers whom

we interviewed told us that FFMC seems

reluctant to work in close cooperation with

them. They claim that the Corporation does not

provide adequate support through Field Sales

Representatives; it is unwilling to plan and

execute joint marketing programs with them,; and
it does not slupgort its prr)ducts with. adequats

advertising and promotion.

As a result of failing to make full use of its

brokers and distributors, F~MC is denying itse~.f

access to the best source of market information

and, in our view, is missing the opportunity to
penetrate the more stable market segments and

possibly obtain annual commitments or contracts

from major buyers.

.5 We ccncluded that FFIIC should redouble its efforts

‘tO increase. the qu~~~ity of fr~~~ fish ,Caught aliC~

delivered in the winier months. A.s stated es~lier,
the Corporation cc*ald sell larger voilwmes of t!~~s~l

fish in winter at attractive puices if more fresh

fish was available. In fact, we believe this

represents FFMCIS most promising opportunity tc

achiev~ further increases in payments to fishermen

in future years.
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At present, approximately 75% of the annual
catch is delivered in the summer months and

25% in winter. The Corporation would be in
a far better position to exploit the winter

demand for fresh fish if these proportions

could gradually be changed to 65% and 35%

respectively. We estimate conservatively that
this change would increase net revenue by about

$270,000 per annum.

II? addition to its present practice of offering

wintey premiums, the Corporation should continue
working in close collaboration with the

provincial government authorities responsible

for regulating commercial fishing. It should
also ensure that fishermen are fully aware of

the financial benefits of increasing their winter

catch. We shall discuss this topic further in

the “Recommendations” section of our report.

In summary, there is a need for a more systematic approach

to marketing management. The FFMC should do more forward

i?~anning~ strengthen its marketing personnel, improve its

relationships with brokers, distributors and major customers,

and spend more on advertising and promotion to support its

products. This would lead to greater penetration of the

—.
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more desirable and stable market segments and reduce

the vulnerability of the Corporation to fluctuating

market conditions and small price cutting competitors.

5. THE PRODUCT

Basically, FFMC’S product policy is to sell as much

fresh fish as possible at or above the “break-even price”~

for each species, and then to process and freeze the

remainder. Vic%ually all species are processed into a

limited range of conventional products such as “pan redi”,

fiilets and minced blocks.

We judged that management is doing a good job of estimating

the quantities of each product which will be required in-

the various market segments which the Corporation presently

serves. In other words inventory build-up is not due to

the fact that the wrong products have been produced,

is generally caused by a reluctar.ce to reduce prices

the appropriate ti~le.

but

at

—.— ... -



]

M Thorne
RiddeU
Associates Ltd.

- 18 -

The customers whom we interviewed advised us that the

quality of FFMC products has improved considerably in

recent years; however, they claimed that there are still

some

were

quality problems. The principal quality complaints

as follows:

● fresh fish is not properly iced and often

arrives with little or no ice in the containers,

“ some products are not properly descaled,

● frozen products sometimes show obvious

signs of freezer burn, and

● the wrong sizes of fillets are sometimes

delivered.

concluded that there is a need to continue to improve

quality control throughout the Corporation’s receiving,

storage, processing and shipping operations. Later in the

report we shall recommend that FFMC concentrate on achieving

greater penetration cf the grcwing food

segment. If and when it attempts to do

control will become even more important

service ma~k~~

this, quaiity

because the

Corporation will be ccmpeting against established

{for example “the supplier of Icelandic cod) whose

are of excellent quality.

suppliers

products
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6 . PRICING AND INVENTORY CONTROL

In recent years the Corporationts policy has been to

force selling prices up as rapidly as possible and,

in many cases, to hold firm in the face of strong buyer

resistance. (Appendix H consists of a statistical analysis

of

l?e

product pricing from 1974 to 1978) .

cor.eluded that the Corporation has attempted to push

prices too high too quickly with the foiiowing conseq-uences:

● inventory levels have increased quite

sharply and significant quantities of

product have remained in inventory for

over one year. (See Appendix G for an

analysis of inventory growth by majcr

species, and Appendix I for an aged

analysis of inventory as at August 31,

1978).

● Some buyers have actually switched to

ether species. (Daring the course of our

field interviews, w-e were told that some

sauger buyers actually switched to perch

when the Corporation announced its last

price increase) .
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● The FFMC has had to reduce prices in

an effort to clear inventories, thus

causing the average selling price to

decline from 89+ per pound in 1976/77

to 86$ per pound in 1977/78.

The approach to pricing is explained in greater detail in

Appendix J which consists of a specific case history which

we documented.

Appendix K consists of an analysis of inventory costs. This

shows that in the 12 month period ended March 31, 1578, the

average cost per pound per month of holding inventory rose

8.6%. In March, 1978, this cost was 1.1424 per pound per

month.

It is obvious that there is a need to revise the Corporationts

pricing policies and procedures in order to reduce and contrel

inventory levels. We shall cover this topic in the

“Recommendations” section of the report.
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7. NEW PRODUCT DEVELOPMENT

This marketing activity falls into two basic categories

as follows:

.1 The modification (improvement) of an existing

product and/or package to produce a more saleable

item for a well established market.

.2 The development of an entirely new product (in

this case using coarse fish) for a new market

in which the demand must be created.

FFMC is not presently engaged in a major product improvement

program; however, we believe that there is a definite need

for the Corporation to devote time, effort and funds to

this activity. More specifically, it should be attempting

to develop high quality, deboned fillets for the restaurant

and institution market, and later for the retail trade.

FFMC is also not attempting to develop entirely new products

(using coarse fish) , and it is widely criticized for failing

to do SO. We cannct agree with this criticism because of

the high cost and great risk involved in developing an

entirely new product and creating a demand for it in the

marketplace.
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It is not unusual for a large organization to spend

several hundred thousand dollars developing and testing

a new product and, when it is launched, to spend in excess

of $1,000,000 per year creating a demand for it.

In addition, it should be noted that over 75% of all new

products introduced in North America fail within the first

year.

In view of these facts, we do not believe that FFMC can

justify the major cost and high risk of new product

development using funds which would otherwise be paid to

fishermen.

On the other hand, if the development of new products based

on coarse fish is judged to be a sound and practical mearls

of strengthening the economy, we believe that the

in%ere~te~ ~rO~-~rACi~l.~OV~rfi~~n~~ Shmuid fund dild organize

this type of project, with matching financial assistance

from the federal goverrznent. Needless to say, if such z

project is undertaken, those responsible should use FFMC

personnel to conduct the necessary market research and test

marketing.
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During our field survey, we did not discover any promising

opportunities to market new products derived from coarse

fish. On the other hand, such opportunities may exist;

however, we believe that the identification of these

opportunities would require an intensive market research

study designed for this specific purpose.

8. DISTRIBUTION

We concluded

is basically

that the FFMC’S present distribution practice

sound. It sells direct to those market

segments in which there are a limited number of relatively

large and easily identifiable customers. Examples of these

market segments are the gefilte fish producers, the smoked

whitefish processors and the fresh fish wholesalers who

supply the ethnic population in New York.

On the other hand, the FFMC sells through brokers or

distributors to other maflket segments in w~hich the brokers’

sales forces and ot~he.r facilities are needed to cover a

large n’umber of relatively small customers. For example~

FFMC uses brokers to cover the food service and retail food

store market segments in Toronto, Montreal and a number of

cities in the U.S. Mid-V?est.

.-



c II Theme
Ridden
Associates Ltd.

I

- 24 -

As stated earlier, we do not believe that FFMC is making

the best possible use of its brokers. We interviewed the

brokers and concluded that they are all competent. Two or

three of them expressed an interest in working more closely

with the Corporation to increase market penetration in

their areas. One of them suggested the formation of a

marketing advisory group consisting of the FF.MC Marketing

Mar.ager and a representative from each brokerage hcuse.

The group would meet two or three times a year to exchange

information and to plan marketing strategy and joint

promotional programs. We believe that a marketing advisory

group of this type would facilitate the Corporatim’s

marketing pianning and serve as a means of strengthening

relationships with the brokers.

We’ reviewed the FFMC’S physical distribution system and

concluded that the transportation and warehousing functions

are satisfactorily managed.

The Corporations accounts receivable position has been

relatively stable. There appears to have been a close

watch kept on the accounts that become overdue. The bad

debt expense for the years ended April 30, 1977 and 1978
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represented 0.3% of sales in each year. This compares

favourabiy with the experience of other company’s selling

in similar markets. The average collection period was

about 46 days for the year ended April 30~ 1978r which is

slightly higher than other typical food processors. This

is due to the large number of foreigh accounts (primarily

New York) which take longer to collect. Appendix L consists

of an analysis of aged accounts receivable.

A review of the credit notes indicated some problems i.n

the smoker accounts with whom theze were substantial

pricing disputes.

nature, and in the

sales or $258,346.

credit notes.

Other credit notes were of a routine

1977/78 fiscal year amounted to 1% of

Appendix M contains an analysis of “

Ccnunencing this year, the Corporation established a formal

credit policy to assist i.n the adrnini.stration of accounts

receivable. We judged that this function is being

satisfactorily managed and controlled.
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9. PROMOTION

We concluded that FFMCIS advertising and promotion efforts

are inadequate. The Corporation distributes some attractive

literature such as the Product Information brochure and the

booklet entitled “Recipes From Freshwater Countryv. Beyond

this, ‘however, it does little to promote its products on a

selective basis in specific market segments.

During the 1977/78 fiscal year, FFMC spent only $51,000 on

promotion. By contrast, many manufacturers of consumer goods

spent in excess of 3% of sales annually on advertising and

promotion simply to sustain the demand for their products.

We believe that FFMC should be prepared to spend at least- 1%

of sales, or approximately $250,000 per year, on advertising

and promotion. This budget should be spent to selectively

promote the Corporation’s products in the more attractive

market segments. Suffice it to say here that we do not

believe that FFMC should necessarily spend heavily to support

its products in the Canadian retail food chain market. It

is extremely costly to stimulate consumer demand to the

point where a relatively unknown product will move off the

chain store shelves in a satisfactory manner. Furthermore,
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if the product does not move, most chains will quickly

delist it to make room for a faster moving item. (It

should be noted that Steinbergs in Montreal has already

delisted certain FFMC products) .

During our review of FFMC promotion activities, we checked

with both the Federal and Manitoba governments to determine

whether the Corporation makes full use of their promotion

assistance programs. They assured us that I’F14C does, in

fact, participate in appropriate programs such as trade

shows.

10. THE MARKET

For purposes of defining, analyzing and discussing the -

market for freshwater fish, we have chosen to break it

down into six easily identifiable market segments. These,

together with our estimates of market potential, are as

follcws:

See diagram on following page.
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MARKET SEGMENT

1.

2.

3.

4.

5.

6.

New York Fresh Fish Market

U.S. Retail and Food Service
Markets (selected geographical
areas I )

Canadian Retail and Food Service
Markets (selected geographical
areaszl

Smoked Whitefish Market

Gefilte Fish Market

European Market

ESTIMATED POTENTIAL
’000 LBS/YEAR

3,000

31,600

17,800

2,500

5,000

not available

As stated earlier, the U.S. and Canadian governments gather

virtually no statistics on the freshwater fish market. As

a result, we had to develop the above estiiiates on the

basis of information obtained from brokers and customers,

and by making certain assumptions. The retail and food

service estimates are based on the following per capita

consumption figures provided by the Canadian and U.S.

. . . . . ● ● ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎✌ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎

1. l-Uino.L5, M.imruola,  Michigan, Ohio, (ii4cotiinj  and 6u/j@.Lo mea

2. Quebec, Qntaxio, ,Mmi.toba, Sazikatch.i.m and A.tbwu2z
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j

governments respectively:

● Canadian consumption, all fish (1976) : 16.09 ltlS

● Canadian consumption, freshwater fish: 0.57 Ibs
or 6.02 of total fish consumed

“ U.S. Consumption, all fish, (1976): 13.0 lbs

In the absence of statistics on u.S. consumption of

freshwater fish, we assumed that (as in the case @f Canada)

6.0% of all fish consumed is

Later, when we break out the

market separately, we used a

freshwater fish.

food service segment of the

U.S. Department of Commerce

estimate that 60% of all fish consumed in the U.S. is

consumed outside the home (i.e. in restaurants and

institutions) .

It is very important to note that the first five market

segments listed above do not represent the tc.t.al Canadian

and us. markets for freshwater fish because we have

confined the xetail and food service segments to “selected

geographical areas” which, we believe, represent the r.ost

promising market areas for FFMC.
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The table below compares the estimated potential in each

segment with actual 1977/78 FFMC sales.

ESTIMATED 1977/78
MARKET SEGMENTS POTENTIAL FFMC SALES

% OF

’000 LBS/YEAR ’ 0 0 0  LBs ~ ‘Om:JT1m

1.

2.

3.

4.

