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Comnunity  Demographics - Pangnirtung

Population 1,087

Population Breakdown O-4 15% 5-14 30% 1 5 - 6 4 53% 65+ 2%

Annual Rate of Growth 2.9%
, .“

Projected Population to Year 2,000 *

Ethnic Origin 95% Inuit 5% Other

Estimated Community Income 7,337,000

Community Level 2

Total Work Force *

Projected Labour Force to Year 2,000 835

Average Per Capita Income 15>285

Average Rate of Unemployment 32%

Cost of Living 60% higher than Montreal

Income Relative to Montreal 9,171

Average Income (Montreal) 17,281

ECONOt41C  OUTLOOK FOR THE COMMUNITY

The community has few prospects for further economic development be~ond
that which is currently available through Arts and Crafts, tourism and
fishing. Trapping and harvesting of seals is not! a realistic option since
both have been declining over the years. Non-renewable resource development
is not evident nor is it foreseen in the future. Government is at its
capacity and growth is not anticipated.
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Baffin  Island turbot is of the highest quality available anywhere
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Introducing: Baffin
Using the same ingenuity that allowed
their ancestors to survive for thousands
of years, the Inuit of Baffin Island have
developed a winter turbot fishery that
blends the best of the old and the new —
to bring you the best fish you can buy.

Baffin  Island turbot are harvested through
the ice using long-lines. The “leader” – a
rectangular piece of metal — is released

-,

Island Turbot Fishery
from the surface, stretching the attached
“bottom line” (with its 100 or more baited
hooks] along the ocean floor. After a few
hours, the line is retrieved using a simple
hand crank device. The turbot are then
placed in insulated, seawater-filled con-
tainers for transport to the community and
final processing in an approved facility.
Available as whole fish, steaks or fillets –
fresh or frozen.

.
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1500-2500 feet
.e-

Ieader
slhdlng rock weight ocean floor 1
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Econom,  c Developmem  and Totmsm
C  P  1 0 0 0 ,  Iqalwt,  T  N  O  tel 18191  979-5o73
t e l e c o p i e r  (819)  9 7 9 6 0 2 6

For information, call

Design and Production by Nortext
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INTRODUCTION

Cumberland Fisheries Ltd. of Pangnirtung is a wholly owned Inuit fishing
company in its third year of operation. The company’s principal ~source
of income stems from the five month winter turbot fishery. In 1989
Cumberland Sound Fisheries Ltd. realized a profit of approximately $75,000
on sales of $450,000. Harvesting production doubled in 1990 but CSF lost
approximately $300,000 on sales of $940,000.

The accelerated growth of the company put enormous operational demands
on the young Board of Directors and inexperienced management. Poor finan-
cial controls lead to ill-advised spending on large inventories of equipment
and gear for which sales were never recorded, and unprecedented inventories
of char for which no markets had been secured.

T h e  C o m p a n y  r e q u i r e s  a  w o r k i n g  c a p i t a l  c a s h  i n j e c t i o n  t o  conznence o p e r a t i o n s
i n  1 9 9 1 , a n d  t o  r e c r u i t  a  p r o f e s s i o n a l  p l a n t  m a n a g e r . T h e  p r o p o s e d
f i n a n c i n g  r e q u i r e m e n t  i s  a s  f o l l o w s :

A p p l i c a t i o n  o f  F u n d s Source of Funds

1991

Capital improvements (see appendices)
Management fees
Advertising & Promotion
Labour* (processing)
Audit & Legal
Supplies (plant)
Packaging*
Purchase of fish*
Freight: product to market*
Accounts Payable

3 5 , 0 0 0 N.W.T.
40,000 Development
10,000 Corporation
35,000
5,000
6,000
14,000
80,000
50,000

2 7 5 , 0 0 0
$550,000

.

*Costs based on initial 100,000 lb. mixed production

Working Capital
1992

$150,000 Business Loan Fund

The Regional Superintendent in the Baffin Region has met with the Board
of Directors regarding their financing requirements and advises that
Cumberland Sound Fisheries Ltd. are prepared to offer the NWT Development
Corporation a corresponding value in preferred shares, and management
control of operations until a positive rate of return is generated. The
Board of Directors prefer not to divest complete ownership, or participation
in decision making and future planning for the Company, so this should
not be construed as a proposal to sell the Company.

