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Introduction

This document aims to highlight a few prominent areas of the CURRA globalization subcomponent’s most recent work on investigating the policy efforts to address marketing and industry rationalization in the Newfoundland and Labrador fishery. Below we provide the latest data on industry performance, major markets, identified industry challenges and brief descriptions of three recent federal and provincial responses to those challenges: 1) the 2009 Memorandum of Understanding (MOU) process in NL; 2) the Saulnier decision, and 3) the Atlantic Lobster Sustainabiliy Measures (ALSM) program. This update accompanies our major project findings on demographic change, labour markets and the fishing industry in St. Anthony, Port au Choix and the Burnt Islands area, which are also attached. 

Industry Overview

In 2009, the Newfoundland and Labrador fishing industry employed nearly 10,705 people in 118 processing plants around the province and over 11,566 people in the harvesting sector. The total landed value of groundfish, pelagics, shellfish and seals was $420 million; the total production value was $827 million. The province’s major export markets (as a percent of total export value) are the United States (40.3), China (16.9), the United Kingdom (7.2), Japan (4.6), Denmark (4.3) and Russia (4.5); 21.9% of the total export value goes to other markets (Government of Newfoundland and Labrador, 2009). Our major export is snow crab. In fact, Canada supplies about two-thirds of the global demand for snow crab with this province as the dominant producer (Roche, 2008). 

Industry Challenges

A series of consultations and reports, along with the research carried out as part of the CURRA globalization subcomponent indicate that there are several key issues facing the industry. Overcapacity is a major obstacle. There are too many people in both the harvesting and processing sectors relative to resource availability. At the same time, the industry faces labour shortages. Young people are not interested in pursuing fishery-related work and the current workforce is aging. The industry is constantly exposed to volatility because of depleted stocks, weather, currency and market fluctuation, and the presence of tariffs. Globalization is a challenge. Processing can and does occur elsewhere at a lower cost; global aquaculture provides cheap, reliable and constant product supply to the global markets and is a competitor for domestic, wild fisheries. In Newfoundland and Labrador, this is particularly problematic for cold water shrimp sales. Currently, the industry has no coordinated marketing effort. This has been identified as a major obstacle to future prosperity and potential. Policy challenges continue to exist, especially policy that can properly address the structural challenges associated with overcapacity. Federal policy changes such as the capital gains exemption, enterprise combining, more flexible vehicle replacement, the buddy-up system and the Federal Government’s response to the Saulnier decision
, which increases the collateral value of licenses (interview material), have, to a certain extent, addressed overcapacity. However, our work indicates that more change is required.  
The most recent report of the globalization subproject explains aspects of these challenges and some of these responses in more detail, as does the Canada-Newfoundland and Labrador Fishing Industry Renewal (FIR) Discussion Paper. 

Current Responses: The Provincial MOU Process

As a continuation of the FIR process, which began in 2007, and following the shrimp crisis of 2009, the Government of Newfoundland and Labrador, the Association of Seafood Producers (ASP) and the Fish, Food and Allied Workers (FFAW/CAW) union signed a Memorandum of Understanding (MOU) to further address challenges in the industry. 

This MOU process led to an agreement between processors and harvesters on the price of shrimp in 2009 (which was central to the crisis), and to the development of four working groups to: 1) conduct a financial analysis of the industry; 2) develop a seafood marketing strategy; 3) develop a rationalization model for the harvesting sector and 4) to develop a rationalization model for the processing sector. These four working groups have since concluded their consultations and analyses. A report is currently in preparation by an independent MOU chair—Professor Tom Cliff (Memorial’s School of Business)—and is set to be released soon, although no definitive release date has been identified. The Federal Government was not an official member of the MOU process. However, representatives from DFO did sit on the working group committees in an ex-officio capacity. 

