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ABSTRACT

Management of species in the South Atlantic U.S. and Gulf of Mexico U.S.
reef fish complexes has increased in recent years. The impacts of management,
of course, extend beyond the dockside level. In particular, the processing sector
must adjust to regulatory measures imposed at the harvesting level. These
regulatory measures have been implemented with little consideration of the
processing sector or impacts thereon.

This paper provides an economic analysis of the Southeast reef fish
processing industry and is based upon National Marine Fisheries Service
detailed processing records. The analysis, presented for the Southeast in
aggregate and individually for the South Atlantic and Gulf Regions, focuses
primarily on (1) aggregate reef fish processing activities, (2} grouper processing
activities, and (3) red snapper processing activities.

Overall, resuits presented from this analysis can be incorporated into the
fishery management framework. Such action will result in more informed
management decision.
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INTRODUCTION

Commercial landings of edible finfish in the Southeast United States
{defined as the coastal states of North Carolina through Texas) were valued in
excess of $150 million dockside in 1990. More than a third of the total value
was derived from species comprising what is referred to as the snapper-grouper
complex. Classes of fish in this complex include the following farmilies:
snappers {Lutjanidag), temperate basses (Percichthyidae), sea basses
(Serranidae), groupers (Serranidae), porgies (Sparidae), grunts (Haemulidae),
spadefishes (Ephipidae), tilefishes (Malacanthidae), triggerfishes (Balistidae),
wrasses (Labridae), and jacks (Carangidae).

Management of species in the snapper-grouper complex is increasing,
particularly with respect to the commercial fishing industry, and has evolved
with little consideration to potential impacts on the processing sector. To some
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degree, the lack of consideration reflects the limited formal research conducted
in this area. Furthermore, the information which is available, e.g., Prochaska and
Keithly (1985) and University of Florida Sea Grant College (1981), is outdated
and may no longer reflect current activities.

The purpose of this paper is to add to the body of research cited above by
providing an economic analysis of the Southeast snapper-grouper complex
processing industry. The analysis, which covers the 1973-90 period, is based on
end-of-the-year processor responses to the annual National Marine Fisheries
Service processor/wholesaler survey.

To assess processing activities, the paper begins by reviewing aggregate
snapper- grouper complex landings and processing activities for the Southeast in
total and separately for the South Atlantic Region (defined as the coastal states
extending from North Carolina through the east coast of Florida) and Gulf
Region (defined as the coastal states from the west coast of Florida through
Texas). Together, these two regions comprise the Southeast. Then, attention is
given to two key species - groupers and red snapper. These two species were
chosen for separate analyses because (1) grouper processing activities are large
relative to other species included in the snapper-grouper complex and (2} red
snapper is currently of particular interest to the Gulf of Mexico Fishery
Management Council and is the subject of substantial commercial fishing
restrictions.

AGGREGATE ACTIVITIES
Aggregate Landings

Reported annual Southeast commercial landings of species in the
snapper-grouper complex (hereafter referred to as reef fish) for the 1973-90
period are presented in Table 1 in three-year intervals. As indicated, landings
have generally trended upwards with the 44.8 million pounds reported annually
in 1988-90 exceeding the 1973-75 average annual landings of 26.4 million
pounds by 70%. Low production occurred in 1976-78 when annual landings
averaged 23.8 million pounds.

The current value of reported Southeast reef fish landings advanced from
about $11 million anoually in 1973-75 to almost $57 million annually in
1988-90 (Table 1). Much of this growth, however, was inflationary based. After
adjusting for inflation (the 1990 Consumer Price Index was used as a base), the
value of Southeast reef fish landings approximately doubled between 1973-75
and 1988-90, from an annual average of $29.2 million to an annual average of
$59.6 million. Overall, the deflated value of Southeast reef fish landings
increased consistently throughout the 18-year period of analysis when examined
in three-year intervals, though the increase of less than $1.0 million during the
most recent interval was minimal when compared to other interval increases.
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Table 1. Reported Southeast Commercial Reeffish Landings, 1973-90.

