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ECONOMIC STRUCTURE OF THE
FLORIDA SHRIMP PROCESSING INDUSTRY*

Jose Alvarez, Chris 0. Andrew, and Fred J. Prochaska

INTRODUCTION

The development and location of Florida's shrimp processing industry parallel
closely the historical development, of the shrimping industry i n the state. In
1902 the shrimping industry was begun in Fernandina by S. Salvador, a native of
Sicily [4]. The industry developed i n the fol'lowing locations as listed: �! St.
Augustine; �! the Northern Gulf Coast--Apalachicola Bay, the coastal waters
from Cape St. George to St. Josephs Point, and Pensacola Bay; �! the Key West
grounds; �! the lower West Coast--Naples, Fort Myers Beach, arid Everglades
City; and �! Fort Myers and then Tampa as landing points for shrimp from the
Campeche grounds located off the Yucatan Peninsula [4]. Today 's shrimp pro-
cessing industry was established primarily in Tampa duri ng the 1950s and 1960s
when the ci ty was an important shrimp port. Miami and Key West were also
important processing areas because of shrimp landings fram the Dry Tortugas
beds. With improved overland transportation and the significant increase in
raw shrimp imports, the location of Florida's processing facilities has become
less dependent upon the state's shrirnping industry.

Florida is the most important seafood processing state i n the Southeast
Region of the U.S. with over $132 million in sales in 1972 compared to $491
million for the entire region. Processed shrimp products in Florida in 1972
were valued in excess of $88 million or approximately 70 percent of the total
value of non-industrial seafood products. Of the total value of processed
seafood products in Florida, breaded shrimp accounted for over 44 percent; raw,
peeled, and deveined shrimp, 15 percent; and raw-headless shrimp, 8 percent, [8].

Florida's shrimp processing industry has grown absolutely and relatively
since 1960. In 1960 the industry processed about 34 mil'lion pounds of shrimp
valued at more than $25 million. In 1972 about 61 million pounds valued at
over $88 million were processed. Similarly, Florida's share of the U.S,
processed shrimp market was 19 percent of volume and 21 percent of value in
1960, expanding to 23 percent of volume and 24 percent of value in 1972 [7, 8].

Shrimp landings in the state, however, declined significantly from over
51 million pounds in 1960 to 29 million pounds in 1973  Fig. 1 !.
of pounds processed in live-weight equivalents to quantity landed for 1960 was
0.92:1, increasing to 2.90:1 in 1970. Thus, at least two thirds of the raw

'This research was funded joint]y by the Florida Agricultural Experiment
Station and the Florida Sea Grant Program.



product used by the Florida shrimp processing industry is obtained from imports.
In 1971 U.S. imports of shrimp totaled 191.3 million pounds or 42 percent of
total consumption [6]. This growing dependence ot Florida processors on non
Florida landings causes concern about the stabi11ty and competition of the
import supply source and the future growth potential and economic well-being
of the processing industry.

This report provides information about the Florida shrimp processing
industry based on 1972 data including the raw product supply situation, marketing
channels and market structure, and conduct and performance, Changes and trends
are identified to assist firms and potential investors in planning future
participation 1n the 1ndustry.

The specific objectives of this study are to:

l. Oelineate the organi zation and behavior of firms i n the Florida
shrimp processing industry by studying entry and exit, market
concentration, product differentiation, and vertical integration.

2. Identify emerging changes and important trends--in procurement,
processing activities, and product markets--that will influence
the shrimp processing industry in Florida .

Soth primary and secondary data were analyzed. Primary data were obtained
through personal interviews collected during the latter part of 1973  see
Appendix!.

The Florida shrimp processing industry is analyzed within the theoretical
framework of market structure theory, The market structure of an industry
embodies the conditioning environment within which enterprises behave [2, p. 266].
This behavior encompasses both the market conduct and market performance of
firms.

Market structure is defined as the market organization characteri stics
that influence competition and pricing in the market [2, p. 7j . The number of
sellers and buyers, product differentiation, barriers to entry, and vertical
integration are important items of study in market structure.

Market conduct, the behavior patterns that enterprises follow in adapting
or adjusting to the market in which they sell or buy, is determined by several
factors. These include the firms' pric1ng behavior, product strategy, research
and innovation activities, and advertising practices [2, p. 10].

Market performance refers to the composite of a firm or industry' s end
results in the dimensions of price, output, production cost, selling cost, and
product design [2, p. 11] . The primary performance criteria used i n this study
were margins and productivity.
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INDUSTRY CHARACTER I ST I CS

Oescri tron of the Industr

A shrimp processing firm is defined in this study as one engaged in any of
the following processing activities: cooking, peeling and deveining, breading.
and producing specialty products such as cocktails, shrimpburgers, and stuffed
shrimp. A firm may also deal in green headless shrimp or other seafood products.
Mhile most Florida shrimp processing firms specialize in one or more shrimp
products, most also handle numerous seafood lines. The research reported here
does not include production of other seafoods by the firms studied.

There were 16 shrimp processing firms in Florida in 1972. Of four firms
not included in the analysis, one had data for less than a year because business
was initiated in mid-1972; one very small firm operated only one day per week;
and two refused to release any production information, A fifth firm gave
general information not requiring numerical data. In addition to the 12 firms
 including the one giving general information!, three firms dealing exclusively
in green headless shrimp were included. This sub-sample was interviewed to
obtain knowledge af the green headless shrimp market and to trace Florida shrimp
to the ultimate market destination. The three firms sell directly to institu-
tional and retail markets. One firm operates its processing plant outside the
U.S. but has warehouses and marketing offices in Florida. Altogether, the 15
firms included in the analysis account for more than 85 percent of total shrimp
production.

