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REPORT TO THE PRESIDENT

U.S. Tariff Commission,

July 28, 1969.

To the President:

In accordance with section 301(f)(1) of the Trade Expansion Act
of 1962 (76 Stat. 885), the U.S. Tariff Commission herein reports the
results of an investigation, made under section 301(b) of that act,

relating to canned sardines.

INTRODUCTION

The investigation to which this report relates was undertaken to
determine whether--

sardines, in airtight containers, of the kinds provided for

in items 112.20-.24; 112.54-.73; and 112.79-.86 of the

Tariff Schedules of the United States
are, as a result in major part of concessions granted thereoﬁ under
trade agreements, being imported into the United States in such in-
creased quantities as to cause, or threaten to cause, serious injury
to the domestic industry or industries producing like or directly
competitive products.

The investigation was instituted on February 5, 1969, upon peti-
tion filed on January 28, 1969, under section 301(a)(1) of the Trade
Expansion Act by the Maine Sardine Packers Association, Inc. Public

notice of the-investigation and of a public hearing to be held in

connection therewith was given in the Federal Register of February 8,

1969 (34 F.R. 1925). The hearing was held April 29-May 2, 1969, and
all interested parties were afforded opportunity to be present, to

1



produce evidence, and to be heard. A transcript of the hearing and

copies of formal briefs submitted by interested parties in connection

with the investigation are attached. 1/

FINDING OF THE COMMISSION
On the basis of its investigation, the Commission unanimously 2/
finds that sardines, in airtight containers, of the kinds provided for
in items 112.20-.24, 112.54-.73, and 112.79-.86 of the Tariff Sched-
ules of the United States are not, as a result in major part of con-
cessions granted under trade agreements, being‘imported into the
United States in such increased quantities as to cause, or threaten to

cause, serious injury_to the domestic industry producing like or

directly competitive articles.

lj The transcript and briefs were transmitted with the original
report sent to the President.

2/ Commissioner Clubb has disqualified himself from participation in
this investigation.



CONSIDERATIONS IN SUPPORT OF THE FOREGOING FINDING

As has been made clear in the Commission's reports on previous
investigations under section 301(b) of the Trade Expansion Act of
1962, the Commission, in order to make an affirmative finding under
the statute, must determine (1) that the imports of the products con-
cerned are entering the United States in increased quantities, (2) that
such increased imports are attributable "in major part" to trade-agree-
ment concessions, and (3) that the increased imports reflecting such
concessions are "the major facfor" in causing or threatening serious
injury to the domestic industry producing like or directly competitive
articles.

With respect to the first of these criteria, it is clear that the
imports of canned sardines have increased within the meaning of the
statute. Whether gaged by any recent period during the 1960's or by
some earlier post-World War II period, the recent volume of imports
has been higher than in former years. Moreover, the volume of im-
ports of most of the major categories, or kinds, of sardines has also
risen significantly, although the relationship between the current and
past levels of trade varies with the kind of sardines under considera-
tion.

During the course of the trade agreements program, the rates of
duty on canned sardines have been reduced on several occasions and by
various amounts, depending on the kind of sardines as well as on their
unit value. For some kinds of sardines, the negotiations resulted in

bindings of the statutory rates of duty or small reductions, but for



most types that are of commercial significance the duty reductions,

which occurred principally in the 1940's and early 1950's, were sub-
stantial, ranging from 33 percent to 75 percent of the original statu-
tory rates. In the absence of such reductions, the level of imports
would undoubtédly have been lower.

While the various tariff concessions granted on sardines during
the pas£ 2 decades facilitated the upward trend in the volume of im-
porﬁs, many other factors contributed to the rise, and it is the
unanimous opinion of the Commission that the increased imports are
not "a result in major part of concessions . . . under trade agree-
ments . "

As noted above, the imports were substantially higher in 1968
than in any other recent year. Annualrimports rose irregularly from
about 22 million pounds to about 59 million pounds over the 1959-68
period. Of the increase in that period, nearly four-fifths (or 29
million pounds) consisted of sardines not in oil. Most of that gain
was accounted for by imports from South Africa of pilchards in tomato
gsauce; the remainder con;isted almost entirely of imports from Norway
of sea herring not in oil.

By far the major factor in the increase in imports from
South Africa was the disappearance of pilchards from the Pacific
coastal waters of the United States. As a result of that
phenomenon, production in California virtually ceased, and since the

early 1960's U.S. requirements for this kind of sardine have been



supplied almost entirely by imports. ;/- As noted below, the increased

imports from Norway of sardines not in oil are attributable largely to .
a domestic firm which discontinued production in Maine as a result of
persistent scarcities of fish in Maine .waters. -

With respect to sardines in oil, imports rose from about 21 mil-
lion pounds in 1959 to 33 million pounds in 1962, but declined to 20
million pounds in 1963. Thereafter, they rose without interruption to
somewhat more than 28 million pounds in 1968. Virtually all of the
increment was -attributable to %he increase in the volume of annual
entries from Norway, which rose by almost L mil;ion pounds from 196k
to 1968, and of those from Canada,‘whichbrose by 3 million pounds over
theisame period.

While the increase in the annual imports from tbese two countries
was facilitated by duty reductions pursuant to trade-agreement con-
cessions, a number of other factors were of overriding importance.

The rise in the annual imports from Norway, for example, coincided
almost exactly, in terms of both time and volume, with the decision of
one domestic firm to discontinue production in Maine and to‘supply its
requirements from merchandise imported from Norway. According to

officials of this concern, which also accounted for most of the in-

creased imports of Norwegian sardines not in oil from 196L4-68, the:

1/ In its petition (p. 8), the Maine Sardine Packers Association,
Inc. states: "The loss of the West Coast or Pacific catch, which has
virtually disappeared, cannot be attributed to the reduction in duties.