5.
I

New York Fyesh Fish Market 3,00C 1,000 33%

U.S. Retail and Food Service I
Markets

31,600 10,500 33% 1

Canadian Retail and Food
Service Markets

17,800 4,200 24%
I

Smoked Whitefish Market 2,500 1,700 68%

I i
Gefilte Fish Market 5,000 4,200 84%

6. European Market .- 5,100 I -- i

I -J

These figures show that FFMC’S present market ~enetration

is lowest in the growing U.S. and Canadian retail and food

service segments.

Appendix N contains a detailed description and anal>-sis ct

the six market segments listed above (including infGrmatim

on distribution channels, brokers, customers, consumers,

competition, and FFMCIS position and future prospects) .

Exhibit 2, attached to Appendix N, consists of a detailed

analysis of FFMC sales by species in each of the market

segments.
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After studying and analyzing these market segments, we

concluded that:

● Over the past five years, the Corporation

has been able to sell most of the fish

delivered to it, with the exception of

significant quantities of whitefish and

sauger which remain in inventory because

they were overpriced. It has disposed of
its products.at increasing prices without

appreciable expenditures on advertising and

promotion, using a very small sales force.

● Looking to the future, however, we see a

definite need to strengthen the Corporation’s

position in certain market segments -

principally the U.S. and Canadian food service

markets. This will permit FFMC to sell

gradually increasing quantities of fresh and

frozen products in these markets, as other

segments such as the New York ethnic markets

continue to decline.

By providing stronger support for brGkers and distributors

in the food service field, ai~d by improving its rep-~tatian

for quality and service, FFMC will be in a better position

to continue to increase prices in the face of lower priced
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alternatives such as Icelandic cod fillets. We shall

discuss this subject in greater detail in the

“Recommendations n

section which follows.
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RECOMMENDAT 10NS

This section contains specific recommendations aimed at

overcoming the principal problems which we identified and

discussed in the “Findings and Conclusions” section. Readers

of the report may therefore find it helpful to refer once

again to the “Findings and Conclusions”  section for the

rationale l~nderly~ng some of the reco~~,endationse

It is very important to note that various members of FFI!CIS

management have already started to implement some of the

recommendations discussed below, entirely on their own initia+i.re<

(For example, the Corporation is currently attempting tc recr’~it

and hire a senior marketing executive ) .

1. ORGANIZATION OF THE MARKETING FUNCTION

1.1 StitiewcfWa~@n9

There are two.alternatives for strengthening tb.e structure

and staffing of the Corporation’s marketing functicn. These
are as follows:

.1 Hire a President and Chief Executive officer

who is a highiy qualified general management

executi’ive,  but whose main expertise lies in
the r,xketing management field. He would then

-.
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assume overall responsibility for planning,

directing and controlling marketing operations.

He would have to devote approximately 75% of

his time to this function and would thus have

to have highly competent Vice Presidents

responsible for the other major functions -

production and finance.

.2 Hire a competent and highly experienced Vice

President .Yarketing to ass’ume overall

responsibility for the marketing flunctien on

a full time basis. He would report to the
President, and he would have the sales staff

reporting to him through the Sales Manager.

We favour the latter alternative described above because

we consider that the FFMCtS marketing function is vitally

important and requires the full time attention of a senior

executive.

The Corporation must be careful to hire a high~y qualified

marketing executive with a proven track record. In our view,

it wculd be completely in order to recruit the v-ice Pxesident

Marketing from a different industry such as the meat

packing industry or one of the large food processing and

distribution companies. We also believe it will be necessary
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to offer an annual salary in excess of $40,000 to attract /’

the right person.

W7e are aware that the salary level proposed here for the

Vice President Marketing is above the limit currently

established by the federal government for senior management

personnel in FFMC. We believe, however, that this

restriction can legitimately’ be circumvented by makir.g use

/ of Interchange Canada - the federal government’s executive

interchange program. This program facilitates the temporary

transfer of management personnel between the fedezal service

and the private sector. {Further details and assistance can

be obtained from Mr. B. Schumacher, Director Interchange

Canada and International Programs, Public Service Cmunissicn

of Canada, Ottawa) .

At present, there is a Sales Manager and three Sales

Representatives (the Frozen Fish Sales Coordinator the Fresh

Fish Sales Coordinator and the Manager Clevelanci Office) .

We recommend that initially one additional Sales Representative

be added to this group. This would permit far better market
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coverage as follows:

. one Sales Representative managing the
sales desk,

. two Sales Representatives covering the
brokers and customers in the U.S. Mid
West and California,

● one Sales Representative covering the
brokers and customers in Canada, and

● a Sales Manager supervising the Sales
Representatives, assisting on the sales
desk, visiting the agents in Europe and
calling on the customers in New York.

Appendix O shows the recommended structure and staffing in

chart form, and Appendix P contains proposed position

descriptions for the Vice President Marketing, -the Sales

Manager and the Sales Representatives.

The basic responsibility of any Board of Directors, including

the FFr4C Board, is to ensure that the owners’ interests~

are prGperly looked after or, in other words, to ensure that

satisfactory results are achieved by Lmanagement.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

— ——
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It is important to note that the Board of Directors is there

to monitor and assess overall results, and not to become

involved in detailed decision making. It follows that the

Board should not be expected to determine or approve such

things as individual selling prices, prices paid to fishermen

for each species, etc. Detailed decision riaking of this type

should be delegated to management, and the Board should concex”n

itself with total revenue generated, the total amount pa~d tc

fishermen each year, and the overall average price paid tG

fishermen.

We recommend that the Board should assume the following

specific responsibilities in order to ensure that FFMC

management produces satisfactory results:

.1 Approve the hiring and appointment of the

President and all senior members of management

reporting to the President, in order to ensure

that the top management group is highly competent

and properly qualified.

.2 Establish the compensation to be paid to the

President and other members of senior

management reporting directly to him.

.3 Review. and approve the objectives, plans and

budgets developed by management for the year

ahead.
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Monitor performance throughout the year

to ensure that objectives are being

achieved or exceeded within budget.

Instruct the President to take corrective

action whenever this is deemed necessary

to correct an adverse trend.

Review and aFprove corpcrate policies and

policy changes recommended by the President.

Evaluate and approve major expenditures

not provided for in approved capital or

operating budgets.

Establish new bylaws or revise existing

bylaws when deemed necessary.

Keep the participating governments advised

of FFMC performance. Each Director should

be responsible for keeping the government

that appointed him advised of FFMC performance,

and for ensuring that FFMC is responsive

tc the requirements of his government (provided

overall results are not adversely affected) .

Provide management with advice and guidance

when needed.
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.11 Assist management with the development

and maintenance of a favorable FFMC

public image. Each Director should be

responsible for assisting management

in its efforts to communicate

effectively with fishermen, government

officials, the press and the public in

his province. When warranted, Directors

should criticise management in the privacy

of the boardroom; however, they sblould

support management and the Corporation as

a whole in public. Any Director who feels

it necessary to criticise the Corporation

in public should first resign from the

Board.

.12 Assume ultimate accountability for overall

results achieved by the Corporation.

The Chairman of the Board is responsible for ensuring that

the Board as a whole, and the indi\7idual Directors, carry

out the responsibilities listed above. More specifically,

we recommend that the Chairman’s responsibilities should

be as follows:

● Assume all responsibilities listed
above for members of the Board.

● Ensure that the Board and the
individual Directors, carry out their
responsibilities.
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● Plan and call regular and special
meetings of the Board.

● Prepare agendas for all Board
meetings and circulate them to the
Directors well in advance.

● Chair Beard meetings.

“ Ensure that adequate minutes are kept
for each meeting and that minutes are
circulated to all Board members promptly.

“ Maintain ciose and cordial working
relationships with participating
provincial gcveznments.

In our view, the Chairman should definitely not become

involved in the day-to-day management of the Corpar?tion.

1.3 @LL4?i&iccLtion4  Ofj Boa/td Mernbtvu

We recommend that the federal and provincial government

officials who are responsible for appointing members tO the

FFMC Board take particular care to ensure that they

recommend properly qualified persons. Those appointed to

the Board should possess most of the followincj qualificatiurls:

● broad management experience, Pr~ferah~y
in one or more sectors of the focal
processing and distribution ir.dustry,

● in-depth experience in a specific field
+ such as finance, marketir~gof mLanagerLer..

production, physical distribution, personnel,
LabOur relations, etc.

● technical or professional qualifications,
for example: accounting, law, econom.i~s,
engineering, etc.
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. .

● experience in commercial fishing and/or
fisheries management,

● experience in dealing with senior
government officials, and

● experience in public relations.

There should be liaison among those

appcir.ting Board .me-mbezs to ens-ure,

variety of skills is represented on

responsible for

.if possible, that a

the Board. jJ~ ~~~

very ieast, there should always be one Board member witlh

extensive marketing experience, one with financial

management experience, and one with production r.anagement

experience.

1.4 Comni.tttti Ofj a51fi? 130aAd

So far members of the FFMC Board have not seen fit to

establish committees of the Board.

. . . h-e ~e~oiflmend that the Board establish at least two Ccfixaittses,-,.,. . . . .
~~ follows:

● a Marketing Cmmittee, and

● a Finance Committee.

Each committee should consist of three suitably qualified

members of the Board, one of whom should serve as Committee
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Chairman. The Marketing Committee should be responsible

for :

● keeping abreast of changing market

conditions,

● screening and analyzing FFMC inarketing

objectives: plans, programs and budgets,

and

● ,rclosely monitoring m.ark.eti.n~~ performance

and results.

Needless to say, the Marketing Committee would be carrying

out these responsibilites on behalf of the full Eoard of

Directors, and would report to the Board at each meeting.

It would interpret marketing results and trends for all

Board members, and make recommendations for Board action

(or management action) when necessary.

The members of the Committee would have to devote a good

deal of time to their responsibilities and W-ould thus have

to be paid. higher fees than the ether Directoxs. In GUZ

view, however, they would be performing a very valuable

service for the Board by providing more thorough monitoring

of the FFMC’S” marketing operations, and by keeping the other

Directors more fully informed.



I

~ II ThemeRidden
Associates Ltd.

- 43 -

Finally, the Finance Committee would assume similar

responsibilities with respect to the FFMC’S financial

management function.

-,
1

2. PLANNING, DIRECTION AND CONTROL OF THE MARXETING FUNCTION

Prior to the commencement of each fiscal year, the Vice

P~esident Marketing, in consultation with the President

and Vice Pzesident Financel should develop detailed

objectives, plansand budgets for the year ahead. The

objectives should include, but should not necessarily be

limited to:

● sales of each product in each market

segment, expressed in pounds and dollars,

● selling price range for each product in

each market segment. (We shall discuss

pricing in a later sub-section; however,

it should be noted here that we are

recommending the setting of pricing

objectives in the form Gf rages to allc’w

management some flexibility during the

course of the year ) ,

● maximum, average and minimum inventory

levels for each product,
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● initial prices to be paid to fishermen

for each species, expressed as a price

range and including winter premiums,

● initial payments to fishermen for each

species, and

● final payments to fishermen for each

species.

The plans for the year ahead should include: a discussion

of market conditions and trends; a description of how the

various objectives will be achieved (including a preview

of the advertising and promotion program) and an indication

of who will be responsible for carrying out the various

programs.~”

The Vice President Marketing should submit the marketing

objectives, plans and budgets to the President for review

and approval. Once approved, the President should submit

them to the members of the Board, at ieast one month ‘before

the meeting (or series of meetings) at which the 130aL-d

. ● ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ● ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✜ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ● ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎ ✎
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would review and approve the objectives, plans and

budgets.

During that month the members of the Marketing Committee

of the Board should carefully screen the objectives,

plans and budgets, and should come to the meeting fully

prepared to assess them for the other members of the Board

and recomnend changes if necessary.

The Vice President Marketing should be required to attend

the Board meeting (or meetings) at which his objectives,

plans and budgets are reviewed. He would then be

available to answer questions, explain his rationale, and

modify his plans if required to do so by the Board.~

Once the Board has approved the marketing objectives, plans

and budgets, the Vice President Marketing and his staff

should execute the plans ar.d the Marketing Cor.mittee of

the Board should monitor progress. The Board should meet

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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every two months to review progress versus objectives,

and to receive a briefing from the Marketing Committee.2

All members of the Board should receive the following

monthly reports:

● an operating report showing sales by

species (in pounds and dollars) and a

breakdown of operating expenses. The
report should show the actual figures

compared with objectives and budgets

for the month and year-to-date.

● an exception report from the Vice

President Marketing showing any significant

deviations from the approved objectives

and budgets, explaining the reasons for

these deviations, and describing what

corrective action he is taking.

“ an aged inventory report showing inventory

by species, 0 to 6 months, 7 to 12 months,

1 to 2 years, over 2 years, and

● an aged accounts receivable summary show-ing

totals overdue and a list of customers who

are in arrears for major anmunts (over $10,000) .
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

...-
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3. MARKETING STRATEGY

It is obvious that marketing strategy must be changed from

time to time as market conditions and/or the supply

situation changes; however, we recommend that the Corporation

adopt the following strategies for the foreseeable future.