Location of Plants

Shrimp processing plants are primarily located in two geographical areas
of Florida--nine in the Tampa area and five in the Miami area. Of the remaining
three, one is in Jacksonville and two are in Apalachicola. The three firms that
deal with green headless shrimp exclusively are located in Pensacola, Panama
City, and West Palm Beach.

T e of Ownershi

All plants surveyed operate as corporations with a majority being family-
owned independent or single-unit plants. Some firms are vertically integrated
and operate unloading houses, either as owners or under various types of con-
tractual arrangements. A smaller proportion of the firms surveyed function as
multi-unit processing plants. Host multi-unit firms have plants located in
other states of the l3.S. with a majority emphasizing seafood products other
than shrimp.

Product Line

Shrimp usually comprise the most important product processed by firms
included in thi s study. Three firms deal exclusively in shrimp products. Shrimp
sales constitute more than 85 percent of total dollar sales for a majority of
the 15 firms  Table 1!. Seven firms produce up to five types of shrimp products
while eight firms deal exclusively with one type of product. Shrimp products
account for 15 percent or less of total sales in only three firms. The pattern



of processing seafood products other than shrimp is very similar among firms.
The most important non-shrimp products are oysters and scallops; less important
are spiny lobsters, mullet, and blue crab.

Table 1. Shrimp product lines as a percentage of firm and Florida industry
sales, 1972

Shrimp as a
percentage of

industry sales

Shrimp as a
percentage of

firm salesF 1 rm Product lines~

60'4

15
75
85

15
90

100
10

9
10

a, b
a, c

99
90

ll
12

a, b, c
a, b, c

100
100

16

13 a,b,c,d 99

14
15

a,b,c,d,e
a,b,c,d,e

90
90

51

100

*These are  a! green headless,  b! peeled and deveined,  c! breaded,
 d! cooked, and  e! specialties.

The shrimp processing firms included in this study sold 72.7 million pounds
of shrimp products for a total value of $122.3 million in 1972. The relative
importance of each type of product and a comparison between the survey and data
from secondary sources are shown in Table 2. Several factors account for the
differences in production figures from each of the two sources. The number of
firms interviewed was greater than those listed by the National Marine Fisheries
Services because all firms do not report to the NMFS. Consequently, more pro-
duction is shown in the survey data. Also, cooked, peeled, and deveined shrimp
products were included under unclassified items in the NMFS data.



Table 2. Florida shrimp production in 1972: survey data compared with secondary
data from The National Marine Fisheries Service

1972 Surve Data Data

Total poundsType of product Total pounds

Green headless 14. 8i.

19.1

73.065. 9Breaded

Specialty
products

0.60.2

60,981,963Total 72,767,206 100. 0100. 0

aThis figure includes raw peeled and deveined shrimp. In secondary data,
cooked, peeled and deveined shrimp were included with unclassified items.

Source: 1972 secondary data computed from L8].

Plant Si ze

The si ze of Florida shrimp processing plants was measured in terms of plant
capacity, employment, and 1972 production. Based on survey response, shrimp
processing plants were classified as shown in Table 3. Each firm fell within
the same size classification for all measurement criteria.

Table 3. Capacity, employment, and production in three size classifications
of Florida shrimp processing plants, 1972

Plant size

Classification

criteria Sma 1 1 Medium Large

1.2-7.5 20.0-70.0 Over 100. 0

150-305

3.0-8.0

Number of employees

Number of fir~ns

Peeled and de-
veined and
cooked

Capacity  thousands
of pounds per day!

Mi llions of pounds
produced in 1972

10,792,968

13,818,925

47, 982,813

172,500

20- 50

0. 5- I . 5

Percent
of total

pounds

5,925,892

10,194,554

44,418,023

443,494

Percent
of total

pounds

9. 6X

16.8

Over 500

Over 10.0



Marketin Channels

Marketing channels for the Florida shrimp processing industry were divided
into three levels: �! supply sources for fresh and frozen shrimp, �! processing
plants, and �! market outlets  Figure 2 and Tables 4 and 5!. Forward movements
through the marketing channels are identified, representing a progression from
the sources of supply through subsequent handlers toward the market outlets,
The data represent only the activities related to Florida processors even though
some marketing agents bought and sold in other areas.

Table 4. Sources of fresh and frozen raw shrimp for the
Florida shrimp processing industry, by type of
market agent and percentage of purchases, 1972

Percent of

purchase
Supply source and market

agent

Florida fresh

Shoreside plants
Brokers
Processors

73%
1

26

Total 100

Other Ll.S. fresh

Shoreside plants
Brokers
Wholesalers

94
2
4

Total 100

U.S. frozen

To~~1 100

Total 100

Shoreside plants
Brokers
Wholesalers
Processors

Foreign processors
Brokers
Wholesalers

Processors

79
13

5
3

4
B5

2
9



Market
agent

PercentReceiverPercentSupply source

26%
56
18

Florida fresh
Other U. S. fresh
U. S. f rozen

Shoreside

plants

100$Total 100 Processors

Other U. S. fresh
U. S. frozen
Foreign frozen

Whol esal ers 46
20
34

100ProcessorsTotal 100

0.1
1.8
4.2

93. 9

Fiorida fresh
Other U. S. fresh
U. S. frozen
Foreign frozen

Brokers

100Processors100. 0Tota 1

Shoreside plants
Brokers
Wholesalers
Florida fresh
 direct!
U. S. frozen
 direct!a
Foreign frozen
 direct !
Foreign processors

51. 0
36. 0

2.8
4.7

Processors Institutignal
West 19
N. E. 20
S. E. 23

0.4
62

Reta i 1
West ll
N. E. 17
S. E. 10

3.5

100. 0Total
38

100

aVessel owners buying directly from their fleets.

bSee tne map in the Appendix.

