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MANAGEMENT CONSULTANTS

November 10, 1978

M. John G McFarlane,

Chai rman, Marketing Conmmittee
Freshwater Fish Marketing Corporation
c/ 0 Burch, Findlay, McFarlane & Co.
101 - 219 Kennedy Street

W NNI PEG, Mani t oba

R3C 1S8

Dear M. McFarlane:

It is a pleasure to submt this final report describing the results
of our review and assessnent of FFMC's marketing operations.

Kou know, we prepared a draft report and discussed it wth the
Marketing Committee in COctober. At that time, the nmenbers of the
Commttee requested certain additional i nformation which we have

included in the final report.

As we stated during our various meetings with the Marketing Committee,
we: firmly: beileve that it would:not be in:-the- best intergstssof: thew
,Corporatxon to.publlcly*nelease*the ‘contents.af: this. reportEJaIt
contains detailed information on FFMC sales, prices, inventory- levels,
purchases by major customers and proposed marketing strategies for

the future. If this information is made available to conpetitors

and custoners, it will alnmost certainly have a detrinental effect on
FFMC's future marketing operations.

In closing, we wish to thank you and the menbers of your Comm ttee
for your 1nvaluable assistance and support throughout the study.

W woul d appreciate it if you would al so extend our thanks to FFMC's
management personnel for their generous cooperation.

Yours sincerely,
THORNE RI DDELL ASSOCI ATES LTD.

;d [ACA

“I\/r. P. Stuart A kman,
Consul ting Director

PSA/cl

1200 -220 Portage Ave, Wnnipeg, Manitoba R3CCAS Tel. (204] 957-1770
O fices across Canada andassociates t hroughout e worid




- Thorne
Riddell
Assodiates Ltd.

| NTRCDUCTI ON




Thorne
Ri ddel
Associates Lt d.

| NTRODUCT ION

This report describes the results of a review and assessnent
cf FrMC marketing operations conducted for the Board of Directors

by Thorne Ri dden Associ ates Ltd.

The terns of reference for the study are stzted in our proposal of
June S5, 1978, tothe Marketing Committee of the DBoard. Thig
section of the proposal is reproduced in Appendix A, and can be

sumari zed as foll ows:

"To conduct an examinaticn of the total marketing operatici
o4 the Freshwaten Fish Marketing Coaporation \FFMC) with a
view 2o advising the Board of Directons of #he adequacy 0§
present procedunes and, L4 required, $0 nrecommend changes

on aprionity basis to attain the cbjectives cg ithc FFMC. ™

We conducted the study in accordance witk the methodol ogy described
in our proposal, and reproduced as Appendi x B; however, we nodified
the proposed approach in one significant respect. (nce we had
started the study, we found it would be possible to obtain the
necessary information on the market and the producer sector of the
industry by means of personal interviews. we therefore abandoned
the original plan to supplenment these interviews with mail surveys.

Appendi x C consists of a list of the persons interviswed, and
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Appendi x D shows the interview guide which we used for our

di scussions with brokers and custoners.

Many of those whom we interviewed obviously regarded our study
as an all enconpassing review and assessnment of the Corporation;
thus we found it necessary to discuss and anal yze various issues
which, strictly speaking, did not fall within our terms of

ref erence. These i ncl uded:

- FFMC rel ationships with fishernmen and
provinci al governnment officials,

FFMC's processing operations and its
policies with respect to the use of
processing facilities other than the
Transcona pl ant, and

- criticisnms of the overall manner in
whi ch the Corporation is being nmanaged.

W believe we obtained a clear understanding of these and simlar
I ssues; however, we have dealt with themin ocuxr report only to

the extent that they have a direct inpact on the FFMC's marketing

function.
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W nmai ntained contact throughout the study with M. R Kabaluk,
Chai rman, Interprovincial Conmittee on the Freshwater Fish Marketing

Corporation , in an attenpt to ensure that our recommendations would
not needlessly conflict with those of the Commttee.

The results of our study are presented in the follow ng main

sections of this report:

- Fi ndi ngs ané Concl usi ons
.Recommendat i ons
Appendi ces

1. The Interprovinelal Committee on the Freshwaten Fish Marketing
Corporation was established by the provincial governments whose
fishenies ane senved by the Corporation, to neview the composition

and functions of the FFMC's Board of Directons and to necommend
changes when deemed appropriate.
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FI NDI NGS AND CONCLUSIONS

1. OVERVI EW OF FEMC MARKETI NG CPERATI ONS

1. 1. Strengths
W concluded that the Corporation has achieved generally
good nmarketing results over the past five years (1972/73

to 1977/ 78) as evidenced by the following performance

i ndi cators:

.1 Selling price per pound: 7.5% average
annual increase.

.2 Total dollar sales: 9.2%average annua
i NCr ease.

i...l
...J
w
o0

.3 Price per pound paid to fishermen:
average annual increase.

4Total paynments to fishernen: 12.4%average
annual increase.

5Percent of net sales paid to fishernmen has
increased from 51.5% to 59.4% over the five
year peri od, (based on payments F.0.B.
delivery points) . These figures would be
2.3% higher if F.0.B. Transcona payments
were used)
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1.2

These performance indicators conpare quite favorably with

those of simlar organizations in the private sector.

It should be noted that only a mnor portion of the increases
shown above is due to the fact that the mx of the total
catch has changed, with relatively high priced pickerel,
| ake trout and sauger increasing sonewhat in proportion

to whitefish, +tullibee, nmullet and carp.

Appendi x E consists of a nore 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 the selling
price per pound and the price per pound paid to fishernen

declined significantly.

Weaknesses

on the ether hand, we noted a nunber of actual and pectential
weaknesses in FFMC's marketing operations, the nost
significant of which are as foll ows:

.1 Inventory levels have increased out of
proportion to quantities of fish bcught
and sold. we concluded that this growh
in inventory was due mainly to a series
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of managenment decisions to increase selling
prices too rapidly and to naintain these

hi gher prices in the face of buyer resistance.
It should be noted that other factors such as
the increased catch in 1978 contributed to

the growmh in inventory |evels; however, we
believe that the major factor was the
inflexible pricing policy adopted by managenent.

FFMC appears tO use a "seat~ofi-the-pants”

approach to marketing managenent. The

Cor poration has not engaged in systematic market
research and analysis; and it has not devel oped
conprehensive witten marketing plans and prograns
for the year ahead. (We are not inplying that the

Cor porati on does not presently devel op detailed
forecasts and budgets)

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

and distributors to increase its penetration of
the stable and grow ng market segments which they
serve (restaurants, institutions and retail food
st ores)

Move specifically, the Corporation does not:

take advantage of the market information
possessed by these organizations,

.plan and execute joint marketing prograns
with them

.support their efforts with advertising and
pronotion, and

- enploy Field Sales Representatives to service
them regul arly.
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.4 Despite its efforts, FFMC has not yet
been able to induce fishernen to increase
the winter catch and thus enable the
Corporation to sell nore fresh fish during
the wi nter nonths when demand exceeds

supply.

In summary, FFMC has produced steadily increasing returns
for fishernen in receat years; hcwever, it has achieved
these results mainly through a trading operation! in the
traditional markets for freshwater fish, such as the New
York ethnic market segnents. Unfortunately, some of these
traditional markets are stagnant or declining as ethnic

consuners’ val ues and requirenents change. As a result,

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

its brokers and distributors to fully exploit the growh
segnents of the market, such as the food service narket
segnment in the North Central United States (restaurants,

institutions and caterers)

1. In Zhis context, "a thading operation" neferns to the process of negotiating
individual ondens with each customer on a day-to-day basis (wsually by
telephone) .
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THE | NDUSTRY

The Canadi an freshwater fisheries industry suffers fromthe
fact that it is a relatively mnor segment of the cverall
Canadi an fisheries industry. It represents only 3.6% of

the total conmercial catch and 5.1% of the total marketed
value. Only 6.0%of all fish consumed in Canada is freshwater

fish - the remainder being saltwater species and shellfish.

As a result, the federal and provincial governnents maintain
very little useful nmarketing data on the freshwater fjsheries
industry. There is even |ess market data available in the
United States, where the government no |onger keeps a

separate record of per capita consunption of fresh-water fjgh.

The freshwater fisheries industry nust conpete directly with
saltwater species for available distribution channels!. onis

means that freshwater fish and fish products receive little

attention from brokers, distributors, whol esal ers, retailers,

or food service outlets (restaurants, institutions and

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

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

1. See Appendix F fon a detailed description and chart of the distribuiion
system used by FFMC.
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of freshwater fish and fish products is ancillary to other,
| arger scale operations such as the distribution of saltwater
fish and fish products, and the distribution of food preducts

i n general.

Whilst the freshwater fisheries industry has no specialized
distribution sector, it is highly organized and concentrated
at the grocessing and prinmary marketing level. Between them,
FFMC and Omstead in Ontari o preccess and/or market an
estimated 802 of the Canadian freshwater comercial catch,
The remai nder of the catch is delivered to a |arge nunber

of smaller processors, brokers and distributors in Canada

and the u.s. We were unable t0o Obtain exact poundage figures
for Omstead, but FFMC received 44, 894, 000 pounds, or 44.3%

of the total commercial catch, in thel977calendar year.

Al t hough rrMc and omstead domi nate the processor/primary

marketer level, and are approximately the sanme sizehew

Fh

compete with cne another for markets, but not for sales ¢
specific species. mMore specifically, they do conpete yi=h
one anot her for certain market segnents such as the Canadian

and North Central u.s. food chain markets, but in most cages
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they are offering different species. Based on 1977
figures supplied by the federal government Depart nment
of Fisheries, rrMc handl ed 83.8% of all whitefish, pickerel,

pi ke, sauger and | ake trout which were caught that year.

On the other hand, Onstead handl ed | arge vol unes of snelts,

perch and other species which are not offered by FrMC.

Most Canadi an and U S. buyers whom We interviewed regard
FFMC as by far the largest and nost reliable supplier of
freshwater fish and fish products on a year round basis.
Despite this position of |eadership, hcwever, FFMC iS

vul nerable in two inportant respects:

North Anerican buyers have ready access to the
| arge volume of whitefish available fromthe
G eat Lakes fishery in sumer time. As a result,
the Corporation is faced with severe price
conpetition from G eat Lakes fishernen selling
direct to brokers and distributors and finds
it very difficult to sell adequate quantities
of fresh whitefish at reasonable prices during
t he Great Lzkes season.

At present FFMC receives an inadequate supply of
fresh fish in the wnter nonths when denand exceeds

supply and the Corporation could sell larger
quantities at very good prices.
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Finally, we concluded that, although FFMC is recogni zed as
the | argest Canadi an supplier of freshwater fish and fish
products, it has failed to win the confidence or loyalty
of many of its large custoners. 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 favcurabla.

ORGANIZATION OF THE rrFMc MARRETING FVNCTI ON

We believe it is evident that the rFMC is currently operating

with an | nNadequate marketing Organization. 4 Cor por at i on

has only four individuals engaged in marketing and sales
activities on a full time basis (supported by three clerical

personnel who al so have accounting duties)

Adm ttedly, the Chairman and Acting President spends a good
deal cf his time on marketing problens and activities;
however, we dc net believe he has had either the time or
the resources -to orovide the strong and continuous narketing

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

for any level of managenent or staff including:

.The Board of Directors
.The Chairman and Acting President

- The Sal es Manager
.The sales Representatives

N RN a - i . .
Members of the Board have been uncertain cf their functions

and responsibilities . 14 has been difficult. if not impossible,
for them to exercise any real centrcl over the marketing
function. This is because management has nst besn submitting
to them conprehensive and specific marketing cbiectives,
plans and budgets for the year anead, which they can review
and approve, then use as a basiS for mcnitoring performance

t hroughout the year.

m - . * . - )
The Cheirman and Acting President had, in fact, been makine
- o o e . .
mest of the key marketing decisions, particularly with respec:

L0 pricing and the dispczal of items in inventory.

Very little authority has been delegated to {pha gaies
Manager and otner sales personnel. practice, their

deci sions and actions are often overruled cr reversed by

the Chairman and Acting President.
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It is inportant to note that the Chairman and Acting
President is presently in a “conflict of interest” position
by virtue of the fact that he is functioning as de facto
Mar keting Manager, while holding the position of Chairman,
whose responsibility it is to see that the Board of
Directors nonitors and assesses the performance of the

Mar ket i ng Manager.

In summary, we cor.eluded that the FFMC's marketing

organi zation needs strengthening. Mre specifically, a
seni or executive must be appointed to assune overall
responsibility for the marketing function; responsibilities
and authority of all levels of management must be clarified
and spelled out in witing, the Chairman nust not becone”

i nvol ved in day-to-day marketing managenent; and additi onal
sal es personnel nust be hired or appcinted to facilitate
adequat e market coverage and broker and distributor suppert.
We shall deal with these topics in greater detail in the

"Recommendations” section of +he report.

MANAGEMENT OF FFMC MARKETI NG OPERATI ONS

We concluded, that the Corporation currently uses a "seat-of-

the-pants” approach to marketing managemernt. Mre specifically,
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we noted the foll ow ng weaknesses:

.L There is a lack of systematic market research

and analysis leading to the identification of
marketing opportunities and the early recognitio,
of potential problems in the marketplace.

.2 There is insufficient forward planning. &as
stated earlier, panagement does not. devel op
specific objectives, plans and programs for
the marketing function.  per exampie, there
shoul d be specific sales objectives for each

speci es and each product ir each market
segment. There should al so be quantified

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

inventory levels for each product; gccounts
recei vabl e and other simlar aspects of

per f or mance. There should also be witten plans
stating how these objectives will be achieved.

.3 In recent years nmanagenment has attenpted to
increase the prices of two “products tco rapidly
and to maintain an inflexible position in ...
face of buyer resistence. This has caused inventorv
level s to rissand has forced a significant decline
in the average selling price of these products in
the year ended april 30, 1978 (see Appendi x G for
a statistical analysis of inventory |evels and
Appendi x H for an analysis of product pricing)
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4The Corporation has failed to make full use of
its brokers and distributors. Mst of the
brckers, distributors and nmjor custoners whom
we interviewed told us that FFMC seens
reluctant to work in close cooperation with
them. They claimthat the Corporation does not
provi de adequate support through Field Sales
Representatives; it is unwilling to plan and
execute joint marketing prograns with them; an
it does Nnot supvort its products with adequata
advertising and pronotion.