.
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. The Board of Directors of CSF are requesting a financial investment of
$550,000 in order  to stablize  operations and to provide for continued
opportunity for planned growth and development of the” inshore fishery.
Accordingly, the immediate objectives of Cumberland Sound Fisheries Ltd.
are

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

The

as follows:

Stabilize management and introduce effective information and control
systems. . .

Achieve optimal product mix and market prices for turbot production.

Develop an effective and efficient market network based on sales incen-
tives and new market penetration.

Implement plan for gradual, steady growth in production of turbot
and Arctic char, and assess the commercial potential of other available
fish products and joint venture prospects (e.g. offshore turbot fishing
with southern operator).

Provide sustained employment opportunities, and skills training for
Pangnirtung residents.

Foster increased awareness of Baffin inshore fishing opportunities.

Introduce innovative technology to maximize production yields and
profit margins.

Increase management and production capacity at the comrruility level.

Increase Board of Directors capacity for providing and implementing
sound policies for the company.

Review the legal structure of CSF and provide for stable community-based
ownership. I

followinq proposal was developed from information arising out ;f a-..
recently completed business plan, subsequently combined with- additional
information from the Department of Economic Development and Tourism.

.
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. BACKGROUND

The development of a fishing company in Pangnirtung evolved from several
years of exploratory fishing in Cumberland Sound in 1986 through 1988.
Test fishing determined that there was commercial potential for scallops,
harvested during the summer from trawlers, and for Greenland turbot,
harvested from the ice shelf during the winter months. The major impediment
to developing an insnore fishery was that there was virtually no
infrastructure or trained labour force in place, and the degree of market
acceptance of the products was uncertain.

The establishment of a small experimental fishing operation in 1986 was
abetted by the construction of a basic processing facility funded by Special
ARDA . This plant was upgraded to Department of Fisheries and Ocean
standards in 1987 with funding from the Department of Economic Development
and Tourism, and commercial operations commenced in January, 1988.

It became clear after only one season of commercial fishing that the winter
turbot fishery helc the greatest potential for income, employment and
profitability. Gross revenues increased from $100,000 in 1988, to $450,000
in 1989, to $940,000 in 1990. Market demand for the product strengthened
each year as fish distributors and consumers became more aware
availability and quality.

Unfortunately, management systems did not keep pace with the
production. Insufficient Board of Directors training coupled
decisions regarding managers lead the way to the Company
considerable losses in 1990, despite record production levels.

of product

growth in
with poor
sustaining

The Board secured CAEDS funding in early September 1990 to develop a busi-
ness plan for the Company which serves as the fo’’undation  for a proposal
to the NWT Development Corporation (see Appendix). The Company is seekinS
an equity injection and management intervention from the NWT Development
Corporation.

The inshore f~shery in Pangnirtung is the most significant new economic
opportunity to arise in the community since the decline of the sealskin
harvest in 1981. In its three year history it has surpassed the tourism
industry for providing new income and employment into the community (almost
$.5 million) and has contributed directly to a 25% reduction in social
assistance payments paid out during the five winter months of the fishery
operation.

The proposed investment is considered vital to the continuation of the
Company, and to Baffin’s young inshore fishery. This industry has already
demonstrated that, with proper management controls in place, it can be
a viable business and of source of new export income and seasonal employment
for approximately 50 Pangnirtung residents.

,.
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The chief product of CSF is Greenland turbot (reinhardtius hip~oglossoides)
which is a larqe flat fish, averaqing 8 pounds in weight, that resembles
Atlantic halibut.

The fishery usually
on Cumberland Sound.
from Davis Strait to
market acceptance of

commences in January when an ice shelf has formed
DFO officials speculate that the turbot stocks migrate
winter in Cumberland  Sound. The relatively instant
Baffin turbot stems from the fact that turbot is

otherwise not available in southern markets during these months. It is
not until Gaspe turbot appears on the market in May that Baffin prices
begin to drop below viability. The product has gained wide market approval
for the firm, parasite-free quality of the flesh.

In 1990 the turbot was shipped as fillets, steaks and whole dressed With
the highest returns yielding from the whole dressed product. Further
product analysis recently completed for the business plan recommends against
steaked product because of the deterioration of flesh quality in transit,
and stresses that whole dressed product will yield the highest return
to the Company.

The trade-off between value-added processing in the community (fillets)
versus operational efficiency and product margins (whole-dressed) suggests
that value-added production should be introduced gradually after the
company’s operations have stabilized and skill levels improved. This
is further supported  by an analysis of filleting operations in May 1990
which demonstrated that there was a negative margin on filleted product
(toward the end of the season when prices were dropping) before shipment
to market, contributing in part to the losses sustained by the CSF in
1990. A report on recent market research is appended.