Table 5. Percentage distribution of Florida shrimp purchases and sales by
market agent, supply source, and receiver, 1972



POUNDS BOUGHT
56,72l,674

PROCESSING PLANTS
POUNDS SOLD

72,767,206

Fig. 2.--flarketing channels for the Florida shrimp processing industry, 1972

aNote that total pounds purchased do not equal total pounds sold because products
either lose or gain weight in the production process.

bSee the map in the Appendix. 9



Raw Product Procurement

Reasons for buying from the three different supply sources  Florida, U.S.,
and foreign! vary according to processors. Florida shrimp were bought mainly
by firms having some control over raw supply. Florida-landed shrimp are pur-
chased because of prices comparable with other sources, and, according to these
processors, the quality of Florida pink shrimp is superior for peeled and
deveined products. Many firms indicated a desire to fill a'll raw supply needs
with Florida shrimp but are forced to buy elsewhere due to inadequate supplies.
In nest cases, when Florida shrimp are unavailable, other U.S. shrimp are
bought to fill processing needs. Prices of other U.S. shrimp differ very
little from Florida prices. Foreign shrimp are bought for several reasons.
Some processors requiring butterf lied shrimp for specialty products buy
foreign shrimp because of high domestic labor costs or a domestic shortage.
Hhen select sizes are in short supply in the domestic market, the foreign
market is a supply source. There are mixed fee'lings about quality of foreign
shrimp. Rhi le some processors believe foreign shrimp are of better quality,
others affirm that inspection is not adequate to maintain desired quality.

Though acquiring a secure supply of raw product is the desired goal of
most firms, the method of qbtaining this assurance has changed during the last
few years. Supply control' may be exercised either by owni ng vessels and/or
unloading houses or through formal and informal contractual arrangements.
At present, firms owning vessels are those dealing exclusively with green
headless shrimp and one firm operating in a foreign country. Other firms
owned boats in the past but now have special arrangements with unloading
houses to mai ntai n a secure supply. These arrangements are generally moral
obligations without written contract, a standard practice throughout the
industry. A representative of the firm works with vessel owners and packinq
house managers to maintain adequate supplies. Financial assistance may be
granted by processors to the suppliers. This practice also creates informal
supply corrrnitments.

The relative importance of each source of supply and the channels used to
purchase the shrimp are shown in Tables 4 and 5. Florida is a relatively
unimportant supply source accounting for 18 percent of the raw shrimp bought
for processi ng in the state in 1972. 2 Other U. S. and foreign sour ces accounted
for 42 and 40 percent, respectively. These percentages illustrate the extreme
dependence of Florida processors on outside sources.

Channels used to buy shrimp vary in importance from source to source.
Shoreside plants are the most common source for domestic shrimp. Brokers and
wholesalers are relatively unimportant i n purchase and sale of domestic. shrimp
but very important in foreign frozen shrimp purchase. Raw products move from

Use of the term "supply control" is not meant by the authors to suggest
a value judgment concerning good, bad, right, or ~rong.

2This is less than the amount landed because raw shrimp also move into
green headless and other uses,

10



the source to the processing plants in refrigerated trucks. In a few cases
these .rucks are either owned by the processing firm or the unloading house,
but in most cases commercial carriers are used.

Market Outlets

Sales of the 72.8 million pounds of Florida processed shrimp product~
were almost evenly distributed among the three main regions of the United
States  Fig. 2 and Table 5!. Institutional markets accounted for 62 percent
of total Florida sales, and retail markets, 38 percent. Institutional sales
are greater than retail sales in all three regions. Retail sales, however,
more closely approach institutional sales in the Northeast than in the West.
and Southeast, as evidenced by retail sales representing 45, 36, and 31 per-
cent of each region's sales, respectively. To illustrate raw product distri-
bution among the three regions of the country, finished product weights are
expressed in raw prod~et equivalents in Table 6 and Fig. 3. Oifferent amounts
of raw shrimp are required to produce ditferent types of products. Of the
72.8 zillion pounds that Florida shrimp processing firms sold in 1 972,
conversion to raw weight gives a total of 59.2 million pounds. This is 2.5
million above the 56.7 million pounds bought. The difference results fror, the
fact that previous estimates were based on interviews with individual firms in
Florida whereas the conversion factors are averages for the Gulf and South
Atlantic regions of the U.S. Weight gains and losses through processing vary
by individual firm depending on local and regional consumer demand. The
adjusted distribution by regions shows an increase of 2 and 5 percent in the
Southeast and Northeast, respectively, and a decrease of 7 percent in the
West. Institutional and retail market sales remain almost identical in the
Northeast and Southeast while an increase of 4 percent in retail sa'les is
observed in the West.

Channels used to sell the products vary from firm to firm. Large single-
unit and multi-unit firms have their own distribution channels, for example,
an organi zation of regional representatives or a subsidiary acti ng as a seller .
Medium- and small-sized firms use brokers to sell their products and, in some
cases, the owner himself makes sales directly from the plant to distributors and
brokers.

To distribute the finished products, four firms use either their own
trucks or trucks under contracts. The remaining firms use common carriers with-
out contracts. Losses seldom occur with responsibility and insurance coverage
varying according to truck ownership.

3The three regions--West, Northeast, and Southeast--are defined in a map
in the Appendix.