VALUE
Time Period Pounds Landed Current Deflated® Deflated Price
1,000s $1,0008 $1b
1973-75 avg. 26,391 11,022 28,177 1.11
1976-78 avg. 23,773 15,637 33,301 1.40
1979-81 avg. 30,504 30,567 48,247 1.58
1982-84 avg. 37,708 40,635 53,128 1.41
1985-87 avg. 37,198 49,572 58,726 1.58
1988-90 avg. 44,775 56,621 59,573 1.33
AVERAGE 33,386 34,000 47,025 1.41

£ The 1990 Consumer Price Index was used fo deflate value and price. Source:
Unpublished data provided by the National Marine Fisheries Service, Southeast
Fisheries Center, Research Management Division.

The deflated Southeast reef fish dockside price, exhibited little, if any,
upward trend during the 18-year study period when examined in three-year
intervals (Table 1). Average annual deflated price of $1.33 per pound in 1988-90
exceeded the 1973-75 average annual deflated price of $1.11 per pound by 20%
but was well below the reported deflated price during any other interval of
analysis. A peak deflated price of $1.58 per pound occurred during both the
1979-81 and 1985-87 periods.

The sharp decline in the deflated Southeast reef fish dockside price during
the most recent interval could reflect any number of factors including, but not
limited to: (1) a change in composition of landed species within the
snapper-grouper complex, (2) an increase in substitute products that compete
with Southeast reef fish landings, particularly imports, or (3) a change in
domestic supply. As indicated in Table 1, domestic supply increased by 7.6
million pounds during the most recent three-year interval which, ceteris paribus,
would be expected to result in a reduction in price. Inferences regarding the
possible impacts of the other two factors are alluded to throughout the paper.

Selected statistics related to reported reef fish landings in the South Atlantic
and Gulf Regions of the United States are presented in Table 2. In the South
Atlantic, reported landings averaged about 8.8 million pounds annually during
1973-90. In general, production in this region tended to increase throughout the
1973-90 period, when examined in three-year intervals, with the exception of a
moderate decline in 1985-87. The 1988-90 average annual landings of 12.4
million pounds exceeded the 4.3 million pounds reported during the initial
interval by about 190%. An increase in annual landings was particularly
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apparent in 1979- 81, when average annual landings of 9.8 million pounds
exceeded the 5.6 million pounds reported during the previous interval of
analysis by 75%.

In the Gulf Region, reported reef fish landings averaged 24.6 million
pounds annually during the 18-year period ending in 1990 (Table 2). After
declining from an average of 22.1 million pounds annually in 1973-75 to 18.2
million pounds annuaily in 1976-78, landings advanced strongly and ended the
study period at 32.4 miliion pounds annually in 1988-90. Overall, the 1988-90
average annual landings in the Gulf Region exceeded the 1973-75 comparable
figure by 47% which, while sizable, was substantially less than the percentage
growth reported in the South Atlantic. However, average annual production in
the Gulf Region during the study period exceeded that reported in the South
Atlantic by a factor of almost three and was 160% larger than that reported in
the South Atlantic during the most recent three-year period of analysis.

The deflated value of reported reef fish landings in the South Atlantic
advanced from $5.2 million annually in 1973-75 to $16.9 million in 1988-90.
For the same period in the Gulf Region, the deflated value advanced from $24.0
million annually to $42.6 million annually. As indicated by the information in
Table 2, the deflated price in the South Atlantic exceeded that of the Galf
Region by $0.12 per pound during the initial interval of analysis. Through time,
however, the Gulf Region deflated price advanced relative to that reported in the
South Atlantic, and by 1979-81 the deflated Gulf Region reef fish price
exceeded that reported in the South Atlantic by $0.56 per pound. This peak price
differential coincided with the high observed price of $1.76 per pound in the
Gulf Region. The Gulf Region deflated price has fallen sharply since 1979-81,
particularly in the most recent interval of analysis. No such price reduction was
evident in the South Atlantic. As such, the price differential declined sharply
after 1979-81 and the South Atlantic deflated price, in fact, exceeded that
reported in the Gulf Region by $0.05 per pound in 1988-90. Furthermore, a
comparison of the information in Tables 1 and 2 indicates that the sharp decline
in the Southeast deflated reef fish price during the most recent three-year period
of analysis was Guif Region based.