To increase product margin and product quality in 1991 distributors have
recommended that the turbot be graded on arrival at the plant (hitherto
not done) and filleted or shipped whole-dressed depending on shifting
market demand, and on the size and quality of the fish. Market research
has confirmed that larger turbot will command better prices. Fish grading
at the plant door will result in market-driven pricing of catches from
the fishermen, which until now have been informally priced regardless
of size. Failing to introduce pricing to the fishermen will result in
the Company continuing to absorb losses on product that is discounted
at the market, such as fillets, under 7 lbs. or frozen fish. With careful
grading, quality control and presentation, all marketers surveyed felt
that as a fresh product, CSF whole fresh turbot should find a reliable
market niche by gradually displacing sole and halibut.

*Fish 71b. discounted $0.10/lb; frozen $0.20/lb. from normal rate of
$0.80/lb.

.+
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‘ OPERATIONS

Self-employed fishermen travel to the fishing site by skidoo and set appro-
ximately 100 baited hooks on line in water depths of 300 fathoms or more
(1800 feet) . In a t,ienty four hour period an active fisherman cancatch
up to 600 pounds of turbot which is headed and gutted on site and stored
in sea-water-filled insulated containers hauled on kamotiks (sleds).
The individual hook and line hauling of the turbot, immediate heading
and bleeding on the ice, and processing fresh for daily shipment to southern
markets contributes to the high quality and competitive position of the
product.

The turbot is processed in a small facility in Pangnirtung which receives
and washes the fish, skins, cuts, fillets and packs the fresh product
for air shipment to a broker in Montreal. As a rule the product is
through-putted from the fishing site to the Montreal broker in 48 hours.

Past operations have not made optimal use of labour, thus contributing
to negative costs on sales. Improved plant through-put can be achieved
by introducing shift work, processing incentives, and differential intake
of fish from the fishermen. In the past large inventories of unprocessed
fish accumulated outside of the plant awaiti-tj processing because there
was no control over the flow of fishermen’s catches through the plant.

The plant requires further improvements to increase efficiency and correct
problems arising from production systems but essentially, it is adequate
for the present demands of the community fishing industry. A new plant
should be considered if production volumes continue to increase over the
next three to five years. Consideration is also bbing given to the acqui-
sition of a track-truck vehicle for consolidated pickup of the twrbot
from the ice shelf.

The Company is harvesting less than 3% of the quota potential (considering
existing unutilized offshore quotas in Davis Strait), and is selling 100%
of the product. While increased production is possible at the harvesting
and plant levels, there are limits to the back-haul capacity of the
airlines. However, First Air has guaranteed six scheduled flights out
of Pangnirtung and Iqaluit this winter and extra sections as required
to accommodate fish shipments. An average daily shipment is 4,000 pounds
of product.

,..
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While market price fluctuations affect in
performance, money is essentially made and

part the company’s bottom line
ost in production. Poor y“elds

pooron processing, poor packing and subsequent product discounts due to
quality, and- inefficient organization of labour, all contributed to the
losses sustained in 1990. All of these factors can be managed through
the hiring of a professional fish plant manager who can introduce Production
and shipping systems to the operation and who can improve the communication
between the market and the producers.

Exploratory fishing initiatives to date have revealed that other fish
species harvested may hold commercial potential in Cumberland Sound, from
summer trawler operations. This includes Icelandic scallops, Arctic cod,
and shrimp. While resource assessment should continue, effort to determine
the feasibility of the summer inshore fishery should be controlled for
one to two years, until winter o~erations are stabilized and the Company
has retained earnings to dedicate to product diversification.

Recent test fisheries conducted by the Department of Economic Development
and Tourism have indicated a growing market demand for fresh and frozen
Arctic char. There is considerable potential in the Pangnirtung area
to capitalize on this demand, provided exemptions can be elicited from
the Freshwater Fish Marketing Corporation for shipping the char directly
to ,eastern Canadian markets. This appears to hold the greatest immediate
potential for CSF to extend their fishing operations irto September, October
and November of each year.

The Company purchased a smoker in 1990 in anticipation of moving into
smoked fish products but operational problems delayed this development
indefinitely. Nonetheless, the company is now positioned to take advantage
of this demonstrated opportunity. .