This was an ichthylogical phenomenon for which no explanation has yet
been found."



decision in favor of importations was primarily the result of long-

standing scarcities of fish of the small sizes it needed to produce the
quality of sardines it desired. 1/

As noted, most of’the remaining increase in the imports.of sar-
dines packed in oil was supplied by Canada. Here again,~prévious duty
concessions facilitated the rise in the volume of imports, but ﬁhe
effect of other factors hés outweighed that of concessions. Among the
othef factors were the supply of fish in Canadian waters, the devalua-
tion of the Canadian dollar in the early 1960's, and the rapid in-
crease in the prices of domestic sardines in the United States in
recent years. g/'

As is evident from the information developed in this investiga-
tion, the Canadian sardine canneries have ready access to a relative
abundance of raw fish. Indeed; a major share of the total quantity of
fish used by Maine canneries was imported duty free from Canadian
fisheries in 1968. In additionm, the value of the Canadian‘dollar
declined, in terms of the U.S. doliar, from an average of $1.0k4 iﬁ
1959 to 95 cents early in 1962. In May 196é the value of fhe Canadian
dollar--pursuant to an agreement with the International Monetary Fﬁnd-—

was pegged at $U.S. 0.925 (plus. or minus 1 percent) partly in an

1/ Transcript of the hearing, pp. 403 and 4338.

g/ That the various other factors outweighed the effect of conces-
sions is ‘evident from the fact that the imports of sardines in oil
from Canada failed to increase significently after duty reductions
(renging from 30 percent to 50 percent) were implemented in 1948 and -
1951. Imports from Canada were negligible until 1966,



effort to stimulate exports and to reduce Canada's balance of payments

deficit. The effect of such devaluation was subsequently augmented by
sharp increases in the wholesale prices of comparable sardines pro-
duced in the United States (from an average of about $8.78 per case in
1964 to $12.28 per case in 1968--or a gain of about LO percent). Such
price changes were not accompanied by a rise of comparable magnitude in
the prices of Canadian sardines, and, accordingly, the competitive
position of the Canadian producer that accounts for all of the produc-
tion in that country greatly improved.

Inasmuch as the increase in the importé is not attributable in
major part to trade-agreement concessions, the Commission is pre-
cluded from making an affirmative finding of serious injury or threat
thereof, regardless of the effect of such imports upon the domestic
industry. The information developed during this inve;tigation indi-
cates that a large proportion of the total imporfs of canned sardines
sell at prices that are substantially higher than those obtained for
sardines produced domestically. Nonetheless, a significant part of
the imports sell in the same price range as the domestic product and
are directly competitive with it. During the hearing, some U.S. pro-
ducers testified that the price competition offered by such imports
has resulted in the erosion of sales in important marketing areas in
recent years and there appears little doubt that such competition has
been a substantive factor in the difficulties of th¢ industry.

In this connection, it is to be observed that in recent years

the domestic producers of canned sardines have taken a number of steps



to improve their competitive position. Such measures have included

the increased -use of raw fish from Canadian fisheries, research into
methods of improving both the quality of the product and marketing
techniques, and, finally, a recently announced pilot program for the
use of new types of processing machinery which could ultimately greatly
reduce the amount of hand labor now required in production.
Notwithstanding the foregoing efforts, most of the Maine canneries
continue to operate with small profit margins and with limited capital
resources, Most of the canneries are engaged exclusively, and the rest
of them chiefly, in the production of canned sérdines.‘ Because none
is equipped for freezing raw fish, their operations are highly sea-
sonal and are dependent on the erratic nature of the catch of raw fish.
For most such concerns the impact of the increased imports is undoubt-'
edly of serious moment even though such imports are not due "in major

part" to trade-agreement concessions.



Description of the Product

Kind of fish used and methods of preparation

Several types of fish are canned as sardines. Commeréially,
nearly all of the world's output consists of (15 small sea herring or
sild, obtained in the North Atlantic Ocean and the North Sea; (2)
bfisling or sprat, obtained only in northwestern European waters; and
(3) pilchards, obtained mainly in the Mediterranean end off the
Atlantic coasts of Spain, Portugal, France, and South Africa. ;j
Among‘the moré'iéportant diffe;ences between the three kindsbof fish
is their size. As a rule, when used for canning as sardines, pilch-
ards are larger than sea herring which in turn are larger than bris-
lings. In addition, significant differences exist between various
kinds of sardines with respect to their texture and taste due tovdif;
ferences in the species of fish used and to the methodé!of prépara—
tion. }

Among the world's leading producihg countries methods of proc-
essing vary significantly due to local custom, the types of fish
packed,-and the sauce or oils used in canning. In all cbuntries, how-
ever, certain preparatory steps--such as washing, salting, cleaning,
and the eliminatibn of certain amounts of natural oils and moisture of

the fish in precooking processes-—are essentially the same.

1/ Although pilchards were formerly obtained in volume off the coast
of California, they have virtually disappeared from that area in
recent years.



10

In the United States and Canada, where only sea herring are used,
the fish are manually sorted and the heads and tails are removed with
scissors before the raw sardines are ﬁlaced in cans by hand and steam
cooked. The cans are then drained, oil or sauce is added, the cans
are sealed, and cooked again (sterilized).

In Norway, where both sea herring (sild) and brisling (sprat) are
used, the fish are mechanically sorted and strung through the head onto
a thin rod. The strings of fish are then conveyed into ovens where
they are cooked with steam and lightly flavored with oak wood sﬁoke.
After removal from the oven, thevstringquf fish are passed:throggh_a ’
cutting machine that removes the heads. &hé coéked fish arelfhenvﬁandi
packed in cans; the oil or séuCe is added and the cans sealed and
given a final steam cooking or sterilization.