As a result of failing to make full use of its
brokers and distributors, FFMC is denying itself
access to the best source of nmarket information
and, in our view, is missing the opportunity to
penetrate the nore stable nmarket segments and
possi bly obtain annual conmtnments or contracts
from major buyers.

5We cencluded that FFMC should redouble its efforts
to increase. the guantity of fresh fish saugnt ang
delivered irn the winter nonths. as stated earlier,
the Corporation ceculd sell larger volumes of fresh
fish in winter at attractive prices if nore fresh
fish was available. |In fact, we believe this
represents FFMC's nmpst prom sing opportunity te
achieve further increases in paynents to fishernen
in future years.
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At present, approximtely 75% of the annual
catch is delivered in the sumer nonths and

25% in winter. The Corporation would be in
a far better position to exploit the w nter
demand for fresh fish if these proportions
coul d gradually be changed to 65% and 35%

respectively. W estimate conservatively that
this change woul d increase net revenue by about

$270, 000 per annum

[1? addition to its present practice of offering

winter prem uns, the Corporation should continue
working in close collaboration with the
provi ncial governnent authorities responsible

for regulating commercial fishing. |t should
al so ensure that fishernen are fully aware of
the financial benefits of increasing their wnter

catch. W shall discuss this topic further in
the “Recommendati ons” section of our report.

In summary, there is a need for a nore systematic approach
to marketing management. The FFMC should do nore forward
planning, strengthen its marketing personnel, inprove its
relationships with brokers, {istributors and maj or customers,
and spend nore on advertising and pronotion to support its

products. This would lead to greater penetration of the
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nore desirable and stable market segnments and reduce
the vulnerability of the Corporation to fluctuating

mar ket conditions and small price cutting conpetitors.

THE _PRODUCT

Basi cal |y, rFMc's product policy is to sell as nuch

fresh fish as possible at or above the “break-even price"7
for each species, and then to process and freeze the
remainder. Virtually all Species are processed into a
limted range of conventional products such as "pan redi",

fillets and m nced bl ocks.

W judged that nmanagenment is doing a good job of estimating
the quantities of each product which will be required in-
the various market segnents which the Corporation presently
serves. In other words inventory build-up is not due to
the fact that the wong products have been produced, but

is general ly caused by a reluctance to reduce prices at

the appropriate time.

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

1. The "break-even price" is the estimated price at which the sale
0f gresh fish will yield the same net netwwn as the sale of that
§Ash after processing and stoncge. Once the price 04 §resh 4ish
galls below tnis Level, it becomes more progitable to process the
fish before selling Lt.
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The customers whom we interviewed advised us that the
quality of FFMC products has inproved considerably in
recent years; however, they clainmed that there are still
some quality problems. The principal quality conplaints

were 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 sonetines show obvi ous
signs of freezer burn, and

the wong sizes of fillets are sonetines
del i vered.

We concluded that there is a need to continue to inprove
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 grewing food service market
segment. I1f and when it attenpts to do this, gquality
control will become even nore inportant because the
Corporation will be ccnpeting against established suppliers

{for exanple ‘the supplier of I|celandic cod) whose products

are of excellent quality.
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6. PRI CI NG AND | NVENTORY CONTROL

In recent years the Corporationts policy has been to

force selling prices up as rapidly as possible and,

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

resi stance. (Appendi x H consists of a statistical analysis

of product pricing from 1974 to 1978) .

We cor.eluded that the Corporation has attenpted tc push
prices too high toogquickly with the following conseguences:

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 major
species, and Appendix | for an aged
anal ysis of inventory as at August 31,
1978) .

.Some buyers have actually switched to
et her speci es. (During the course of our
field interviews, we were told that sone
sauger buyers actually switched to perch
when the Corporation announced its | ast
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
Appendi x J which consists of a specific case history which

we docunent ed.

Appendi x K consists of an analysis of inventory costs. Thi s
shows that in the 12 nonth period ended March 31, 1578 the
average cost per pound per nonth of holding inventory rose
8.6% In March, 1978, this cost was 1.142¢ per pound per

nont h.

It is obvious that there is a need to revise the Corporationts
pricing policies and procedures in order to reduce and contrecl
inventory levels. W zhall cover this topic in the

“Recommendat i ons” section of the report.
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NEW PRODUCT DEVELOPMENT

This marketing activity falls into two basic categories
as follows:

.1 The nodification (inmprovenent) of an existing
product and/or package to produce a nore sal eable
item for a well established market.

.2The devel opnent of an entirely new product (in
this case using coarse fish) for a new market
i n which the demand nust be created.

FFMC IS not presently engaged in a mgjor product inprovenent
program however, we believe that there is a definite need
for the Corporation to devote tine, effort and funds to
this activity. Mre specifically, it should be attenpting
to develop high quality, deboned fillets for the restaurant

and institution market, and later for the retail trade.

FFMC is also not attenpting 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 devel oping an
entirely new product and creating a demand for it in the

mar ket pl ace.
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It is not unusual for a |arge organization to spend
several hundred thousand dol | ars devel oping and testing
a new product and, when it is launched, to spend in excess

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

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

products introduced in North Anerica fail withir the first

year.

In view of these facts, we do not believe that FrMc can
justify the major cost and high risk of new product
devel opnment using funds which woul d otherw se be paid to

fishernen.

On the other hand, if the devel opment of new products based
on coarse fish is judged to be a sound and practical means
of strengthening the econony, we believe that the
interested provincial governmente ghouid fund ancd or gani ze
this type of project, with matching financial assistance
fromthe federal government. Needless to say, if such gz
project is undertaken, those responsible should use FrMc

personnel to conduct the necessary nmarket research and test

mar ket i ng.
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During our field survey, we did not di scover any promising
opportunities to nmarket 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.

DI STRI BUTI ON

We concluded that the FFrMC's present distribution practice
is basically sound. It sells direct to those narket
segnments in which there are a limted nunber of relatively
large and easily identifiable custonmers. Exanples of these
mar ket segnents are the gefilte fish producers, the snoked
whi tefish processors and the fresh fish whol esal ers who

supply the ethnic population in New York.

On the other hand, the rFMc sells through brokers or

distributors to other market segnments in which the brokers'

sales forces and other facilities are needed to cover a
large number of relatively small custoners. For example,
FFMC uses brokers to cover the food service and retail food
store market segments in Toronto, Mntreal and a number of

cities in the U S. Mid-West.
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As stated earlier, we do not believe that FFMC is making
the best possible use of its brokers. W interviewed the
brokers and concluded that they are all conpetent. Two or
three of them expressed an interest in working nore closely
with the Corporation to increase narket penetration in
their areas. One of them suggested the formation of a

mar ket i ng advisory group consisting of the rFFMc Marketing
Marager and a representative fromeach brokerage hcuse.

The group woul d meet two or three times a year to exchange
information and to plan marketing strategy and joint
pronotional programs. W believe that a marketing advisory
group of this type would facilitate the Corporaticn's

mar keting pianning and serve as a neans of strengthening

rel ationships with the brokers.

W' reviewed the rFMC's physical distribution system and
concl uded that the transportation and warehousi ng functions

are satisfactorily managed

The Corporation®accounts receivable position has been
relatively stable. There appears to have been a close
wat ch 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 conpares
favourably With the experience of other conpany’'s selling

in simlar markets. The average collection period was

about 46 days for the year ended April 30, 1978, which is
slightly higher than other typical food processors. This

Is due to the large nunmber 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 sonme problens in
t he snoker accounts with whom there were substanti al

pricing disputes. (Qher credit notes were of a routine
nature, and ia the 1977/78 fiscal year anounted to 1% of
sales or $258,346. Appendix M contains an analysis of *

credit notes.

Ccmmencing this year, the Corporation established a formal
credit policy to assist in the administration Of accounts
receivable. We judged that this function is being

satisfactorily nanaged and control | ed.
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PROMOT| ON

We concluded that FrFMc's advertising and pronotion efforts
are inadequate. The Corporation distributes sone attractive
literature such as the Product Information brochure and the
bookl et entitled “Recipes From Freshwater Country’  Beyond
this, ‘however, it does little to pronote its products on a

sel ective basis in specific market segnents.

During the 1977/ 78 fiscal year, FFMc spent only $51, 000 on
promotion. By contrast, many manufacturers of consuner goods
spent in excess of 3% of sales annually on advertising and

pronotion sinply to sustain the demand for their products.

We believe that rFrMc should be prepared to spend at |east- 1%
of sales, or approxinmately $250,000 per year, on advertising
and promotion.  This budget should be spent to selectively
pronote the Corporation's products in the nore attractive

mar ket segnments. Suffice it to say here that we do not
believe that rFMc shoul d necessarily spend heavily to support
its products in the Canadian retail food chain market. ¢
is extremely costly to stinulate consumer demand to the

point where a relatively unknown product will nove off the

chain store shelves in a satisfactory nmanner. Furt her nor e,
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i f the product does not nove, nost chains will quickly
delist it to nmake roomfor a faster noving item (It
shoul d be noted that Steinbergs in Mntreal has already

delisted certain rFMc products)

During our review of FFMC promotion activities, we checked
wth both the Federal and Manitoba governnents to determ ne
whet her the Corporation makes full use of their pronotion

assistance programs. They assured us that FFMC does, in

fact, participate in appropriate prograns such as trade

shows.

10. THE MARKET

For purposes of defining, analyzing and di scussing the -
market for freshwater fish, we have chosen to break it
down into six easily identifiable market segnents.  Tpese,
together with our estimates of market potential, gre as

fcllows:

See diagramon foll ow ng page.
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ESTI MATED POTENTI AL
MARKET SEGVENT 000 LBS,/YEAR
. New York Fresh Fish Market 3, 000
2. US. Retail and Food Service
Markets (sel ected geographi cal 31, 600
areas 1)
3. Canadian Retail and Food Service
Mar kets (sel ected geographi cal 17, 800
areas?)
Smoked Wi tefish Market 2,500
Gefilte Fi sh Market 5, 000
Eur opean Market: not avail abl e

As stated earlier, the U S and Canadi an governnents gather
virtually no statistics on the freshwater fish market. As
a result, we had to devel op the above estimates on the
basis of information obtained from brokers and custoners,
and by making certain assunptions. The retail and food
service estimates are based on the follow ng per capita

consunption figures provided by the Canadian and U.S.

,,,,,,,

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

1. T&linois, Mirresota, Michigan, Chi o, Wisconsdn,and Buffaloarea

2. Quebec, Ontario,Manitoba, Saskatchewan and Alberta
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governnents respectively:

.Canadi an consunption, all fish (1976) : 16.09 1bs

.Canadi an consunption, freshwater fish: 0.57 1lbs
or 6.0z of total fish consunmed

“ U 'S. Consunption, all fish, (1976): 13.0 1ibs

In the absence of statistics on y.s. consumption Of

freshwater fish, we assuned that (as in the case of Canada}

6.0%of all fish consumed is freshwater fish.

Later, when we break out the food service segnent of the
mar ket separately, we used a U S. Department of Commerce
estmatet hat 60% of all fish consuned in the US is
consuned outside the home (i.e. in restaurants and

i nstitutions)

It is very inportant to note that the first five market
segnents listed above do not represent the ftota? Canadian
and us. markets for freshwater fish because we have
confined the retail and food service segnments to “sel ected
geogr aphi cal areas" which, we believe, represent the most

prom sing market areas for FrMC.
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The table bel ow conpares the estimated potential in each

segment with actual 1977/78 rrMc sal es.

ESTI MATED 1977/ 78 % OF
MARKET SEGQVENTS POTENTI AL FFMC SALES POTOE‘JTIAL
' 000 LBS/YEAR 000 1uBS ! g
1. New York Fresh Fish Market 3,000 1,000 33%
2. U S. Retail and Food Service
Mar ket s 31, 600 10,500 33%
3. Canadian Retail and Food .
Service Markets 17,800 4,200 24%
4. Snoked Whitefish Market 2,500 1,700 68%
5. Gefilte Fi sh Market 5,000 4,200 84%
6. European Market .- 5,100 T

These figures show that rrMc's present market penetration
iIs lowest in the growng U S. and Canadian retail and food

service segnents.

Appendi x N contains a detailed description and analysis cf
the six market segments |isted above (including information
on distribution channels, brokers, customers, consuners,
conpetition, -and FFMC's position and future prospects)
Exhibit 2, attached to Appendix N, consists of a detailed
anal ysis of rrMc sal es by species in each of the narket

segments.
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After studying and anal yzing these market segnents, we

concl uded that:

.Over the past five years, the Corporation
has been able to sell nost of the fish
delivered to it, with the exception of
significant quantities of whitefish and
sauger which remain in inventory because
they were overpriced. |t has disposed of
its products at i ncreasing prices Wt hout
appreci abl e expenditures or advertising and
pronotion, wusing a very small sales force.

.Looking to the future, however, we see a
definite need to strengthen the Corporation’s
position in certain market segnents -
principally the US. and Canadian food service
markets.  This will pernit FFMC to sell
gradual |y increasing quantities of fresh and
frozen products in these markets, as other
segments such as the New York ethnic narkets
continue to decline.

By providin,stronger support for brckers and distributors
in the food service field, and by inproving its reputation
for quality and service, rrMc will be in a better position

to continue to increase prices in the face of |ower priced
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alternatives such as lcelandic cod fillets. W shall

di scuss this subject in greater detail in the

“Recommendati ons” section which follows.
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RECOMMENDAT 10NS

This section contains specific recommendations ained at
overcom ng the principal problens which we identified and

di scussed in the “Findings and Concl usi ons” section. Reader s
of the report may therefore find it helpful to refer once

again to the “Findings and Conclusions" section for the

rational e underlying some cf the recommendations.

It is very inportant to note that various menbers of FFMC's

managenent have already started to inplenent some of the

recomendations di scussed below, entirely on theiT oun initiative.

(For exanple, the Corporation is currently attenptin, tc recruit

and hire a senior marketin executive )

1. ORGANI ZATI ON OF THE MARKETI NG FUNCTI ON

1.1 Stweture and Stagfing

There are two.alternati,s for strengthening ... structure

and staffing of the Corporation’s marketing functicn.
are as foll ows:

.1 Hre a President and Chief Executive officer
who i3 a highiy qualified general nanagenent
executive, but whose main expertise lies in
t he marketing managenent field. He would then

Thnese



Thorne
Ridden

Associates Ltd.

assunme overall responsibility for planning,
directing and controlling marketing operations.
He woul d have to devote approximately 75% of
his tine to this function and woul d thus have
to have highly conpetent Vice Presidents
responsible for the other major functions -
production and finance.