We shall list these strategies here and discuss them more

fully in later sub-sections of the report. It should be

noted that FFMC has already started to use some of these

strategies on its own initiative.

.1

.2

.3

.4

Make every possible effort to induce fishezmen

to increase the winter supply of fresh fish.

Concentrate on strengthening FFMCIS position

in the food service market segments in the

U.S. Mid-West and Canada, in order to increase

the volume of fish sold to these market segments

by approximately 10% and to continue to obtain

price increases each year.

Improve market coverage in all North American

market segments; increase the use of Field Sales

Representatives to call regularly on brokers,

distributors, wholesalers and end user customers.

Increase spending on advertising and promotion;

develop and implement advertising and promction

programs aimed specifically at the U.S. and

Canadian food service market segments.
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.5 Undertake a product improvement program

aimed at developing higher quality deboned

and boneless frozen fillets (Particularly

whitefish) for the restaurant and institution

trade.

.6 Continue to selectively increase selling

prices each year, but use a more flexible

approach to pricing (i.e. permit the Sal-es

Manager and his Sales Representatives to

vary prices within approved limits as demand

and supply fluctuate throughout the year) .

.7 Make more effective use of the Corporation’s

brokers; use them as a source of market

information and advice on marketing strategy;

involve them in joint promotional programs.

.8 Make a concerted effort to improve communications

with fishermen and to generally strengthen

the Corporation’s public image. (Note: We

consider public relations to be an important

aspect of the marketing function in its

broadest sense; thus we believe the President or

Vice President Marketing should assume

responsibility for planning and coordinating FR

programs) .

Appendix R consists of two sales forecasts for 1980/81 -

<–~~recast  A ii based on the assumption that 110 Changes  are

. . .
made, while Forecast B is based on the assumption that
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all the above recommendations are implemented. A

comparison of the two forecasts shows that the implementation

of the recommendations should produce a net revenue increase

of about $2.4 million by 1980/81.

4. SPECIFIC RECOMMENDATIONS

4.1 Inmue W-h.tu SuppLy o~ FKeAk FiAh

Our discussions with provincial and federal government

spokesmen, fishermen and others in the industry convinced

us that there are complex technical, biological, sociological,

and political problems involved in increasing the proportion

of fresh fish caught in winter. Nevertheless, we believe

that FFMC should take the initiative in doing everything

possible to gradually increase the winter catch by 10

percentage points (i.e. from the present 25% up to 35% of

the total catch) .

FFMC should proceed as follows:

.1 Develop much closer working relationships with

the provincial government and N.W.T. government

officials who are responsible for regulating the

catch in each province.
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.2

.3

.4

.5

Explain in detail t.o these officials what

is required and exactly what the benefits

will be to fishermen in terms of increased

payments.

Establish mutually acceptable annual targets

for increasing the winter catch in each

province and the N.W.T. over the next five

years.

Continue to offer the fishermen winter premiums

for those species which are required (mainly

whitefish) .

Ensure that the situation and annual targets

are effectively communicated to all fishermen,

and that they fully understand the benefits

that will accrue to those fishermen who increase

their winter catch.

In our view, this program can only succeed if provincial

governments support

winter quotas which

Finally, we wish to

represents the most

9
it fully and, where necessary, enforce ~

are not presently being enforced.

point out

promising

once again that this program

opportunity to increase payments

to fishermen in future years.
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4.2 S’ticngtluzn FFMC’A Pu~tion in -the Food Stivice Midzet Segmwt~

We see the need to identify and exploit a stable market

segment in which FFMC can sell gradually increasing

quantities of its products and increase its prices

annually. This is needed to dispose of the growing

quantities of fish that have been building up in storage,

and to gradually replace the traditional ethnic market

~ewent= which are starting to decline and in which there

is great resistance to price increases.

We have selected the food service industry (restaurants,

institutions and caterers) in the U.S. and Canada as the

most promising market segment on which to concentrate.

Our reasons are as follows:

.1 It is a large market segment. According

to the U.S. Department of Commerce, 60% of

all fish is consumed outside the home, i.e.

in restaurants, institutions and other places

served by caterers. There is little reason

to doubt that this holds true in Canada as well.

.2 It is a growing market segment. Both population

and the proportion of total f~od eaten outside

the home are increasing.
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.3 FFMC is currently selling a substantial

proportion of its total volume to this end

user market segment.

.4 It is far less costly to effectively advertise,

promote and sell to the food service industry

than to the retail food chain industry.

(Selling through the retail food chains

requires extensive mass media advertising

aimed at the consumer. By comparison, thorough

coverage of food service industry buyers can

be achieved by means of a modest advsrtisi.ng

program in a handful of trade journals.)

.5 We believe that if FFMC can strengthen its

reputation in the food service industry (as

a dependable supplier of quality products) it

will be able to achieve annual price increases

which would not be possible in other market

segments.

Most of the specific recommendations which follow are aimed

at strengthening FFMCIS position in the food service market

segments in the U.S. Mid-~Jest and in Canada.

4*3 Impaove L@kti Covwzge

We have already recommended an increase in the number of

Field Sales Representatives used by FFMC. This will permit

..-
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the use of two Representatives to cover the U.S. Mid-West

(and California) on a full time basis, and one representative

to cover the Canadian market on a full time basis.

These

funct

Representatives should perform the following main

ions:

● call regularly and frequentl>7 on FFMCrs

brokers and distributors to: train and

work with their salesmen; keep them

advised of product availability, price

changes and other developments,

● work with brokers and

FFMC promot~ons,

● call on key customers

broker or distributor

distributors on

(usually

salesman)

with the

, and

● gather and feedback market information

continuously.

Needless to say, a large proportion of the Field Sales

Representatives! time should be devoted to brokers and

distributors who cover the food service industry, and

to end users in the industry.
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4.4 lnazttie S’pend.i.ng on Acfvti.&g and Promotion

As stated earlier, we recommend that FFMC should spend no

less than 1% of sales (or about $250,000 per year) on

advertising and promotion. At least 75% of this amount,

or $190,000, should be spent on a series of programs

aimed specifically at the food service industry in the U.S.

and Canada. These programs should include:

.1 A series of hard-hitting advertisements

in the trade journals that go to restaurant

and institution management personnel.

.2 Preparation and circulation of two attractive

brochures written specifically for restaurant

and institution management personnel. and chefs.

.3 A series of high quality direct mailings sent

to selected customers and prospects. These
should be planned in conjunction with brokers

and distributors.

.4 A series of receptions for selected restaurant

and institution managers and chefs (staged in

collaboration with brokers and distributors)

at which FFMC products are prepared and served.

The specific goals of these advertising and promotion

programs should be to:

● make customers and prospects more keenly

aware of FFMC as a year-round, dependable

supplier of freshwater fish products,
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● emphasize the high quality of FFMC

products, and

● establish the belief that FFMC products
are distinctly different in taste and

appeal, thus should not be compared on

a Price Per pound basis with saltwater
fish products.

Finally, FFMC should engage tb.e services of a reputable

advertising agency to assist with the design and production

of advertising and promotion material, and the selection

of media.

4.5 Uncfw.tcdw a Paoduti ?mpfiovesnw.t  Ptory.am

We recommend a product improvement program in two phases

as follows:

.1 Upgrade the quality control function

throughout the plant to ensure that the

quality of all products shipped out is

imprctved and mai~tai.ned at a high level.

.2 Undertake the development of a series of

improved products for specific end ‘mers.

Start with the development of 4 - 6 oz and

6 - 8 oz frozen deboned and/or boneless

whitefish fillets suitably packed for the

restaurant and institution trade. Later,
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similar products should be developed

using other species, specifically

pickerel and sauger.

4.6 Sc&ctive&j ZnchcaAe Sdl.ing Pticti Each YuJL

We recommend the adoption of a more flexible pricing policy.

As stated earlier, the Vice President Marketing should set

price ranges for each product for the year ahead. Mo:s

specifically, he should set a minimum price and an average

price for each product. The average price should represent

the target to be achieved by the Sales Manager and Sales

Representatives; however, they should be authorized to sell

above the average price when possible, and below it when

necessary, provided they do not go below the minimum price.

As a general rule, the Corporation should attempt to increase

average prices each year by the estimated percentage increase

in the consumer price index; I however, there are certain market

segments in which it will not be possible to apply this

guideline, notably the market fol- fresh whitefish in sumfi,err

the smoker whitefish market and the gefilte fish market.
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We estimate that the consumer price

by 8% in the U.S. and 10% in Canada

index will increase

during FFMCIS next

fiscal year - 1979/80. We therefore recommend adoption

of the following pricing objectives for that year:

.

.

.

.

●

frozen processed products sold in th=

U*S. and Canadian retail and food service

market segments . . . . . . . 9% increase

frozen processed products sold in European

markets . . . . . . . . . . . 9% increase

all fseslh fish sold in the winter months

● .** .0..0 . . . . . . 9% increase

fresh fish, particularly whitefish, sold

in the summer months, should be offered for

sale at or above the average price achieved

in the

In the

blocks

summer months during the current year.

case of smoker whitefish and frozen

for the gefilte fish market, there

is great buyer resistance to price increases.

Nevertheless, we believe that FFMC should

attempt to negotiate a nominal increase

(say 5%) for the year ahead. The main goal

should be to obtain firm

principal buyers for the

predetermined price. It

I’FMC to offer the buyers

commitments fuom the

entire year at a

may be necessary for

some incentive s’~ch

—.—
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as a quantity discount in order to

obtain firm commitments. In the longer

term, FFMC will have to develop a more

cooperative working relationship with

the smoker whitefish and gefilte fish

processors in order to jointly exploit

the two market segments, and to avoid

confrontations of the type which occured

last year.

We cannot make specific pricing recommendations beyond the

next fiscal year; however, we believe that FFMC should make

every possible effort to obtain annual price increases which

are at least in line with the inflation rate.

Apart from obtaining market information from the brokers on

a continuous basis (through the Field Sales Representatives) ,

we endorse the suggestion made by one broker that FFMC

should establish a “Marketing Advisory Group” (MAG)

consisting of:

● the Vice President Marketing and the
Sales Manager representing the Corporation,

● a representative from each of FFMCIS U.S.
and Canadian brokers.

—
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I

The MAG should meet two or three times per year to: exchange

information and ideas; to give the brokers’ representatives

an opportunity to advise FFMC on marketing strategy; and to

plan specific promotional and other programs involving

FFMC and broker pers~nnel.

We recommend that a proportion of FFMC1s advertising and

promotion budget should be used in an effort to imprcjve

communications with fishermen.

In addition to the newsmagazine “Freshwater Countryn, the

Corporation should send all fishermen a simple quarterly

report showing results for the quarter and year-to-date and,

where appropriate, highlighting improvements over the

previous year.

The President {or Vice President Marketing) ~hol~~d include in his

plans for the year ahead a schedule showing when

meeting with fishermen’s groups will take place,

each ~.ajcr

and who will

represent FFMC. In our view, the Corporation should always be

represented at such meetings by two senior officials, preferably

the appropriate member of the Board and the President.

1
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Turning to the broader subject of strengthening the Corporationts

public image, we believe FFMC should issue a news release

whenever there is a newsworthy development (or achievement)

involving the Corporation. In addition, if and when the

Corporation is unjustly criticized in the media, top management

should take whatever steps are necessary to obtain equal coverage

of FFMCfs rebuttal or denial. If it becomes absolutely necessary,

we believe the Corporation should place paid advertisements

in the press to tell its side of the story and thus keep the

record straight.
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APPENDIX A

TERMS OF REFERENCE

Introduction

The Terms of Reference provided by the Marketing

Committee define the parameters of the study. We

agree w’ith these Terms of Reference and have included

them in subsequent paragraphs. The following statement

of objectives has been included as a supplement to the

Terms of Reference indicating the specific purposes of

tb.e study.

Statement of objectives

These objectives were extracted from, the document which

accompanied the Terms of Reference. They discuss the need

for the study and indicate specific goals which must be

achieved to ensure the success of the study.

The objectives are:

● to obtain an appreciation

foF fish h a r v e s t e d  in the

f o r  t h e  eztent of hhz market

Freshwater Fish Maz%ting

—.—.—.—
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These objectives can be met within the context of the

Terms of Preference.