To facilitate tighter operational controls, the office will remain in
the plant. Observation windows will be added in the office to provide
for closer monitoring of plant operations while the smoker and gear will
be removed to make more room. For hygienic veasons, the trailer will be
used as a smoke/lunch room, with a new wall constructed to accommodate
gear sales.
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FACILITIES
.

The original processing facility was built as one of twelve generic pro-
cessing plant/freezers constructed in the Baffin Region in 1986. Improve-
ments were completed in 1988 to upgrade the facility to DFO plant standards,
and two years later an expansion was completed under EDA funding to increase
the production capacity of the facility. The plant receives annual
inspections from DFO.

Prior to opening in 1991 the facility will require minimal upgrading to
address operating problems that arose during the 1990 season. A separate
submission under the Department of Economic Development and Tourism Schedule
‘C’ policy has been advanced.

The processing facility/freezer is equipped with the necessary cutting
tables, a skinning machine, and packing tools, all of which must be upgraded
or replaced as needs change and equipment deteriorates. Financial
projections include a schedule for capital improvements, which are intended
to improve operating efficiencies and increase product through put.

CSF rents a separate building adjacent to the plant which serves as break-
room, and as dry storage and retail shop for fishing gear.

Replacement value of the plant is estimated at $450,000.

A report on recommended plant additions was prep::d in May 1990 by tech-
nical advisers from Atlantic Canada (see appendix). These improvements
are scheduled to commence in 1992 in order to further expand production
capacity in compliance with DFO regulations.

.
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“ MANAGEMENT

The key to the success of this investment will
professional, management on a (seasonal) continuous

Historical financial performance of the company
excess of $1,000,000 can be achieved in 1991,
commences by the middle of February. At these

be the installation of
basis.

suggests that sales in
providing the fishery
levels of sales it is

recommended ‘that the management structure of the plant be as follows:

lGeneral Manager~
I

I
Plant Supervisors I ~

In order to expedite hiring of a general manager for the 1991 season,
a preliminary recruitment and screening was undertaken in December 1990
by Larry Simpson, Renewable Resource Supervisor with the Department of
Economic Development and Tourism in Iqaluit, and a Board member from
Cumberland Sound Fisheries Ltd. A short list of applicants has been pre-
pared, with final decisions pending the outcome of the financing proposal.

At the present time, the lack of available housing in Pangnirtung limits
the prospective list of managers. In previous years CSF has rented a
substandard housing unit from the Co-op to house managers and this arrange-
ment is expected to continue in 1991, as no other housing unit appear
to be available. Better housing must be considered in future years to
secure continuous management. I

.

Expertise to fill both the plant and office manager positions can be
recruited and trained in Pangnirtung. A trained office manager (who is
the spouse of an RC?4P member posted there) is available for the 1991 season.
The plant supervisors can be recruited from the pool of trained processors
who have worked in the plant during previous seasons.

It is recommended that the General Manager will be employed on contract
by the NWT Development Corporation. The general manager will report
hi-monthly to the Board of Directors of CSF for the duration of the turbot
fishing season. While the Board of CSF will act in an advisory capacity
during the control period (until the operation generates a positive rate
of return on sales), the general manager will be expected to table major
corporate decisions with the Board of CSF for the purpose of building
decision-making capacity at the Board level. The general manager will
work with regional representatives of the Department of Economic Development
and Tourism in developing a training program for the CSF Board and assistant
managers.
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Footnctes : Conservative Scenario

1.

2.

3.

‘4.

5.

6.

7.

8.

9.

Sales are for~csst to i~cr~ase to  15% from  1991 to 1992,
and than 10% each Y~~r to 1994 to reflect inflation,
positive results of mar!<et development, and greater volumes
of production through increased production efficiencies.

Production costs (direct cost of sales ) are projected
to drop 10% to reflect lower costs for packaging (due
to use of sealift), increased labcur productivity in the
plant, an better product yields.

Sales commissions for 7% to brokers who market CSP fish
products.

1991: Business Plan 1992: 50% of management costs
1993: 50% of management costs

1991: $14,000 is equity portion of apFr--;?d EDA funding
for promotion.

1991: Business Plan (see revenues above)
1992-94 equity portion of costs for product/market
development, design and technical studies.

. .

Utilities are borne by GNWT in 1991 but are assumed to
be paid by Cumberland Sound Fisheries Ltd. from 1992.

$150,000 !3LF assumed in 1992, amortized o-~er 5 years.