AGGREGATE PROCESSING ACTIVITIES

Number of Firms and Quantity

The number of Southeast U.S. firms engaged in reef fish processing
activities increased during the 1973-90 period (Table 3). The 58 firms
processing reef fish , on average, during 1988-90, for example, represented a
76% increase over the 33 firms reported annuaily in 1982-84 and more than a
250% increase over the 16 firms reported annually in 1973-75. Overall, growth
in the oumber of firms was evident during each interval of analysis and was
particularly apparent in 1988-90 with a reported net increase of 22 firms.
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While 16 firms were engaged in reef fish processing activities in the
Southeast U.S., on average, during the 1973-75 period, a total of 25 unique firms
were reported by the National Marine Fisheries Service for the period. For other
three-year periods of analysis the numbers were: 27 firms in 1976-78, 47 firms
in 1979-81, 43 firms in 1982-84, 54 firms in 1985-87, and 70 firms in 1988-90.
These numbers indicate far more entry and exit in the Southeast reef fish
processing industry than is indicated by examination of the three-year average
number of firms. In four of the six intervals, in fact, the unigue number of firms
exceeded the interval average by 50% or more.

The quantity processed, as provided in Table 3, is reported on both a
product-weight basis and an estimated live-weight equivalent basis. (See Keithly
et al., 1993, for a list of all conversion factors used to convert product weight to
an estimated live-weight equivalent basis.) As indicated, the processed quantity,
expressed on either a product weight or equivalent-live-weight basis, increased
steadily during the period of analysis, when examined in three-year intervals,
with the exception of a relatively sharp decline in 1976-78. Referring to Tabie 1,
Southeast reef fish landings also declined sharply in that interval. Overall,
pounds processed, expressed on a product weight basis, advanced from an
average of 1.1 million pounds annually in 1973-75 to 4.0 million pounds in
1988-90, or by 275%. On an estimated live-weight equivalent basis, the increase
was 340%, from 2.5 million pounds to 11.1 million pounds. Pounds processed
(live-weight equivalent basis) as a proportion of Southeast reef fish landings
increased from 9.6% in 1973-75 to 19.6% in 1988- 90 and peaked at 21.5% in
1985-87. Whether this increase reflects increased utilization of domestic
landings in processing activities or increased import usage cannot be definitively
answered based on the NMFS processing data, because the source of raw
material supply is not addressed in the annual survey.

The current value of Southeast reef fish processing activities advanced from
an average of $1.5 million annually in 1973-75 to $17.6 million annuaily in
1988-90 (Table 3). When adjusted for inflation, the value increased by a factor
of 4.9, from $3.8 million annually to $18.5 million annually. The deflated
processed price, while fluctuating widely on an interval basis, tended to reflect
changes in the dockside price (see Table 1). For example, the peak deflated
dockside price of $1.58 per pound in the 1979-81 and 1985-87 periods coincided
with peak processed prices of $1.95 per pound and $1.94 per pound (live-weight
equivalent basis) while the low dockside price of $1.11 per pound in 1973-75
coincided with the observed minimum deflated processed price of $1.50 per
pound (live-weight equivalent basis}.

Of the 16 firms processing reef fish in the Southeast during 1973-75, five
(31%) were located in the South Atlantic Region (Table 4). The remaining 11
firms (69%) were Gulf Region based. The South Atlantic share peaked in
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1979-81 at 52% and since ther has fallen in the more narrow range of 36% to
42%. The low end of this range occurred in the most recent three-year period of
analysis.