Statement of the Terms of Reference

TO conduct  an e x a m i n a t i o n

Freshwater Fish Ma?ketiing

the Board od~ D&ectoi~s of

if ?equ-imd,  to recommend

o b j e c t i v e s  o f  the I’FMC.

of the total marketing operation of the

C o r p o r a t i o n  (FFMC)  with a vim to advis ing

*he adequacy

changes on a

O:  ppese~t  proceduws cmd,

p r i o r i t y  bcsis +9 atitcin the

2. The Fizm: To reviex the ,marketing ob~”ectivezs, procedures  and the

o r g a n i z a t i o n  employed  to implement  policies and attain  oh~”ectives

incZuding documentatwn of responsibili t ies and authority vestad

in the Board Gf DirGctGx,  Chairman and senior management as theg

zwZate t o  tha marketing  fuyction. Of pazzticxkr  c o n c e r n  is the

d i v i s i o n  o f  responsibilitiias betueen  the Boami o f  Directors ,  the

Chairman and senior management relative to the mrketing .Function,
-, , , -. ,zna the fiemee 50 un bc, a tit.&O& rdspmzm....Al, -,. ~ “- .“ 7 .“ t<es ma afjfiew~ ti~.“

? The i~d..~itet:c. 2’0 r-e-vizu tili=, StlTiCbJ_y’e  sd~ Tfi.e ~ZZWj&*3 ir.c Z+uG-ing ?+e

munber  of customers and geographic distribution. Of parti.wlcr

conce-zm is the performance of the FFHC in ncz”kt deve lopment  in

terms of penetration and segmentation of the Canadiin domeztic

market and the izternatimal  market.
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4. The Product: po ~eview the FFMC IS product  po~icy 2%!~atiVe

tio p~ices, inventory  cozt~ol,  quality,  share of the  market ,

product line sizes and growth, new p~oduct policy and product

the FFMC ‘S:

arrr the critez+a us~d  relatiive

to the sale of p r o d u c t i o n  or &he r~%ntion of

production in inventory

p?ofiles fop maJ”or cus tomers .

6. Promotion: To recieu the adequacy

cctivitiGs j PesoZ@c@s alk@Gted  t o

re?crting syctem cnd  o r g a n i z a t i o n .

of the F3’MC  ‘z product p~omotion

marketing and the sale~ info.zwlatioiz

Of particular concern is the
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APPENDIX B

APPROACH AND METHODOLOGY

We plan to conduct the study in three broad phases, using

the methods and techniques described below. V7e expect that

there will be some overlapping of these phases because each

will consist of several tasks which will be performed in

parallel, but ever varying periods of time. The three phases

are:

Phase I - Perscnal Interviews and Survey

in~-r.{i~t~s with a variety  of people concerned w-ith the

future cf the Corporation. The list of people includes:

● members of the Board of Directors

. members of the Advisory Committee

. members of senior management incluciing,
but not necessarily limited tc, the
President, the Gales Manager, the Field
Operations Manager, etc....

. members of the sales staff

● brokers representing the E’FMC

● customers including large and small buyers
of FFMC products

. ~epresen:atil-es  of the prd-ucers, possibly
thrcugh the Inland Commercial FislierinenlZ
~Asscciation

. r~presen~~tiv~s  of t:he provincial agencies
whose mandates give them authority to regulate
seasonal and individual quotas, duration of the
harvest period, etc.... and whose attitudes and
decisions have an impact on the marketing operation
of the Corporation.
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The purposes of

● to receive
interested
indirectly

- 2 -

. ..:
these personal interviews are:

input from a wide variety of
parties who are directly or
involved w-ith the marketinq

of freshwater fish products

● to develop a basic understanding of the
roles of the Board of Directors, the
Chairman, the President, the Sales Manager
and the sales personnel and their inter-
relationships and influence in the marketing
operation of the Corporation

● to examine the results of the current marketing
programs of the FFMC in order to assess the
impact of these programs on the producers and
customers

These interviews will be performed by qualified members of

our project team. These consultants will use interview

guides specifically prepared for each group of subjects.

Upon completion of these interviews the results will be

compiled and consolidated. Preliminary conclusions can

then be developed concerning the environment and effective~.ess

of the marketing operation of the Corporation in the

domestic and international market place. It should be noted
that the overseas agents of the l?FMC will be contaCted ~Y

long distance telephone and if further infOrMatiOXl is

necessary? written req’~ests, prepared by the project te~m,

will be sent tc them.

We plan to

interviews

customers,

supplement the information obtained during these

by means of two mail surveys, one covering

the other covering pxcducers: Each of these

—
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surveys will be conducted by means of questionnaires

which ask the respondents to reply to a series of questions

pertaining to their operating relationships with the

Corporation. The customer questionnaire will also contain
questions which will examine the perceived quality of

product and service provided by the FFMC and its brokers.

Our experience with similar surveys indicates that we can

expect to receive between a 20% and 40% useable response.

As a result, our survey sample will have to be large enough,
(possibly 150 to 250 pieces) to be statistically sound and

representative of the groups surveyed. The information
.-.

provlcec by these surveys will be used to further validaca
the ,Preliminary conclusions derived from the Personal

interviews.

At the conclusion of this phase of our work

developed an accurate profile of conditions

place as perceived by:

● the Producers

we will i~ave

in the market

● the Provincial government agencies

● the FFMC management, staff and agents

o the Customers

The results of this type of research are invaluable whsn

attempting t. ~,naiyze ~,nd interpl-et the causes ~f ma.rk=tir.g

problems wit12i22 any organiza,tio.n or indusLry.

In order to have a full understanding of the market, it is

necessary to examine it from a quantitative viewpoint. This
examination will be carried out in the next phase of the

study.

—
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Phase II - statistical  Research and Ar.alysis

The activities of the preceding phase will result in a

comprehensive examination of current operating conditions

and the impact of the operational relationships within

the Corporation and its sphere of influence. In Phase II
we plan to extend the limits cf our research to include

the domestic

potential to

our research

analysis

by:

.

.

.

.

.

.

the

the

and international markets which have the

absorb the production of the FFNC fishermen.

into these markets will be based upor. an

of statistical data and othec inforiaation supplied

Corporation

Freshwater Institute, Fisheries and llariae
Services

Provincial qoverrunent  agencies

State and Federal government agencies in the U.S.

Statistics Canada

Private research aqencies, such as the l+iaclean
Hunter and Southan-Market- Research bureaus.

Our approach will be to obtain and scrutinize data from

these sources, in order to establish supply and demand

volumes, patterns of seasonality, product preferences,

pricing structures, etc... ‘l’his ‘Nill enable us to identiiy

opportunities to expand the Corporation’s sh.ax= of nzticnal

and international markets and, if possible, ider-++y----
opportunities to develop Inarkets for “coarse” fish species.
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When either of these opportunities have been identified

on the basis of statistical data, we will begin a

preliminary investigation of the current conditions in

each market segment to obtain further information on

the demand, pricing and current supply situation for the

various species. In this instance, we plan to use long
distance telephone as the communications medium. We will
request supporting documentation as necessary.

We plan to continue these preliminary investigations cnly

uxitil we have obtained enough information tc er.able ?2s tc
develop conclusions on the probable succsss of th.a FFIf~

products ir. each market segment. AS a result, cur
subsequent recommendations on the development of new xazket

segments will be based on more than statistical data, ar.d
will in fact reflect actual operating conditions.

After having completed the statistical research and analysis

and other relevant research, we ~Ji~l consolidate our findings

and develop an accuzate outline of the domestic and

international

At this point

move into the

Phase III -——

markets.

we will have completed our

final phase of the study.
research and will

We plan to review our findings and preliminary conclusions,

consolidate and refine all available data, and develop

final conclusions and recommendations, prior to drafting

our report.
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L
t Our project team will draft a report which will present;

the results of ouz study under seven major headings,
,

corresponding to the key items in the Terms of Reference:

1 . The Industry

2. The Firm

3. The Market
J. . The Product

5. Distribution

6. Promotion
7.0 Pricing

In our ~e~ort we will address the poir.ts specified in

the Terms cf Reference under each of these headir~.qs. Oor
Recommendations will be inciuded in a separate section .cf

the report. Each recommendation will relate to a specific
point mentioned in the Terms of Reference. Vie will prepaze
a draft report and present it to you for your review, prior,,
to the conclusion of the assignment. We plan to meet with
you to discuss this d~aft and to make any changes in wording

or emphasis which you deem necessary. Foliowing the meeting,
We will prepare a final version of our report and submit

it to you.
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LIST OF PERSONS INTERVIEWED
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LIST @F PERSONS INTERVIEWED

D I RECTORS

J. G. McFarlane

Wm. G. Brese

D. Cauvin

J. D. Nicholson

D. M. Stewart

P. Carrie~e (by phone)

E. Valgardson

SPECIAL ADVISORY GROUP

R. Kabaluk

M. J. Paetz

C. A. Bennett

Manitoba

Alberta

Manitcba

Alberta

Northwest Territories

Saskatchewan

Manitcba

Manitoba

Alberta

Northwest Territories

PROVINCIAL & FEDERAL GOVERNMENT OFFICIALS

Hon. Ken 1~.zMaster,
~Iinister Gf Northern Affairs
Minister of Renewable Resources and

Transportation Services Governmeilt of Manitoba

W. A. Klassen,
Director of Resources BranCh

L. Ringham
Assistant Deputy Minister
Dept. of Nat-ural Resources Ontario

G. E. Cooper, Parkland Regional
General Manager Development Inc.
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BROKERS/CUSTOMERS

H. Ackerman,
Bell Fish Co.

A. Messing,
Max Messing & Co.

S. Suttenberg
Montrose Smoked Fish. Co.

J. Brownstein
Acme Smoked Fish Co.

M. Nash
I. Rokeach & Sons

M. Rabinowitz
Union Fisheries

L. Vitale
Los Angeles Smoking & Curing Co.

V. de Corpo
International Pacific Seafoods Inc.

W. Merry
Merry Fish Co.

R. Anderson
West Coast Foods

M. Kotok
Kotok & Heims Corp.

E. Kulber
State Fish Inc.

c . Young
Euclid Fish CO.

S. Mendese
Fulton Fish

E. Davis
Jackie Davis & Sons

New York

New York

New York

New York

New York

New York

Los Angeles

Los Angeles

Los Angeles

Los Angeles

Buffalo

Cleveland

Cleveland

Cleveland

Cleveland
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A. Frohman
L. H. Frohman & Sons Inc.

H. Gorelick
Union Randolph Fish Corp.

J. R. Kornblatt
Pick Fisheries Inc.

C. Metsakopoulos
Chicago Fish House

B. Kozloff
Ben Kozloff Fisheries Ltd.

Superior Fish (by phone)

L. Davis
United Fish Distributors

M. Miller
Hamilton Fish Co.

L. Lowell
Salasnek Fisheries

D. Halpern (by
Standard Fish

W. J. Franks
Juhl Brokerage

George Baldwin
Juhl Brokerage

L. P. Bialick

phone)

Inc.

Inc.

American Fish & Seafood Inc.

W. Long
Continental Minnesota

OTHER U.S. INTERVIEWS

Griedl Fish (by phone)

Schwarz Fish (by phone)

Chicago

Chicago

Chicago

Chicago

Chicago

Chicago

Detroit

Detroit

Detroit

Detroit

Minneapolis

Minneapolis

Minneapolis

Minneapolis

Oshkosh, Wisconsin

Sheboygan, Wisconsin
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R. Bentley
Clouston Foods Toronto

R. Robilliard
Clouston Foods Montreal

R. Consigny
Quebec United Fishermen Montreal

iM. Waldman
Waldrnans Fish Co. Ltd. Montreal

R. McGavin
Booth Fisheries Winnipeg, Manitoba

G. Offerwitz
Independent Fish Co. Winnipeg, Manitoba

We also visited several retail fish outlets and chain stores

in the U.S. and Canada

EUROPE

M. Cleron (by phone)
I. Legrand, H. Malo et Cie

K. Juuranto (by phone)
Lejos Oy

B. Sjostrom
Maim & Stahl Aktiebolag

FFMC STAFF

P . Moss
Chairman & Acting President

T. Dunn
Vice President, Finance

R. Brooker
Sales Manager

France

Finland

Sweden

B. Denchuk
Sales Coordinator, Fresh Fisn
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B. Johnson
Sales Coordinator, Frozen Fish & Europe

A. Drobot
Field Operations Manager

H. Shale
Traffic/Purchasing Manager

J. Bodnar
Zone Manager, The Pas

D. Admiral
Cost Accountant

C. Fudge
Controller
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APPENDIX D

1.

INTERVIEW GUIDE
AUGUST 1978

What quality of each specie/product do you buy from FFMC?

2 . Do you buy these species/products from any other sources?

If SO, what other sources? Could you estimate what proportion

FFMC supplies of your total purchases of each specie/product?

Does this proportion vary throughout the year? why?

3 . Could you estimate the total end user market in this area

for these species/products. Who are your competitors?

4 . Does FFMC fish compete with saltwater fish and seafood?

Which saltwater products? Where in the market place? How

is your business divided between saltwater and freshwater

products? Do you handle any non-fish products?

5 . Would you describe what happens to FFMC’S fish once it

reaches you? Who are your largest groups of customers?