2H re a conpetent and highly experienced Vice
Presi dent Marketing t0 asszume overall
responsibility for the marketing function on
a full tinme basiS. He would report to the
President, and he woul d have the sal es staff
reporting to himthrough the Sal es Manager.

We favour the latter alternative described above because
we consider that the rFrFMc's marketing function is vitally
inportant and requires the full time attention of a senior

executive.

The Corporation nmust be careful to hire a highly qualified
mar keting executive with a proven track record. In our view,
It wculd be completely in order to recruit the Vice President
Marketing froma different industry such as the neat

packi ng industry or one of the large food processing anéd

distribution conpanies. \W 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.

We are aware that the salary |level proposed here for the
Vice President Marketing is above the limt currently
established by the federal governnment for senior nanagenent
personnel in rFMC. W Dbelieve, however, that this
restriction can legitimately be circunvented by making use
of Interchange Canada - the federal governnent’s executive

I nterchange program This program facilitates the tenporary
transfer of managenent personnel between the federal service
and the private sector. {Further details and assistance can
be obtained from M. B. Schumacher, Director |nterchange

Canada and International Prograns, Public Service Ccmmissicn

of Canada, Otawa)

At present, there is a sales Manager and three sales
Representatives (the Frozen Fish sales Coordinator the Fresh
Fi sh Sal es Coordi nator and the Manager cCleveland O fice)

We recommend that initially one additional Sales Representative

be added to this group. This would permt far better market
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coverage as foll ows:

- one Sal es Representative managing the
sal es desk,

- two Sal es Representatives covering the
brokers and custoners in the U S. Md
West and California,

.one Sal es Representative covering the
brokers and custoners in Canada, and

.2 Sal es Manager supervising the Sales
Representatives, assisting on the sales
desk, visiting the agents in Europe and
calling on the custonmers in New York.

Appendi x O shows the recomended structure and staffing in
chart form and Appendi x P contains proposed position
descriptions for the Vice President Mrketing, -the Sales

Manager and the Sal es Representatives.

1.2 Functions and Responsibilities of the
Chairman and Members of the Boanrd

The basic responsibility of any Board of Directors, including
the FFMc Board, is to ensure that the owners’ interests]
are properly | ooked after or, in other words, to ensure that

satisfactory results are achieved by management.

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

1. In this case, the participating governments (Manitoba, Saskatchewan,

Alberta, N.W.T., Ontario and the Federal Government) should be reganded
as the "cuwnens.
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It is inportant to note that the Board of Directors is there

to nmonitor and assess overall results, and not to becone
involved in detailed decision making. It follows that the
Board shoul d not be expected to determ ne or approve such
things as individual selling prices, prices paid to fishermen
for each species, etc. Detailed decision making of this type
shoul d be delegated to managenent, and the Board should concexrn
itself with total revenue generated, the total amount paid tc
fishermen each year, and the overall average price paid to

fishernmen.

We recommend that the Board should assume the follow ng
specific responsibilities in order to ensure that FFMC
managenent produces satisfactory results:

.1 Approve the hiring and appointnment of the
President and all senior nenbers of nanagenent
reporting to the President, in order to ensure
that the top managenent group is highly conpetent
and properly qualified.

.2 Establish the conpensation to be paid to the
Presi dent and other nenmbers of senior
managenent reporting directly to him

.3 Review. and approve the objectives, plans and
budget s devel oped by nanagenent for the year
ahead.
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Moni t or performance throughout the year
to ensure that objectives are being
achi eved or exceeded w thin budget.

Instruct the President to take corrective
action whenever this is deened necessary
to correct an adverse trend.

Revi ew and agpprove corpcrate policies and
policy changes recommended bLv the President.

Eval uate and approve nmjor expenditures
not provided for in approved capital or
operating budgets.

Establ i sh new byl aws or revise existing
byl aws when deened necessary.

Keep the participating governnents advised

of FFMC performance. Each Director should

be responsible for keeping the governnent

t hat appoi nted him advi sed of FFMC perfornmance,
and for ensuring that FFMC i s responsive

tc the requirements of his governnent (provided
overal | resuits are NOt adversely affected)

Provi de managenment with advice and gui dance
when needed.
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.11 Assist management with the devel opnent
and mai ntenance of a favorable FFMC
public image. Each Director should be
responsi bl e for assisting nmanagenent
inits efforts to comunicate
effectively with fishernen, governnent
officials, the press and the public in
his province. Wen warranted, Directors
shoul d criticise nanagenent in the privacy
of the boardroom however, they should
support nmanagenent and the Corporation as
a whole in public. Any pirector who feels
it necessary to criticise the Corporation
in public should first resign fromthe
Boar d.

.12 Assune ultimte accountability for overal
results achi eved by the Corporation.

The Chairman of the Board is responsible for ensuring that
the Board as a whole, and the individual Directors, carry
out the responsibilities listed above. Mre specifically,
we recommend that the Chairman’s responsibilities should

be as fol |l ows:

Assunme all responsibilities listed
above for nenbers of the Board.

.Ensure that the Board and the _
i ndividual Directors, carry out their
responsibilities.



Thorne - 40 -
Ri dden
Associates Lt d.

Plan and call regular and speci al
neetings of the Board.

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

.Chair Beard neetings.

- Ensure that adequate mnutes are kept
for each nmeeting and that mnutes are
circulated to all Board nenbers pronptly.

- Maintain close and cordial working
relationships with participating
provi nci al governments.

In our view, the Chairman should definitely not become

involved in the day-to-day managenent of the Corporation.

1.3 Qualifications of Board Membors
We recommend that the federal and provincial governnent
officials who are responsible for appointing nmenbers to the
FFMC Board take particular care to ensure that they

recomrend properly qualified persons. Those appointed to

the Board should possess nost of the following qualifications:

broad managenment experience, preferably
in one or nore sectors of the focal
processing and distribution industry,

i n-depth experience in a specific field
of management such as finance, marketing

production, physical distribution, personnel,
labour rel ations, etc.

technical or professional qualifications,
for exanple: accounting, law, economics,
engi neering, 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 responsible for
appcinting Board members t O ensure, if possi bl e, that a
variety of skills is represented on the Board. At *he
very least, there shoul d al ways be one Board nmenber with
extensi ve nmarketing experience, one with financial
managenent experience, and one W th production management

experience.

1.4 Committees of zhe Board
So far nenbers of the FFMC Board have not seen fit to

establish commttees of the Board.

o We recommernd that the Board establish at least two committees
as follows:

.a Marketing Committee, and
.a Finance Committee.

Each conm ttee shouid consist of three suitably qualified

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

for :

keepi ng abreast of changi ng market
condi tions,

.screening and anal yzi ng FFMC inarketing
obj ectives. plans, programs and budgets,
and

.closely nonitoring marketing performance
ard results.

Needl ess to say, the Marketing Conmm ttee would be carrying
out these responsibilites on behalf of the full Board of
Directors, and would report to the Board at each neeting.
It would interpret marketing results and trends for al
Board nenbers, and nake reconmendations for Board action

(or managenent action) when necessary.

The menbers of the Commttee would have to devote a good
deal of tine to their responsibilities and would thus have
to be paid higher fees than the ether Directors. In our
view, however, they would be perforning a very valuable
servicef or the Board by providing nore thorough nonitoring
of the FFMC's marketing operations, and by keeping the other

Directors nmore fully inforned.
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Finally, the Finance Cormttee would assume simlar
responsibilities with respect to the FFMC's financi al

managenent function.

2. PLANNI NG DI RECTI ON AND CONTROL OF THE MARKETING FUNCTI ON

Prior to the commencenent of each fiscal year, the Vice
President Marketing, in consultation with the President
and Vice President Finance, should devel op detail ed

obj ectives, plans and budgets for the year ahead. The
obj ectives should include, but should not necessarily be

[imted to:

.sal es of each product in each market
segnment, expressed in pounds and dol | ars,

selling price range for each product in
each market segnent. (We shall discuss
pricing in a |ater sub-section; however,
it should be noted here that we are
recommendi ng the setting of pricing
obj ectives in the formcf ranges t0 allcw
managenent sone flexibility during the
course of the year j,

.maxi mum average and nininum inventory
| evel s for each product,
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initial prices to be paid to fishernen
for each species, expressed as a price
range and including winter prem uns,

initial paynents to fishernmen for each
speci es, and

final paynments to fishernen for each
speci es.

The plans for the year ahead should include: a discussion
of market conditions and trends; g description of how the
various objectives wll be achieved (including a preview

of the advertising and pronotion progran) and an indication
of who will be responsible for carrying out the various

programs./’

The Vice President Marketing should submt the nmarketing
obj ectives, plans and budgets to the President for review
and approval. Once approved, the President should submit
them to the nenbers of the Board, a+ jeast one month before

the neeting (orseries of neetings) at which the Boazd

1. See Appendix Q for a detailed descripticn of the 4ommat and coutents

of

the proposed annual manketing plan.
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woul d review and approve the objectives, plans and

budgets.

During that nonth the menbers of the Marketing Conmttee
of the Board should carefully screen the objectives,

pl ans and budgets, and should come to the nmeeting fully
prepared to assess themfor the other nmenbers of the Board

and recommend changes if necessary.

The Vice President Marketing should be required to attend
the Board neeting (or neetings) at which his objectives,
pl ans and budgets are reviewed. He would then be

avail able to answer questions, explain his rationale, and

modi fy 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
shoul d execute the plans and the Marketing Committee of

the Board should nonitor progress. The Board shoul d meet

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

IZ s dmportant to note that the process desenibed above refers only

to Zhe development, neview and approval of matketing objectives, plans
and budgets. We envisage that appropriate members of senior management
will also develop objectives, plans and budgets for other key functions
such as finance and accounting, field operations, processing cperations,
etc. ALL objectives, plans and budgets will then be consolidated and
reviewed by the President, and presented to the Boand fon approval.
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every two nonths to review progress versus objectives,

and to receive a briefing fromthe Marketing Committee.?

Al members of the Board should receive the follow ng
monthly reports:

.an operating report show ng sales by
species (in pounds and dollars) and a
breakdown of operating expenses. The
report should show the actual figures
conpared w th objectives and budgets
for the nmonth and year-to-date.

.an exception report fromthe Vice
Presi dent Marketing show ng any significant
devi ations from the approved objectives
and budgets, explaining the reasons for
these deviations, and describing what
corrective action he is taking.

- an aged inventory report show ng inventory
by species, o0to 6 nonths, 7 to 12 nonths,
l1to 2 years, over 2 years, and

.an aged accounts receivabl e sunmary showing
totals overdue ané a list of custoners who
are in arrears for mgjor amounts (over $10, 000)

Z. We are in fact recommending that the Board should hold regular meetings
every two mouths throughout the year; however, when objectives, plans
and budgets are being neviewed and approved each dpring for Lne yean
ahead, we believe the Board will have to hold two or three additional
meetings for this purpose.




Theme
Ri dden
Associ ates Ltd

- 47 -

MARKETI NG STRATEGY

It is obvious that marketing strategy nust be changed from
time to time as market conditions and/or the supply

situation changes; however, we reconmend that the Corporation
adopt the followng strategies for the foreseeable future

W shall list these strategies here and discuss them nore
fully in |ater sub-sections of the report. It should be
noted that FFMC has already started to use sonme of these
strategies on its own initiative.

.1 Make every possible effort to induce fishermen
to increase the winter supply of fresh fish

.2 Concentrate on strengthening FFMC's position
in the food service market segnents in the
U S. Md-Wst and Canada, in order to increase
the volume of fish sold to these market segnents
by approxi mately 10% and to continue to obtain
price increases each year

.3 Inmprove market coverage in all North American
mar ket segnents; increase the use of Field Sales
Representatives to call regularly on brokers,
distributors, whol esal ers and end user custoners.

.4 Increase spending on advertising and pronotion;
devel op and inplenent advertising and promotion
prograns ainmed specifically at the U S and
Canadi an food service nmarket segnents.
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.5 Undertake a product inprovenent program
ai med at devel opi ng higher quality deboned
and boneless frozen fillets (Particularly

whitefish) for the restaurant and institution
t rade.

6Continue to selectively increase selling
prices each year, but use a nore flexible
approach to pricing (i.e. permt the sales
Manager and his Sal es Representatives to
vary prices within approved limts as demand
and supply fluctuate throughout the year) .

.7 Make nore effective use of the Corporation’s
brokers; use them as a source of marke'
information and advice on marketing strategy;
involve themin joint pronotional prograns.

.8 Make a concerted effort to inprove conmunications

wth fishermen and to generally strengthen

the Corporation’s public imge. (Note: Ve
consider public relations to be an inportant
aspect of the marketing function in its

br oadest sense; thus we believe the President or
Vice President Mrketing should assune
responsibility for planning and coordinating BR
prograns)

Appendi x R consists of tw sales forecasts for 1980/81 -

" Forecast A is based on the assunption that 110 changes are

made, while Forecast B is based on the assunption that
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all the above reconmendations are inplenented. A
conmpari son of the two forecasts shows that the inplenentation
of the recomendations shoul d produce a net revenue increase

of about $2.4 million by 1980/ 81.

SPECI FI C RECOMVENDATI ONS

Increase Winter Supply of Fresh Fish

Qur discussions wth provincial and federal governnent
spokesnmen, fishernen and others in the industry convinced

us that there are conplex technical, biological, sociological,
and political problens involved in increasing the proportion
of fresh fish caught in winter. Nevertheless, we believe
that FFMC should take the initiative in doing everything

possi ble to gradually increase the winter catch by 10
percentage points (i.e. fromthe present 25% up to 35% of

the total catch)

FFMC shoul d proceed as foll ows:

.1 Develop nmuch closer working relationships wth
the provincial governnment and N.W.T. gover nment
officials who are responsible for regulating the
catch in each province.
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.2 Explain in detail to these officials what
Is required and exactly what the benefits
wll be to fishermen in terms of increased
paynents.

.3 Establish nutually acceptable annual targets
for increasing the winter catch in each
province and the N.W.T. over the next five
years.

.4 Continue to offer the fishermen winter prem uns
for those species which are required (mainly
whi tefish)

.5 Ensure that the situation and annual targets
are effectively comunicated to all fishernen,
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
7

governments support it fully and, where necessary, enforce

wi nter quotas which are not presently being enforced.