It is expected that the MOU process will identify similar issues as the FIR report, and the Roche Report on Seafood Marketing (2008). We expect that it will correspond with the findings of the globalization subcomponent. It remains to be seen how industry, government and the public at large will respond to the report findings. To date, processors have identified, for example, that they do not wish to engage a marketing council (Roche, 2008) and the Federal Government has suggested it is not interested in providing income assistance programs similar to that which followed the collapse of the cod fishery in the 1990s (Roberts, 2010), although they have established a program to address similar structural and organizational issues in the Atlantic lobster fishery. 

Atlantic Lobster Sustainability Measures--Brief

As part Canada’s Economic Action Plan, released in 2009, the Federal Government allocated $65 million ($15 million of which was dedicated to short-term transitional contributions for low income harvesters affected by the 2009 market collapse) for the Atlantic Lobster Sustainability Measures (ALSM) program. Under this program, commercial harvester groups in Nova Scotia, New Brunswick, Prince Edward Island, Newfoundland and Labrador and Quebec can seek project proposal funding to address the following areas: conservation and stewardship; harvester organization governance, and restructuring and rationalization. In particular, the program focuses on economic prosperity and sustainability through approved sustainability plans (to date, only two have been awarded in Quebec – totalling $3 million). Eligibility details and further information can be found at http://www.dfo-mpo.gc.ca/fm-gp/peches-fisheries/fish-ren-peche/lobster-homard/alsm-elig-adm-mdih-eng.htm.  
Major Findings – Globalization Subcomponent

Population

· The post-moratorium period is marked by dramatic declines of roughly 30 to 35 percent in each of our locations. It is possible that the declines are over or close to over as respondents in all areas noted that some younger people had recently returned and that more new houses were under construction than they could remember in the past.
· The population changes are due to a net outmigration flow and this movement is primarily composed of young people, some of whom may eventually return. 
· In all locations, the number of people in their fifties far exceeds the number aged 10 to 19. 
· The mobility of the work forces was high, especially in Burnt Islands, when compared with the province as a whole. 
 Employment and Income Issues
· St. Anthony was more prosperous, as might be expected from the greater diversity of its local economy. St. Anthony compares favourably with the province as a whole. Dependence on transfer payments was much higher in Port au Choix, likely reflecting higher EI use in this more fisheries-dependent community.
· Personal income data, when adjusted for inflation, are higher in 2006 and in some places never fell below the 1991 level. These figures do not mean that the communities were thriving, as the improvements in per capita income largely reflect the loss of economic opportunity and resulting outmigration.
Fisheries-related Labour Issues
General Observations
· At times there has been an excess supply of labour in the wake of falling demand, and more recently there is talk of a shortage of labour. Overall, low wages in processing and unstable incomes in harvesting do not make the industry attractive to young people. This lack of new entrants into the industry, particularly the processing sector, is a concern. Temporary foreign migrant labour has therefore been discussed as a potential solution to the plant labour shortage in particular. 
Local-global Circumstances
· Fishery-based employment in the three areas has declined, though data sources conflict somewhat on the extent and pattern. Decline in employment was precipitated by changes on the demand side of the labour market, caused by resource collapse (cod), changes in regulations (licensing, quotas) and changes in species (shrimp vs. cod). 
· The downward shift in labour demand has been accommodated partly by decreased employment and partly by falling earnings. 
· The remaining harvesters are looking for ways to offset the falling earnings.
· Focus on the demand side (markets)

· Professionalization and rationalization.

· It is not a labour shortage per se, but a shortage of enterprise earnings, that drives the desire to economize on labour. 
· Low earnings and restricted entry have meant few young people have joined family fishing enterprises. “Self-rationalization’ – i.e. privately funded consolidation – will not be adequate to address the long-term renewal of the harvesting labour force. 
· Seniority rules in plants have limited the opportunities for new entrants since the moratorium, leading to an aging work force. The supply of people willing to work in the plants has declined. 
Fish Production and Marketing Chains

General Observations
· Overall, global fish consumption is increasing, the global industry is becoming increasingly concentrated and competition from global aquaculture production is rising. 