11



Table 6. Percentage distribution of Florida shrimp by region and type of outlet
in processed and raw produrt equivalents, 1972

Processed
product

Region and
market

30KNest

Institutional
Retail

60'X

40
64K
36

100100

42Northeast 37

56
44

Institutional
Retail

55
45

100100

35Southeast 33

69
31

Institutional
Retail

100

100 100

Regional
Region distribution

Raw product equivalents
of processed product

Regional
Region distribution

69
31

100
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MARKET STRUCTURE

Market structure of the Florida shrimp processing industry was analyzed
by examining major characteristics that exert an influence on the nature of
competition within the industry. These characteristics are the conditions of
entry into the market, market concentration, product differentiation, and
market coordination.

Entr and Exit Anal sis

For analytical purposes two types of firms in the shrimp industry were
defined: processors and handlers. Shrimp processors perform one or more of
the following activities: cook, peel and devein, bread, or produce specialty
products. Handlers exclusively freeze and package green headless shrimp.

Table 1 Entry and exit of shrimp processing and handling firms in Florida,
1961-71

Plants operating Plant Plant Plants operating Plants aper ating
in 1961 exits entries in bath in 1971

Number Percent 1961-71 1961-71 1961 and 1971 Number Percent

Type of
pl ant

2BX 13 15 17 41XProcessor 15

72

100

30

43

16

31

18

27

Hand 1 er 38

All plants 53

24 59

41 100

Source; Calculated from [3].

Entry and exit patterns from 1961 to 1971 show an increase in processor
firms and a considerable reduction in handlers. In 1961, 15 processors and
38 handlers in Florida accounted for 28 and 72 percent respectively of the 53
shrimp industry firms  Table 7!. In 1971 only 41 firms remained in the industry.
Seventeen, or 41 percent, were processors and 24, or 59 percent, were handlers.
Over the ten year period a net decrease of 12 plants occurred; 43 left the
industry and 31 entered. The number of processors increased by 2 with 13
exits and 15 entries. The number of handlers decreased by 14 wi th 16 entries
and 30 exi ts. Nine processors and 1 8 handlers were operating in both 1 961
and 1971. Processing plants experienced a higher percentage turnover rate than
handlers over the 1961-71 period. In summary, this analysis of total firm
numbers in the industry indicates that handler exits from the industry exceeded
entries for the 1961-7I period. Processing firm entries, however, slightly
exceeded exits. Exits from handling were significantly greater than entries.



f Firms~Entr Re

Analysis was, made of the relationship between total sales of each firm and
the number of years the firm was in the industry to determine if several years
in the industry were necessary to secure a solid position. This relationship
between total sales and the age of firms was. weak when total revenue was used
to indicate sales. When pounds sold were related to the number of years in the
industry, no significant relationship was found.

Thus, results suggest that presently established firms did not have to
devote many years to securing a solid position in the Florida shrimp processing
industry. Potential entrants experience less difficulty in developing knowledge
of the market and in developing a market for their product than in developing
sources of supply.

Conditions o

All firms interviewed indicated that no serious restrictions prevailed at
the moment of entry. No firm acknowledged that established firms had control
of superior production techniques at the time of entry.

According to processors, entry has become more difficult in the past few
years. Present conditions of entry were analyzed through processor responses
about current barriers to entry. These re'tate to advertising requirements,
distribution networks, resource costs including the raw product and labor,
and the existence of excess capacity.

Advertisin re uirements. Advertising expenditures are not a limit to
entry of new firms. Processors do not consider advertising to be an extremely
important part of their business. Though many firms advertise their products,
advertising does not appear to play a major role in product identity at the
processing level.

Distribution networks. Distribution networks do not appear to impede entry
of new firms. Almost all firms assemble the raw products and distribute their
output in comnon carriers which are generally available at prices acceptable to
the industry. Recent fuel and transportation problems may begin to create
transportation difficulties and/or increase transport costs.

K~e resource in uts . Availability of the key resource i nputs, raw shrimp
and labor, were reported to be a substantial barrier to entry into the shrimp
processing industry i n Florida. The majority of processors believe that com-
petition for scarce raw products, the associated rising prices, and the scarcity
of labor discourage businessmen from entering shrimp processing.

15

Entry and exit patterns, classified by plant size i
ment, suggest a tendency toward increased concentration
irregular change for processors over the 1961-71 period
plants, there was no change in firms employing from 2 to
in the number of firms with 31 to 100 and 101 to 300 emp
in firms employing from 11 to 30 and from 300 or more.
largest plants employing from 31 to 1 00 employees increa
plants with 2 to 10 and 11 to 30 employees decreased,

n terms of total employ-
for handlers but an

 Table 8!. For processing
10 employees, a decrease
loyees, and an increase
For handlers, only the
sed in number, while
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indus;,y also discourages entry by new firms. Only three of the processing
firms interviewed acknowledged that they operate at or near full capacity.
Other firms, however, seem to be well below full capacity reportedly due to
the lack of labor and raw shrimp for processing.

Market Concentration

market concentration, or more precisely, the share of a market held by
firms within an industry relative to size of firm was analyzed.4 Degree of
concentration is used here primarily to describe the shrimp processing industry
and not to indicate industry and firm well-being. Too many additional factors
must be considered besides concentration if judgments are to be made about
the relative qualitative aspects associated with market concentration ratios.

The De ree of Concentration

Concentration ratios for the industry and for each type of product pro-
cessed were calculated  Table 9!. From the data provided by 15 firms in the
industry, the results relative to total dollar sales of the Florida industry
showed the largest two, four, and eight firms controlling 51, 74, and 95 percent.
of total dollar sales, respectively. Relative to the U,S. shrimp processing
industry, the largest four and eight Florida firms controlled 22 and 28 percent
respectively, of total dollar sales in 1972.