As was the case for the Southeast in total, the unique numbers of reef fish
processing firms by region during each interval of analysis often tended to
exceed the three-year average numbers by wide margins. In the South Atlantic,
the unique numbers of firms reported during each three-year period are as
follows: 7 firms in 1973-75, 6 firms in 1976-78, 25 firms in 1979-81, 20 firms in
1982-84, 27 firms in 1985-87, and 22 firms in 1988-90. Comparable figures for
the Gulf Region are as follows: 18 firms in 1973-75, 21 firms in 1976-78, 22
firms in 1979-81, 23 firms in 1982-84, 27 firms in 1985-87, and 48 firms in
1988-90. In general, the growth in number of firms in the Gulf Region appears
to have brought with it some stability. During the first three three-year periods
of analysis, for example, the ratio of unique number of firms to average number
of firms ranged from 59% to 64%. In each of the most recent three three-year
intervals, however, the ratio has fallen in the narrow range of 28%-30%. While
such a relationship was not as evident in the South Atiantic, it is noteworthy that
the 22 unique firms reported in 1988-90 exceeded the three- year average by
only one.

Processed poundage in the South Atlantic Region, evaluated on a product
weight basis, advanced from an average of 636 thousand pounds anaually in
1973-75 to 1.6 million pounds anpually in 1988-90 (Table 4). In the Gulf
Region, the increase was from 430 thousand pounds annually to 2.4 million
pounds annually. In 1973-75, the South Atlantic Region contributed an average
of 60% of the total Southeast reef fish processing activities in terms of poundage
(product weight). By 1988-90, its contribution had fallen to 40%. Rapid
expansion in processed poundage was evident in both Regions beginning in the
1982-84 period.

With the exception of the 1976-81 period, when reef fish processing
activities in the Region were abnormally low, the processed poundage
(live-weight equivalent basis) in the South Atlantic ranged from 30.5%
(1982-84) to 38.2% (1985-87) of pounds landed. For the 18-year period, the
average was 29.0%. In the Gulf Region, reef fish processing activities in relation
to pounds landed increased steadily during the period of analysis. In 1973-75,
for exarnple, pounds processed in the Region averaged 5.3% of pounds landed,
i.e., 1.2 million pounds versus 22.1 million pounds. By 1982-84, the ratio had
increased to 9.8% and in 1988-90, it equalied 20.2%. For the 18-year period
ending in 1990, the ratio of processed poundage to pounds landed in the Gulf
Region averaged 11.6%.

Examined on a defiated basis, the value of South Atlantic reef fish
processing activities quadrupled during the period of analysis, from $2.2 miltion
annually in 1973-75 to $9.0 miilion annually in 1988-90. In the Gulf Region, the
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increase was sixfold, from $1.6 million to $9.5 million. The deflated per pound
processed price in the South Atlantic consistently exceeded that observed for the
Gulf Region, whether examined on a product weight or live-weight basis. This is
in contrast to the deflated dockside prices which were often higher in the Gulf
Region. The higher priced processed products in the South Atiantic may reflect
the use of higher valued species, more value-added processing activities, or
some combination.

Industry Productivity

Productivity in the reef fish processing industry was examined on the basis
of production per firm. In the Southeast, processed reef fish production per firm
averaged 62.4 thousand pounds (product weight) annuaily during the 18-year
period of analysis (Table 5). Production per firm peaked at about 80 thousand
pounds in 1985-87 before falling almost 15% to 68.4 thousand pounds during
the most recent interval of analysis. This decline came despite substantiaily
higher total Southeast reef fish processed poundage (see Table 3). The observed
decline in per finm productivity was associated with an increase in firm numbers
from an average of 36 annually in 1985-87 to 58 annually in 1988-90. This
suggests that there may have been insufficient raw material supplies needed to
maintain the high firm output observed in 1985-87. Alternately, the entrants in
the most recent interval of analysis may have had lower reef fish processing
activities than their more established counterparts, hence, bringing down the
industry average.

As with poundage, the per firm defiated value of reef fish processing
activities peaked in 1985-87, at an annual average of $434 thousand (Table 5).
The 1988-90 per firm deflated value of $317 thousand reflected a decline in
processed poundage per firm as well as the sharp decline in the per pound
processed price (see Table 3).

In general, per firm reef fish processing activities in the South Atlantic
exceeded those in the Gulf Region, particularly when evaluated on the basis of
value (Table 5). Over the entire period of analysis, processed poundage per firm
in the South Atlantic averaged 76.2 thousand per year compared to 54.8
thousand in the Gulf Region, a difference of 39%. By value, the difference
between regions was almost 75%. The observed differential between poundage
and value reflects the substantially higher price received for the South Atlantic

processed poundage (see Table 4).