In Portugel, Spain, and Morocco, where only pilchards'are;paékea;
the heads and tails are removed manually’affer which the figh:afe.
eviscerated and washed. They afé Fhen placed on rgcks and partiallj
cooked in steam ovens. The subseéuent procedures are the same as in
other countries except when the sardines aré skinned and boned. In
Portugal and Morocco a large share of the pack is comprised of fish
which have been skinned and the backbone and ribs removed by hand
leaving a skinless and boneless piece of flesh.

In South Africa, where bnly pilchards are used, the fish are

eviscerated and then processed as in the United States.
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Sauces or oils used

The bulk of the sardines produced in the United States is packed
in soya bean oil; most of the remainder, or about 10 to 15 percent of
the total output, is packed in either tomato or mustard sauce. Most of ‘
the Canadian output is in soya bean oi}, whereas either olive oil
or sild oil (refined herring oil) is the principal packing media used
in the Scandinavian countries. ;/ As in the United States and Canada,.
a small share of sea herring produced in those countries is in tomato
or mustard sauce.

Imports of pilchard sardines from Portugal, Spain, and Morocco
are packed almost entirely in olive oil, Pilchard sardines from South

Africa, on the other hand, usually are packed in tomato sauce.

Types and sizes of cans

Sardines are packed in a number of different sizes and types of
cans. In general, the type of can depends upon the type and size of
fish utilized.

With respect to sea herring and brislings, the fish usually are
packed in quarter-size cans having a labeled content weight (including
the fish and oil or sauce) of from 3-1/4 to 4 ounces, A relatively
small amount is packed in cans, weighing with their contents, up to
15 ounces, and in smaller cans having a labeled content weight of

2-1/2 and 1-1/2 ounces. By far the largest share of the cans used to

"1/ One former U.S. producer of Maine sardines, now an importer, im-
ports smoked sardines from Norway packed in soya bean oil,
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pack sea herring and brisling are made of aluminum; a declining pro-
portion qf the total is in cans made of tin plate. Most of the fish
ﬁacked in the United States and Canada are in keyless cans having
lithographed 1ids; a recent development has been the widespread use of
an easy-open pull-tab 1lid. Most of the imports of sea herring and
brisling from countries other than Canada are fitted with a 1lip for
the .use of a key; generally the key is wrapped with the can in paper

or cellophane on which the brand name of the producer is printed.

Pilchards are larger than sea herring or brisling and accordingly
are usually packed in larger containers. Pilchards packed in the
Mediterranean countries ordinarily are packed in a "quarter club" can
having a net content weight of 4-3/8 ounces. Those from South Africa
are mostly in half-pound ovals, with a net content weight of 8 ounces,
or in l-pound talls. or ovals having 15 ounces of net product. The
production of pilchards in South Africa is predominantly in tomato
sauce; those produced in Europe a;d North Afric; afe almost entirely

in olive oil,

Number of fish per can

Sardines are packed either in one layer, two layers, or cross-
-packed. In one layer or two layers, the fish are packed parallel to
the long side of the can, whereas in crosspacks, fish are packed in
two layers parallel to the short side of the can. Brislings are
packed by all three methods; sea herring usually are packed either in
one layer or two layers and pilchards are ordinarily packed in one

layer.
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There are also variations in the number of fish contained in a
can, largely due to the size of fish utilized. For the Norwegian
standard quarter can marketed in the United States, the fish count
of one-layer brislings and silds ranges from 6 to 12 but generally
runs 8 to 12 fish per can; two-layer brislings and silds run 16 to 2L
fish; and for crosspacks, consisting usually of brislings,.the count

ranges from 28 to 38 fish per can. 1/ By comparison the fish count

for ses herring packed in the United States and Canada in quarter cans
ranges from 4 to 14 and over,lbut most often runs L4 toc 9 fish.

As noted above, pilchards are packed in several different size
cans. The number of skinless and boneless sardines in a quarter club
can imported from Portugal and Morocco ranges from 4 to 8 fish, mostly
from 5 ﬁo 7. South African pilchards number 5 to T fish per can in
8-ounce ovals and about the same number in l-pound oval and one-pound

tall containers.

Comparison of imported and domestically produced sardines

Most imported sardines differ from the bulk of the domestic out-
put in the kind of fish packed, the type of oil used, and tﬁe method
of preparation, and packing. Except for a small California pack of
pilchards, all of the domestic production consists of canned sea her-
ring. None of the domestic sardines are skinned and boned, and none

are smoked. 2/ Of the total imports of sardines in 1968, about U5

1/ Transcript of hearing, pp. 397 and L70.
g/ One domestic producer regularly packs relatively small amounts
of sardines in smoked oil (transcript of hearing, p. 226).
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percent of the quantity and 24 percent of the value consisted of pil-
chards; 10 percent by quantity and 16 percent of the value were
skinned and boned; and 38 percent by quantity and 5L percent by value
were smoked. The remainder consisted of nonsmoked sea herring or
sild.

Sardines imported from Canade are similar to the Maine sardines.

Canadian canneries cbtain their fish from the same fishing grounds

and use the samevpacking media as the Maine producers. In 1968 imports
from Canada accounted for about 6.5 percent by quantity and 5 percent
by vealue of the total imports of sardines.