Concentration ratios by type of product differ. Ratios for green headless
shrimp included the three handlers surveyed since they sell their products
directly to institutional and retail markets. Though i t is difficult to
estimate the percentage of total Florida industry sales to retail and institu-

4Concentration in shrimp processing in Florida was measured by means of
concentration ratios, expressed numerically by a Gini coefficient, and graphically
with a Lorenz curve  see Fig. 4!. Gini coefficients were computed using the
f ormu 1 a

5, 000

where P represents the percent of firms accounting for a given proportion of
total sties and g represents the percent of total sales accounted for by a given
percent of firtns WInd k designates the cumulative percent and position of firms
and sales. A zero coefficient would be perfect equality of firm shares while
a coefficient of one would be a pure monopoly. This measure illustrates rela-
tive concentration at one point in time. Comparisons of mini coefficients over
time show changes in concentration. The Lorenz curve shows as a continuous
function the percentage of total industry sales accounted for by any given
fraction of the total industry population.

5
The three firms not included in this research would not have made a major

change in the concentration ratios as two are very small and one appears to be
of medium size.

'l7



Table 9. Cumulative concentration ratios for the Florida shrimp processing
industry by industry and type of product, 1972

Peeled and devei ned
and cooked

Green
headless

Largest
f irmsa BreadedIndustry

62.62

93.80

100.00

a Each group of firms may not contain the same firms in all four
categories due to differences in product lines.

tional markets represented by these three handlers, responses from processors
and handlers in the different 'tocations indicate that the three consti tute
a high percentage of sales by handlers. Concentration ratios for the 10
firms dealing with green headless shrimp show the largest two, four, and six
firms controlling 62, 84, and 93 percent of total dollar sales, respectively.

Concentration ratios based upon total dollar sales for the six f~ rms
dealing wi th peeled and devei ned shrimp and cooked shrimp indicate that the
largest two firms control 63 percent and the largest four firms control 94
percent of total dollar sales.

The 10 firms involved in breading shrimp present the following concentra-
tion ratios relative to total dollar sales: the largest two, four, and six
firms account for 54, 84, and 94 percent of total dollar sales respectively.

Gini coefficients computed for the industry and for each type of product
proressed are as follows:

Industry .62
Green headless .56
Peeled and deveined; .40

and cooked
Breaded .55

Concentration ratios plotted in the form of Lorenz curves are shown in
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Fig. 4 with those curves deviating most from the diagonal indicating highest
concentration. The total industry market share presents the highest degree
of market concentration, followed by green headless, breaded, peeled and
deveined, and cooked shrimp products. Green headless shrimp show less concen-
tration than breaded shrimp as a result of de~reasing inequality of market
shares aplong the firms with the least output.

Characteristics of Concentration in~Shrim Proces~sin

Industr concentration. Most firms within this highly concentrated in-
dustry include several products . Of the seven largest firms accounting for 92
percent of total industry sales, six produre several types of shrimp products
while only one produces just one type. Of the nine smallest firms, only one
produces two different products while the other eight firms have one product.
These facts suggest that overall industry concentration may be directly related
to the number of products processed by each firm. Six of the seven largest
firms accounting for 92 percent of total industry sales are backwardly integrated
into ownership or control or raw supply. Diversification and backward integra-
tion thus account for the high degree of industry concentration.

Green headless shrim . Backward integration into the ownership or control
of raw shrimp may explain some of the concentration found in green headless
shrimp sales. Of the five largest firms accounting for 88 percent of total
industry sales of green headless shrimp, two own vessels and two have unloading
facilities and strong commitments with vessel owners. The fifth largest firm
displays neither form of integration. The sixth leading firm is a strong buyer
of Florida fresh shrimp but acknowledges no such agreements or ownership. The
seventh and eighth either have vessels or agreements, and the last two selling
green headless shrimp have neither. The remaining five firms in the industry
do not sell green headless and report no control over raw supply. This also
supports the explanation relating concentration in sales of green headless
shrimp to backward integration into the ownership or controI of raw shrimp. The
six firms accounting for 89 percent of green headless shrimp sales have vessels
or some type of control over raw shrimp supplies.

Peeled and deveined roducts. Control over Florida pink shrimp, acknowledged
by many processors as the most acceptable for peeled and deveined products, may
account for the concentration found in peeled and deveined products. The four
leading firms, which account for 94 percent of peeled and deveined shrimp and
cooked shrimp products, purchased over 86 percent of Florida's 1972 production
of raw shrimp included in the survey  Table 10!, The remaining two firms selling
this product bought no Florida-landed shrimp. If the amount of Florida shrimp
produced and marketed directly through institutional or retai 1 outlets by vessel
owners and not processed in Florida plants is omitted, the control over Florida's
raw supply by the firms producing peeled and deveined products would be even
higher. This seems to corroborate the assertion that concentration in peeled
and deveined production may be associated with supply control of Florida's raw
pink shrimp. There is a high dependence upon Florida raw pink shrimp for the
state' s production of peel ed and devei ned shrimp.

6This could be the result of not including all of the green headless firms
in the industry. As indi cated earl ier, though, it i s believed that a hi gh
percentage of those selling to institutional and retail markets were included.
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Table 10. Concentration ratios for peeled and deveined shrimp and cooked
Florida shrimp products related to Florida shrimp landings, 1972

Percentage of Florida
landings in survey

Percentage of total
industry sales

Largest
firms

67.18

86. 91

86. 91

62. 62

93. 80

100. 00

related to but not the direct result of product differentiation activities. Of
the five largest producers of breaded shrimp accounting f' or 90 percent of total
breaded shrimp product sales, four are invol ved in some product differentiation
activities. Three have more than one label, three advertise their products, and
four have their own recipe for breading. One is not involved in any of these
activities. Another possible explanation for the degree of concentration found
in breaded shrimp products may be the processing for other private labels. The
same four of the five leading firms process for 5, 15, 20, and 79 other labels,
respectively, while the remaining firm processes only under its own label. Of
the five remaining firms producing breaded shrimp products, one processes for
five other labels, one for two other label s, and three do not process for other
firms. If concentration in breaded shrimp products is compared with overall
industry concentration, it appears that four of the leading five firms in breaded
products also appear among the five leading firms in the industry. In summary,
the degree of concentration in breaded shrimp products appears to be highly
associated with product differentiation activities, the processing for other
private labels, and overall industry concentration.