Management Fees: see attached schedule. :

,

.
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Footnotes: Less Conservative Scenario

1. Re,~~~.l~~s are increased 15% each year 1992 thorugh 1994

2. Production costs, on percentage basis, same as conservative
scenario.

3. Sales Commissions same as conservative scenario.

4. Other revenues same as conservative scenario.

5. Expenses same as conservative scenario.

6. Retained Earnings Ending project positive balance by 1994
(as opposed to 1995 for conservative scenario.

;
.
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Fish purchases

Processing

Packaging

Shrinkage

Freight (after subsidy)

Selling price

Cost of prod./sales:

Cost of Sales (per lb. of end product)

Whole Dressed

.80

.30

.20

.10

.40

$1.80

$2.40

75%

Turbot Volumes & Product Nix

Whole Dressed (70%) Steaks (10%)

steak

. 9 0

. 4 0

. 3 5

. 1 0

. 4 5

$ 2 . 2 0

$ 2 . 9 0

76%

Fillets.—

2.35
. 50. .
.35

. 10

.45

$3.75

$4.25

Fillets (20%) Totals

315,000 lb. x .9yield 45,000 lb. x .8yield 90,000 lb. x .4yield
= 283,500 X $2.40/lb. = 36,000 lb. X $2.90/lb. = 36,000 ?5. x-$4.25/lb.
= $680,400 sales = $104,400

= $153,000 $937,800

cost @ 75% = $510 ,300 Cost @ 76% = $79,344 cost @ 88% = $ 1 3 4 , 6 4 0 $724,284

Total Production: Sales & Costs

— /
‘Turbot C;ar Gear .  Total— .
$937,800 $42,000 $27,564 $1,007,364

$724,284 $32,340 $22,051 $ 778,675

Sales.-
Cost of Sales

r.
,



... . .

. Schedule of Manaqmenc Costs

Manager

Office Manager

Plant Supervisors (2)

Office Managemefit  Trainees (2)

Subsidy

1991 1992 1993

$ 40,000.1 $  50 ,000.5  $  55 ,000.

16 ,000.2 18,000. 20,000.

31 ,900.3 3 8 , 0 0 0 . 6 4 2 , 0 0 0 .8

1 8 , 0 0 0 .4 20,000. 22,000.

( 10,000.)7 ( 11,000. )

$106,000. $116,000. $128,000.

Footnotes

1. Salary 4.5 mo. @ $7,000. = $31,500.
benefits (housing & re- 8,500.
moval ) $40,000.

2. $20/hr. x 40 hrs./wk. x 18 W=GT:S -t- 12% wage burden.

3. 2 people x 44 hrs. x $15/hr. x 16 wks. plus 10 hrs. overtime
each @ 1.5 x $15/hr.

4. 2 x 40 hrs. x $13,50/hr. x 15 wks. + 12%

5. 1 month rr,cre work + production.

6. 2 weeks more work + production bonus

7. 50% training s~~bsidy – 2 trainees

8. 10% wage increase plus bonus

.

.
i
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Capital Equipment

Storage (Shipping

Ice Machine

.

Capital & Special Items

91—

Containers) $ 5,000

9,000
High Pressure Washer

Insulated Boxes

Transportation Equipment 3,000
Vacuum Sealer 10,000

Cutting Tables

Weigh Scales 5,000

Processors Platforms

Boxing Table 500

Smoker House

Fireproof Safe 1,000
Seawater Feasibility

Chlorinator

Hand Truck 500

Skinning Machine 3 ;000

Capital Renovations

Landing Ramp/Ext. Door

Office

Water Tank Bldg.

Shipping Room (Cooled)

Recei :’?g Room

Freezer Renovations

7,000

1,000

5,000

$5UYJ00

..,. .

92 93— —

$ 5,000 $ 5,000

5,000
3,000 15,000

2,000 5,000

5,000 7,000

30,000

4,000

2,000

1,000

.

5,000

55,000

60,000

6,000 30,000

$90,000 $150,000
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CUMBERLAND  SOUND  FISHERIES.
TUHBOT  MARKET ASSESSMENT& RECOMMENDATIONS

Review d Mwketers

lhavemiat  with Mr. Tassy Katsculis todiscuss operations and ‘“’
concerns of both Cumbedand Sound and his company during the 1990
season. He was somewhat offended that there should be any question  as to
his rights to exclusivity  in the marketing of CSF products, particularly in
ccnsideraihn  of his claimed $250,00~.00 ICSS an last Years operations
because of his substantial promotional effor?s. I pointed out that CSF had
also lost money and the purpose of aur meeting was tc find some means to
twn that situation around.