· Because Newfoundland and Labrador offers a unique and superior shrimp product, has a growing aquaculture industry, has a strong market relationship with the United States and the United Kingdom, there is hope. In some cases, there has been success accessing new markets. New markets for old and new species are however, difficult to enter without previously established links, adequate development investment, and coordinated marketing strategies. The strong Canadian dollar makes it even more difficult for local producers to succeed. 

Local-global Circumstances
· Shrimp are central to the industry on the GNP. 
· From the plant to market is a multi-dimensional process that involves arrangements with transporters and sometimes storage companies. The processors typically try to establish on-going contractual arrangements with large buyers. Trust is usually important in such relationships and is often maintained through more personal informal links.
· Plant managers and the marketing managers of the largest companies typically work closely in establishing and maintaining contracts with suppliers. They do not use brokers. Smaller companies may use a marketer such as Sirena Canada. Both the Association of Seafood Producers and the DFA help connect suppliers to markets, and in some cases, DFA has funded companies to attend trade shows and look into new market opportunities. 
· Shrimp producers have also experienced pressure from the retailers in Europe to ensure that they follow ecologically sound management practices. Retailers drive the certification demands, on behalf of consumers. Indeed, the shrimp industry is the first in Canada to receive certification from the Marine Stewardship Council. General consensus is that certification is here to stay and will be extended to other species. While it has permitted access to markets, it has not necessarily meant increased price for product. 
· Getting the shrimp to market is a complex process that requires co-ordination with land and sea transporters. This opens various opportunities for smaller businesses. 
· Cold water shrimp faces particular difficulties in the marketplace because it is in direct competition with the larger warm water species available through aquaculture. 
· Lobsters are vital to the inshore fishers of most of the GNP coast except the northern tip. In Burnt Islands and the broader southwest coast, inshore fishers often combine spring lobster with hook and line cod in summer. Most lobster landed in Port au Choix is destined for Boston, via Deer Island in New Brunswick, with some moving from Boston to Europe. Smaller amounts are sold directly to Sobeys and Dominion, the largest food retailers in the region. Transportation costs and the need to compete with established brokers prohibits direct sales to Europe. 
· Competition from China may be a major issue should groundfish resources revive to the point where they permit expanded production.
· Inshore fishers often have difficulty finding a buyer for fish that is available to them, e.g., mackerel.
· Some informants feel unreasonably constrained by processing and marketing regulations.
· Seasonality of the industry is problematic. The timing of the season does not always mean the best quality product, and therefore the best price, in the market. 
· The prices for some species are set before they actually know what will happen in the market (i.e. things can change), although these prices are negotiated based upon the most up-to-date market information and projections. 
Migration, Labour and Education: The Alberta Factor

· The people in older age groups who were going to leave had already left by the time of our research. 

· The age of the worker influences the choice to either stay, leave or assume some other strategy for survival, including working away but maintaining a residence in the community. 
· Youth outmigration was seen as normal in the sites. Young people continue to leave to attend university, some leave to pursue employment and, because of local post-secondary education opportunities (in St. Anthony and Port aux Basques in particular), leaving is often delayed while training occurs. 
· While all areas had experienced out-migration, some return migration was observed.
· The Alberta factor has played a role in pulling trades people and young people away. This has meant a labour shortage in some key trades areas and the service sector. 
· A local labour market in the professional and semi-professional sectors is opening up as a result of retirement waves. 
 Efforts at diversification and stabilizing population

· In each area, those involved in education and training are training people for both local opportunities and jobs away.  
· In general, all areas were looking more to tourism but were facing increasing problems attracting labour to that sector.  The exception is in Port aux Basques, where hotel jobs are seen as a training ground for higher-paying secure jobs with Marine Atlantic.
· In all communities there is also a trend toward long-distance commuting, where the family remains based in the community. This means the money is earned away and then injected into the local economy. 
· Another issue facing communities is the challenge of maintaining services with declining (and aging) populations.  We note differences by area.
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