Virtually all of the domestic and Canadien in-oil sardines are
packed in soybean oil. The oil used in all other countries is pre-
dominantly either sild oil or olive oii. The cost of olive oil is
more than double that of other oils used in canning sardines and is,
therefore, used primerily in packing high-priced sardines, such as
brislings. For sardines not in oil, the packing materials--chiefly
tomato and mustard sauce--used are the same for both the domestic and

imported products.
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U.S., Tariff Treatment

Canned sardines are classified for tariff purposes under 1L items
of part 3, of schedule 1 of the Tariff Schedules of the United States
(TSUS). 1/ On the sardines provided for in 13 of the items, the orig-
jinal duties in the Tariff Act of 1930 have either been reduced or bound
a8 a result of concessions granted under the trade agreements in the
General Agreement on Tariffs and Trade (GATT). Only the rate of duty
on skinned or boned sardines in oil, valued over 23 but not over 30
cents per pound (TSUS item 112i7h),has not beeﬁ subject to a tariff
concession; accordingly, such sardines are not covered by this in-
vestigation. Table 1 in appendix A shows the statuto¥y (column 2)
rates of duty applicable to the products subject to the investigation,
along with the modified (column 1) rates resulting from trade-agree-

ment negotiations. 2/

Sardines not in oil

The statutory rate on imports of sardimes mot in oil and packed

in containers weighing, with their contents, not over 15 pounds each,

1/ During the period Aug. 31, 1963, through Dec. 31, 1967, canned
sardines were classified under 12 TSUS items. On Jan. 1, 1968, to
carry out the first stage of the Kennedy Round commitments made by the
United States, two of those TSUS items were subdivided; this action
created two additional items, making a total of 1b.

2/ The TSUS provides two rates of duty for each item. The column 1,
or most-favored-nation, rates applicable to canned sardines that are
lower than the corresponding column 2 or statutory rates reflect
tariff concessions made by the United States in trade agreements. Im-
ports from countries designated as Communist-dominated or controlled
are dutiable at column 2 rates (see general headnote 3 to the TSUS) .
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is 25 percent ad valorem. The statutory rate on imports of sardines in
containers. in excess of 15 pounds each is 1.25 cents per pound; such
sardines are not an important article:.of commerce.
Theabulkaof:the'impprtonf‘sérdinesvnot“in.oii #fe in containers:
weighiﬂg, withftheirrcontents, 8 ounces to 15 pounds easch (TSUS item
112.22); the current- rate of duty, 6.25 percent ad valorem, was estab-
lished in 1951 pursuant to a GATT concession.‘ Almost all of the re-
maining imports of sardines not in oil are in containers of less than
8 ounces (TSUS item 112.20). The existing (Jan. 1, 1969) rate of duty,
8 percent ad valorem, reflects the second stage of a five—staéeiKennedy

Round reduction.

Sardines in oil

The statutory rate of duty on sardines in oil is 30 percent ad
valorem. Successive trade-agreement negotiations have resulted in duty
reductions for all of the major categories of trade and have involved,
as well, the establishment of a number of separate frbVisioﬁs for such
sardines based on their value and the manner in which fhey are‘procl
essed (e.g., whether smokéd, skinned or boned,'éﬁc}).

The great bulk of the imports of sardines packed in oil have a
value for duty purposes of over 30 cents per pound. -Most of this
trade consists of smoked sardines (TSUS items 112.79‘and 112.80) and
sardinés which have been skinned or:bonéd (TSUS item 112.86). With
regard to smoked sardines of this value, thevstatutory rate was re-

duced to 15 percent ad valorem in 1948 and fo 12.5 percent ad valorem
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in 1958; pursuant to Kennedy Round concessions, the duty will be
further reduced by January 1, 1972, to 6 percent ad valorem or to 11.5
percent ad valorem, depending upon the type of container and the unit
value of the product. The 2L percent ad valorem rate on skinned of
boned sardines of this value has been in effect since 1963.

Most of the remaining imports in oil are comprised of sardines,
not smoked, valued over 23 cents but not over 30 cents per pound
(TSUS item 112.73), on which the current rate is 15 pércent ad valorem,
reflecting av19h8 concession under the GATT.

Table 2 shows the rates of duty in effect on January 1, 1968, the
effective dates of such rates, and the volume of imports in 1968. 1In
the table, the TSUS items are arranged by the manner in which the fish

are prepared and packaged.
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U.s. Prodﬁcers

In recent years, canned sardines have been produced in only two
States--Maine and California. As a result of the disappeafance of pil-
chards from the U.S. Pacifie coast waters, production of sardines in
California haé virtually ceased and almost all of the domestic output
ié now in the State of Maine. Since 1967, commercial fishing for sar--
dines off the coast of California has béen prohibited by State law and
sardines caught with the mix of other fish cannot exceed 15 percent of
the total catch.

As shown in table 3, the total number of canneries in California
declined from about 51 in 1948 to one in 1968; according to the trade,
the remaining cahnery in that State is now engaged principally in the
production of other fish pfoducts. In Maine, there was a sharp bui L
up in the number of producing facilities immediately after World War II,
whiéh, according tQ industry spokesmen, resulted in excess productive
capacity and contributed to subsequent plant closures in the early
1950's. ;/ The total number of operating plants in that State rose
from 30 in 1946 to 47 in l9h9ﬁ After 1952, the number of canneries
declined persistenily until only 22 were in‘operation in 1968. 1In
1969, one additional cannery ceased production, bringing to 21 the .
total number of plaﬁts in Maine currently producing'sardines. A num-
ber of plants in other States (chiefly Massachusetts and New Hampshire)

were engaged in producing sardines in the early postwar years, but

1/ Transcript of hearing, p. &5.
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production in such plants appears to have been discontinued entirely
by 195k4.

In 1969, the 21 canneries producing sardines in Mainé were opera-
ted by 11 firms. While three of the firms have operations involving
products other than canned sardines; most of the canneries are engaged
exclusively, and the rest chiefly, in the production of canned sar-
dines. Generally the canneries are small enterprises and for the most
part employ less than 100 workers at the peak of the season. In the
early postwar years the averagé annual value of output per plant
trended downward sharply as a number of neW‘firms entered the market;
during the 1950's, and through the mid-1960's, the average value of
output per plant was generally less than $500,000 annually (table 4).
In the late 1960's the average value of prodﬁction per plant tended to
increase and by 1968 output per plant reached the highest level in
recent history; nonetheless, it coﬁtinued to be less than $900,000 per
cannery.