The prir,cipal  complaints related to a Iac!< Qf adequa:e
communication bewean the producers arid La Mer, and an inconsistei~cy  of
quality. I reccmmenckd  that a comprehensive product specification
description be produced for each product fom that he wou!d like to ses
produced and asked for his imtp to prepars  such. He seemed to agree that
this would be appropriate, but alsc suggested  that he could send his own

I asked if he would prepare ibis idea in apeopie to run tne show in Pang, ,
comprehensive proposal format.

Our discussions were rather general and we agreed to meet again
prior to my reporting. Unfodunately he has bsen unavailable for further
meetings, and has net apparently prepared any mom detai!ed  suggestions
at this tiria. .

La Mer c;srate  5 retail stores in the Montreal area, cpera% their
own restaurant, act as wholesale  distributors to some restaurants and
stores in the Montreal area, act as brokers ar.d distributors in Toronto
through Van Horn and Eooth’s Fisheries, and provides all fresh fish
products to Loblaws stores i~ Om~io on a ccrnmissian basis. T!Ie ccmpany
deals in hundreds of various seafcod prcducts froiq across the globe. Tassy
,as presicent  is responsible fGr all of these operations. Unfortunakiy,  he
seelms to be the on!y one in his organization who is dirsctly involved in the
relationship wii~l CSF. (Me can’t help wondering if he can possibly pay
adgquata attention to the relationship, giwn his ether considerable
responsibilities.

,., .

,,
!
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d ~~mt Irj

I have met with both Bernard Dupont and Bob Robillard cf this firm
cn TWO occasions to discuss CSF marketing. Tine firm acts principally as
brokars of fresh and frozen products for about 10 -1.5 :pecific producers
of seafcod pr~duc:s, including fresh turbot sales on behalf of Royal
Greenland AP. This is very much a hands on organization that distribute
product in accordance to the producers preference. Fcr example, same
products they irwoics and collect on behalf of the producer, some they
purchase en their own account  for resa!e, some products are on a
consignment commission basis, while so,me are not,

. .

the

I asked them for handling and product specification (appendix #1 ).
They are prepared to develop with the producers a more comprehensive
produc~ specification description, as a quality contrcl tool.

We alscussed  tha prospect cf Agence Dupont being one part of a
distribution network made up of other brokers and c%tr!butors,  and their
comments and discussions were very positive,

Tria firm is small and adaptable, and appears cornplete!v flexible in
distribution approach, with fairness to themselves, their clients, and he
prodmrs as the only caveat,

-1 Fish Ma~eM I yj ‘

This firm is grir. we,-..‘=nl\y a wholesale  distrj~utor  in:th~  Ottawa  area .

that P2s :2:C ,Mavirfi nrcduc t for CSF since Turbo: were first made
available for export t: the south. They are also interested in helping to
develop product specs, so that a consistency of qua!ity  and grade can be
established.

Becau% this firm is close to the end users, they have been helpful
in the anaysis of who is using the CSF products, and what products
displace them or are displaced by them. They are also prepared to work as
one element of a network, and located in Ottawa are k~e!l placed to handle
inspection of the :r~duct when it arrives south (on an as required basis).
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Export  Pac!wrs are a brcker distributor with a reliable reputation,
working out of Toro~to, While I have not r,et with them personally to
discuss  the marketing of CSF products, their ?resk!ent, David Rubinstein
and I have reviewed their participation by telephcns.

Both Capital Fish and Bernard DupGnt  reccgnize Export Packers as
cotmpeti?ors with whom they Wouid not feel uncomfortable in a marketing
netwarkof  CSF products. Although Mr Rubenstein  IS unfamiliar with the
CSF product specifically, he is also satisfied with the judgement  of
Capital and Dupont and would be interested in distributing the praduct to
his cwn custmers.

Med ina Foods:

This firm is not involved directly in the market!ng of arty food
products, but is rather a third party organization that endorses various
food products ss tc qua!ity and nutritional benefit. They are famiiiar  as
the developers of “Nutri Cuisine” that is served cn request on a number of
airlines including Air Canada.  In addition they endorse all food products
for Hilton International, and the Canadian Coaches association.

The firm is about to join in a jcint venture with some nat%
organizations to devslop a similar endorsement and promotion  program for
native country foods.