Gross Marketing Margins

For purposes of this study, the gross marketing margin is defined as the
difference between the price the processor receives for the processed product
and the price he pays for an equivalent unit of product. The price the Southeast
processor received for the processed product, converted to a live-weight basis, is
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given in Table 3. Assuming the dockside price adequately reflects the price paid
by the processor for an equivalent unit of raw product (the validity of this
assumption, of course, depends upon the degree to which imports are used in
processing and the relative import price to domestic price), the gross marketing
margin for Southeast reef fish processing activities can be estimated by
subtracting the processed price, expressed on a live-weight equivalent basis,
from the dockside price (Table 1). Similarly, estimated gross marketing margins
for the South Atlantic and Gulf Regions can be estimated by subtracting the
relevant dockside price information in Table 2 from the corresponding
live-weight equivalent processed price in Table 4. The estimated margins for the
Southeast and each region are presented in Table 6.

The gross marketing margin for the Southeast, as indicated, consistently
averaged from $0.36 to $0.43 per live-weight pound of reef fish (deflated basis)
when examined in three-year intervals, except during 1988-90 when it fell to
$0.33 per live-weight pound. When converted to a product-weight basis (based
upon the ratio of product weight to live weight in Table 3) the gross marketing
margin ranged from a low of $0.93 (deflated) per product weight pound in
1988-90 to a high of $1.19 per product weight pound in 1976-78. It is
noteworthy that the high gross marketing margin was received during a tite
period when processed supply was abnormally low and that the low gross
marketing margin was received at the time period when processed supply was at
an all time high.

A comparison of estimated gross marketing margins between the South
Atlantic and Gulf Regions indicates considerably higher margins in the South
Atlantic. While the information provided in this paper does not lend itself to
determining the reason for this large differemtial, the answer may reflect
additional value-added services provided by the South Atlantic reef fish
processors. Additional analysis of reef fish processing activities by product
form, however, would be required to definitively address this issue.

Reef Fish Processing Activities in Relation to Total Finfish Processing
Activities

Reef fish , of course, comprise only one of many types of finfish processed
in the Southeast United States. Other species (groups), including coastal
migratory pelagics, flounders, sharks, and mullet, are also processed in large
quantities.

As indicated in Table 7, an average of 28.2% of the Southeast edible finfish
processing firms were engaged in reef fish processing activities on an annual
basis over the 1973-90 period. In general, the proportion increased steadily
throughout the 18-year study period when examined in three-year intervals and
equalled 36.7% in 1988-90 compared to only 22.5% in 1973-75.

Though more than a quarter of the Southeast edible finfish processing firms
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Tabie 6. Estimated Gross Marketing Margins in the Southeast and South Atiantic
and Gulf of Mexico Reeffish Processing Industries®,1973-90.

SOUTHEAST SOUTH ATLANTIC GULF
TimePeriod  Current Deflated® Cument Deflated Current Deflated
$ b $b
1873-75avg. 0.16 0.39 .17 0.44 0.1 0.25
1976-78 avg. 019 043 0.24 0.53 0.17 0.38
1979-81 avg. 0.25 0.37 0.58 0.88 0.02 .01

1982-84 avg.  0.29 0.39 0.55 0.72 0.12 0.16
1985-87 avg.  0.31 0.36 0.63 0.73 0.14 0.16
1988-90 avg.  0.32 0.33 0.59 0.61 0.1 0.12

2 Estimated gross marketing margins were derived by subtracting the dockside
price from the corresponding processed price (equivalent live-weight basis).
b Estimated margins were defiated based on the 1990 Consumer Price index.

were engaged in reef fish processing activities on an annual basis during
1973-90, only 5.1% of the total edible finfish processing activities, evaluated on
a product-weight basis, were reef fish oriented. The proportion ranged from a
low of 2.6% in 1976-78 to a high of 10.0% during the most recent interval of
analysis. Evaluated on the basis of value, Southeast reef fish processing
activities during 1973-90 averaged 10.6% of total edible finfish processing
activities and, when examined in three-year intervals, ranged from a low of
5.5% annuzlly in 1976-78 to a hkigh of 16.3% in 1988-90. The differential in
value and poundage ratios reflects the higher prices received for the processed
reef fish products.