Save for one plant constructed in 1968 to replace a cannery des-
troyed by fire, no new plants have been built in the past 20-years.
Most of the existing facilities were built with a view toward opera-
tions only during the fishing season, and even today, some lack heated
facilities for year-round production. 1/

According to information suppliedvthe Tariff Commission by

questionnaire, the total original cost of the plant and equipment

;/ About 70 percent of the total domestic landings are during the
months of July-October; the remainder is mostly in the spring and
early summer. Since 1965, fishing for sea herring the year-round has
been permitted by Maine law.
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utilized by Maine sardine canners in 1968 was about $8 million. The
accumulated depreciation through 1968 on these facilities was about
$4.2 million, and the net book value of the plant and equipment at the
end of the calendar year 1968 was $3.5 million. New investment in
plant and equipment in recent years has been small. Slightly less
than $3.3 million was expended by the producers for plant and equip-
ment for use in sardine canning during the entire 5-year period

1964-68, as indicated below (in thousands of dollars):

i i Machinery, i

R . equipment, i
Year : Buildings *  and sardine : Total

. . carrier vessels °
9Bl m mm e e e e : 78 : Uk ;Lo
1965 === === mmm e e : L3 ahh . 287
1966 1/ === mmmmm e : 153 : 343 ¢ k496
1967 1/mmmmmmmmmm oo 202 705 : 907
1968 2/ === m e e : 546 : 613 : 1,159
= e : 1,022 : 2,249 : 3,271

3

}/'Includes the purchase of existing buildings, machinery, an
equipment of one company by another.

g/ Includes cost of replacing buildings, machinery, and equipment
destroyed by fire.
Nearly a third of the aggregate expenditures during 1964-68 were made

'in the calendar year 1968; most of this was by one concern for the

replacement of buildings, machinery, and equipment destroyed by fire.
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U.S. Production

The total U.S. output of sardines averaged about 167 million
pounds annually during the 5-year period 1949-53. It decreased sharply
almost every year thereafter and over the 196L4-68 period averaged 31
million pounds (table 5 ), Although production in Maine as well as
{n California declined greatly during this period, the great bulk of -
the decrease in total U.S. output was aue to the virtual cessation of
production in California after the disappearance of pilchards from
the Pacific cnc’)as't. |

In the 5-year period 1949-53 production in California--consisting
entirely of pilchards packed in tomato or mustard sauce, or without
- sauce or oil--averaged 107 million pounds compared with about 1 mil-
lion pounds in 1964-68. Over the same period, total average annual
production in the State of Maine declined by somewhat more than 50
percent or from about 60 million pounds annually to about 30 million
pounds. Maine's output of canned sardines reached a postwar peak of
78 million pounds in 1950, after which it declined erratically to 18
million pounds in 1961 (table 6 ). In 1962, output increased to 50
million pounds, after which it declined to 20 million pounds in 196L4.
Since 1964 production has increased almost without interruption, and
in 1968 it amounted to about 40 million pounds, the highest level
since the year 1962. 1In terms of value, Maine's output declined from
$29 million in 1948 to $8 million in 1961 (table 7). In 1962 and
1963 it amounted to $20 million and $13 million, respectively, and in

1964 it dropped to about $8 million. Over the 196L4-68 period, the
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value of production increased without interruption and in 1968 it was

valued at $19 million--the highest in recent history.



Supplies of Raw Fish

As has been noted, the decline in the production of sardines in
California was due almost entirely to the disappearance of pilchards
from the U.S. Pacific coast. An imporﬁant factor in the sharp vari-
ations in the annual production of sardines in Maine has been irregu-
lérities in the annual catch of sea herring off the New England coast.
Indeed, the irregularity of the supply bf fish suitable for canning‘
as sardines has long been a problem of the canneries of all of the
world's major'brgducing countries.

Although the catch of sea herring in Maine has never been a com-
plete failure, the pack has at times been severely curtailed because
of the scarcity of fish. In other years, and indeed withip the
season, periodic surpluses have taxed the ability of -the canneries tb
process the available supply. Thus, according to the U.S. Bureau of
Commercial Fisheries, the unusually low pack of 18 million pounds of
Maine sardines in 1961, compared with 47 million pounds in 1960, was
due almost entirely to an "extremely poor" catch in all fishing areas
in 1961 (appendix B). 1In the following year, when output was nearly
three times that of 1961, the fish were scarce in the early part of
the season but a heavy summer run brought the packing season to an
early close. A scarcity of fish appears to have been partly responsi-
ble for the small output in 1964, and again in 1965 fishing was
reportedly generally spotty and left the canneries short of their

requirements. According to the Bureau, output in both 1966 and 1967

was hampered by bad weather and poor fishing.
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Sources of fish

In Maine, the sardine canneries have traditionally obtained their
supplies from fisheries in Canada as well as in the United States. 1In
recent years, however, Maine canneries have relied increasingly on Can-
ada for their requirements. Whereas the imports from Canada generally
accounted for a small but important part of the total supply of fresh
sea herring used for sardines before 1963, they have since grown
steadily both in absolute amounts and in relative importance. By 1968
the imports of sea herring from Canada amounted to about 66 million
pounds and were equivalent to half of the total quantity of fresh sea
herring used by the canneries in Maine. ;/ U.S. exports of fresh sea
herring in recent years have been negligible (table 8).