Finally, we wish to point out once again that this program
represents the nopst promsing opportunity to increase paynents

to fishernmen in future years.
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4.2  Strengthen FFMC's Position in the Food Service Market Segments
We see the need to identify and exploit a stable nmarket
segnment in which rrMc can sell gradually increasing
quantities of its products and increase its prices
annually. This is needed to dispose of the grow ng
quantities of fish that have been building up in storage,
and to gradually replace the traditional ethnic market

segments Which are starting to decline and in which there

Is great resistance to price increases.

W have selected the food service industry (restaurants,
institutions and caterers) in the U S. and Canada as the
nost prom sing market segment on which to concentrate.
Qur reasons are as follows:

.1 1t is a large market segnment. According
to the U S. Departnent of Commerce, 60% of
all fish is consuned outside the hone, 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 Itis a growing market segnent. Both popul ation
and the proportion of total food eaten outside
the hone are increasing.
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.3 FFMC is currently selling a substanti al 33
proportion of its total volume to this end
user nmarket segnent.

.4 It is far less costly to effectively adverti se,
pronote and sell to the food service industry
than to the retail food chain industry.

(Selling through the retail food chains

requi res extensive mass media advertising

aimed at the consuner. By conparison, thorough
coverage of food service industry buyers can
be achi eved by neans of a modest advsrtising
programin a handful of trade journals.)

.5 W believe that if rFFMC can strengthen its
reputation in the food service industry (as
a dependabl e supplier of quality products) it
w |l be able to achieve annual price increases
whi ch woul d not be possible in otkher nmarket
segnent s.

Most of the specific recommendati ons which follow are ained
at strengthening FFMC's position in the food service nmarket

segnments in the U S Mid-West and in Canada.

Improve Matket Coverage

W have already recommended an increase in the nunber of

Field Sal es Representatives used by FFMC. This will permt
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the use of two Representatives to cover the U S. M d-Wst
(and California) on a full time basis, and one representative

to cover the Canadian narket on a full tine basis.

These Representatives should performthe follow ng main

functi ons:

.call regularly and frequently On FFMC's
brokers and distributors to: train and
work with their salesnmen; keep them
advi sed of product availability, price
changes and ot her devel opnents,

mwork with brokers and distributors on

FFMC promotions,

.call on key custoners (usually with the
broker or distributor sal esman) , and

.gat her and feedback market information
conti nuously.

Needl ess to say, a large proportion of the Field Sales
Representatives! time should be devoted to brokers and
di stributors who cover the food service industry, and

to end users in the industry.
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4.4

Inerease Spending on Advertising and Pronoti on

As stated earlier, we recomend that FFMC shoul d spend no
| ess than 1% of sales (or about $250,000 per year) on
advertising and pronotion. At |east 75% of this anount,

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

aimed specifically at the food service industry in the U S.
and Canada. These prograns should include:

.1 A series of hard-hitting advertisenents
in the trade journals that go o restaurant
and institution managenent personnel.

.2 Preparation and circulation of two attractive
brochures witten specifically for restaurant
and institution nanagenment personnel. and chefs.

.3 A series of high quality direct mailings sent
to selected custoners and prospects. These

shoul d be planned in conjunction wth brokers
and distributors.

.4 A series of receptions for selected restaurant
and institution managers and chefs (staged in
col l aboration wth brokers and distributors)
at which rFrFMc products are prepared and served.

The specific goals of these advertising and pronotion
progranms shoul d be to:
.make custoners and prospects nore keenly

aware of FFMC as a year-round, dependable
supplier of freshwater fish products,
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.enphasi ze the high quality of FrFMC
products, and

.establish the belief that FrMc products
are distinctly different in taste and

appeal, thus should not be conpared on

a Price Per pound basis with saltwater
fish products.

Finally, rrmMc shoul d engage the services of a reputable

advertising agency to assist with the design and production

of advertising and pronotion material, and the selection

of nedi a.

4.5 Undertake a Product Improvement Proghram

W recomend a product inprovenent programin two phases

as follows:

.1 Upgrade the quality control function
t hroughout the plant to ensure that the
quality of all products shipped out is
imprcved and maintained at a2 high level.

.2 Undertake the devel opnent of a series of
i nproved products for specific end users.
Start with the devel opment of 4 - 6 oz and
6 - 8 0z frozen deboned and/or bonel ess
whitefish fillets suitably packed for the
restaurant and institution trade. Lat er
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4.6

oooooo

simlar products should be devel oped
using other species, specifically
pi ckerel and sauger.

Selectively Inchease Selling PricesEach Yeanr

W recomend the adoption of a nore flexible pricing policy.
As stated earlier, the Vice President Marketing should set
price ranges for each product for the year ahead. Mmore
specifically, he should set a mninmum price and an average
price for each product. The average price should represent
the target to be achieved by the Sal es Manager and Sales
Represent atives; 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 m nimum price.

As a general rule, the Corporation should attenpt to increase
average prices each year by the estimted percentage increase
in the consumer price index; ! however, there are certain narket
segnments in which it will not be possible to apply this

gui del i ne, notably the market for fresh whitefish in summer,

t he snoker whitefish market and the gefilte fish market.

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

1. We are not necommending the use of the food price index because we believe
AL Ls currnently increasing too sharply to serve as a practical yardstick
gon FrMC price increases.
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W estimate that the consunmer price index will increase
by 85 in the U S. and 10%in Canada during FFMC's next
fiscal year - 1979/80. W therefore recomend adoption

of the following pricing objectives for that year:

- frozen processed products sold in the
U*S. and Canadian retail and food service
mar ket segments . . . . . . . 9% increase

- frozen processed products sold in European
markets . . . . . . . . . . . 9% increase

. all fresn fish sold in the wnter nonths
LR . . e . . .. . . . 9% increase

- fresh fish, particularly whitefish, sold
in the summer nonths, should be offered for
sal e at or above the average price achieved
in the sumrer nonths during the current year.

In the case of snoker whitefish and frozen

bl ocks for the gefilte fish market, there

I's great buyer resistance to price increases.
Neverthel ess, we believe that rFMC shoul d
attenpt to negotiate a nom nal increase

(say 5% for the year ahead. The mazin goal
shoul d be to obtain firmconmmtnents from the
princi pal buyers for the entire year at a
predeterm ned price. It may be necessary for
#FMC to offer the buyers sone incentive such
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as a quantity discount in order to
obtain firm commtnents. |n the |onger
term FFMC W Il have to develop a nore
cooperative working relationship with

t he snoker whitefish and gefilte fish
processors in order to jointly exploit
the two narket segnments, and to avoid
confrontations of the type which occured
| ast year.

We cannot make specific pricing reconendations beyond the
next fiscal year; however, we believe that FFMC should nmake
every possible effort to obtain annual price increases which

are at least inline with the inflation rate.

4.7 Make More Effective Use 04 Brokers
Apart from obtaining market information fromthe brokers on
a continuous basis (through the Field Sal es Representatives) |,
we endorse the suggestion made by one broker that FFMC
shoul d establish a “Marketing Advisory G oup” (MAG)

consi sting of:

the Vice President Marketing and the
Sal es Manager representing the Corporation,

.a representative fromeach of FFMC's U S
and Canadi an brokers.



Thorne
Ri dden
Assodiates Lt d.

The MAG should neet two or three tinmes per year to: exchange
information and ideas; to give the brokers’ representatives
an opportunity to advise rrMc on marketing strategy; and to
plan specific pronotional and other prograns involving

FFMC and broker personnel.

Improve Communications with Fisherumen and Strengthen the Corporation’s
Public Image

W recommend that a proportion of FrMC's advertising and
pronotion budget should be used in an effort to improve

conmuni cations with fishernen.

In addition to the newsmagazi ne “Freshwater Country® the
Corporation should send all fishernen a simple quarterly
report showing results for the quarter and year-to-date and,
where appropriate, highlighting inprovenents over the

previ ous year.

The President (or Vice President Marketing) should include in his

pl ans for the vear ahead a schedul e show ng when each majex

nmeeting with fishermen’s groups will take place, and who will

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

represented at such neetings by two senior officials, preferably

the appropriate nmenber of the Board and the President.
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Turning to the broader subject of strengthening the Corporationts
public inmge, we believe FFMC shoul d issue a news rel ease
whenever there is a newsworthy devel opnent (or achi evenent)

i nvolving the Corporation. In addition, if and when the
Corporation is unjustly criticized in the nmedia, top nanagenent
shoul d take whatever steps are necessary to obtain equal coverage
of FFMC's rebuttal or denial. If it becones absolutely necessary,
we believe the Corporation should place paid advertisenments

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

record straight.
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TERMS OF REFERENCE

| nt roducti on

The Terns of Reference provided by the Mrketing

Comm ttee define the parameters of the study. we
agree with these Temsof Reference and have incl uded

t hem in subsequent paragraphs. The follow ng statenent
of objectives has been included as a suppl enent to the
Terms of Reference indicating the specific purposes of
the st udy.

Statement Of obj ectives

These objectives were extracted from the docunment which
acconpanied the Terms of Reference. They discuss the need
for the study and indicate specific goals which nust be
achieved to ensure the success of the study.

The objectives are:

.t 0 obtain an appreciation for the extent of the market
for fish harvested in the Freshwater Fish Marketing
Corporation area of operation....

(to develop) an understanding of the prices at which
the voluwnes of traditicnal fisheries products will
elear national and internztional marskets....

- {to-identify} the cpportunities available to develop
markets for "coarse" fish species....

. (to develop) a comprehensive urderstanding of

fisheries marketing problems....

(to develop) strategies (which will) be recommended to

eliminate current problems....
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These objectives can be met within the context of the
Terms of Preference.

Statenment of the Terns of Reference

To conduct an examination of the total marketing operation of the
Freshwater Fish Marketing Corporation (FFMC)with a view to advising
the Board of Directors of the adequacy of present procedures and,

1f required, to recommend changes on a priority bcsis to attain the
objectives of the FFMC.

Detailed Decscription of ‘the Assianment

-

1. The Industry: To.review the FFM(C's position in the industr

~

X

relative to size (e.g. production and value of productior),
rumber of firms, level of concentration, nature of competiticn,

leadership and institutional constraints.

2. The Firm: To review the marketing objectives, procedures and the
organization emwloyed to implement policies and attain objectives
ineluding documentation of responsibilities and authority wested
in the Board ¢f Directcxs, Chairman and Seni Or management as they
reiate t0 the marketing function. Of particular concern is the
division of responsibilities between the Beard of Directors, the
Chairman and senior management relative to the marketing function,

and the aegree to wn ic! 8 dlewer rasporsibsih . tieS are adrered o,

(¥

The Market: Torevicw the structure of the marker, inc iuding the
number of customers and geographic distribution. Of partieulor
concern is the performance of the FFMC in market development <in
terns of penetration and segmentation of the Canadian domestic

market and the <ntermaticnal market.
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4. The Product: To review the FFMC 's product policy relative
to prices, inventory control, quality, share of the market,

product line sizes and growth, new product policy and product
deletion policy.

Of particular concern is the FFMC 'S

{a) Inventory policy and the criteria used relative
to the sale of production oz the retention of
production Z»n inventory

(b) Rew product policy relative to product development

(e.g. mullat and cutter whitefish)

5. Distribution: To review channels of distribution, distribution
volicy and physical distribution system including an assessment
of accounts receivable, average collection period, bad debts and
disputed invoices which may result in adjustments to invoiced
rrices. Of particular concern will be the development of customer

profiles for major customers.

6. Promotion: To review the adequacy of the FFMC's product promotion
cetivities, resources allocgted to marketing and the sales information
repcrting system and organization. Of particular concern isthe
FFMZ's product promotion goals relative to the development of
domestic markets and the promotion of coarse fish. Has FFMC aqvailed

itself of govermment promotion vrograms and faciliiies.

7. Pricing: To review the FFMC's product pricing, policy, the basis on

which prices are set and the flow of pricing decisions within the
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APPROACH AND METHODOLOGY

We plan to conduct the study in three broad phases, using
the methods and techniques described bel ow. We expect that

there wll be sone overlapping of these phases because each
W Il consist of several tasks which will be perforned in

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

Phase | - Perscnal Interviews and Survey

As the title implies, we will begin our work by conducting
interviewsWithavarietyof people concerned with the

future cf the Corporation. The list of people includes:

.menbers of the Board of D rectors
menbers of the Advisory Conmttee

menbers of seni or managenent including,
but not necessarily limted teo, the
President, the sSales Manager, the Frieléd
Operati ons Manager, etc...

- menbers of the sales staff
.brokers representing the FFMC

.custoners including large and small buyers
of FFMC products

representatives of the producers, possibly
thrcouch the Inland Commerci al rFishermen's
Asscciation

. representativesof the provinci al agencies
whose mandates give them authority to regul ate
seasonal and individual quotas, duration of the
harvest period, etc.... and whose attitudes and

deci sions have an inpact on the marketing operation
of the Corporation.




Thorne -2 .
!E Ri dden
Associates Ltd.

The purposes of these personal interviews are:

to receive input froma wde variety of
interested parties who are directly or
indirectly involved with the marketing
of freshwater fish products

to develop a basic understanding of the
roles of the Board of Directors, the
Chai rman, the President, the Sal es Manager
and the sales personnel and their inter-
rel ationships and influence in the marketing
operation of the Corporation

to examne the results of the current marketing
prograns of the FFMC in order to assess the
impact of these prograns on the producers and
customers

These interviews will be perforned by qualified nmenbers of
our project team These consultants will use interview
guides specifically prepared for each group of subjects.

Upon conpletion of these interviews the results will be
conpiled and consolidated. Prelimnary conclusions can

t hen be devel oped concerning the environnent and effectiveness
of the marketing operation of the Corporation in the

donmestic and international market place. It should be rnoted
that the overseas agents of the FFMC will be contacted by

long distance telephone and if further information is
necessary? witten requests, prepared by the project tean,
will be sent tc them.

We plan to supplenent the information obtained during these
interviews by means of two nmail surveys, one covering
custoners, the other covering preducers: Each of these
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surveys w |l be conducted by neans of questionnaires
whi ch 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 wll examne the perceived quality of
product and service provided by the FrMc and its brokers.
Qur experience with simlar surveys indicates that we can
expect to receive between a 20% and 40% useabl e response.

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

representative of the groups surveyed. The information
provided by these surveys will be used to further validate
the Preliminary conclusions derived fromthe Persona

i ntervi ews.