Product Differentiation

One potential effect of product differentiation in an industry is price
differentials among sellers, with those differentiating their products receiving
higher prices. Though available data made it difficult to arrive at a definite
conclusion, an analysis of the relationship between product differenti atior. and
price was performed. The existence of a location advantage, the existence of
a superior product, ownership of an exclusive recipe, the number of labels,
innovation activi ties, and advertising activities were used as indicato~s
product differentiation.

Location Advanta e

There seems to be no location advantage in shrimp purchases and/or sales
Of the 16 firms responding, 12 indicated that adequate transportation nega.ed
any location advantage. The development of modern refrigerated trucks, according
to processors, negates differences in plant location because the raw and finished
products can move fast and the freight differentials increase prices only moder-
ately. Because of this, the advantage of being located in Florida has been
eliminated. Only one processor believes he has an advantage since he buys and
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sells shrimp only in Florida, which does make his firm unique. Two feel that
they have no location advantage in sales but do have a supply location advantage
because they have access to Florida shrimp. One firm dealing exclusively with
green headless shrimp and buying from their own unloading house acknowledged
a disadvantage because boats must go further to find shrimp.

In general there is no special reason for being located in Florida. Some
plants were located in Tampa, for example, because the major share of the raw
shrimp supply was landed there at one time, but processors now realize that
with increased dependence on foreign imports and the development of modern
refrigerated transportation, most original location advantages have disappeared
in Florida.

~Su erior Product and Exclusive Reci es

Not all fi rms have the same opinion concerning the possibility of producing
a better quality product. Ten of the 16 firms interviewed believe that their
product is not superior to that of their competitors. Those firms dealing
exclusively with green head'less shrimp affirm that their product is basically
standardized within the industry. In addition, some processors say that there
are no major quality differences among breaded shrimp products.

Six processors, four of whom produce breaded shrimp products and account
for 42 percent of total sales in breaded products, believe they have a better
product than their competitors. The reasons are use of the "best" ingredients,
ownership of recipes prepared under private specifications, and meticulous
care in processing. The be!ief of having a better product probably results
from product differentiation efforts. Ownership of exclusive recipes signals
a tendency to differentiate products. Only two of the 12 plants breading
shrimp do not have their own recipes. One produces the breading in the plant
while the remaining firms buy the breading according to specifications.

The hypothesis that product differentiation in breaded products leads to
higher prices was tested. Nine of the firms involved i n the production of
breaded products were classified accor ding to the presence or absence of
product differentiation and whether the price of the product was above or
below $1.S8  the average price!, It was concluded that product differentiation
i s not likely to lead to higher pri ces in breaded shrimp products. This measure
of product differentiation, however, was not entirely appropriate and defini-
tive. A more appropriate technique, but impossible due to the data available,
would have been to test for significance between prices to determine if differ-
entiation exists.

Also tested was the hypothesis that product differentiation is associated
with a larger market share. Theory suggests that the firm wi th product differ-
entiation can obtain a larger share of the market. However, this allows the
firm to differentiate its product even further. Causality thus becomes difficult
to establish. For this analysis processing firms involved in both innovation
and advertising activities were classified as firms differentiating their
products. Each group was also classified according to the percentage share of
the market controlled in 1972 Processing firms with differentiated products
accounted for 87 percent of 1972 total sales. As anticipated, results indicate
that product differentiation activities are associated with a larger share of
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the market.
7

Number of Labels

The number of private processor labels used per fi rm, i . e., label s be'longing
to the processing firm, ranged from one to five. In the industry 67 percent of
the firms used only one label. This group, mainly smaller firms, accounted for
36 percent of tota 1 dollar sales. Using two labels were 13 percent of the
firms, representing 36 percent of total sales. Another 13 percent had three
labels and accounted for ZO percent of industry sales. The remaining 7 percent--
one firm--represented 9 percent of total sales; this firm used five labeis.
Two labels were used when two distri butors were selling the same firm's product
in the same market area.

The number of labels carried by a firm is influenced by the distribution
of that firm's shrimp output to its own labels and to processing for other firm
labels. Seventy-five percent of the fi rms had 85 percent or more of their
shrimp output under their own labels while 25 percent of the firms had 75 percent
or less of their shrimp output under their own labels. Processing for other
firms is almost evenly distributed with 56 percent of the firms in the industry
processing for other labels.

Innovation Activities

Introducing new products and new packages can achieve additional product
differentiation. During the last fi ve years, 60 percent of the fi rms introduced
new types of breading, new packages, and new specialty products. Thirty-three
percent of the firms do not intend to do so in the future. Fifty-three percent
of the firms have a person or department responsible for research and development
activities.