In both Canada and Maine sea herriﬁg are taken principally with
three kinds of gear-—weirs, which are stationary fish traps set along
the shore; stop seines, which are long nets used in shallow water;
and purse seines, which are enclosing nets used py.boats operating in
open waters. For sardine canning,'fish taken in weirs or stop seines
near the shore are preferred since the fish caught in this fashion
can be held alive in the nets for 2 or 3 days while food is clegred
from the digestive tract. 1In the winter when the temperature of the
water is lower, the herring tend to eat less and to school further
offshore. In these months the predominant share of the catch usually

is by vessels operating purse seines.

;/ As indicated by the table, Canada is also a major supplier of
sea herring used industrially in Maine. Indeed, since 1964 the great
bulk of the annual consumption of sea herring for fish meal and other
industrial products has been from fish imported from Canada.
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In'general, the increasing reliance by the industr& on sea her-
ring supplied by the Canadian fisheries is attributable largely to the
relative abundance of fish--particularly during the past feW'years--in
Canadian coastal waters, to the more intensive fishing activityAin
that area, and to recent improvements in the techniques of delivering
the fish. Reportedly some 200 Canadian weirs are operated for sea her;
ring off the coast of New Brunswick in a stretch of some 50 miles, co@-
pared with 71 weirs along the whole coast of Maine l/--a distance of
some 230 highway miles. In the past, the bulk of the deliveries of
imported fish used by the canneriés were by boat to plants situated in
Fastport and Lubec, which obtain the greater'p;rt, and during winter
months practically all, of their fish from Canada. In recent years,
however, the development of a tang truck service has enabled shipmeqts

" further down the Maine coast. Currently sea herring‘are reportedly

trucked as far south as Portland--an area it was not previously fea-

sible to service by boat because of the shipping time required. g/

Prices of sea herring

In both the United States and Canada, the prices of sea herring

used for sardines are generally established early in the season by the

1/ Transcript of hearing, p. 299.

g/ While the canneries in Maine are located along the seaboard from
the Canadian border as far south as Portland, five of the 21 plants
are located in the Lubec-Eastport area, near Canada. In 1968 the can-
neries in this section accounted for about one-fourth of Maine's total
production. Eight canneries are located elsewhere in the northern
coastal area, and nine are situated further down the coast--some as
far south as Portland. Several of the larger companies operate canne-
ries in both the northern coastal area and southern areas in order to
minimize risks from the failure of the harvest in local areas.
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sardine canneries. 1/ Prices are usually quoted for fish at the fish-
ing site; almost all of the fish are transported to the canneries at
the canner's expense. Prices in Canada, and in much of Maine, are
quoted in terms of hogsheads of’about 1,200 pounds each. Grade for
grade, prices for cannery fish caught along .the coast of Maine tend to
be uniform. Small fish generally_qommand a premium over the price of
large fishj; fish caﬁght with either stop seines or weirs command a
highér price than fish caught with purse seines.

Information supplied to the Tariff Commission by ten Maine canner-
ies indicates that the average delivered cost of sea herring used for
sardine canning rose from $25.35 per hogshead in 1967 to $27.01 per
hogshead in 1968. In the northern part of the State, where the can-
neries operate chiefly with fish importéd duty free from Canada, the
average cost tends to be lower than in other parts of the State,
principally because of the lower price of Canadian fish. Further
;outh, where the differential in the price of fiqh.gaught in Canadian
and U.S. waters is dissipated by tﬁe cost of transportation from
Canada, there was no appreciable difference feported in the average
cost of fish delivered at Maine canneries from U.S. and Canadian

waters in 1968. 2/

1/ Transcript . of hearlng, pp. 100 and 333.

2/ In 1968 the average delivered cost reported for fish from Cana—
dian waters was $24.78 compared with $28.26 for fish from U.S. waters.
In the Eastport-Lubec area, the average differential in favor of
Canadian fish was $5.91 per hogshead. The differential was insignifi-
cant at other Maine canneries. See transcript of hearing, pp. 96,
98-102, 337-338, and 363-36k.
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U.S. fishing operations

Types of gear and number of fishermen.--Within the United States,

the bulk of the sea herring catch is normelly taken in inshore waters
by stop seines and weirs (table 9). Purse seines accounted for about
58 percent of the catch landed in 1967; in most other recent years
stop seines and weirs have accounted for TO percent or more of the
total domestic catch. In the United States the bulk of the catch is
used for sardine canﬁing.

In Maine,  stop seines and/weirs are used exclusively for sea hér—
ring. Purse seine vessels, however, are used fpr catching herring
mostly in the winter; at other times they may be used for catching
other fish or shrimp or as sardine carrying vessels during the summer
fishing season when weirs and stop seines are the principal source of
fish.

Information from the Bureau of Commercial Fisheries indicates that
in 1968 approximately 645 individuals were engaged in sea herring fish-
ing operations in Maine. Somewhat more than half of these were so-
called "casuals" who obtained less than half of their annual income
from fishing. Including such part-time personnel and fishermen who
may be engaged in operating more than one kind of gear, about 390
persons operated stop seines full or part-time in 1968. The corre-
sponding figures for weirs and purse seines vessels were, respectively,
130 and 125.

Financial data respecting purse seine vessels.--In 1968, 20

vessels were licensed by the State of Maine to fish for sea herring
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with purse seines. Of these, six were owned outright, and.three partly
- owned, by Maine canneries. To develop information on their financial

experience in 1965-68, the Tariff Commission sent questionnaires to all
of the 20 vessels that were licensed to engage in purse seine opera-
tions ih 1968. Usable responses were received from seven owners that
in 1968 operated eleven vessels equipped with purse seine gear
(table 10). 1/ Usable data were supplied for four vessels in 1965,
six in 1966, eight in 1967, and eleven in 1968.