At the conclusion of this phase of our work e will nave
devel oped an accurate profile of conditions jp the market
pl ace as perceived bhy:

.the Producers
the Provincial governnment agencies
the rFFMC managenent, staff and agents
- the Custoners

The results of this type of research are invaluable when
attempting to analyze 2nd interpret the causes of marketing

croblems within any organization or industry.

In order to have a full understanding of the market, it is
necessary to examne it froma quantitative viewpoint. Thi s
exam nation will be carried out in the next phase of the

st udy.
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Phase Il - Statistical Research and Analysis

The activities of the preceding phase will result in a
conpr ehensi ve exam nation of current operating conditions
and the inpact of the operational relationships within
the Corporation and its sphere of influence. Tn Phase |
we plan to extend the l[imts cf our research to include
the domestic and international narkets wkich have the
potential to absorb the production of the rFFMc fishernen.

Our research jnto these markets will be based upon an
analysis of statistical data and other information supplied
by:

the Corporation

the Freshwater Institute, Fjsheries and Marine
Servi ces

Provi nci al government agenci es
State and Federal governnent agencies in the U S
Statistics Canada

Private research agencies, such as the Maclean
Hunter and Southam Market Research bureaus.

Qur approach wll be to obtain and scrutinize data from
these sources, in order to establish supply and demand

vol unes, patterns of seasonzlity, product preferences,
pricing structures, etc... This will enable us to identify
opportunities to expand the Corporation's shars of naticnal
and international markets andg, if pessible, idenzify
opportunities to devel op markets for “coarse” fish species.
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When either of these opportunities have been identified
on the basis of statistical data, we wll begin a
prelimnary investigation of the current conditions in
each market segment to obtain further information on

t he demand, pricing and current supply situation for the
various species. |n this instance, we plan to use |ong
di stance tel ephone as the communications medium W will
request supporting docunentation as necessary.

W plan to continue these prelimnary investigations only
until we hzave obtained enough information «c enable .. +¢
devel op concl usions on the probable success of tha prMc
products in each market segment. as a result, cur
subsequent recommendations on the devel opment of rew market
segments will be based on nore than statistical data, _.a
wll in fact reflect actual operating conditions.

After having conpleted the statistical research and analv
and other relevant research, we will consolidate our findings
and devel op an accurate outline of the donestic and
international markets.

S15

At this point we will have completed our research and will
nove into the final phase of the study.

Phase |ll - Repor: Precaration and Presentation

We plan to review our £findings and prelimnary conclusions,

consolidate and refine all available data, and devel op
final conclusions and recomrendations, prior to drafting

our report.
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Qur project team will draft a report which wll present
the results of our study under seven mgjor headi ngs,
corresponding to the key itens in the Terns of Reference:

The |ndustry
The Firm
The Mar ket
The Product
Distribution
Pronotion

0 Pricing

Bow e

~ o u
.

| n our report we W Il address the points specified in

the Terms cf Reference under each of these headings. our
Recommendations will be inciuded in a separate section ctf
the report. Each reconmendation will relate to a specific
point nmentioned in the Terms of Reference. e will prepare
a draft report and present it to you for your review, priox
to the conclusion of tke assignment. W plan to nmeet with
youto discuss this drxaft and to make any changes in wordi ng
or enphasis which you deem necessary. rollowing the neeting,
W will prepareafinal version of our report and submt

it to you



Theme
E # Riddell
4 8 Associates Lt d.

APPENDI X C

LIST OF PERSONS INTERVIEWED




Theme

Riddell

Associates Lt d.

LIST OF PERSONS INTERVIEWED

D | RECTORS

J. G McFarlane

Wn G Brese

Cauvin

D. Nichol son

M Stewart

Carriere (by phone)
Valgardson

O vo <0

SPECIAL ADVISORY GROUP

R Kabaluk
M J. Paetz
C. A Bennett

PROVINCIAL & FEDERAL GOVERNMENT

Mani t oba
Al berta
Manitcha

Al berta

APPENDIX C

Nort hwest Territories

Saskat chewan

Manitcba

Mani t oba
Al berta

Nort hwest Territories

OFFICIALS

Hon. Ken M:cMaster, _

Minister cf Northern Affairs

M nister of Renewable Resources and
Transportation Services

W A. Kilassen,
Director of Resources Branch

L. Ringham

Assi stant Deputy M nister
Dept. of watural Resources
G E. Cooper,

Ceneral Manager

Government of Manitoba

Dept. of Northern

Ontario

Par kl and Reg
Devel oprent

i onal
I nc.

Saskatcnewar
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BROKERS/CUSTOMERS
H. Acker man, New Yor k
Bell Fish Co.
A. Messi ng, New York
Max Messing & Co.
S. Suttenberg _
Montrose Smoked Fish. Co. New York
J. Brownstein
Acme Snoked Fish Co. New York
M Nash
| . Rokeach & Sons New Yor k
M Rabinowi tz
Uni on Fi sheries New York
L. vitale _ _
Los Angel es Smoking & Curing Co. Los Angel es
V. de Corpo
International Pacific Seafoods Inc. Los Angeles
w. Merry
Merry Fish Co. Los Angel es
R Anderson
West Coast Foods Los Angel es
M Kotok
Kotok & Heims Corp. Buf fal o
E. Kulber
State Fish Inc. Cl evel and
c. Young
Euclid Fish co. Cl evel and
S. Mendese
Fulton Fi sh Cl evel and
E. Davis

Jacki e Davis & Sons Cl evel and
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A. Frohman

L. H Frohman & Sons Inc. Chi cago

H Gorelick

Uni on Randol ph Fi sh Corp. Chi cago

J. R Kornblatt

Pi ck Fisheries Inc. Chi cago

C. Metsakopoulos _

Chi cago Fi sh House Chi cago

B. Kozloff

Ben Kozloff Fisheries Ltd. Chi cago
Superior Fish (by phone) Chi cago

L. Davis

United Fish Distributors Detroit

M Mller

Ham | ton Fish Co. Detroit

L. Lowell

Salasnek Fisheries Detroit

D. Halpern (by phone)

Standard Fish Detroit

W J. Franks

Juhl Brokerage Inc. M nneapol i s
George Bal dwi n _
Juhl Brokerage Inc. M nneapol i s
L. P. Bialick

American Fish & Seafood Inc. M nneapol i s
W Long .
Continental M nnesota M nneapol i s

OTHER U. S. | NTERVI EWS

Griedl Fish (by phone) Oshkosh, W sconsin
Schwarz Fi sh (by phone) Sheboygan, Wsconsin
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R Bentley

Clouston Foods Toronto

R Robilliard

Clouston Foods Mont r eal

R Consigny _

Quebec United Fishernen Montrea

M. Waldman

Waldmans Fi sh Co. Ltd. Mont r eal

R McGavin o _

Boot h Fi sheries W nni peg, Manitoba
G oOfferwitz o _

I ndependent Fish Co. W nni peg, Manitoba

We also visited several retail fish outlets and chain stores
in the U S. and Canada

EURCPE

M Cleron (by phone)

|. Legrand, H Malo et Cie France

K. Juuranto (by phone)

Lej os Oy Fi nl and

B. Sjostrom

Mai m & St ahl Aktiebolag Sweden
FFMC STAFF

P . Mss _

Chai rman & Acting President

T. Dunn

Vice President, Finance

R Brooker
Sal es Manager

B. Denchuk _ _
Sal es Coordi nator, Fresh Fisn
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B. Johnson
Sal es Coordinator, Frozen Fish & Europe

A. Drobot

Field Operations Manager
H Shale _

Traf fic/ Purchasi ng Manager
J. Bodnar

Zone Manager, The Pas

D. Admral

Cost Account ant

C. Fudge

Controll er
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INTERVIEW GUI DE
AUGUST 1978

1. Wiat quality of each specie/product do you buy from FFMC?

2. Do you buy these species/products from any other sources?
| f so what other sources? could you estinate what proportion
FFMC supplies of your total purchases of each speci e/ product?
Does this proportion vary throughout the year? Why?

3. Could you estimate the total end user nmarket in this area
for these species/products. \Wo are your conpetitors?

4. Does FFMC fish conpete with saltwater fish and seafood?
Which saltwater products? Wiere in the market place? How
I's your business divided between saltwater and freshwater
products? Do you handle any non-fish products?

5. Wuld you describe what happens to FFMC's fish once it
reaches you? W are your |argest groups of custoners?
Are there any others? Wat éo they do with the fish? could
you estimate what proportion of sales are made to each nmjor
custonmer 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? Wen and why? How do
FFMC prices conpare wth those of other suppliers?

7. Wat has been the trend in prices? (check FFMC's own

statistics) What are custonmers reactions? Wat has been
the effect Or volume?
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8. Have your purchases from FFMC i ncreased or decreased (check)?
Wy ?

9. Are you satisfied with the physical service (availability,
reliability) provided by rFMc? How does it conpare wth other
suppliers? Are FFMC's pronotional efforts satisfactory?

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

10. Have you experienced problens with the quality of FFMC's
fish? Wat are the problens? How common are they? Whatis
the extent of clains on the FFMC relating to quality? How
does it conmpare with other suppliers?

11. Are there any freshwater fish products which you need ard which
coul d be supplied by the rFMc? Have species like nullet 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 iNn this area/elsewhere?
Have you explored this with FrFMc? Could you specify species,
form prices, likely volunes?

13. Do you have any general comments about the FFMC - their
products, service and market potential?
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APPENDI X F

PATTERNS OF DI STR IBIJTION FOR
MAJOR FFMC SPECIES
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KEY TO DISTRIBUTION CHART

Brokers/ Agents sell fish on behalf of the Corporation in

t heir individual geographical regions. They do not purchase
t he product but receive a conm ssion (3% based on sales
value. They use a sales force to sell to large distributors,
institutions and retail chains. The Dbroker/agent handl es

only frozen fish and processed products.

Processors buy frozen fish directly from the Corporation, and

t hrough processing, change it into a canned/smoked/breaded
product which is sold to distributors, retail chains and

i nstitutions.

Distributors/\Wolesalers buy the Corporation’s fish for the

purpose of reselling it in substantially the same form (They
may fillet and dekbone it for a particular end - user market)
Fresh fish is bought directly £frcm the Corpcration; frozen

and processed fish is bought through the local broker.

The distributors sell to the retail and food service trades.

When they sell 10 large institutions and retail chains, they
may compete With FFMC, selling thrcugh the local broker. Most

cf FFMC's di stributor custcmers handle only fish and rel ated
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products. There are sonme distributors, and a grow ng nunber,
who market a whole range of food itenms particularly to the

larger institutions and retail chains.

The whol esalers are generally of a smaller size than the

distributors and they cover a nore restricted geographical area.
Many operate a retail outlet and may buy fish froma distributor
rather than directly from the Corporation, because cf the small

quantities ordered.
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ANALYSIS OF INVENTORY LEVELS BY MAJOR SPECIES
1974 TO 1978
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ANALYSIS OF INVENTORY LEVELS BY MAJOR SPECIES
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ANALYSIS OF FFMC PERFORMANCE
1973 - 1978 (FISCAL YEAR)
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APPENDI X H

ANALYSIS OF PRODUCT PRICING
1974 - 1978 (FISCAL YEAR)BY SPECIES
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ANALYSIS OF AGE OF MAJOR ITEMS IN INVENTORY (000 LBS)
AS AT AUGUST 31, 1978




ANALYSIS OF AGE OF MAJOR ITEMS IN INVENTORY (000 LBS)

AS AT AUGUST 31, 1978

APPENDIX |

 wesms A 1710 | g Oy | ATE UL
MONTHS | AND OVER 5 YEARS ENDI NG
l APR. 30/ 78
‘ VW TEFI SH
Snoker 2,660 105 546 1,792
Export (frozen) 1,149 261 145 1,975
Continental (frozen) 673 130 315 823
Processed _ 808 26 12 2,624
‘ TOTAL WHI TEFI SH 5,290 522 1,018 7,214
[ PICKEREL
Frozen 295 4 4 714
l Processed 541 236 56 1,628
TOTAL Pl CKEREL 836 240 60 2,342
|
NORTHERN PIKE (frozen s processed) 230 4 ] 3,994
} —
SAUGER
| Frozen 798 325 25 610
Processed _ 17 452 218 __ 897
I TOTAL sauGer ﬂ 177 243 ﬂ
I TROUT (frozen & processed) ﬁ 41 i 663
] TOTAL | NVENTCRY (al | speci es) 8,933 1,692 1,448

* Excludes Fresh Fish Sal es

Thorne
ll Riddell

Associ ates Ltd.
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CASE HISTORY ILLUSTRATING THE CONSEQUENCES OF
AN INFLEXIBLE PRICING POLICY
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CASE HISTORY I[LLUSTRATING THE CONSEQUENCES OF
AN INFLEXIBLE PRICING POLICY

In 1975/76 the production of snoker grade whitefish was considered
to be of excellent quality. The FFMC sold 22mllion pounds to
processors of snoked whitefish in the U S. at an average price of
76¢ per |b. | nventory of snoker grade whitefish (including “lights”!
as at April 30, 1976 was 8,400 pounds.

The quality (size and fat content) of snoker grade fish deteriorated
in 1976/77 - the fish were smaller and of [ower fat content.

Despite this, prices were increased to yield an average of 82¢

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

vol une went down by 670,000 1bs. to 1.5 mllion pounds - a decrease
of 30%. Inventory at April 30, 1977 of 341,025 1bs. was sold

during the first 2 nonths of the new fiscal year.

The quality of the fish remained inferior in the 1977/78 year and
sales remained |l ow through the early part of the season. At the
end of 1977 prices were increased again, by 5¢ per 1b. from 85¢

to 90¢ per 1b. for Lake Wnnipeg “nediunf. The processors ignored
the increase and purchased 1.7 mllion 1lbs. of fish for the year -
an increase of 12% over 1976/77. The average price realized ky

t he FFMC aftzr end-of-year adjustnments, was 76¢ per |b. The
inventory at April 30, 1978 was one mllion pounds.

The processors bought throughout the season, certainly in the early
part, on the basis of a price of 854 per |b. However, after
end- of -year adjustnments were finalized, they ended up paying only
76¢ per |b. It is our firminpression that if the list price at

t he beginning of the season had been 75¢ per |b., FFMC woul d have
sold nore snoker grade whitefish
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The processors, we visited, were adamant in their view that they
woul d have purchased nore fish (one specified 20-30% nore) if
prices |ast year had been nore in line with fish quality.