Adverti

Advertising activities are important in creating a product image Forty
percent of the firms have a person or department responsible for these activities.
Sixty-two percent of the firms are involved in product promotion through
advertising  institutional magazines, newspapers shared with chain grocery out-
lets, radio and t.v. spots, and discount policies!,

To summarize product differentiation, no major Florida location advantage
affects either purchases or sales for the Florida shrimp processing industry.
A tendency toward product differentiation for those firms engaged in the production
of breaded shrimp and specialty shrimp products is evidenced by the control or
ownership of exclusive recipes, the use of top quality ingredients and meticulous
care in processing these products. Generally f~rms use only one or two labels.
A form of product differentiation occurs where two distri butors in the same
area use distinct labels because they both sell only one processing firm's
product. Introduction of new products or packages as a means of product differ-
entiation has been minimal in the past few years though many of the firms

7 For fires with product differentiation accounting for 87 percent of theZ
market and firms without product differentiation accounting for 13 percent, X =54 76
and XZ =2.70.

.10
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acknowledged that work is underway to develop new products. Advertising seems
to play a role in product differentiation as evidenced by 62 percent of the firms
doing some advertising. Finally, product differentiation activities by firms are
associated with larger market shares for those firms.

Market Coordination

Vertical and horizontal coordination were studies; such coordination involves
how the functions of supply, brokerage, wholesaling, and processing in the shrimp
processing and marketing system are organized and interrelated, both formally
and informally  Table ll !. Al ! markets experience vertical and horizontal
coordination; the ways vary from lack of formal a~rangements where buyer's and
sellers in the market have little contact except at the time of exchange, to
systems formally integrated ei ther through contracts or owner ship. Of
particular importance in this study was dominance by fir~s at any level in
the system through either ownership or control of th production and supply of
raw shrimp.

Vertical Coordination

Firms in this industry are vertically integrated to some extent. This
involves a formal agreement where one firm performs two or more vertically
integrated activities in the system either through contracts or ownership.
Fifty-six percent of the firms are involved in one or more forms of vertical
integration. Four firms are involved in one activi ty; two firms, in three;
and three firms, in two, four, and six activities of vertical integration respec-
tively. Seven firms have no vertical integration involvement.

Six firms, or 37 percent of the industry, are integrated into the ownership
or control of raw supply. Two of these firms are green headless handlers and
market their products directly to i nsti tutiona l and retail markets. The remaining
four firms have a secure supply from different sources. In 1972, these four firms
bought ll, 43, 87, and 90 percent of the total number of raw shrimp they processed,
under some type of control or agreement. These four firms are included within the
seven largest firms that controlled 92 percent of total industry sales in 1972.
One firm in this group of the seven largest bought a substantial amount of Florida
shrimp in 1972 but did not acknowledge or recognize any control over raw supply.
The presence of a relationship between concentration and backward integration
i nto the ownership or control of raw shrimp is suggested.

Horizontal Coordination

Two activities are related to horizontal integration. These are the
ownership of other processing facilities and the production of non-shrimp
products.. The latter activity is common. Three f~rms have other processing
facilities; two of them are part of multi-plant operations. Fourteen firms, or
88 percent of the industry, are involved in the p; oduction of non-shrimp
products. For a majority of the firms, this diversification i s influenced by a
lack of raw shrimp for processing in the face of a goal to increase total sales.
Vertical and horizontal integration activities, related to size of firms based on
1972 production, revealed a positive relationship between firm size and degree
of integration
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MARKET CONDUCT AND PERFORMANCE

Market conduct was studied; thi s consi sts of each fi rm ' s behavior in prici ng
raw and finished products, in specifying product policy, in research and innovation
activities, and in advertising. Market performance was studied through non-
normative evaluations of marketing margins, plant productivity, and emerging
changes in the industry. No assumptions or judgments were made about the quality
of performance relative to either theoretical or institutional cri teria .
Problems that are affecting or may affect industry performance in the future
were identified and anticipated.

Mar ins and Pricin Behavior

Raw Product Prici n

Information used in raw product price determination varies by source of
supply. Instead of using the "yellow sheet,"8 most firms in the industry find
it more useful to trust the prici ng deci sions of the leading fi rms knowledgeable
about local daily market conditions for Florida-landed shrimp, Host processors
acknowledged that price leadership for Florida's raw shrimp persists though to
a lesser extent than in the past.

The "green sheet" is followed more closely by Florida processors when�9

determining prices for other U.S. raw shrimp. This may be because Florida
processors have fewer daily contacts in other regions of the country than in
Florida. Yet the "green sheet" can be used only as a general barometer because,
like most price information sources, i t often arrives after the market situation
has changed. Prices for other U.S. shrimp are deteqjned by daily market con-
ditions in which Japanese buyers exert an influence.

A general consensus prevails among processors that prices of foreign frozen
shrimp are greatly influenced by the Japanese presence in the world markets.
The increasi ng quantity of shrimp bought by Japan makes thi s country a leader in
the world market. The Commercial Fisheries Review [5, p. 49] stated that "Japanese
trade sources say that by 1980 total shrimp consumption may reach 150,000 tons,
with imports supply'ng most of this demand." The Japanese influence is such
that the quantity of shrimp imported into the U. S. "will largely depend on the
amount purchased by the Japanese on the world markets" [8, p. 10j.

8 The "yellow sheet" is a Gulf Coast Regional market news report published
by the National Marine Fisheries Service in New Orleans, Louisiana,

The "green sheet" i s similar to the "yellow sheet" but contains information
on the Atlantic Coast and the Fulton Fish Market, which is the major wholesale
fish market in the U,S.

10 Commercial Fisheries Review I5, p. 49] stated that "...the Japanese
public will continue to demand shrimp and pay higher prices...." As a result
of the activities of Japanese buyers, the Japanese share of the U.S. shrimp
exports rose from 9 percent in the first half of 1972 to 35 percent during
1973 [9, p. 1Dj.
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Foreign shrimp prices, however, were not significantly higher than domestic
prices in 1972. When average prices paid for raw products in 1972 from the
three different sources  Florida, other U.S., and foreign! were compared, no
substantial difference was found. Processors ack'nowledged that world trade may
have had an influence in rai sing domestic shrimp prices. Average price paid
for Florida shrimp was $'I.51, while $1.38 and $1.56 were paid for other U.S.
shrimp and foreign shrimp, respectively  Table 12!. The relatively low price
paid for other U.S. shrimp is due to the smaller sizes of shrimp bought in
other Gu]f Coast states.