I met with t~e company president, Daniele Medina to discuss this
project as it might to relate to CSF products. As she described, the Medina “
seal of approval represents a value added to the proauct, as an independent
third party endorsement of the quality and nutritional properties of a
particular prcduct.  {n addition, it can bean educational tool for the
producers, as a comp:ete and precise def’lition as te their quality
requirements.

Ms. lvledina was very interested in CS’F production and would
perhaps like to be able to faliow it within her developing native country
foods program.
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Target Markets

c urrent Prices 1 5/1 ~

Fresh Fillets:
Cod
Haddock
Sole
c~~~
Greenland Halibut (200-700gm)

Frozen Fiilets:
Turbor (layer pack) 2-4 oz.

!1 II n 4-8 OZ.
It v! M 8-16 Qzo
It (cello pack)

Whole Fresh:
Atiantic Halibut
Pacific Halibut
Greenland Halibut

Whole Frozen:
Atlantic Halibut
Pacific Halibut
Greenland  Halibut (in Europe)

Fresh 1 oi3i89 16/3/99
Cod fillets $2.25 $2,35

Haddock fillets N/A $3.25
Sole fillets $3.95 $5.95
CSF fillets N/A $3.60
CSF whole N/A $1.75

$ 2.25/ lb.
$ 4,45/ lb. “<
$ 3.65/ lb.
$ 2.15/ lb.
$ 4.75/ lb.

$ 2490/ lb.
$ 3.3U lb.
$ 3.45/ lb.
$ 245/  l!).

Not Ava.ilab!e
Not Available
Not Available

Not %.’al!able
$ 3.45/ lb.
Dki.1 ‘&’ kCJ,

,i.e. $ 1.46/ lb.
.

23/3/89
$2.15
$3.15

$:;0
$1.75

The above tables suggest that during the winter months turbot
fillets are consumnecl  as an Aernative  to sole. In Canaaa ;::5 winter
supp!y of fresh flat fish frcrn the Atlantic provinces is very sporatic, with
weather and ice conditions effecting the harvest, and foreign exchange
conditions directing the fish to and from the American rr,arket. These
combine to cause volatile supply and pr;ce fluctuations. Recognizing this,
CSF should attempt to monitor the flatfish market and hawest conditions,

t
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“ in order to have thair fillet products available to fill the void when other
f:atish such as sale am unavailable or highly prk~d. This will help to
establish a rep~ta::ofi  of supply consistmcy  in CSF products, and may in
tilme help to make CSF ~~rbct  fillets the spec!es of choice amongst regular
consumers.

Even better prospacts wcu!d appear possible for whole fresh ,
turbot that has been headed, gutted, and trimmed of fins. Fresh atlantic
halibut is only occasionally avaiiable as a bycatch product irom other
gromdfisheries. Only fruzen pacific halibut is avai!able, but this a product
has a fairly reliable market demand. With careful grading, quality, and
presentation, all markstsrs ccnsulted felt that as a fresh product, CSF
whole fresh turbot should be able to find its own re!iabie market nich.
This would clearly be assisted  with an idectificaticn  such as “Baffin
Halibut”.

12ecause quality is of paramoum impmlance, size graaiing should be
done immecfiate!y whsn the fish arrives at ths plant door, Frotm these, the
largest whole fish, as the easiest and best market prospect in the south,
should bs checked for condition and packed in size grades of 7-10 lb. and
10-20 lb, or lar~er size.

The smaller fish that are to be N!sted si?ou!d be cut to consistent
portion sizss of 6-8 oz. and 8-1 Ooz., and packed in 1 Cl lb. s:jrofoam boxs,
All products should be !ablled with catch date, packing date, skipping date,
and package numbw. This will prc’;ide proof of handii,~g  to the end user,
and a i~~~~s  to isol.a~:  and solve pradlerns that might occ~r in production.

t
.

If larger fish are to be filleted, they should also be portioned into
loin cut fillets of 6-8 oz., and 8-10 OZ. There is nc point in steaking  any
fish for the southern market. Cutting the fish into steaks exposes a h!gh
proportion of the flesh to air, and greatly speeds the spoilags rate. For
this rc+ascn xuthern buyers prefer to buy whcie fish and do the steaking
immediately before presentation to the end user and will therefore discount
steaked fish rather than pati a premium for it.

It wc)~id appear that in previous years, concentration in the plant
was on filleting, and bottlenecks and congestion caused by this had an
adverse influence on all products. Since quality is paramount, all
m,arkeiws have recommended that concentration should be on the whole
fish market, This will be the easisst to process, most easily achieve tha
required quality standards, and help to establish a high expectation for
CSF pr;ducts in the market place. These standards will help to ensure a
reliable market with the !- Qhest potential returns,

.
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Marketing Proposal
.