As noted, the 16 firms engaged in reef fish processing activities in 1973-75
represented 22.5% of the total finfish (edible) processing firms in the Southeast.
However, processed reef fish represented only 7.4% of total processed finfish
(edible) sales by value. This does not imply that reef fish processing firms are
small relative to other finfish processors since reef fish processors can, and do,
process other species of finfish. In 1973- 75, for instance, total processed finfish
sales among Southeast reef fish processors averaged $6.25 million (deflated)
annually, or about 12% of the total edible finfish sales among all finfish
processors. Total deflated processed finfish sales among Southeast reef fish
processors in other intervals of analysis are as follows: $7.1 million annually in
1976-78 (12.2% of total Southeast processed finfish sales), $13.9 million
annually in 1979-81 (16.6%), $22.2 million annually in 1982-84 (20.7%), $30.5
million annually in 1985-87 (23.8%), and $43.6 million annually in 1988-90
(38.5%). This information indicates total processed finfish sales among
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Southeast reef fish processors were approximately equal to other Southeast
finfish processing firms by the 1988-90 period.

South Atlantic and Gulf of Mexico reef fish processing activities in relation
to their respective total edible seafood processing activities are presented in
Table 8. The Gulf Region, as indicated, tended to rely more heavily on reef fish
in relation to total edible finfish processing activities. For example, 35% of the
Gulf Region finfish processing firms utilized reef fish in their processing
activities during 1973-9G compared to 21.4% of the South Atlantic firms.
Furthermore, reef fish comprised 8.5% of the 1973-90 finfish processing
activities in the Gulf Region by poundage compared to only 3.5% in the South
Atlantic Region. By value, the reef fish processing activities comprised 15.4%
of total finfish processing activities in the Gulf Region compared to 8.2% in the
South Atlantic Region.

Total deflated processed finfish sales among South Atlantic reef fish
processors for each interval of analysis were as follows: $4.3 million annually in
1973-75 (11.2% of total edible South Atlantic processed finfish sales), $3.3
million annually in 1976-78 (8.1%), $7.4 million annually in 1979-81 (12.4%),
$15.0 million annually in 1982-84 (20.5%), $18.4 million annually in 1985-87
(22.5%), and $28.8 million annually in 1988-90 (41.9%). Comparable numbers
for the Gulf Region were: $1.9 million annually in 1973-75 (14.95%), $3.8
million annually in 1976-78 (22.3%), $6.5 million annually in 1979-81 (27.5%),
$7.1 million annually in 1982-84 (21.2%), $12.0 million annually in 1985-87
(26.1%), and $14.6 million annually in 1988-90 (32.8%). In general, these
numbers indicate that as the proportion of reef fish firtas in each region
increased, so did the proportion of their total processed finfish sales.

INDIVIDUAL SPECIES ACTIVITIES
As noted in the Introduction, analysis was also conducted on two key
species. These were grouper and red snapper. Significant findings are presented
in this section,

Groupers

Reported Southeast commercial grouper landings for the 1973-9%0 periods
are presented in Table 9. Pounds harvested increased from an average of 7.6
million pounds annually in 1973-75 to 14.7 million pounds annually in 1985-87,
before declining moderately to 13.5 million pounds annually in 1988-90.
Overall, the 13.5 million pounds harvested annually in 1988-90 reflected about a
75% increase over the 7.6 million pounds harvested annually in 1973-75.

The deflated value of Southeast grouper landings in 1988-90, averaging $25
million annually, exceeded the average annual deflated value of $6.9 million in
1973-75 by more than 260%. The sharp risc in deflated value relative to pounds
landed reflected a significant increase in the per pound deflated price which
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Table 9. Reported Southeast Commercial Grouper Landings, 1973-90.