The aggregate sales df the vesséls for which usable data were
received rose from $71,000 in 1965 to $277,000 in 1967, but declined
to $237,000 in 1968. The average value of sales per vessel was $18,000
in 1965, $3L,OOC in 1966, $35,000 in 1967, and $22,000 in 1968. About
four-fifths of the aggregate sales of these vessels over the 1965-68
period was from sea herring delivered to sardine canneries. Deliver-
ies to bait and to ﬁearl‘essencevplants accounted for the bulk of the
remaining éales.

In the aggregate, the vessels reported.a net operating 1osé in
each of the years 1965-68. Three of the reporting vesseis indicated

losses in 1965, compared with one in 1966, six in 1967, and ten in

1968.

1/ Five vessels, although licensed to operate as purse seiners in
1938, did not actually do so. For two of the vessels, the income from
sea herring fishing was negligible in relation to the total income
derived from all of the vessels' operations; data for these two ves-
sels were therefore excluded. No response was received from the
operators of two vessels.
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Sales and Inventories

Sales

The total annual sales of Maine sardines have been calculated by the
Commission from official statistics on production published by the Bureau
of Commercial Fisheries and from producers' invgntories published byvthe
U.S. Department of Commerce; they are shown below for 1958-68 (in thou-

sands of standard cases of 100 quarter cans each):

Changes in

Year- ¢ Production : producers' yearend : Sales
: inventories :
1958 mmmmm e o e 2,100 : -220 : 2,320
1959 mm o 1,753 : -48 ¢ 1,801
1960 === = m = e : 1,998 : +186 : 1,812
R R : 754 - -885 : 1,639
1962 mmmmmm e : 2,147 : +9U8 : 1,199
1963=m === oo mm e : 1,619 : © -29 : 1,648
196k m e e e 866 : =525 : 1,391
1965 mmmmm e e : 1,267 : -18 : 1,285
L966= === == mmm e : 1,332 : -165 :  1,L97
1967 =mmmmmmmmm e e : 1,250 : -16 : 1,266
1968 mmmm o m e e e 1,699 : +426 1 1,273

In 1958, total sales of Maine sardines amounted to about 2.3 million
standard cases after which they declined almost without interruption to
about 1.2 million cases in 1962. Sales increased to 1.6 million cases in
1963; in the ensuing 5-year period, 1964-68, they ranged between about 1.3

million and 1.5 million cases annually.

Inventories
Because well over half of the annual domestic output in Maine is

produced during June through October, producers' inventories are usually
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at their highest level near the end of the calendar year and at their
low about the beginning of June, when the peak fishing and packing
season begins. It is the practice of the industry to service its
customers from inventories in the intervening months (December through
May) when canning activities, because of a lack of fish, are usually
at a low level. For the 1958-68 period, the following tabulation
shows the inventories in the hands of Maine producers on June 1 and

December 31, as reported by the U.S. Department of Commerce:

‘ Producers' inventories on--

Year

June 1 : Dec. 31

1,000 ; 1,000

cases : cases
1958 mmm e - 235 : 891
1959 —=—-—- -— —-— : 197 - 843
1960 —— 197 : 1,029
1961~—- - -: 215 : 1Y
1962————-: : : 99 1,092
1963-- — - —— -; 215 ; 1,063
196k ——- ———— — e . .25k 538
1965--—— - - , _— 198 : 520
1966————- : 208 : 355
1967~ -_— —— - 193 : 339
1968-—- - —_— - - - 222 765

Whereas yearend inventories of Maine sardines have shown wide
fluctuations during 1958-68, year-to-year changes in June inventories
have generally been of coésiderably lesser magnitude. Yearend inven-
tories ranged from a low of 144,000 cases in 1961 to a high of about
1.1 million cases in 1962, The large differences between annual year-

end inventories reflect chiefly variations in domestic production
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which in turn depends upon the availability of fish. Thus in 1961,
when the domestic output was at a record low, inventories at the énd
of the year similarly were at their lowest level. Conversely, yearend
inventories were at.a peak in 1962 when the domestic output was larger
than in ‘any other year during 1958-68. The ratio of yearend inventor-
ies to production in this period ranged from a low of 19 percent in
1961 to a high of 68 percent in 1963.

June inventories of Maine sardines during 1958-68 ranged from
99,000 cases in 1962 to 254,000 cases in 196L. Although such inven-
tories are affected to some extent by the domestic production of sar-
dines during January-May of the same year, the carryover from the
preceding year is the major determinate. Thus the record low in the
inventories of June 1962 followed the small pack and yearend inven-
tories of 1961; the high June inventories in 1963 foilowed the large

output and yearend inventories of 1962.
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U.S. Consumption

Annual U.S. consumption of sardines cannot be readily calculated
since the reported official data on imports and domestic production
are not strictly comparable and statistics on inventories are incom-
plete. 1/ For the discussion that follows, figures representing new
annual supplies (i.e., domestic production plus imports less exports)

are used to quantify trends in domestic consumption.

Volume and trend

In the decade 1959-68, the annual domestic consumption of sardines
ranged from about 59 million pounds (in 1959) to 102 million pounds
(in 1962). It averaged 78.3 million pounds during 1959-63 (table 11).
In the next 5-year period consumption rose with almost no interruption
from 67.1 million pounds in 196h to nearly 98 million pounds in 1968,
but the average level of consumption in this period was only 4 percent
higher than in the preceding 5 years.