. . . . -.

in the past CSF have sold their products directiy  to southern
operators, but have had no way of deter~ining that tkey w5f3 getting the
best marketing  or pr~ce. Distances between parties in this relationship
breeds suspicicn and misunderstat?ding  both in the north and the .sGuth. The
marketirig scheme must recognize this and be constructed in such a way as
to encourage cc-operation and inter reliance. , . .

This prcpcsal recar,mefias the establishment of a marketing
nstwork, made up of three distributors; one in each of Toronto, Ottawa,
and tvl~nt:eal. This will give represented exposure to CSF products in each
of these major centres. Because each market has different seafcod buying
habits, the local knowledge of the hdividuat distributors will help to
accommodate the product mix to local market fluctuations. Agence Bernard
Dupont, Capital Fish, and Export Packers have a!l agreed to co-operate
with one another and CSF in this type of N~twork.

Representatives Qf thes~ tk-ss -Pfi-., ~dkit!:r?s  should meet in early
to mid January with the general manager of CFS, and a wpresentstive of
First Air (as the shipper). Together they should finalize detailed and
comprehensive specifications cm each product to be shipped south. These
criteria should be sufficiently accurate  that inspection only requires the
ability to read, see, feel, and smell. By this means, reasons for rejection
C; product or price discounting are established before the first shipment
takes plats, and tha distributor  has a tocl with which to sell the CSF
quality to his customers.

If the prcc!uct is sold by the distribution network ori a commission .
basis of 7%, CSF can become a more pafiicipatory msmber in the marketing
function, T+9 distributors will be trying tc get the nighest price possible,
and wouki he preparsd to share with CSF information  about competing
products and prices in their local markets. Because three individual
distributors in three individual markets are available to sell the product,
CSF can compare the sales prices and volumes of the thrse tc be satisfied
of. : ----:, -’-L ~’-=tng done. [f there IS alscrspe (CY as to quality, there are other
southern opinions availab!e  to consult.

The effectiveness  of this or any marketing strategy  is wholly
-?ndent u~on prapar corrmunicaticn beh$~een ths producers and the

~~tributors.  This wil! require nc: .jl?ij 1‘,~ely information about the
market place being supplied by the distributors, but also timely
information being prcvkld by CSF ?.k-’ ,:.--~cticncn  volume, shipping
schedules, product forms, and production ~rnb!ems. The protocols for this
communication must be clearly Wablkhed  and followed,

. .
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From these frequent communications prices can be set prior to
shipping, and pro-forma in’~cices  sent by fax to each of the !hree
distributors according to their Ordei,  payable net of the 7c/0 commission
within 15 cays of receipt of the shipnwnt.

While all cf this may seem rather involved and comp{ex,  much of it ,
will be essentia!  in any atiec~ive rr,arketing system, whettw distribution
is through a single customer buying the product, or a larger network is
erwisioned.

Promotion and Market Feedback

A5 the CSF business plan suggests, etiws should be made tO tie
CSF products to the Arctic to give it .a distinctiveness. For this reason
efforts skculd be continued tG permit the use cf E!affin I-iaiibut as a
legitimate incantifying  name.

A program ccm!d akm be develcped to solicit feedback, while at the
same time encouraging purchase and consumption as a distinctive Arctic
product, To encourage feedback, paint-of-sale handouts  can iriciude a
mail-in comment porticn. The consumw can be encaurzged to buy the
product and then return the comment card if doing so mak~s them e!igic!e
for a prize. That pr!ze cou~~ be a piece of lnuit art or a trip to the north,
tying the product in t; a ccnsu~.=rs  mind to its Arciic origins, with other
recognizable and distinctive examples of ncrthern quality,

f

Seperate prizes could 5: :ffered to different rwrket p!ace.s such -
as retail stores and restaurant.s, and additional competitions could be
developed io encourage irmvation with the product. This could includs
competition between chefs for differing i~c!pes, or the same for
househo!d ccnsumers.

This type ef program irivoives very Iitile additional expetise to
what is already being spent on printed materials, but provides the
c! Wbutors with effec~ive  sales tools.  At the sama time it ~iovicks
feedback to the producer  and disi:~butors  as to Meir effectiveness, and
strongly develops customer identificati~n  cf the prcauct with the Arctic.

. .