The price has since been reduced to 65¢ per Ib. and at August 30,
1978 there was still approximately 550,000 lbs. of old stock in

I nventory, which has been held in storage over 12 nonths at a
cost-to-date of approximately 12¢ per Ib. As a result, the actual
return on the current sales of old stock is roughly 53¢ per |b.

- nmore than 30¢ per |b. below the prices charged during the
1977/ 78 season and nore than 20¢ per Ib. 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 inplications for the remainder of 1978/ 79.
The opening inventory was 1 mllion pounds; |andings have
historically varied between 2 to 2.5 mllion pounds and the most
sales ever earned in one year was 2.2 mllion pounds in 1975/76.

| STATI STI CAL SUMVARY OF SMOKER saALES AND | NVENTCRY

AVERAGE YEAR- END
YEAR SALES PRI CE/ LB | NVENTORY
' 000 LBS. $ '000 LBS.
1975/76 2.211 .5 | 8
1976/77 1,542 .83 ', 341
1977/78 1,728 76 ‘ 1,004
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ANALYSIS OF INVENTORY HOLDING COSTS
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ANALYSIS OF INVENTCRY HOLDING COSTS

APPENDIX K

MONTH HOLDI NG COSTS ($) | NVENTCRY POUNDS AVERACE PER c.w.T.
1976/ 77 1977/ 78 1976/ 77 1977/ 78 1976/ 77 1977/78 (9)

MAY 47,500 40, 000 4,913, 318 3,559,418 . 967 1.124
JUNE 54,000 76, 000 6, 536, 129 6, 190, 180 . 826 1.228
JUuLY 76, 500 97,000 7,387,058 7,868, 274 1.036 1.222
AUGUST 77,000 109, 000 8,472,819 9,804,746 .909 1.112
SEPTEMBER 97, 000 122,000 10, 808, 092 13,471, 293 . 897 . 906
OCTOBER 123,000 157,000 11, 580, 794 14, 646, 914 1. 062 1.072
NOVEMBER 104, 000 162, 000 10, 834, 442 13, 970, 681 . 960 1.160
DECEMBER 104, 000 143, 000 10, 092, 895 13,673,928 .970 1. 046 i
JANUARY 94,000 126, 000 8, 749, 868 12,187, 609 1.074 1. 034 |
FEBRUARY 77,000 125, 000 5,721,906 10, 438, 788 1.346 1.197 {
MARCH 67,000 102, 000 4,893, 100 8,929,817 1. 369 1.142 g
APRIL 49.000 98.000 | 3,925,034 | 6,196,043 1248 | 1.s82
TOTAL COSTS | 970,000 | 1,357,000 |
AVERAGES 80, 833 113, 083 7,826, 288 10, 078, 141 1. 033 1.122

]

HOLDI NG COSTS | NCLUDE

- Interest on average monthly inventory using Wei ghted average interest rate

on working capital |oans.

. Insurance -

| NCREASE 1977/ 78 AVERAGE GvER

- reuc Cold Storage (including handling)

. Qutside coid Storage (including handling)

nmonthly anmortization of 3 year term insurance policy ncte.

1978/77 AVERAGE +3.0%
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ANALYSIS OF AGED ACCOUNTS RECEIVABLE
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ANALYSIS OF AGED ACCOUNTS RECEIVABLE
DESCRI PTI ON DECEMBER 1977 APRI L 1978 JULY 1978
TOTAL ACCOUNTS RECEI VABLE ($) 2,701,095 3,735,272 2,917,160
, () 100 100 100
| CURRENT ($) 1,684,365 2,516,128 2.142.569
j (% 62 67 73
30 DAYS ($) 526,301 663,678 397,621 ,
" (% 20 18 14
- 60 DAYS ($) 207,806 298,920 86,717
i (%) 8 8 3
- 90 DAYS ($) 282 623 257,338 290,253
(% 10 7 10
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ANALYSIS OF CREDIT NOTES
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ANALYSIS OF CREDIT NOTES
YEAR ENDING APRIL 30, 1978
DESCRI PTI ON NO. AMOUNT ($)|
PRI CE ADJUSTMENTS, overcharges 132 93, 1091
PRODUCT SW TCH, w ong product shipped 109 6,037 |
SHORT SHI PPED, wei ght shortages and | osses 105 39,200
BAD PRODUCTS, poor quality, product unsatisfactory,
: 164 82,108
darmaged, spoil ed
QUANTI TY DI SCOUNTS 50 25,486
FREIGHT ADJUSTMENTS 36 4,442
|
PROVOTI ONAL ALLOMNCES and SAMPLES 21 4,524
OTHER, cancelled invoices 18 3,440 \
TOTALS 635 258,346 |
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ANALYSIS OF FFMC MARKET SEGMENTS
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APPENDIX N

ANALYSIS OF FFMCMARKET SEGMENTS

The quantities of freshwater fish sold by the FFMC in the Canadi an
and U.S. Mrkets have renmi ned constant over the past five years.
The volune sold in the U S has varied between 12 and 13 million
pounds over the period. The npst significant trend has been the
steadily i ncreasing volunme of pickerel sold (from3 million lks in
1973/ 74 to 4.5 million 1bs in 1977/78) . \Witefish and northern pike
have renmined constant, while sales of sauger have fallen off
markedly in the past two years. (This analysis excludes sales c#
specialty products such as snmoked whitefish, gefilte fish and

pet f ood)

I n Canada the vol une has varied between 3 and 4 mllion 1lbs of

freshwater fish - the nost significant detail being the recent

growh in the =sales of frozen round mullet.

Sales to Eurcpehave shown a significant increase from 1.9 million
pounds in 1973/74 to 5.1 million pounds in 1977/78. The total for
1977/7S is primarily compriseé of whitefish to Finland (2.3 mm 1lbs),

northern pike to France (1.3 mm 1bs), mullet to the U.K. (1.0 nm lbs)

and trout to Sweden (0.4 mm lbs) .
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The FFMC has been experiencing some difficulty obtaining increasing
returns fromthe gefilte fish and snoked whitefish processors.

There has been a basic disagreenment over the issue cof prices and
the ability of the market to pay increases at the retail |evel.
These processors remain the principal purchasers of cutter and

snoker grade whitefish.

It is difficult to nmake generalizations about the market segnents

except to say that freshwater fish is purchased by special interest
groups - by ethnic groups such as the Jew sh, Polish, md-western
bl ack people, certain European groups, and by people in areas where
species like walleye, jacks, trout and sauger are caught for sport.
Furthernore, freshwater fish has net achieved the universal
acceptability possessed by many of the saltwater species. Indeed
we believe that the pursuit of conparable acceptability would be
extremely costly and prcbably an uneconom cal undertaking for FEMC.
W shall now describe each market segment in greater detail. A
breakdown of the veolumes sold in each segment (1977/78) is prcvided
at the end of this Appendix (Exhibit 2)
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NEW YORK FRESH FI SH MARKET

New York represents an al nost 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)

| ocated in the Fulton Fish Market. These whol esal ers rezell

to retail fish outlets servicing the Jew sh comunity and ts

a |lesser extent the food service outlets - restaurants/ hotels/

caterers.

The Fulton Fish Market is a pale shadow of its fornmer self. A
nunber of factors, including the decline in traditional Jew sh
values, the arrival of commercial processors of gefilte fish
and the actions of the lccal governnent regarding health

standards, have brought this about.

For these and other reasons FFMC's sales to this market segnent
have decreased narkedly over recent years. Purchases by the two
whol esal ers we interviewed had declined by 400,000 1bs over the
last three years to a level of 680,000 1bs in 1977./78. The fish
are predomnantly fresh whitefish (315,000 1lbs) and yel | ows

(190,000 1bs) and to a iesser extent jacks and nullet.
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The whol esal ers whom we interviewed expressed a number of
specific concerns. FFMC's prices during the summrer nonths

at about 65¢ per |b for whitefish are 10-20¢ above the

price of Great Lakes whitefish. (The deal ers buy freshwater
fish fromsome 40-50 independent fishernen on the G eat Lakes)

The FFMC fresh fish are of inferior quality during the summer

mont hs because of the distance travelled and the high tenperatures.

The Corporation’s fish are simply not competitive during these
months and its prices are not close €enough to the Geat Lakes

prices to induce the whol esalers to keep buying.

During the winter nonths and around the religious holidays,
price is less of a problem but the FFMC cannot deliver the
quantities of fresh fish required. Furthernore, the dealers
felt that during times of scarcity, they do not receive their
fair share of what is available. There are also nore ninor

conplaints relating to crushed cardboard cartons and improper

i i ng.

FFMC is the sole supplier in the winter nonths; during the summer

nonths its share of the market drops below 20% The dealers
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U, S, MID-WEST PURCHASES BY CUSTOMER AND STATE

(i) MAJOR Us. FISHPROCESSORS AND DISTRIBUTORS AND TOTAL PURCHASES

RETAI L/
CUSTOMVER LOCATI ON FOOD POUNDS PURCHASED
SERVI CE* 1977178
Greidl Fi sh oshkosh, Wsconsin 70/ 30 914, 700
salasnek Fisheries Detroit, M chigan 35/65 699, 300
United Fish Detroit, M chigan 20/80 652,000
State Fish Ceveland, Onio 40/60 497, 800
Pi ck Fisheries Chicago, Illinois 20/80 487, 300
Schwarz Sheboygan, W sconsin 60/40 461, 500
Superior Fish Chicago, Illinois | 00/ - 451, 600
Randol ph Fi sh Chicago, Illinois NA 448, 100
Ben Kozloff Chicago, Illinois 20/ 80 428, 900
Western Fish Detroit, M chigan NA 384, 200
St andard Fish Detroit, Mchigan 70/ 30 327,600
North West Foods Detroit, Mchigan NA 326, 400
6, 086, 900
* Based on rough estimate by customer
(ii) TOTAL PURCHASES BY MAJOR U.S.STATES IN 1977/78
1977/ 78
STATE MM ss. PURCHASED
M chi gan 3.1
I11inois 2.8
W sconsin 1.5
M nnesot a 1.2
Ohi o 1.0
| owa 0.5
10.1 MIlion 1bs.
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estimated that over a full year rFMC supplies about 30% of
the freshwater fish purchased. Based on their advice that
summer consunption 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 najor Jew sh
holidays. The principal species are export whitefish and

pi cker el

U.S. RETAIL AND FOOD SERVI CE MARKETS

BACKGROUND

The Corporation’s traditional market in the U S., (excluding
New York) , is located within a radius of 200 mles of the
Great Lakes. 90% of its sales to the U S. are made in the
maj or urban arszas of Mchigan, Illinois, Wsconsin and Chio
(see Exhibit 1 opposite) . \Witefish and pickerel are the
mai n speci es sold by FrMc, followed by sauger, pike and |ake
trout. More specifically, markets are found in areas where
there are large concentrations of people whose traditional

di ets have included freshwater species - Jew sh, Bl acks,
Scandi navi an and m d- Eur opean people - and where the species
are fished sy sport fishermen. The mix of species sold is
determ ned wv the dom nant characteristics of the particular

mar ket .




Thene -6 -
2 B R dden
A B Associates Lt d.

MARKET STRUCTURE

Twel ve major fish distributors and processors purchased 60%

of the 10 mllion pounds of fish sold by the Corporation in
this area in 1978; (see Exhibit 1); 24 conpanies account for
80% of the purchases. Fresh fish (55% is purchased direct
fromthe rrMc While the remaining frozen and processed fish

I's purchased thrcugh brokers who have nutual ly exclusive
territories. The proportion of whitefish purchased fresh (70%)
i's much higher than for other speci es. Mr. Bill Bush, FFrMC's
resident Sales Representative, services custoners in certain
areas in which the rFrMc does not have a broker, such as devel and

and Detroit.

CUSTOMERS

W visited several of the large custoners 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. W found that, in total, sales of the 12 |argest
custoners were split evenly between the two trades (see Exhibit 1) .
Thi s breakdown should be contrasted with information suppliad

by the U S. Departnment of Comrerce which indicates that 60% of
fish consunption occurs “away from hone”. | n many cases FFMC's

fish is processed, for exanple, into butterfiy fillets for sale
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in a particular market. Freshwater fish constitutes 10%to
15% of the distributors' business; the remainder being taken

up by saltwater fish and seaf oods.

BROKERS

W were inpressed with the calibre and conpetency of the

brokers acting for the FFMC in this area, nanely Juhl Brokerage
(Mnneapolis) , L. H Frohman (Chicago) and Xotok & Heims (Buffal o).
They appeared to be well organized and to have substantia

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
mar keting services offered by their conpanies. W shall discuss
their more specific comrents shortly; however, it is clear that
other suppliers, principally of saltwater species, have nade large
inroads into growth segnents of the market, by making much better

use of the brokers’ services.

PRI NCI PAL OPPORTUNI TY AS VIEWED BY THE MARKET

At present the main thrust of rFFMC's selling effort is on fresh
fish through its traditional custoners to the public, to retailers
(specialty shops or supermarkets wth “Fresh Fish” counters) and
to restaurants which serve fresh fish. Freezing and processing

is regarded by rFFMc as a second alternative if the price for
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fresh fish drops below a certain breakeven point. It was

the central thesis of several custoners, and certainly

all the brokers, that the fresh fish market was small (20-30%
of total) and declining, and that the significant growth was
taking place in the food service industry. FFMC is sinply
outgunned in this market by a nunmber of other aggressive
suppliers whose success can be attributed to imaginative

mer chandi si ng which:

.educates the food service user in
how to handl e, prepare and serve
the products

Stinulates a demand at the consuner
| evel

.Creates a positive, alnost exotic
i mage for their products

Furthernore, the suppliers were able to naintain a continuous

supply of products of a consistent quality.

In this environment it is perhaps surprising that FFMC has
managed to maintain a constant |evel of sales over the years.

It does explain why FFMC's price increases, which with the
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exception of sauger increases, have not been dramatic, have
met with such buyer resistance. First FFMC's market has not
increased, in fact demand nmay even have decreased. Secondly,
the FFMC has not given the custonmer a reason to pay nore. (On
one hand Geat Lakes fish continues to be cheaper during the
summer and on the other hand saltwater species (Icelandic,

Nef co, Hi ghliner, etc.) and freshwater species from Orstead
recei ve heavy marketing support which in part justify their

prices.