Are there any others? What do they do with the fish? Could

you estimate what proportion of sales are made to each major

customer category? Does the same pattern of distribution

hold true for other freshwater and for saltwater products?

6 . What prices are you currently paying for FFMC fish? Do these

prices fluctuate throughout the year? When and why? How do

FFMC prices compare with those of other suppliers?

7 . What has been the trend in prices? (check FFMC’S own

statistics) What are customers reactions? What has been

+fie effect or v-olume?
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8.. Have your purchases from FFMC increased or decreased (check)?

Why?

9 . Are you satisfied with the physical service (availability,

reliability) provided by I’FMC? How does it compare with other

suppliers? Are FFMC’S promotional efforts satisfactory?

How often do they contact you? Do you receive adequate support?

10. Have you experienced problems with the quality of FFMC’S

fish? What are the problems? How common are they? What is

the extent of claims on the FFMC relating to quality? How

does it compare with other suppliers?

1 1 . Are there any freshwater fish products which you need and which

could be supplied by the FFkiC? Have species like mullet and

carp been tried in this area? Can you think of possible

markets for this fish?

12. What could FFMC do to increase its sales in this a~ea/elsewhere?

Have you explored this with FFMC? Could you specify species,

form, prices, likely volumes?

13. Do you have any general comments about the FFMC - their

products, service and market potential?
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KEY TO DISTRIBUTION CHART

Brokers/Agents sell fish on behalf of the Corporation in

their individual geographical regions. They do not purchase

the product but receive a commission (3%) based on sales

value. They use a sales force to sell to large distributors,

institutions and retail chains. The broker/agent handles

only frozen fish and processed products.

Processors buy frozen fish directly from the Corporation, and

through processing, change it into a canned\’smoked/breaded

product which is sold to distributors, retail chains and

institutions.

Distributors/Wholesalers buy the Corporation’s fish for the

purpose Gf reselling it in substantially the same form. (They

may fillet and debone it for a particular end - user market) .

Fresh fish is bought directly fr~m the Corpczation; frozen

and processed fish is bought through the local broker.

The distributors sell to the retail and food service trades.

~dhen tAhey sell to large institution= and retail chains, t~he~’

may co!mpete with FFMC, selling thrcugn the local broker. :!cst

cf FF14C’s distributor custcmers hendle only fish and related
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products. There are some distributors, and a growing number,

who market a whole range of food items particularly to the

larger institutions and retail chains.

The wholesalers are generally of a smaller size than the

distributors and they cover a more restricted geographical area.

Many operate a retail outlet and may buy fish from a distributor

rather than directly from the Corporation, because cf the small

quantities ordered.
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ANALYSIS OF INVENTOR’f  LEVELS BY MAJOR SPECIES
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ANALYSIS OF INVENTORY LEVELS BY MAJOR SPECIES
1 9 7 4  T O  1 9 7 8
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ANALYSIS OF FFMC PERFORMANCE
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ANALYSIS OF PRODUCT PRICING

1 9 7 4  - 1 9 7 8  (FISCAL YEAR) BY S P E C I E S
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ANALYSIS OF AGE OF MAJOR ITEMS IN  INVENTORY (000 LBS)

AS AT AUGUST 31,  1978

AGED * AVERAGE ANNUAL
SALESFORLAST
5 YEARS ENDING
APR. 30/78

I MAJOR SPECIES AUG. 31/78
6-12

MONTHS
12 MONTHS
AND OVER

1

I WHITEFISH

2,660

1,149

673

808

5,290

295

541

105

261

130

26

522

4

236

546Smoker

i
Export (frozen)

Continental (frozen)

I
Processed

TOTAL WHITEFISH

1,792

1,975

823

2,624

7,214

145

315

12

1,018

I PICKEP.XL

Frozen

I Processed

TOTAL PICKEREL

4

56

60

714

1,628

2,342836 240

NORTHERN PIKE (frozen & processed) 230 9——
3—— 3,994

t

SAUGER

! Frozen

Processed

I
TOTAL SAUGER

798

771

1,569

325

452

777

25 610

897

1,506

218

243

I TROUT (frozen & processed) 337 41— 4 663

8,933I TOTAL INVENTORY (all species) 1,692 1,448

* Excludes Fresh Fish Sales

II Thorne
Rlddell
Associates Ltd,
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CASE HISTORY ILLUSTRATING THE CONSEQUENCES OF

A N  I N F L E X I B L E  P R I C I N G  P O L I C Y
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CASE HISTORY ILLUSTRATING THE CONSEQUENCES OF

A N  I N F L E X I B L E  P R I C I N G  P O L I C Y

In 1975\76 the production of smoker grade whitefish was considered

to be of excellent quality. The FFMC sold 2.2 million pounds to

processors of smoked whitefish in the U.S. at an average price of

764 per lb. Inventory of smoker grade whitefish (including “lights”!

as at April 30, 1976 was 8,400 pounds.

The quality (size and fat content) of smoker grade fish deteriorated

in 1976/77 - the fish were smaller and of lower fat content.

Despite this, prices were increased to yield an average of !33’$

per pound for the year - an increase of 10% over 1975/76. Sales

volume went down by 670,000 lbs. to 1.5 million pounds - a decrease

of 30%. Inventory

during the first 2

The quality of the

sales remained low

end of 1977 prices

to 90~ per lb. for

at April 30, 1977 of 341,025 lbs. was sold

months of the new fiscal year.

fish remained inferior in the 1977/78 year and

through the early part of the season. At the

wers increased again, by 54 per lb. from 85$

Lake Winnipeg “medium”. The processors ~gnmed

the increase and purchased 1.7 million lbs. of fish for the year -

an increase of 12% over 1976/77. The average price realized by

the FFMC aftsr end-of-year adjustments, was 76~ per lb. 11111.e

inventory at April 30, i978 was one million pounds.

The processors bought throughout the season, certainly in the eacly

part, on the basis of a price of 854 per lb. However, after

end-of-year adjustments were finalized, they ended up paying only

76~ per lb. It is our firm impression that if the list price at

the beginning of the season had been 75~ per lb., FFMC would have

sold more smoker grade whitefish.
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The processors, we visited, were adamant in their view that they

would have purchased more fish (one specified 20-30% more) if

prices last year had been more in line with fish quality.

The price has since been reduced to 65~ per lb. and at August 30,

1978 there was still approximately 550,000 lbs. of old stock in

inventory, which has been held in storage over 12 months at a

cost-to-date of approximately 12+ per lb. As a result, the actual

return on the current sales of old stock is roughly 53~ per lb.

- more than 304 per lb. below the prices charged during the

1977/78 season and more than 20~ per lb. below the price at which

we believe a good proportion of the stock could have been sold

during the 1977/78 year.

The processors are currently buying old stock as required, but

the trend has disturbing implications for the remainder of 1978/79.

The opening inventory was 1 million pounds; landings have

historically varied between 2 to 2.5 million pounds and tihe most

sales ever earned in one year was 2.2 million pounds in 1975/76.

I STATISTICAL SUMMARY OF SMOKER SALES AND INVENTORY
I

AVERAGE I YEAR-END
yEAR SALES PRICE/LB INVENTORY

’000 LBS. $ ‘()~() LBS.

1975/76 / 2 , 2 1 1 - 5.t I 8
f

1976/77 , 1,542 . 8 3 I
I 341

1!377/78 1 , 7 2 8 . 7 6 1,004 “
t I4
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APPENDIX K

ANALYSIS OF INVENTCRY HOLDING COSTS

MONTH

MAY

JULY

AUGUST

SEPTEMBER

OCTOBER

NOVEMBER

DECEMBER

JANUARY

FEBRUARY

MARCH

APRIL

TOTAL COSTS

AVERAGES

HOLDING COSTS ($)

1976/77

47,500

54,000

76,500

77,000

97,000

123,000

104,000

104,000

94,000

77,000

67,000

49,000

970,000

80,833

1977/78

40,000

76,000

97,000

109,000

122,000

157,000

162,000

143,000

126,000

125,000

102,000

98.000

1,357,000

113,083

INVENTORY POUNDS

1976/77

4,913,318

6,536,129

7,387,058

8,472r819

10,808,092

11,580,794

10,834,442

10,092,895

8,749,868

5,721,906

4,893,100

3,925,034

7,826,288

1977/78

3,559,418

6,190,180

7,868,274

9,8C4,746

13,471,293

14,646,914

13,970,681

13,673,928

12,187,609

10,438,788

a,929r817

6,196,043

10,078,141

AVERAGE PER C.W.T.

1976/77

.967

.826

1.036

.909

.897

1.062

.960

.970

1.074

1.346

1.369

1.24S

1.033

1977/78 ($)

1.124

1.229

1.232

1.112

.906

1.072

1.160

1.046

1.034

1.197

1.142

1.5~2

1.122

,
I

i
I
1

I

I

J

INCREASE 1977/78 AVERAGE GVER 19?6177 AVERAGE +8.64

HOLDING COSTS INCLUDE:

.

.

.

.

Interest on average monthly inventory using weighted average interest rate
on working capital loans.

Insurance - monthly amortization of 3 year term insurance policy ncte.

FFMC Cold Storage (including handling)

Outside Cold Storage (including handling)
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A? PENDIX  L

ANALYSIS OF AGED ACCOUNTS RECEIVABLE

DESCRIPTION

TOTAL ACCOUNTS RECEIVABLE ($)

(%)

CURRENT ($)

(%)

30 DAYS ($)

(%)

60 DAYS ($)
(g)

90 DAYS ($)
(%;

DECEMBER 1977

2 , 7 0 1 , 0 9 5

1 0 0

1 , 6 8 4 , 3 6 5

62

5 2 6 , 3 0 1

2 0

~07,80fj”

8

2 8 2 , 6 2 3

1 0

APRIL 1978 JULY 1978 I
3 , 7 3 5 , 2 7 2

1 0 0

2 , 5 1 6 , 1 2 8 i
67

6 6 3 , 6 7 8

1 8 i
2 9 8 , 9 2 0

8

2 5 7 , 3 3 8

7

2 , 9 1 7 , 1 6 0  /

1 0 0

2 , 1 4 2 , 5 6 9

73 ,

397 ,621  ,

1.4 I

2 9 0 , 2 5 3

iO
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ANALYSIS OF CREDIT NOTES

YEAR ENDING APRIL  30,  1978

DESCRIPTION

PRICE ADJUSTMENTS, overcharges

PRODUCT SWITCH, wrong product shipped

SHORT SHIPPED, weight shortages and losses

BAD PRODUCTS, poor quality, product unsatisfactory,

damaged, spoiled

QUANTITY DISCOUNTS

FRZIGHT ADJUSTMENTS

PROMOTIONAL ALLOWANCES and SMILES

OTHER, cancelled invoices
TOTALS

NO.

132

1 0 9

1 0 5

1 6 4

5 0

3 6

2 1

1 8

6 3 5

193,109

I

4 , 4 4 2 i

4,524 I
I

3,44s
I

2 5 8 , 3 4 6  ~
I

——.—.— ..-
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APPENDIX N

ANALYSIS OF FFPIC MARKET  S E G M E N T S

The quantities of freshwater fish sold by the FI’MC in the Canadian

and U.S. Markets have remained constant over the past five years.

The volume sold in the U.S. has varied between 12 and 13 million

pounds over the period. The most significant trend has been the

steadily increasing volume of pickerel sold (from 3 million lbs 1P.

1973/74 to 4.5 million lbs in 1977/78) . Whitefish anti northern pike

have remained constant, while sales Gf sauger have fallen off

markedly in the past two years. (This analysis excludes sales C:

specialty products such as smoked whitefish, gefilte fish and

petfood) .

In Canada the volume has varied between 3 and 4 million lbs Gf

freshwater fiSh - the most significant detail being the recent

growth in the sales of frozen round ~ullet.

sales to Europe have sho~.n a significant increase from 1.9 mil~iOn

pounds in 1973/74 to 5.1 miilion pounds in 1977/78. The total fcr

1977/7S is primarily compzised cf whitefish to Finland (2.3 ~ 15s) t

northern pike to France (1.3 mm lbs), m*~Llet to the U.K. (1.0 mm lb=)

and trout to Sweden (0.4 mm Ms) .
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The FI’MC has been experiencing some difficulty obtaining increasing

returns from the gefilte fish and smoked whitefish processors.

There has been a basic disagreement over the issue of prices and

the ability of the market to pay increases at the retaii level.

These processors remain the principal purchasers of cutter and

smoker grade whitefish.

It is difficult to make generalizations about the market segments

except to say that freshwater fish is purchased by special interest

groups - by ethnic groups such as the Jewish, Polish, mid-western

black people, certain European groups, and by people in areas where

species like walleye, jacks, trout and sauger are caught for sport.

Furthermore, freshwater fish has net achieved the universal

acceptability possessed by many of the saltwater species. Indeed

we believe that the pursuit of comparable acceptability would be

extremely cGscly a~d pzobabl~” an uneconomical undertaking for FFMC.