VALUE

Time Period Pounds Landed Current Deflated® Defiated Price

1,0008 $1,0008 $1b
1973-75 avg. 7,646 2,611 6,850 0.90
1976-78 avy. 7.656 4,356 9,302 122
1979-81 avg. 10,526 9,599 15,076 143
1982-84 avg. 13,687 15,742 20,5687 1.50
1985-87 avg. 14,676 23,424 27,413 1.87
1988-80 avg. 13,518 23,855 25,098 1.86
AVERAGE 11,285 14,199 18,413 1.63

4 The 1990 Consumer Price index was used 1o deflate value and price. Source:
Compiled from unpublished data provided by the National Marine Figheries
Service, Southeast Fisheries Center, Ressarch Management Division.

averaged $1.86 per pound in 1988-90 compared to only $0.90 per pound in
1973-75.

As suggested by the information in Table 10, the Guif Region dominates
Southeast grouper landings. On average. pounds landed in the Gulf Region
during the 18-year period of apalysis equalled 9.3 million annually compared to
only 2.0 million in the South Atlantic Region. The deflated price in the South
Atlantic, in general, exceeded that reported for the Gulf Region by about $0.10
to $0.15 per pound with the exception of the 1979-84 period.

Selected statistics on Southeast U.S. grouper processing activities are
presented for the 1973-90 period in Table 11. As indicated, the aumber of firms
advanced from an average of 13 annually in 1973-75 to 45 annually in 1988-90.
The 1979-81 and 1988-90 periods both exhibited pronounced increases in firm
numbers.

A comparison of firm numbers in Table 11 with those in Table 3 indicates
that the vast majority of Southeast reef fish processing firms were engaged in
grouper processing activities during the period of amalysis. In 1973-75, for
instance, the proportion was 81% (13 of 16) and for the entire 18-year study
period the proportion was also 81% (25 of 31).

Southeast grouper processing activities, expressed on a product weight
basis, advanced from an average of about 700 thousand pounds annually in
1973-7 to 2.2 million pounds annually in 1988-90. Examined on a
product-weight basis, Southeast grouper processing activities generally
represented from 55% to 65% of the total Southeast reef fish processing
activities.
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On a deflated basis, the value of Southeast grouper processing activities
increased from $1.9 million annually in 1973-75 to $10.9 million annually in
1988-90. In 1973-75, grouper represented 49% of the total value of Southeast
reef fish processing activities. By 1988-90, its relative share had increased to
almost 60%. Much of the increased processed grouper share by value reflects a
high processed grouper price during the most recent two intervals of analysis
vis-a-vis the processed reef fish price in aggregate.

Southeast processed grouper pounds (live-weight equivalent basis) as a
proportion of Southeast grouper landings averaged 18.1% in 1973-75. After a
pronounced decline to 10.8% in the next interval, the proportion increased
steadily during each of the remaining periods of analysis, ending at 42.8% in
1988-90. This increase could represent (a) increased domestic product utilization
in processing activities, (b) increased import usage in Southeast processing
activities, or (c) some amalgamation of increased domestic product usage and
increased import usage,

The gross marketing margin for Southeast grouper processing activities,
defined as the processed per pound price expressed on a live-weight equivalent
basis (Table 11) less the per pound dockside price (Table 9), averaged $0.22 per
whole weight pound (deflated) during the 18-year pericd of study. Converted to
a product-weight basis, the deflated gross margin averaged $0.56 per pound.
Examined in three-year intervals, the deflated gross marketing margin never fell
below $0.45 per pound during the first three intervals of analysis yet mever
exceeded $0.23 per pound during the most recent three intervals. And, it equaled
only $0.03 in 1988-90. The declining gross margin in recent years could reflect
increased competition brought forth by the expansion in firm numbers and
product output. Alternately, it may reflect use of a less expensive imported
product in which case, the use of dockside price to estimate the gross margin
would be inappropriate. As noted, the NMFS processor survey data does not
permit one to differentiate domestic versus imported product usage in processing
activities,

Grouper processing activities in the South Atlantic and Gulf Region are
presented in Table 12. A few salient features include the following. First,
processed poundage (live- weight equivalent basis) in the South Atlantic as a
percentage of the region’s landings was historically much higher than that
observed for the Guif Region, 56.7% during the 18-year period of analysis
versus 18.4%. Second, the deflated processed grouper price in the South Atlantic
has been significantly higher than that reported for the Guif Region since
1979-81. Finaily, both regions have shown a large increase in firm numbers
during the 18-year period of analysis.