The brokers and custoners consider that entrance into the
retail market on this basis would be too costly fcr the FFMC.
There are mllions of potential buyers who would have to be
reached with expensive nmedia advertising and pronotion. In

the food service trade the nunber of buyers is conparatively

few

CENERAL COMMENTS

W al so received comments on pricing policy, continuity of
supply and quality control. Although custoners have a high
regard for individuals in the Corporation, it is remarkable
how much ill-feeling the Corporation as a whol e has generated

anongst |ong-standing customers. This ill-feeling inhibits
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both the devel opnment of the working relationships required to

i npl ement proposed nmarketing strategies and the Corporations

ability to increase prices.

The pricing policy is considered too rigid and unresponsive

to market conditions. |t does not reflect the fact that
freshwater fish is positioned 4th as a preferred source of
protein for custoners - |ying behind neat, poultry and saltwater
fish and seafood. W 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. COften FFMC prices are higher than those of the Geat
Lakes conpetition, e.g. FFMC pike fillets were wholesaling for
$2.29/1b while Geat Lakes breaded pike fillets (More' s) were
whol esaling for $1.83/Ib. Fromthe viewpoint of the food service
trade, these two products were considered to be in direct
conpetition with one another. Wth respect to fresh fish, as in
New York, FFMC's return could be considerably inproved by

producing nore fish in winter when it has virtual control of

the fresh market.

Regul ar customers are often not able to purchase certain sPecies
or products fromthe FFMC (it was felt this resulted from FFMC's

“fresh fish” orientation) . Consequently there is little “brand”
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| oyalty towards FFMC's products; opportunities are being created
for conpetitive suppliers, eg. pike from Europe; and sone
traditional freshwater fish restaurants are switching to saltwater
speci es because of the good demand, |ow price and continuity

of supply.

Several custoners conplained that they received fish with inproper
icing and supposedly descal ed and dekcned products with scal es
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
peopl e interviewed voiced the conplaints. I'n many instances

the customer hinself takes steps to remedy the problem eg. by
scraping off the remaining scales cr by renoving sections wth
freezer burns. Thus the extent of the problemis not

illustrated by the level of credit notes ($82,000 in 1977,/78)
which relate to product quality. W concluded that there is a

definite riced to nake further inprovenments in quality. 7

LOS ANGELES

The rrMCc has just appointed a broker for frozen fish products

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

t hrough specialist distributors to the restaurant trade. 2s

in the md-west, his concern is that he cannot conbine properly
wth the FFMC to forma nore positive force in the narket place.
He has strongly reconmended the introduction of a fully debcned
whitefish fillet into the Los Angel es market. He appreciates that
costs are initially a problem, but quite rightly believes that
sonme nmoney should be spent on nmarket devel opnent if FFMC intends
to conpete in the market. He has recommended a selling price cf
$2.60/1b for the deboned fillets. Icelandic cod sells for $1.60/1b.
We understand that rrMc iS proposing to send two carl oads 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 b»ased

on his performance with the frozen product. Unfortunately, he
feels powerless to do nuch nore for FrMC's fish products wthout
nore support in ternms of merchandising and the introduction of

a marketzble item At present, FFMC iS only scraping the surface

of what is potentially a large freshwater nmarket because of the
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presence of ethnic groups (Jew sh) and sports fishermen. Two
custonmers nentioned that they would buy fresh whitefish if it

could be arranged through a l|ocal broker, but that they were

not prepared to go through the hassle of |ong distance arrangenents

wth the FFMC.

CANADI AN RETAI L _AND FOOD SERVI CE MARKETS

The Corporation sold 4 mllion pounds of fish in Canada in

1977/78 . (This excludes 900,000 1bs of | ake run mullet @ 10¢/1b
and 1.8 million | b of culls and offal @ s5-6¢/1p) . A breakdown of
sales by province is not readily available fromthe sales
statistics, but it appears that the 4 mllion pounds were evenly
di stributed anongst the provinces of Alberta, Manitoba, Ontario

and QJebec_ FFMC's sales | n Mani t oba i ncl uded 290, 000 1bs which

went to three national distributors (Booth, I|ndependent and

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

Despite distributor shipnments out of Manitoba, fish consumpticn
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. md-west and el sewhere 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 al so have retail outlets. In the

m d-western provinces all sales are made direct to distributor/

processors and retail chains.

Qur analysis of the Canadi an market showed an almost identical
situation to that described above (section 2in the m d-western
Us. States. The fresh fish market constitutes a declining
proportion of the total market for fish. It has been adversely

affected by:

.decreasing proportion of fresh fish avail able
during the mainperiod of consunption (wnter) |,

increasing prices for an item which can be
locally caught by sports fishermen,

. decreasing proportion of the popul ati on who know

how to handl e and prepare freshwater species

i.e. peorle for whom certain species forned
part cf the traditional diet.

A large retailer in Mntreal described the
custoners for freshwater fish as being
“m ddl e-aged to elderly m d-Europeans”, and

.a pattern of consumption Which has swung in
favour of the fast moving retail narket where
a nunmber of suppliers, principally of saltwater
fish, dom nate with heavy marketing support for
treir products.
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The FFMC products forma small portion of the broker’s business.
As in the US., he feels there is insufficient nerchandising
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 ) ; sSupply is not continuous;
and service is sporadic. Steinbergs in Mntreal delisted three

out of four FFMC iterns because of |ack of novenent on the shel ves.

FFMC is currently enjoying some success Wwth the sale of surplus
whitefish into the chains in Toronto for the upcom ng Jew sh
holiday. FFMC's price is 56¢/1b for fish which will retail at

| ess than $1.00. However, we believe that on a continuous basis,
enphasi s shoul d be giveri to devel oping the food service market
as described in the case of the U S. We estimate the potential
of the food service market for freshwater fish in the Zive
consum ng provincesJ to be in excess of 10 mllion pounds. In
Ontario and Quebec, at |least 50% of FFMC's sales are at present

being made in the food service trade.

Iin the prairie provinces, the Corporation has adopted the policy

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

1. Quebec, Ontarnio, Manitoba, Sashkatchewan and Albernta
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fish nore conpetitive. However, the Corporation is not set up

to act as a distributor. It does not have a sales force policing
the itens 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 shoul d stock
freshwater fish and which should not. These are all distributor

activities.

While we have recommended that the main thrust of rFMC's marketing
effort should be directed at the food service trade, it is

apparent that in areas where freshwater fish is traditionally
consunmed, retail sales can be achieved at reasonabl e pronotiona
cost. Some marketing support is required in the form of special s\
coupons, point of sale material and cooperative newspaper
advertising. However the activities should be carefully directed

at known narkets and for this purpose a select group of distributors
woul d be ideally suited. W remain convinced that the FFMC should
not support and pronote a nationally distributed product through

the retail chains.

4. THE SMOKED WH TEFI SH MARKET

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

purchased by the five principal snmokers of fish in the U S.
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Based on our interviews of three of the conpanies, snoked
whitefish in turn accounts for 10-30% of the processors’
dol I ar sal es vol une; snoked sal non accounts for the bul k of
the remaining sales. The conpanies do buy fresh whitefish
cheaper fromthe Geat Lakes, but only during the sunmer
when the consunption of the snoked product is traditionally
low. At least two of the snaller conpanies have limted
freezing capacity so that they can create an inventory of
G eat Lakes fresh fish for the winter.
The conpanies are located in New York (3) , Mam and Los Angeles.
They supply snoked whitefish to delicatessens, chain stores

and catering institutions for an al nost exclusively Jew sh
market. The | argest snoker, Montrose Snbked Fish Co., accounts
for 40% of the industry s purchases from rFMC and sells 50% of

its snoked whitefish through one chain - wWallbaums.

There was consi derabl e antipathy anmongst the New York conpanies
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 problens with the quality of fish, this
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was largely a matter of what the “waters throw P’ and not

sonet hing which FFMC could renedy.

In 1975/76 the FFMC sold 2.2 million 1lbs ($1.7 million) of

good qual ity smoker whitefish to the U.S. In the subsequent
years, 1976/ 77 and 1977/78, the sales were 1.5 mllion lbs

($1.3 million) and 1.6 mllion 1bs($1.3 million) respectively.

The decline is attributed to a deterioration in the quality

of fish produced (small fish with |ow fat content) and to twc
price increases. The price increases in the face of deteriorating

quality have contributed to the processors’ resentnent towards
FFMC.

The processors stated that the U S.F.D. A 's stringent regul ations
regardi ng tenperature and salt content had not affected their
ability to supply the market. Furthernore, they have recently

won a tenporary reprieve in the courts fromthese regul ations.

Snoked whitefish currently retails in New York chain stores for
$1.98per pound (as a price |eader, snoked 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 sone

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

yield in the snoking process.

There is no significant growh prospects in the market for

snmoked whitefish. It is an ethnic item which has not achieved
the general acceptability of an itemlike snoked sal non. However,
the FFMC nust be careful not to contribute to the dem se of

this market through unacceptable price increases. Potentially
the market can absorb all the snoker grade whitefish delivered

to the rFMC. The Corporation nust renove the present ill-feeling
whi ch exists and work with the processors to obtain the maximum

return for the season’s production.

THE GEFILTE FI SH MARKET

The processors of gefilte fish in the U S. consistently purchase
all the cutter grade whitefish offered by rFFMC each year, plus
the bul k of the northern pike which is not sold to France
because of size and a good proportion of the nmullet and carp

sold. Except for carp and nullet, the processors purchase these
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species exclusively fromthe rrFMc; Great Lakes carp is
consi dered of better and nore consistent quality than FFMC's

al though prices are conpetitive.

As in the snmoked ‘whitefish industry, the gefilte fish industry
Is domnated by a few conpanies. The three largest, Rokeach,
Manichewitz and Mthers account for 90% of the industry’s
purchases fromthe FFMC. Again the FFMC has the market well
covered; there are no substantial processors in either <the
snoked fish or gefilte fish industries to whomthe FFMC is noc

sell'ing

Gefilte fish is sold in either cans or glass jars through a
network of distributors to the retail trade (largely chain
stores) and hotel s/restaurants/caterers, . The product is
excl usi vely bought by Jewi sh consuners. The two processors we
interviewed were satisfied with the service provided by the
FFMC. The quality control problens of earlier years have

| argely di sappeared and admiration and respect was expressed

for the FFMC's marketing force.

The processors did feel that they are in danger of turning

away consuners through the prevailing high prices. 2a 24 oz
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jar (containing 16 ounces of fish)

only sold at ful

retail

retails at $2.00 but

IS

price in the period leading up to

the Jewi sh religious holidays.

t he product
it is not

chai ns.

The processors concede that the nmarket

During the rest of the year,

IS "specialed" to keep it

pl aced on the slow noving gournet

moving and to ensure that

The di scounts vary between 9-18%

shel ves

in

t he

is limted and that

demand woul d not be substantially increased by a price

reduction. However, they feel the rFMC has an “unrealistic

expectation” of what the Jewi sh customer will pay. Any

significant increase in FFMC's current price of 56¢ per pound

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

that experienced in the snoked whitefish market.

Sales to the gefilte fish processors over the past four years
are as follows:

FFMC SALES - DEBONED BLOCKS

F 1974/ 75 1975/ 76 1976/ 77 | 1977/79 |
MM 1bs | $/1h MA1bs  $/1b | MM 1bs | ¢/1bs MM 1bs  $/1bs
Vihi tef i sh 1.4 | .52 1.7 ' .56 1 .55 1.7 58
Northern Pike 1.4 .53 1.2 .56 1.6 .56 1.3 57
Mullet 1.1 | .28 1.6 .35 0.6 31 0.8 .34
Carp 03 3 0.2 34 01 | .3 ¢s | 3
TOTAL 4.2 | 4.7 4.4 I 41|
— ! —_— ——— — i
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The 4.1 mllion 1lbssold 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 Jew sh consuner. The
processors work hard to maintain demand; we were inpressed wth
their marketing expertise. The FFMC nust continue to work
closely with the processors to ensure that the decline does not
accelerate, but also to devise neans of inproving returns *o the
fishermen. FFMC's price increases to this market have not

mat ched the prevailing inflation rate.

THE EUROPEAN MARKET

Wth the exception of the Swedish broker who visited Wnnipeg
during the study, we interviewed the European brokers by

tel ephone. It was consequently difficult to forma bal anced

vi ewpoint on the markets and the brokers’ perfornmance on behal f
of the FFMC. CQur judgenment is that the market will continue
to function as described below.  Various opportunities were

poi nted out, but we believe that the rFMC should focus its
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marketing efforts in the U.S. and Canada. |t may well be that
I nproved products such as deboned fillets which are devel oped

for the North Anerican nmarket can also be sold in Europe.

Each of the markets to which FFMC exports i N Europe has an

i ndi vidual set of characteristics.

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

a | esser amount of continental whitefish and arctic char.

In the two years prior to 1977/78 inpcrts of |ake trout were
166,000 I b and 159,000 1b respectively. The fish is sold

to a small nunber of buyers who marinate and/or smoke it for
distribution through retail chain stores. Flesh color is

very inportant to the Swedi sh consumer and the princigpal
conpetition for trout is Pacific salnmon, Labrador char and

Nor wegi an sal non; whitefish conpetes with donestically produced
whi tefish and 1ake herring inported from the Canadian saltfish

Cor por at i on.

There have been several complaints about the quality cf FFMC's
frozen | ake trout. Apparently fat seeps into the gl aze ard

creates rancidity and discoloration.
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The broker has concentrated the distribution of lake trout
into two buyers, to maintain a continuous supply and to
justify the work required by the buyers to overccme quality

probl ens.

The broker has experinented with retail packs of fillets

but believes that the packaging and processing is not

sophi sticated enough yet and that a better glazing is required.
Swedi sh conpanies do use nmullet in fish balls but the groduct

can be bought for a nom nal armount |ocally.

The broker did believe that there is a narket for fillets of
whi tefish and sauger in Sweden if the processing can be inproved.
He wants to start with an institutional pack and then proceed

to the retail level if the results justify it.

The higher prices for Pacific sal non should have a benefici al
effect on the market for | ake trout in Sweden. The brcker
beli eves that the Swedi sh market can absorb all the | ake trout

produced by the FFMC
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FRANCE, t he | argest market, purchased 2.3 million lbs of whole
dressed and filleted northern pike in 1977/78. Hstorically
this country has absorbed FFMC's total production of pike

In certain sizes. According to the broker, goverament
statistics show that 1,061 tons of frozen pike were inported
in 1977; FFMC shipnents anmounted to 920 tons, or 86.7% of the
total. 423 tons of fresh pike were inported from European
countries; hewever, the air transportation costs from W nnipeg

are too high to permt the Corporation to compete in the frash
fish segnent.