We shall now describe each market seYgment in greater detail. A

bzeakdown of ths velumes sold in each segment (1977/78) is prGvided

at the end of this Appendix (Exhibit 2) .
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1. NEW yo~ FRESH FISH MARKET

New York represents an almost exclusively Jewish market for

the FFMC. The Corporation sold 1 million pounds in 1977/78

to three wholesalers (one is also a distributor and retailer)

located in the Fulton Fish Market. These wholesalers resell

to retail fish outlets servicing the Jewish community and to

a lesser extent the food service outiets - restaurants/ hotels,i

caterers.

.

The Fulton Fish Market is a pale shadow of its former self. A

number of factors, including the decline in traditional Jewish

values, the arrival of commercial processors of gefilte fish

and the actions of the lccal government regarding health

standards, have brought this about.

For these and other reasons FFMCIS sales to this market segment

have decreased markedly over recent years. Purchases by the two

wholesalers we interviewed had declined by 400,000 lbs over the

last three years to a level of 680,000 lbs in 1977./78. The fish

are predominantly fresh whitefish (315,000 lbs) and yellows

(190,000 lbs) and to a iesser extent jacks and mullet.
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The wholesalers whom we interviewed expressed a number of

specific concerns. FFMC’S prices during the summer months

at about 654 per lb for whitefish are lo-~o~ above the

price of Great Lakes whitefish. (The dealers buy freshwater

fish from some 40-50 independent fishermen on the Great Lakes) ●

The FFMC fresh fish are of inferior quality during the summer
-.

months because of the distance travelled and the high temperatures. ~
)

The Corporation’s fish are simply not competitive during these

months and its prices are not close

prices to induce the wholesalers to

During the winter months and around

price is less of a problem, but the

quantities of fresh fish required.

felt that during times of scarcity,

enough to the Great Lakes

keep buying.

the religious holidays,

FFMC cannot deliver the

Furthermore, the dealers

they do not receive their

fair share of what is available. There are also more minor

complaints relating to crushed cardboard cartons and improp=

icing.

FF14C is the sole

months its share

supplier in the winter months; during the SUmmer

of the market drops below 20%. The dealers

—J. ., ’.., ,.. -
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U , S , MID-WEST PURCHASES BY CUSTOMER AND STATE

E X H I B I T  1

(i) MAJOR Us. FISH PROCESSORS AND DISTRIBUTORS AND TOTAL PuRcHASES

CUSTOMER

Greidl Fish
Salasnek Fisheries
United Fish
State Fish
Pick Fisheries
Schwarz
Superior  Fish
Randolph Fish
pen KczLoff
Weste_rn Fish
Standard Fish
North West Foods

LOCATION

Oshkosh, Wisconsin
Detroit, Michigan
Detroit, Michigan
Cleveland, Ohio
Chicago, Illinois
Sheboygan,  Wisconsin
Chicago, Illinois
Chicago, Illinois
Chicago, Illinois
Detroit, Michigan
Detroit, Michigan
Detroit, Michigan

RETAIL/
FOOD

SERVICE*

70/30
35/65
20/80
40/60
20/80
60/40

loo/-
NA
20/80
NA
70/30
NA

* Based on rough estimate by customer

(ii) TOTAL PURCHASES By .~JoRu.s.  STATES IN 1977/78

STATE

Michigan

Illinois

Wisconsin

Minnesota

Ohio

Iowa

POUNDS PURCHASED
1977/78

914,700
699,300
659,)00
497,800
487,300
461,500
451,600
448,100
428,900
384,?00
327,600
326,400

6,086,900

1977/78
MM LBs. PURCHASED

3.1

2.8

1.5

1.2

1.0
0.5

10.1 Million Lbs.
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estimated that over a full year FFMC supplies about 30% of

the freshwater fish purchased. Based on their advice that

summer consumption is traditionally low, this figure would

appear to be conservative; however, it is apparent that the

FFMC could increase its sales by at least 50% to the market

(at good prices) if it could produce fresh fish when it is

required during the winter and around the two major Jewish

holidays. The principal species are export whitefish and

pickerel.

2 . U.S. RETAIL AND FOOD SERVICE MARKETS

BACKG?WUN27

The Corporation’s traditional market in the U.S., (excluding

New York) , is located within a

Great Lakes. 90% of its sales

major urbar. areas of Michigan,

radius of 200 miles of the

to the U.S. are made in the

Illinois, Wisconsin and Ohio

(see Exhibit 1 opposite) . Whitefish and pickerel are the

main species sold by FFMC, followed by sauger, pike and lake

trout. More specifically, markets are found in areas where

there are large concentrations of people whose traditional

diets have included freshwater species - Jewish, Blacks,

Scandinavian and mid-European people - and where the species

are fished by

determined by

market.

sport fishermen. The mix of species sold is

the dominant characteristics of the particular
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MRKET STRUCTURE

Twelve major fish distributors and processors purchased 60%

of the 10 million pounds of fish sold by the Corporation in

this area in 1978; (see Exhibit 1); 24 companies account for

80% of the purchases. Fresh fish (55%) is purchased direct

from the FFMC while the remaining frozen and processed fish

is purchased thrcugh brokers who have mutually exclusive

territories. The proportion of whitefish purchased fresh (70%)

is much higher than for other species. .Mr. Bill Bush, F??MC’S

resident Sales Representative, services customers in certain

areas in which the FFMC does not have a broker, such as Cleveland

and Detroit.

CUSTOMEPS

We visited several of the large customers in this area as well

as some smaller ones. Generally speaking, their businesses are

either oriented towards the food service trade or towards the

retail trade. We found that, in total, sales of the 12 largest

customers were split evenly between the two trades (see Exhibit 1) .

This breakdown should be contrasted with information supplied

by the U.S. Department of Commerce which indicates that 60% of

fish consumption occurs “away from home”. In many cases FFMC’S

fish is processed, for example, into butterfiy fillets for sale
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in a particular market. Freshwater fish constitutes 10% to

15% of the distri.butorsi business; the rerrtainder being taken

up by saltwater fish and seafoods.

BROKERS

We were impressed with the calibre and competency of the

brokers acting for the FFMC in this area, namely Juhl Brokerage

(Minneapolis) , L. H. Frohman (Chicago) and Kotok & Heims (Buffalo).

They appeared to be well organized and to have substantial

sales forces, generally split into retail and food service

departments. FFMC’S products constitute a very small proportion

of their respective businesses. Their main point of concern was

that the Corporation did not take advantage of the sophisticated

marketing services offered by their companies. We shall discuss

their more specific comments shortly; however, it is clear that

other suppliers, principally of saltwater species, have made large

inroads into growth segments of the market, by making much better

use of the brokers’ services.

PRINCIPAL OPPORTUNITY AS VIEWED BY THE JIARKET

At present the main thrust of FFMC’S selling effort is on fresh

fish through its traditional customers to the public, to retailers

(specialty shops or supermarkets with “Fresh Fish” counters) and

to restaurants which serve fresh fish. Freezing and processing

is regarded by FFMC as a second alternative if the price for

—
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fresh fish drops below a certain breakeven point. It was

tlhe central thesis of several customers, and certainly

all the brokers, that the fresh fish market was small (20-30%

of total) and declining,

taking place in the food

outgunned in this market

and that the significant growth was

service industry. FFMC is simply

by a number of other aggressive

suppliers whose success can be attributed to imag

merchandising which:

inative

● educates the food service user in

how to handle, prepare and serve

the products

● stimulates a demand at the consumer

level

● creates a positive, almost exotic

image for their products

Furthermore, the suppliers were able to maintain a continuous

supply of products of a consistent quality.

In this environment

managed to maintain

It does explain why

it is perhaps surprising that FFMC has

a constant level of sales over the years.

FFMC’S price increases, which with the

—.— ...—
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increases, have not been dramatic, have

resistance. First FFMC’S market has not

increased, in fact demand may even have decreased.

the FFMC has not given the customer a reason to pay

Secondly,

more. On

one hand Great Lakes fish continues to be cheaper during the

summer and on the other hand saltwater species (Icelandic,

Nefco, Highliner, etc.) and freshwater species from Omstead

receive heavy marketing support which in part justify their

prices.

The brokers and customers consider that entrance into the

retail market on this basis would be too costly fcr the FFMC.

There are millions of potential buyers who would have to be

reached with expensive media advertising and promotion. In

the food service trade the number of buyers is comparatively

few.

GENERAL COJMEN73

We also received comments on pricing policy, continuity of

supply and quality control. Although customers have a high

regard for individuals in the Corporation, it is remarkable

how much ill-feeling the Corporation as a whole has generated

amongst long-standing customers. This ill-feeling inhibits

.—
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both the development of the working relationships required to

implement proposed marketing strategies and the Corporations

ability to increase prices.

The pricing policy is considered too rigid and unresponsive

to market conditions. It does not reflect the fact that

freshwater fish is positioned 4th as a preferred source of

protein for customers - lying behind meat, poultry and saltwater

fish and seafood. We were told that FFMC’S prices should reflect

the positioning until such time as effective marketing can

change it. The price increase of sauger fillets was continually

mentioned. Often FFMC prices are higher than those of the Great

Lakes competition, e.g. FFMC pike fillets were wholesaling for

$2.29/lb while Great Lakes breaded pike fillets (Moore’s) were

wholesaling for $1.83/lb. From the viewpoint of the food service

trade, these two products were considered to be in direct

competition with one another. With respect to fresh fish, as in

New York, FFMC’S return could be considerably improved by

producing more fish in winter when it has virtual control of

the fresh market.

Regular customers are often not able to purchase certain sPecies

or products from the FFMC (it was felt this resulted from FFMC’S

“fresh fish” orientation) . Consequently there is little “brand”
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loyalty towards F?MC’s products; opportunities are being created

for competitive suppliers, eg. pike from Europe; and some

traditional freshwater fish restaurants are switching to saltwater

species because of the good demand, low price and continuity

of supply.

Several customers complained that they received fish with improper

icing and supposedly descaled and deboned products with scales

and bones. In addition, frozen fish were often so heavily glazed

that the fish was unrecognizable. There was also a variation in

the size of fish packed in one container. A majority of the

people interviewed voiced the complaints. In many instances

the customer himself takes steps to remedy the problem, eg. by

scraping off the remaining scales cr by removing sections with

freezer burns. Thus the extent of the problem is not

illustrated by the level of credit notes ($82,000 in 1977,/78)

which relate to product quality. We concluded that there is a

definite riced to make further improvements in quality. ,,;/
11

LOS ANGELES

The FFY.C has just appointed a broker far frozen fish products

in Los Angeles. He is currently selling bulk packs of frozen
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whitefish fillets (20-30,000 pounds/month) for distribution

through specialist distributors to the restaurant trade. As

in the mid-west, his concern is that he cannot combine properly

with the FFMC to form a more positive force in the market place.

He has strongly recommended the introduction of a fully debcned

whitefish fillet into the Los Angeles market. He appreciates that

costs are initially a problem., but quite rightly believes that

some money should be spent on market development if FFMC intends

to compete in the market. He has recommended a selling price of

$2.60/lb for the deboned fillets. Icelandic cod sells for $1.601’].b.

We understand that FFMC is proposing to send two carloads on

a trial basis.

The broker feels that he loses credibility in the market by

not handling fresh fish (as elsewhere, it is handled direct) .

However, he recognizes that he should earn this account based

on his performance with the frozen product. Unfortunately, he

feels powerless to do much more for FTMC’S fish products without

more support in terms of merchandising and the introduction of

a market~le item. At present, FFMC is only scraping the surface

of what is potentially a large freshwater market because of the

—
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presence of ethnic groups (Jewish) and sports fishermen. Two

customers mentioned that they would buy fresh whitefish if it

could be arranged through a local broker~ but that they were

not prepared to go through the hassle of long distance arrangements

with the FFMC.

3. CANADIAN RETAIL AND FOOD SERVICE MARKETS

The Corporation sold 4 million pounds of fish in Canada in

1977/78 . (This excludes 900,000 lbs of lake run mullet @ 10$/~b

and 1.8 million lb of culls and offal @ 5-6@/lb) . A breakdown of

sales by province is not readily available from the sales

statistics,

distributed

and Quebec.

but it appears that the 4 million pounds were evenly

amongst the provinces of Alberta~ Manitoba~ ontario

FFMClS sales in Manitoba included 290,000 lbs which

went to three national distributors (Booth, Independent and

Neptune) , who resold a portion of this amount outside the province.

Despite distributor shipments out of Manitoba, fish conswpticn

in both Alberta and Manitoba is running close to one pound of

FFMC freshwater fish per capita - a level higher than that

experienced in the U.S. mid-west and elsewhere in Canada.

—.. —— .
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In Montreal and Toronto the brokerage firm of Clouston Foods

acts on behalf of the Corporation for frozen products only.