While discussion has been given to the potential use of imported grouper in
Southeast processing activities, no evidence has yet been provided that
significant quantities of imported grouper enter the U.S. The U.S. Department of
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Commerce did not initiate collection of grouper import data until July of 1990.
For the six months ending in December 1990, imports of whole grouper

Table 13. Reported Southeast Commercial Red Snapper Landings,1973-90.

VALUE
Time Period Pounds Landed Current Deflated® Deflated Price
1,000s $1,000s S
1973-75 avg. 8,697 5898 15,653 1.80
1976-78 avg. 6,329 6,348 13,668 216
1979-81 avg. 5,386 8514 13,511 2.51
1982-84 avg. 6,410 11,488 15,014 2.34
1985-87 avg. 4,079 8,577 10,180 2.50
1988-80 avg. 3,493 8,347 8,850 2.53
AVERAGE 5,732 8,195 12,813 224

® The 1890 Consumer Price Index was used to deflate value and price.
Source: Unpublished data provided by the National Marine Fisheries Service,
Southeast Fisheries Center, Research Management Division.

equalled 4.2 million pounds to the U. S., suggesting more than adequate raw
material import supply for domestic processing,
Red Snapper

Reported Southeast commercial red snapper landings for the 1973-90 period
are presented in Table 13. Red snapper processing activities for the Southeast
are presented in Table 14. As indicated, landings have generally declined
throughout the 18-year study period when examined in three-year intervals with
the exception of a moderate increase during the 1982-84 period. The number of
Southeast firms processing red snapper was relatively small, averaging 13
annually during the 18-year study period.

Pounds processed, evaluated on a live-weight equivalent basis, averaged 1.2
million annually during the study period and, when examined in intervals,
ranged from a jow of about 800 thousand annually in 1976-78 1o a high of 2.2
million annually in 1982-84. In general, the pounds processed (live-weight
equivalent basis) as a proportion of pounds landed increased substantially
beginning in the 1982-84 period and averaged 25% or more during each of the
most recent three intervals, Before 1982-84, pounds processed as a proportion of
pounds landed never exceeded 15% in any interval of analysis.

Interestingly, the estimated gross marketing margin of Southeast red
snapper processing activities, expressed on a per pound basis, was consistently
pegative during the period of study, except during the first interval of analysis.
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One probable explanation for this finding is that processing occurs only when
landings are high and the corresponding dockside price is low. Alternately, it is
likely that the larger red snapper are processed while the smaller cnes are used
in restaurant trade. To the extent that larper red snapper receive a lower per
pound price at dockside, the estimated marketing margins will be misieading.

Reported South Atlantic and Gulf Region red snapper landings for 1973-90
are provided in Table 15. Corresponding processing activities, by region, are
presented in Table 16. As indicated, red snapper processing activities in the
South Atlantic have historically been significantly higher than those reported in
the Guif Region, despite the fact that South Atlantic red snapper landings are
generally less than 10% of those reported in the Gulf Region. Furthermore, the
South Atlantic deflated processed red snapper price consistently exceeded that
reported in the Gulf Region by a wide margin. This was also the case with
respect to dockside price.

Overall, South Atlantic red snapper processing activities, evaluated on a
live-weight equivalent basis, have consistently exceeded the region’s reported
landings by a substantial amount since 1979-81. This suggests that the South
Atlantic processors rely heavily on either Gulf red snapper landings or foreign
country imports for much of their raw material supply.

Processed red snapper supplies in the Gulf Region, by comparison, were
relatively limited in relation to pounds landed, averaging just 7.0% during the
18-year study period. Peak processing activities in relation to pounds landed
occurred in 1985-87 when the proportion was 18.7%.
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