The growth in the consumptioﬁ of sardines in the foregoing period,
equivalent to a compound rate of about 0.3 percent per annum, was sub-

stantially below the increase of population in the same period,. about

1/ Data on domestic output represent the net weight of the fish and
sauce contained in the cans. For imports, on the other hand, the
tariff schedule provides for the assessment of the duties on the
basis of "gross" weight, which includes the weight of the cans and
their contents. The weights of imports as reported for statistical
purposes, however, have not been uniform; for an unknown proportion of
the annual entries, the reported weight represents the labeled weights
of the cans, which excludes the weights of the immediate containers. '
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1.3 percent per annum. The difference‘between the increase of U.S.
sardine consumption and that of the population is reflected in the per
- capita consumption of sardines which declined from 0.6 pqunds in 1959
to 0.4 pounds in 1968. 1/
About ope—third of the total dom;stic sardine cénsumption during

1959-68 consisted of sardines not in oil. Annual consumption of such

sardines in this period ranged from l{h million pounds in 1959 to L40.5
million pounds in 1966. During 1964-68 annual consumpﬁion varied .
irrggularly but was substantiglly above the level of the preceding 5-
year period. It averaged 33.2 million pounds for the years 196L4-68,
or some 65 percent greater than the correspdnding average for 1959—63;
As distinct from sardines not in oil, annual consumption of sar-
dines in oil has greatly fluctuated during the past decade with no _
discernible trend. It ranged from 32.1 million pounds in 1964 to T5.k
million pounds in 1962. Although consumption increaséd ste#dily from |
32.1 million pounds in 1964 to 63.6 million pounds in 1968, the annual
average of 49.7 million pounds during 1964-68 was 14.5 percent lower

than that for the preceding 5-year period.

Ratio of imports to consumption

The proportion of consumption supplied by imports during 1959-68
has shown an upward trend. The ratio of imports to consumption in
this period ranged from a low of 34 perceﬁt in 1960 to a high of 66
percent in 196L4. It averaged L8 percent for the years 1959-63 and

increased to 64 percent for 196L4-68.

‘ 1/ U.S. Department of the Interior, U.S. Fish and Wildlife Servicé;
Fisheries of the United States, 1968, C.F.S. No. 5000, 1969, p. 63.
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The major share-of the increase in the proportion of domestie
consuﬁption supplied by imports is attributeble to sardines not in;"
oil. As the California ouiput of*canned;pilchards'declined, moreland
more of the demand for this type of sardine was supplied by 1mports.

~

Thus the ratio of imports to U. S cﬁnsumptlan of sardlnes not in 011

rose steadily from 33 percent in 1960 to B84 percent in 1963. ance'
then it has fluctuated within narrow llmlts between 82 percent ‘and 88
percent. About 84 percent of the domestlc consumption of sardlnes not
in oil during 196h-68 was,supplied from imports compared with 63 per-
cent during 1959-63.

| The ratio of imrorte to domestic consumption of sardines in oil
during 1959-68 fluctuateﬁ.inversely with the volume of domestic produc-
tion. It reached a peak of 64 percent in 1961 when the domestic oﬁt--.
put was at its lowest level and was at a low of 34 percent in 1960,
when domestic production was higher than in any other year dﬁring '
1959-68 except 1962. During the period 196L-68 about>h8 percenf of

the average annual domestlc consumptlon of sardines in oil was supplled

by imports compared with h2 percent during 1959—63
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U.S. Exports

Before 1961, exports of sardines were very large and consisted
almost entirely of sardiﬁes produced in California from pilchafds.
Since the virtual cessation of output in that State, U.S. éxports of
sardines have been negligible in relatién to U.S. production and im-
ports. In 1964-68, the expérts reported in official staﬁistics by the
U.S. Bureau of the Census ranged from lﬁh million pounds, valued at
$488,000, to 3.6 million pounds, valued at $1.2 million. In 1968
reported exports émounted to 3.9 million pounds, valued at $1.3 mil-
lion (table 12). |

Acédrding to these data, Canada was the iedding market in each.of
the years 1965-68. From information developed'duriﬁg the course of

~this investigation, however, it appears that the great bulk, if not
all, of shipments to Cahada have consisted of deliveries of Maine
sardines (chiefly from the Eastport area) to the Canadiﬁn‘Pacific Reil- |
way for warehousing and ultimate reshipment to markets in the United

States.
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U:.S. Imports

Annual U.S. imports of sardines have fluctuated greatly but have
shown an upward trend. During 1959-68 they increasea irregularly from
about 22.2 million pounds, valued at $8.4 million, to 58.9 million
pounds, valued at $18.8 million (table 13 and fig: 1 in appendix C). 1/
The.average annual imports in this peried of 44 million pounds, valued
at $13.6 million, were about 60 percent larger by both quantity and |

value than the corresponding average in the preceding decade.

Sardines not in oil

The growth of sardiﬁé'imporﬁs dgriﬁgfl959-68 refiecﬁg»aimééi‘ehe'
tirely a rise in imports of sardines not in oil (figuré.Q)‘ Suéh im=
~ports, which since l963fhavé:accouhted for more than half‘o£ thé4total,
increased from about-l'miiiién-ﬁouﬂﬁs, valued at $176,000 iﬁil959, to

a high of 34 million pounhds, valued at $5.5 million, in 1966. They
declined the following year but rose in 1968 to 30.4 million pounds,
valued at $5.6 million. At this level, imports‘of sardines not in
oil weré the largeét by value, though the second largest by quantity;v
In the period 1959-68 thé average annual imports--20.3 million pounds,
valued at $3.2 million,--were nearly three times higher in bofh quan-
‘tity and value than ﬁhe’corresponding‘aVérage in 19h9-58.

The bulk of the iﬁp;rts of sardines not in oil consist of pil:

chards, a type no longer produced in the United States in volume,

l/ For convenience, imports of skinned or boned sardines in oil,
valued over 23 but not over 30 cents per pound, are included in the
totals. Such imports, which are not covered by this investigation,
have been very small in all years.
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packed either in half ovals of 8 ounces each, or l-p<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>