Fresh fish (35% of total) is sold direct to fish distributor/

processors - some of whom also have retail outlets. In the

mid-western provinces all sales are made direct to distributor/

processors and retail chains.

Our analysis of the Canadian market showed an almost identical

situation to that described above (section 2) in the mid-western

Us. States. The fresh fish market constitutes a declining

proportion of the total masket for fish. it has been adversely

affected by:

● decreasing proportion of fresh fish available

during the main period of consumption (winter) ,

. increasing prices for an item which can be

lccally caught by sports fishermen,

. ~ec~ea~ing proportion of the population who knOW

how ta handle and prepare freshwater species

“ e.1. people for whom certain species formed
~a=t cf the traditional diet.r

.% lacge retaileu in Montreal described the

customers fgr freshwate~ fish as being

“middle-aged to elderly mid-Europeans”, and

● a pattern of cor.surlptior. which has swung in

favour of the fast moving retail market where

a number of suppliers, p~incipally of saltwater

fish, dominate with hea-r< marketing support for

their products.
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The FFMC products form a small portion of the broker’s business.

As in the U.S., he feels there is insufficient merchandising

support (no bilingual material available in Quebec) . He also

told us that pickerel and sauger fillets are not available in

the sizes required (4-6 oz and 6-8 OZ) ; supply is not continuous;

and service is sporadic. Steinbergs in Montreal delisted three

out of four FFMC iterns because of lack of movement on the shelves.

FFMC is currently enjoying some success with the sale Gf surplus

whitefish into the chains in Toronto for the upcoming Jewish

holiday. FFMC’S price is 56@/lb for fish which will retail at

less than $1.00. However, we believe that on a continuous basis,

emphasis should be giveri to developing the food service mauket

as described in the case of the U.S. We estimate the potenticai

of the food service market for freshwater fish in the five

J
consuming provinces to be in excess of 10 million pounds. In

Ontario and Quebec, at least 50% of FFMC’S sales are at present

being made in the food service trade.

In the prairie provinces, the Corporation has adopted the policy

of selling direct to the chain stores in an effort to make its

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ...*.=* .**..**  ● ☛☛✍☛☛☛ ✝✎

1. ~u~b~c, LIMo, titioba, .Scuk.&CkWan and Mbti
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fish more competitive. However, the Corporation is not set up

to act as a distributor. It does not have a sales force policing

the items stocked on a weekly basis; it does not have a

sufficiently broad range of products to enable full utilization

to be made of delivery trucks; and it does not have the information

to enable it to be selective about which stores should stock

freshwater fish and which should not. These are all distributor

activities.

While we have recommended that the main thrust of FF14c’s marketing

effort should be directed at the food service trade, it is

apparent that in areas where freshwater fish is traditionally

consumed, retail sales can be achieved at reasonable promotional

cost. Some marketing support is required in the form of specials\

coupons, point of sale material and cooperative newspaper

advertising. However the activities should be carefully directed

at known markets and for this purpose a select group of distributors

would be ideally suited. We remain convinced that the FFMC should

not support and promote a nationally distributed product through

the retail chains.

4 . THE SMOKED WHITEFISH MARKET

FFMC supplies in excess of 90% of the smoker grade whitefish

purchased by the five principal smokers of fish in the U.S.
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Based on our interviews of three of the companies, smoked

whitefish in turn accounts for 10-30% of the processors’

dollar sales volume; smoked salmon accounts for the bulk of

the remaining sales. The companies do buy fresh whitefish

cheaper from the Great Lakes, but only during the summer

when the consumption of the smoked product is traditionally

low. At least two of the smaller companies have limited

freezing capacity so that they can create an inventory of

Great Lakes fresh fish for the winter.

The companies are located in New York (3) , Miami and Los Angeles.

They supply smoked whitefish to delicatessens, chain stores

and catering institutions for an almost exclusively Jewish

market. The largest smoker, Montrose Smoked Fish Co., accounts

for 40% of the industry’s purchases from FFMC and sells 50% of

its smoked whitefish through one chain - Wallbaums.

There was considerable antipathy amongst the New York companies

towards FFMC at the policy level. They accused the Corporation

of being “unresponsive to changing market conditions”. They

were satisfied with the physical service on a day-to-day basis

and, while there were problems with the quality of fish, this

—
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was largely a matter of what the “waters throw UP” and not

something which FFMC could remedy.

In 1975/76 the FFMC sold 2.2 million lbs($~.7 million) of

good quality smoker whitefish to the U.S. In the subsequent

years, 1976/77 and 1977/78, the sales were 1.5 million lb~

($1.3 million) and 1.6 million lbs($l.3 million) resPe~Li~elY=

The decline is attributed to a deterioration in the quality

of fish produced (small fish with low fat content) and tO tWC

price increases. The price increases in the face of deteriorating

quality have contributed to the processors’ resentment towards

FFMC.

The processors stated that the U.S.F.D.A. ‘s stringent regulations

regarding temperature and salt content had not affected their

ability to supply the market. Furthermore, they have recently

won a temporary reprieve in the courts from these regulations.

Smoked whitefish currently retails in New York chain stores for

$1.98 per pound (as a price leader, smoked whitefish was down

in July, 1978 to $1.59 per pound and 98$ per pound) . The
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processors price to the chains of $1.50 per pound yields the

processor his target gross margin of 25-30% if he buys at 70~

per pound - the current price of 1977 FFMC stock. To some

extent the higher cost of new stock will be offset by a better

yield in the smoking process.

There is no significant growth prospects in the market for

smoked whitefish. It is an ethnic item which has not achieved

the general acceptability of an item like smoked salmon. However,

the FFMC must be careful not to contribute to the demise of

this market through unacceptable price increases. Potentially

the market can absorb all the smoker grade whitefish delivered

to the FFMC. The Corporation must remove the present ill-feeling

which exists and work with the processors to obtain the maximux

return for the season’s production.

5 . THE GEFILTE FISH MARKET

The processors of gefilte fish in the U.S. consistently purchase

all the cutter grade whitefish offered by FFMC each year, plus

the bulk of the northern pike which is not sold to France

because of size and a good proportion of the mullet and carp

sold. Except for carp and mullet, the processors purchase these
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species exclusively from the FFMC; Great Lakes carp is

considered of better and more consistent quality than FFMC’S

although prices are competitive.

As in the smoked ‘whitefish industry, the gefilte fish industrjT

is dominated by a few companies. The three largest, Rokeach,

Manichewitz  and Mothers account for 90% of the industry’s

purchases from the FFMC. Again the FFMC has the market well

covered; there are no substantial processors in either the

smoked fish or gefilte fish industries to whom the FFMC is noc

selling.

Gefilte fish is sold in either cans or glass jars through a

network of distributors to the retail trade (largely chain

stores) and hotels/restaurants/caterers, . The product is

exclusively bought by Jewish consumers. The two processors we

interviewed were satisfied with the service provided by the

FF14C. The quality control problems of earlier years have

largely disappeared and admiration and respect was expressed

for the FFMC’S marketing force.

The processors did feel that they are in danger of turning

away consumers through the prevailing high prices. ~ ~~ ~z
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jar (containing 16 ounces of fish) retails at $2.00 but is

only sold at full retail price in the period leading up to

the Jewish religious holidays. During the rest of the year,

the product is “specialed” to keep it moving and to ensure that

it i.s not placed on the slow-moving gourmet shelves in the

chains. The discounts vary between 9-18%.

The processors concede that the market is limited and that

demand would not be substantially increased by a price

reduction. However, they feel the l?FMC has an “unrealistic

expectation” of what the Jewish customer will pay. Any

significant increase in FFMC’S current price of 564 per pound

(whitefish and northern pike) may produce a result similar to

that experienced in the smoked whitefish r,arket.

Sales to the gefilte fish processors over the past four years

are as follows:

FFMCSA.LES- DEBONED BLOCKS

F
I Whitefish

Northern Pike

Mullet

carp

I TOTAL

1974/75
MM lbs I $/lb

1.4 I .52

1.4 .53

1.1 ~ .28

0.3 I .32

1975/76 I 1976/77 I 1977/79
MM lbs $/lb ~ MM lbs $/lbs MM lbs $1’lbstI b I I
1.7 ‘ .56 2 . 1 .55 1.7 .58
1.2 .56 1.6 .56 i.3 .57

1.6 .35 0.6 .31 0.8 .34
0.2 .34 0.1 .32 C.3 I .32

1— l—

I 4.1~ I
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The 4.1 million lbssold for $2.1 million in 1977/78; there

were nominal inventories at year end.

The market for gefilte fish is stagnant and declining. There

are many cheaper alternatives for the Jewish consumer. The

processors work hard to maintain demand; we were impressed with

their marketing expertise. The FFMC must continue to work

closely with the processors to ensure that the decline does not

accelerate, but also to devise means of improving returns to the

fishermen. FFMC’S price increases to this market have not

matched the prevailing inflation rate.

THE EUROPEAN MARKET

With the exception of the Swedish broker who visited Winnipeg

during the study, we interviewed the European brokers by

telephone. It was consequently difficult to form a balanced

viewpoint on the markets and the brokers’ performance on behalf

of the FFMC. Our judgement is that the market will continue

to function as described below. Various opportunities were

pointed out, but we beiieve that the FFMC should focus its
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r,arketing efforts in the U.S. and Canada. It may well be that

improved products such as deboned fillets which are developed

for the North American market can also be sold in Europe.

Each of the markets to which FFMC expozts in Europe has an

individual set of characteristics.

SWEDEN imported  390,000 lb of frozen lake trout in 1577/?8 and

a lesser amount of continental whitefish and arctic char.

In the two years prior to 1977/78 impcrts of lake trout were

166,000 lb and 159,000 lb respectively. The fish is sold

to a small number of buyers who mazinate and/or smoke it for

distribution through retail chain stores. Flesh color is

very important to the Swedish consumer and the princiFal

competition for trout is Pacific salmon, Labrador char and

Norwegian salmon; whitefish competes with domestically produced

whitefish and lake herring imported from the Canadian Saltfish

Corporation.

There have been

frozen lake trout. Apparently fat seeps ir.:o the glaze and

creates rancidity and discoloration.

—— .-
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The broker has concentrated the distribution of lake trout

into two buyers, to maintain a continuous supFly and to

justify the work required by the buyers to overccme quality

problems.

The broker has experimented with retail packs of fillets

but believes that the packaging and processing is not

sophisticated enough yet and that a betker glazing is required.

Swedish companies do use mullet in fish balls but the prod’uct

can be bought for a nominal amount locally.

The broker did believe that there is a market for fillets of

whitefish and sauger in Sweden if the processing can be improved.

He wants to start with an institutional pack and then proceed

to the retail level if the results justify ik.

The higher prices for Pacific salmon should have a beneficial

effect on the market for lake trout in Sweden. The bzoker

believes that the Swedish market can absorb all the lake trout

produced by the FFMC.
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FRANCE, the largest market, purchased 2.3 millian lbs of whole

dressed and filleted northern pike in 1977/78. Historically

this country has absorbed FFMC’S total production of pike

in certain sizes. According to the broker, goverment

statistics show that 1,061 tons of frozen pike were imported

in 1977; FF.MC shipments amounted to 920 tons, or 86.7% of the

total. 423 tons of fresh pike were imported from European

countries; hcwever, the air transportation costs from Winnipeg

are too high to permit the Corporation to ccmpete in the fresh

fish segment.

The whole dressed pike is sold through “charcutieres”,

supermarkets and hotels/restaurants; the fillets are used for

“quenelles”. The market is currently soft in certain segments

(2-4 lbs and fillecs) , but the broker expects to continm sellinq

FFMC’S production of northern pike in the 2-4 lb and 4-9 lb sizes.

They have experimented with whitefisn which were f~und tc have

too many bones for the French consumer and mullet which they

are currently trying as an ir.gredient in “quenelles”.

jY~LA/JQ The government has imposed a dollar quota on the——

import of wb.ole fish into Finland. Because of this quota
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freshwater fish must compete with imported cod and other

saltwater species. There are also domestically produced

freshwater species. In 1977/78 Finland imported 1.3 miilion

lbs of whitefish (mainly continental grade) and 90,000 lbs

of northern pike. The comparable figure for whitefish in

1976/77 was 1.2 million lbs. The broker expects steady growth

in the r.arket. A large portion Gf the whitefish is cons~med

by the smoker industry - an industry in which the government

considers it important tc maintain employment.