The whol e dressed pike is sold through "charcutieres",
supermarkets and hotel s/restaurants; the fillets are used for
"quenelles". The market is currently soft in certain segnents
(2-4 1bs and fillets) , but the broker expects to continue selling

FFMC's production of northern pike in the 2-4 1b and 4-9 1b sizes.

They have experimented with whitefisn which were found te have
too many bones for the French consuner and mullet which they

are currently trying as an ingredient in "quenelles".

FINLAND  The government has inposed a dollar guota on the

i nport of whole fish into Finland. Because of this quota
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freshwater fish nust conpete with inported cod and o%her
saltwater species. There are also donmestically produced
freshwater species. In 1977/78 Finland inported 1.3 miilion
1bs of whitefish (mainly continental grade) and 90,000 1lbs

of northern pike. The conparable figure for whitefish in
1976/ 77 was 1.2 mllion lbs. The broker expects steady growth
in the market. A large portion of the whitefish is consumed
by the snoker industry - an industry in which the governnent

considers it inportant tc nmaintain enploynent.

No other freshwater fish is inported except for some tullibee
fromthe U S. The broker is at present experinenting wth
freshwater fish fillets - an item which can be freely imported,

but for which there is no ready narket avail able.
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SALES EXCLUDED IN ANALYSIS OF MAJOR SPECIES

DETAI L 000 LB $/LB
Tullibee 733 0.45
St ur geon 24 2.47
Arctic Char 84 2.41
Char=L. Locked 1 1.31
Inconnu 241 0.37
Perch 107 0.69
Fish M sh 39 0.77
Gol deye 33 0.34
Buf f al of i sh 136 0.15
O hers 3 0.05
culls 609 0.04

Sub- Tot al 2,010 0.42

Sal es of Major Species 26,989 0.86
Sal es as per Appendi x E 29,000 0.83
Fish offal 1,240 0.06
TOTAL FFMC SALES 30,239 $ 0.80

oooooooooooooooooooooooooo

° A4 . l.,....o.......OO.Q--coo-o.nouo

1. Excludes effect of foreign exchange sales allowances, brokerage,
commission, discounts and freight .
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APPENDIX O
PROPOSED ORGANIZATION STRUCTURE AND STAFFING
FOR THE MARKETING FUNCTION
BOARD OF DIRECTORS
FINANCE MARKETING
COMMITTEE COMMITTEE
PRESIDENT
& | VICE PRESIDENT
OTHER | MARKET ING
FUNCT IONS | |
‘ SALES MANAGER
i 1 | 1
FIELD SALES FIELD SALES SALES FIELD SALES
REPRESENTATIVE REPRESENTATIVE REPRESENTATIVE REPRESENTATIVE
U S, A, U, SvA. SALES DESK CANADA
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APPENDI X P

PROPOSEI) POSITION DESCRIPTIONS
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PROPOSED POSITION DESCRIPTIONS

VI CE PRESI DENT MARKETI NG
BASIC FUNCTION

The Vice President Marketing is responsible for planning, directing,
coordinating and controlling the marketing function in such a way
as to achieve or exceed the basic objectives of the Corporation

which are relevant to his functi on.

IMAJOR RESPONSIBILITIES

1. Develops and recommends to the President appropriate operating
policies for the marketing function; ensures that all nmenbers

of his staff adhere to approved policies.

2. Devel ops appropriate objectives, plans and budgets for the
marketing function and submts themto the President for
review and referral to the Board of Directors; appears at
Board neetings when required to discuss and explain the

mar ket i ng obj ectives, plans and budgets.

3, Directs and coordinates the execution of approved narketing

pl ans in such a way as to achieve or exceed objectives within
budget .

4, Monitors marketing results closely and takes corrective action

whenever actual results start to fall short of planned results.
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Prepares and submts to the President and the Board of
Directors a nonthly 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

t aki ng.

Monitors the activities of the Sales Manager and rield Sal es
Representatives; ensures that they are covering the market
t horoughly and maintaining satisfactory relationships with

brokers and custoners.

Cal I's on European agents, U S. and Canadi an brokers and key
custoners from time t0 time in order to maintain senior | evel
contact with their managenents, and ensure that FFMC is

supporting and serving them satisfactorily.

Pl ans and supervi ses the conduct of market research studies to
obtain the information required to establish marketing strategies,

plans, prices, advertising and pronotion progranms and to eval uate

new mar ket s.

Chairs the Marketing Advisory Goup (consisting of hinself,

t he Sal es Manager and representatives fromthe Corporation’s
brokers) ; ensures that the brokers have an opportunity to submt
advice and recommendations, and that they are kept informed of

FFMC pl ans and prograns.
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10.

11.

12.

13.

14.

15.

Pl ans and executes appropriate advertising and pronotion
progranms in consultation with the advertising agency and

t he brokers.

Monitors inventory levels closely and takes appropriate

action to di spose of excess inventory whenever necessary.

Sel ects and appoi nts new brokers when warrant ed.

Ensures in consultation with the vice President Finance that

appropriate operating reports are produced for hinself and

ot her menbers of the marketing staff.

Ensures that the nmarketing function is adequately staffed at
all times; assesses the perfornmance of narketing personnel
periodically and recommends sal ary changes, pronotions, transfers

or dismssals when appropriate.

Performs other duties as required by the President.
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ORGAN TZATIONALRELATIONSHIPS

Reports to: The President

Reporting directly to him The Sal es Mnager

Mai ntains close liaison wth:
The Vice President Finance
The Operations Manager
The Pl ant Manager
The Traffic Manager

LIMITSOF AUTHORITY

The major responsibility clauses indicate in a general way the
limits of authority inposed on the vice President Marketing. More
specifically, the limits of authority can be defined as follows:

A, Approval required fromthe President or
The Board of Directors (through the President)

A ntroduction of new or nodified marketing
policies.

Adoption of objectives, plans and budgets
(including price ranges and average selling
prices)

Hi ring, pronotion or dismssal of inmmediate
subor di nat es.

Award of salary increases to immedi ate
subor di nat es.

.Publ i ¢ announcenents on behal f of the
Cor por at i on.
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B. Actions which can be taken w t hout
further approval

. 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 exanple, the vice President
Mar keting cannot use funds approved for advertising
to cover the cost of a European sales trip.)

. Modification of marketing programs and activities
provi ded additional funds are not required.

Approval of hiring or dismssal of Sales
Representatives and other marketing staff reporting
to his subordinate (The Sal es Manager)
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SALES MANAGER

BASTIC FUNCTION

The Sal es Manager is responsible for planning and supervising

t he sal es, broker support and custonmer 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

Presi dent Marketing.

MAJOR RESPONSIBILITIES

1. Develops detailed plans to ensure fully adequate coverage of

the various market segments in which the Corporation operates.

2. Supervises and controls the activities of the Field Sal es
Representati.ves; ensures that they call regularly on the
brokers and custoners assigned to them and that they provide

support for broker and distributor sales forces.

3. Calls regularly on key custoners (particularly in the New

York area) for which he has personal responsibility.

4. Calls on other key agents, brokers and custoners with the

appropriate rField Sal es Representative fromtine to tine.

5. Attenpts to obtain firm commtnents (or contracts) from

maj or custoners.
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10.

11.

12.

Assists the Sales Representative on the sales desk during

peak activity periods.

Works in close cooperation with brokers on specific
pronmotional prograns; ensures that the Field Sal es Representatives

support these prograns fully.

Mai ntai ns cl ose contact wth the Operations Minager and his
staff in order to keep fully informed of the volumes and
species of fish which are expected; nakes every possible effort
to dispose of fresh fish rapidly, particularly during peak

supply peri ods.

Makes appropriate pricing decisions on a day-to-day basis within
the price range limts set by the Vice President Mrketing;
attenpts to ensure that average price objectives are nmet or

exceeded.

Ensures that overdue accounts are collected as quickly as

possi bl e.

Keeps abreast of changing market conditions; ensures that the
Fiel d Sal es Representatives feed back market information

regul arly.

Assists the Vice President Marketing with market research

projects when required.
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13. Serves as a nmenber of the Marketing Advisory G oup.

14. Assists the Vice President Marketing with the assessnent

of Field Sales Representatives’ perfornance.

15. Performs other duties as required by the Vice President

Mar ket i ng.

ORGAN1ZATIONAL RELATIONSHIPS

Reports to: The Vice President Mrketing
Reporting directly to him

3 Field Sal es Representatives
1 Sal es Representative - Sales Desk

Maintains cl 0se liaison with:

The Qperations Manager and his staff
The Pl ant Manager
The Traffic Manager
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FI ELD SALES REPRESENTATI VE

BASTC FUNCTION

The Field Sal es Representative is responsible for selling to and

servicing the custoners assigned to him, and for supporting the

brokers assigned to him.

MAJOR RESPONSIBILITIES

1.

Devel ops a weekly call schedule, ensuring that he covers the
custonmers and brokers assigned to him in a systenatic and

efficient manner

Calls on custonmers to sell them rFFMC products, and to ensure
that they are receiving efficient service fromthe Corporation
and, where appropriate, fromthe broker; in cases where the
customer is a distributor, the Field Sal es Representative

wor ks with the distributor’s sales force to train and assist

t hem

Calls on brokers to: assist their sal esnen; coordinate pronotion
prograns; keep broker personnel informed of FFMC products, prices,
literature, advertising and pronotion prograns; and to ensure

that they and their custoners recieve efficient service.
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| dentifies and calls on prospective custonmers in the areas

in which he is wor ki ng.

Submts a weekly report to the Sales Manager listing the
calls he has made, and describing any significant devel opnents

or changes which he has noted in the marketpl ace.
Col | ects overdue accounts as directed by the Sal es Manager.

Assists the vice President Marketing with market research

projects when required.

Perforns other duties as required by the Sal es Manager.

O?7GAN1ZATIONAL RELATIONSH1PS

Reports to: The Sal es Manager

Maintains cl 0se liaison with:

The other Field Sal es Representatives and
the Sales Representative on the sal es desk.
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APPENDI X Q

PROPOSED OUTLINE FOR
FFMC ANNUAL MARKETING PLAN
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3. MARKETI NG STRATEGY FOR THE YEAR AHEAD

This section should consist of a statement of the overal
marketing strategy which the Corporation will use in the

year ahead. It should include:

a statement on pricing strategy,

- an explanation of planned shifts in
mar ket cover age,

- the rationale for the utilization oOf
the total marketing budget (where the
funds will be spent and why) |,

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

- the rationale for the depl oynent and
utilization of marketing personnel, and

- expl anations of other significant
changes in strategy (e.g. changes in
terms of sale, distribution channels,
war ehousi ng points, transportation
nodes, di scount policies, conm ssion
scales, etc.)

4. MARKET COVERAGE PROGRAMS AND ACTI VI TI ES

This section should describe in detail how all FFMC marketing
personnel will cover the nmarket in the year ahead. It should

include for each person with field sales responsibilities:

- geographical area and types of custoners
(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 sal esnen, etc.) ,
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I nvol vement in pronotion prograns,

- responsibility for collection of
I

mar ket intelligence,

- involvement in market research
projects, and

- other relevant activities.

5. ADVERTI SI NG AND PROMOTI ON PROGRAMS

This section should contain a description of, and tinetable

for, all advertising canpai gns and pronotion prograns.

6. NEWPRCDUCT DEVELOPMENT PROGRAMS

This section should describe all new product devel opnent
prograns which are planned for the year ahead, including
I nformation on

- mar ket studies,

devel opnent of costs,

feasibility assessnent,

test marketing, and

product introduction

7. MARKET RESEARCH PROJECTS

This section shoul d describe the purpose and nature of all
mar ket research projects which will be undertaken in the

year ahead.
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8. M SCELLANEQUS PROGRANS

This section should describe all other marketing prograns
and activities which will be undertaken in the year ahead.
| f appropriate, it should incl ude:

- hiring of additional staff,

- training prograns for narketing
managenent and sal es personnel,

openi ng of new sal es offices,

- introduction of new or modified
reporting procedures, and

- other relevant activities.

Finally, the marketing plan described above should be conbined
with 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 subm ssion to

the Board of Directors.
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APPENDI X R

SALES FORECASTS TO 1980/81
BY MAJOR MARKET SEGMENTS
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ASSUMPTIONS USED IN SALES FORECAST

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

results are shown in nore detail in Exhibit 2 at the end of
Appendi x N.

The following assunptions remain constant for both Forecasts
A and B:

.The present rate of inflation in the nmajor European
countries to which the FFMC sells is 9% this figure
has been weighted by the total value of sales earned
in each country. W have assunmed that FFMC's average
selling price will increase by 9% per annum to these
countries. W have not forecasted any increase in
t he weight of fish sold over the three years.

- With respect to the snoked fish and gefilte fish
processors we have assunmed 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 W I| be selling at |east 500,000 1bs.
nmore whitefish by 1980/81 than it did in 1977/ 78.

FORECAST A

In the North Anerican retail and food service nmarkets,
we have assuned that in the absence of any increased

marketing effort, the average selling price will increase
by 5% per annum

MW have also assuned, given the |ow prices, that the
weight of whitefish, 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 1bs. in the U. S. over the 1977/78 results.

FORECAST B

- In Forecast B we have assunmed the expenditure of
$250, 000 on marketing activities - an increase of
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$190,000 over

t he 1977/78 expenditure. As a result

of this increased expenditure, we have assuned that
t he market will accept an annual increase of 9% in
the average selling price.

As in the case of Forecast A, we have assuned that

t he wei ght

of fish sold wll have increased by 250, 000

lbs. in Canada and 1, 000,000 1bs. in the U S. over the
1977/ 78 results.

Finally we have assuned that the seasonal pattern of
production will change from 75/25 for the summer and
W nter respectively to 70/30. Thus sales of fresh
fish in the wwnter will increase by 20% over the

three year

period. In our forecast for 1980/81, this

increase anounts to 850,000 lbs. W have conservatively
estimated that the increnental return on the increase
will be $0.20/1b.

The difference between the 2 forecasts shows an increase in sales

of $2.6 mllion.

We have deducted $190,000 (increase in marketing

expenditure) fromthis total to yield a net revenue increase of
approximately 2.4 million.