No other freshwater fish is imported except for some tullibee

from the U.S. The broker is at present experimenting with

freshwater fish fillets - an item which can be freely impcrted,

but for which there is no ready market available.
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SALES EXCLUDED IN ANALYSIS OF MAJOR SPECIES

DETAIL

Tullibee

Sturgeon

Arctic Char

Char~L LOcked

Inconnu

Perch

Fish Mish

Goldeye

Buffalofish

Others

culls

Sub-Total

Sales of Major Species

Sales as per Appendix E

Fish Offal

TOTAL FFMC SALES

000 LB

733

24

84

1

241

1 0 7

3 9

3 3

1 3 6

3

6 0 9

2 , 0 1 0

2 6 , 9 8 9

2 9 , 0 0 0

1 , 2 4 0

3 0 , 2 3 9

I

EXHIBIT 2 cent’d

$\LB

0 . 4 5

2 . 4 7

2 . 4 1

1 . 3 1

0 . 3 7

0 . 6 9

0 . 7 7

0 . 3 4

0 . 1 5

0 . 0 5

0 . 0 4

0 . 4 2

0 . 8 6

0 . 8 31

0 . 0 6

$  ZZ)l

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .,....0. . . . . . . . .*...*. ...**=**

—.—.
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APPENDIX P

VICE PRESIDENT

BASIC FUNCTION

PROPOSED POSITION DESCRIPTIONS

MARKETING

The Vice President Marketing is responsible for planning, directing,

coordinating and controlling the marketing function

as to achieve or exceed the basic objectives of the

which are relevant to his function.

in such a way

Corporation

IMAJOR RESPONSI131LIT1ES

1 .

2.

30

4.

Develops and recommends to the President appropriate operating

policies for the marketing function; ensures that all members

of his staff adhere to approved policies.

Develops appropriate objectives, plans and budgets for the

marketing function and submits them to the President for

review and referral to the Board of Directors; appears at

Board meetings when required to discuss and explain the

marketing objectives, plans and budgets.

Directs and coordinates the execution of approved marketing

plans in such a way as to achieve or exceed objectives within

budget.

Monitors marketing results closely and takes corrective action

whenever actual results start to fall short of planned results.
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5 . Prepares and submits to the President and the Board of

Directors a monthly exception report highlighting specific

cases in which actual results are falling short of planned

results, explaining the reasons for the unsatisfactory

results, and describing the corrective action which he is

taking.

6 . Monitors the activities of the Sales Manager and Field Sales

Representatives; ensures that they are covering the market

thoroughly and maintaining satisfactory relationships with

brokers and customers.

7 . Calls on European agents, U.S. and Canadian brokers and key

customers from time to time in order to maintain senior level

contact with their managements, and ensure that FFMC is

supporting and serving them satisfactorily.

8 . Plans and supervises the conduct of market research studies to

obtain the information required to establish marketing strategies,

plans, prices, advertising and promotion programs and to evaluate

new markets.

9. Chairs the Marketing Advisory Group (consisting of himself,

the Sales Manager and representatives from the Corporation’s

brokers) ; ensures that the brokers have an opportunity to submit

advice and recommendations, and that they are kept informed of

FFMC plans and programs.
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1 0 . Plans and executes appropriate advertising and promotion

programs in consultation with the advertising agency and

the brokers.

1 1 . Monitors inventory levels closely and takes appropriate

action to dispose of excess inventory whenever necessary.

1 2 . Selects and appoints new brokers when warranted.

13. Ensures in consultation with the Vice President Finance that

appropriate operating reports are produced for himself and

other members of the marketing staff.

14. Ensures that the marketing function is adequately staffed at

all times; assesses the performance of marketing personnel

periodically and recommends salary changes, promotions, transfers

or dismissals when appropriate.

15. Performs other duties as required by the President.
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ORGAN ?ZATIONAL  RELATIUNSHIPS

Reports to: The President

Reporting directly to him: The Sales Manager

Maintains close liaison with:

The Vice President Finance

The Operations Manager

The Plant Manager

The Traffic Manager

LIMITS OF A U T H O R I T Y

The major responsibility clauses indicate in a general way the

limits of authority imposed on the Vice President Marketing. More

specifically, the limits of authGrity can be defined as follows:

A. Approval required from the President or

The Board of Directors (throuqh the President)

● Introduction of new or modified marketing

policies.

● Adoption of objectives, plans and budgets

(including price ranges and average selling

prices) .

● Hiring, promotion or dismissal of immediate

subordinates.

● Award of salary increases to immediate

subordinates.

● Public announcements on behalf of the

Corporation.
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B. Actions which can be taken without

further approval

c Execution of approved marketing programs and

activities.

“ Spending of all funds in the approved marketing

budget. (Note: The Vice President Marketing is

not authorized to transfer funds from one budget

item to another. For example, the Vice President

Marketing cannot use funds approved for advertising

to cover the

●  Modification

cost of a European sales trip.)

of marketing programs and activities

provided additional funds are not required.

● Approval of hiring or dismissal of Sales

Representatives and other marketing staff reporting

to his subordinate (The Sales Manager) .
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SALES MANAGER

BASIC F U N C T I O N

The Sales Manager is responsible for planning and supervising

the sales, broker support and customer support functions of the

Corporation in such a way as to achieve or exceed the sales

volume, price and other relevant objectives set by the Vice

President Marketing.

MAJOR R E S P O N S I B I L I T I E S

1 .

2 .

3 .

4 .

5 .

Develops detailed plans to ensure fully adequate coverage of

the various market segments i.n which the Corporation operates.

Supervises and controls the activi.ti.es  of the Field Sales

Representati.ves; ensures that they call regularly on the

brokers and customers assigned to them, and that they provide

support for broker and distributor sales forces.

Calls regularly on key customers (particularly in the New

York area) for which he has personal responsibility.

Calls on other key agents, brokers and customers with the

appropriate Field Sales Representative from time to time.

Attempts to obtain firm commitments (or contracts) from

major customers.
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6.

7.

8.

9*

1 0 .

1 1 .

12.

Assists the Sales Representative on the sales desk during

peak activity periods.

Works in close cooperation with brokers on specific

promotional programs; ensures that the Field Sales Representatives

support these programs fully.

Maintains close contact with the Operations Manager and his

staff in order to keep fully informed of the volumes and

species of fish which are expected; makes every possible effort

to dispose of fresh fish rapidly, particularly during peak

supply periods.

Makes appropriate pricing decisions on a day-to-day basis within

the price range limits set by the Vice President Marketing;

attempts to ensure that average price objectives are met or

exceeded.

Ensures that overdue accounts are collected as quickly as

possible.

Keeps abreast of changing market conditions;

Field Sales Representatives feed back market

regularly.

ensures that the

information

Assists the Vice President Marketing with market research

projects when required.
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1 3 .

1 4 .

1 5 .

Serves as a member of the Marketing Advisory Group.

Assists the Vice President Marketing with the assessment

of Field Sales Representatives’ performance.

Performs other duties as required by the Vice President

Marketing.

O R G A N 1 Z A T I O N A L  R E L A T I O N S H I P S

Reports to: The Vice President Marketing

Reporting directly

3

1

to him:

Field Sales Representatives

Sales Representative - Sales Desk

Maintains close liaison with:

The Operations Manager and his staff

The Plant Manager

The Traffic Manager

—— ———
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FIELD SALES REPRESENTATIVE

BASIC FUNCTION

The Field Sales Representative i.s responsible for selling to and

servicing the customers assigned to him, and for supporting the

brokers assigned to him.

MAJOR RESPOIUS1B7LITIES

1 . Develops a weekly call schedule, ensuring that he covers the

customers and brokers assigned to him in a systematic and

efficient manner.

2 . Calls on customers to sell them FFMC products, and to ensure

that they are receiving efficient service from the Corporation

and, where appropriate, from the broker; in cases where the

customer is a distributor, the Field Sales Representative

works with the distributor’s sales force to train and assist

them.

3. Calls on brokers to: assist their salesmen; coordinate promotion

programs; keep broker personnel informed of FFMC products, prices,

literature, advertising and promotion programs; and to ensure

that they and their customers recieve efficient service.

——
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4 . Identifies and calls on prospective customers in the areas

in which he is working.

5. Submits a weekly report to the Sales Manager listing the

calls he has made, and describing any significant  developments

or changes which he has noted in the marketplace.

6. Collects overdue accounts as directed by the Sales Manager.

7 . Assists the Vice President Marketing with market research

projects when required.

8. Performs other duties as required by the Sales Manager.

O?7GAN1ZATIONAL RELATIONSH1PS

Reports to: The Sales Manager

Maintains close liaison with:

The other Field Sales Representatives and

the Sales Representative on the sales desk.
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3 . MARKETING STRATEGY FOR THE YEAR AHEAD

This section should consist of a statement of the overall

marketing strategy which the Corporation will use i.n the

year ahead. It should include:

- a statement on pricing strategy,

- an explanation of planned shifts
market coverage,

in

- the rationale for the uti.li.zation of
the total marketing budget (where the
funds will be spent and why) ,

- an explanation of planned changes in
inventory levels (if any) ,

- the rationale for the deployment and
utilization of marketing personnel, and

- explanations of other significant
changes in strategy (e.g. changes i.n
terms of sale, distribution channels,
warehousing points, transportation
modes, discount policies, commission
scales, etc.) .

4 . MARKET COVERAGE PROGRAMS AND ACTIVITIES

This section should describe in detail how all FFMC marketing

personnel will cover the market in the year ahead. It should

include for each person with field sales responsibilities:

- geographical area and types of customers
(and/or brokers) to be covered,

- frequency of calls,

- nature and purpose of calls (to book
orders, open new accounts, service brokers
and distributors, support broker salesmen, etc.) ,
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- involvement in promotion programs,

- responsibility for collection of
market intelligence,

- involvement in market research
projects, and

- other relevant activities.

5. ADVERTISING AND PROMOTION PROGRAMS

This section should contain a description of, and timetable

for, all advertising campaigns and promotion programs.

6 . NEW PRODUCT DEVELOPMENT PROGRAMS

This section should describe all new product development

programs which are planned for the year ahead, including

information on:

- market studies,

- development of costs,

- feasibility assessment,

- test marketing, and

- product introduction

7. MARKET RESEARCH PROJECTS

—

This section should describe the purpose and nature of all

market research projects which will be undertaken i.n the

year ahead.
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8 . MISCELLANEOUS PROGRAMS

This section should describe all other marketing programs

and activities which will be undertaken in the year ahead.

If appropriate,

-  hiring

it should include:

of additional staff,

- training programs for marketing
management and sales personnel,

opening of new sales offices,

- introduction of new or modified
reporting procedures, and

- other relevant activities.

Finally, the marketing plan described above should be combined

wi,th the list of objectives (slotted in prior to section 4 of

the plan) and the consolidated marketing budget, and presented

to the President for review and approval prior to submission to

the Board of Directors.

.—
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APPENDIX R
SALES FORECASTS TO 1980/81

BY MAJOR MARKET SEGMENTS
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APPENDIX R cent’d

ASSUMPTIONS USED IN SALES FORECAST

We based our projections on the sales results for 1977/78; these

results are shown in more detail in Exhibit 2 at the end of

Appendix N.

The following assumptions remain constant for both Forecasts

A and B:

● The present rate of inflation in the major European
countries to which the FFMC sells is 9%; this figure
has been weighted by the total value of sales earned
in each country. We have assumed that FF14C’S average
selling price will increase by 9% per annum to these
countries. We have not forecasted any increase in
the weight of fish sold over the three years.

. With respect to the smoked fish and gefilte fish
processors we have assumed that there will be an
annual increase of 5% in the average price received
for each of the three years.

● Because of the small price increases, we have assumed
that the FFMC will be selling at least 500,000 lbs.
more whitefish by 1980/81 than it did in 1977/78.

FORECAST A

● In the North American retail and food service markets,
we have assumed that i.n the absence of any increased
marketing effort, the average selling price will increase
by 5% per annum.

● We have also assumed, given the low prices, that the
weight of whi.tefi.sh,  pickerel and sauger sold will
increase by 5% per annum for the two years 1978/79
and 1979/80. Thus by 1980/81 the weight of fish sold
will have increased by 250,000 lbs. in Canada and
1,000,000 lbs. in the U.S. over the 1977/78 results.

FORECAST B

. In Forecast B we have assumed the expenditure of
$250,000 on marketing activities - an incr@ase of

—.—— .-
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$190,000 over the 1977/78 expenditure. As a result
of this increased expenditure, we have assumed that
the market will accept an annual increase of 9% in
the average selling price.

● As in the case of Forecast A, we have assumed that
the weight of fish sold will have increased by 250,000
lbs. in Canada and 1,000,000 lbs. in the U.S. over the
1977/78 results.

● Finally we have assumed that the seasonal pattern of
production will change from 75/25 for the summer and
winter respectively to 70/30. Thus sales of fresh
fish in the winter will increase by 20% over the
three year period. In our forecast for 1980/81, this
increase amounts to 850,000 lbs. We have conservatively
estimated that the incremental return on the increase
will be $0.20/lb.

The difference between the 2 forecasts shows an increase in sales

of $2’.6 million. We have deducted $190,000 (increase in marketing

expenditure) from this total to yield a net revenue increase of

approximately 2.4 miL1.ion.

.—..—.—————..—=.—.....— —.