Table 12. Supply sources for the Florida shrimp processing industry--total
pounds of raw shrimp bought, total dollars paid, and average
price paid, 1972

Average price
paid

Total dol lars

paid
Total pounds

boughtSupply source

$15,278,474

33,017,376

35,462,174

$1. 51

1.38

1.56

10,139,540

23,831,991

22, 750, 143

Florida

Other U. S.

Foreign

$83,758,02456,721,674Total

Finished Product Pricin

Prices and inventories. As shown in Fig. 6, the average sales function
crosses the actual sales function at 6 million pounds. Firms larger than t»s
size are predicted to receive below average price. Average price received per
pound of processed shrimp for the industry in 1972 was $1.68. This price <as
multiplied by different quantities of shrimp sold by individual firms to obtain
the average sales function for the industry  see Fig. 6!. The average sales
function given by Y = 1.68X  where Y = total sales in million of dollars
and X = total pounds sold in millions!, when compared with the actual sales

27

The average purchase function, intersecting the actual purchase function
at 8 million pounds, indicates pecuniary economies of scale for large firms
 Fig. 5!. Average price paid per pound of raw shrimp for the industry in
l972 was $1.47. The average industry price, multiplied by different quantities
of shrimp bought by each firm, gives the average industry purchase function.
This average purchase function, given by Y = 1.47, X  where Y = total purchases
in million of dollars and X = total purchases in millions of pounds!, ~hen
compared with the actual purchase function, given by Y = 1.59K - .015X  with
Y and X as defined above! shows smaller firms paying above and larger firms paying
below the average price for the industry.



Total
dollar

purchases
 millions!

36

32

28
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Total pounds bought  millions!

Figure 5.--Actual purchase function  Y ! compared with1

average purchase function  YZ! for the Florida
shrimp processing industry, 197Z
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Figure 6.--Actual sales function  Y ! compared with average
1

sales function  Y2!, 1972
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function given by Y = .56 + 1.58X  with Y and X defined as above!, reveals that
sroall firms receive! above average price and larger firms received below average
price. 'The net effect of this is discussed in the section on gross margins.

Lack of sufficient data impeded a test of the relationship between in-
ventories and price variations. Analysis of questionnaire responses suggests that
the Florida shrimp processing industry behaves according to the economi c
principle of an inverse relationship between inventory level and price level.
Inventories experience seasonal variation, with some firms holding none or
very low inventories during certain times of the year. No relationship was
found between inventory level and size of firms, and inventories as a percentage
of total sales showed no definite pattern.

Revenue and uantit sold. An important consideration in analysis of
pricing behavior was to determine the nature of the relationship between total
r evenue and the number of units of the specific type of product sold in
the market. This anyfysis establishes whether revenue differentials prevail
within the industry. ' It roust be reemphasized that the products included in
each total revenue estimate are not necessarily horoogeneous. Thus., any price
differential received by larger firms represents varied attributes of the product
in addition to volume. A complete explanation of price differentials between
firms would require an analysis of the entire U.S. shrimp market since Florida
alone does not determine O.S. prices.

The analysis suggests that total revenue per unit tends to remain constant
at all levels of quantity sold. The small number of observations for each
equation permits only tentative acceptance of these results. However, a total
revenue equation for all products, involving all firms in the industry presented
in the following section, yields slightly different results.

Total revenue and total purchase functions for the industry were developed.
Both functions were specified on raw product equivalents so that direct gross
margins calculations could be made. The estiroated equations provide a linear
total purchase function and curvilinear total revenue function  Fig . 7 ! . From
these two equations, gross margins were calculated at different quantity levels
of shr irop purchased for processing. Margins were computed by subtracti ng total
dollars paid for raw shrimp from total dollars received for finished products
divided by total pounds of raw product purchased.

Based on these computations, gross margins decrease as firms becoroe larger
 Fig. 8!. Several factors contribute to lower gross margins for large firms
relative to small firms. Larger firms experience pecuniary economies of scale
in purchasing  see Fig. 5!; buying below the average price paid by the industry

ll Linear and quadratic equations for tota'! revenue received i'rom each type
of product were estimated Ll]. The empirical evidence suggests that the quadratic
model is not suitable for the total revenue equations for all three types of
products When the quadratic coroponent is introduced, the coefficient of the
quadratic term is not statistically significant. Resu! ts of the linear equatiorl>,
however, are significantly different from zero at the .01 level in all three
equations.
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Figure 7.--Total revenue  TR! and total purchase  TP! functions
for shrimp processors in Florida, 1972
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Gross margins
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Figure B.--Gross margins for processed shrimp in Florida
estimated from the total revenue and total
purchase function, 1972
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offsets the lower margin to some extent. Productivity measures, discussed
below, suggest that annual average productivity per worker tends to increase as
the size of the firm increases. Consequently, large firms with technical and
pecuniary economies of scale may not receive a lower net margin than small firms,

Individual firm margins were not plotted in Fig. 8 because of the confidential
nature of the data. Actual margins of most firms fell near the estimated gross
margin function with the exception of a few small firms. Several of these small
firms fell considerably below the estimated margin due to special characteristics
of their operations. These include a large volume of green headless shrimp and
limited processing practices.

Product and Sales Strate ies

Product variation over time was analyzed by considering changes i n quality
or design that have occurred in recent years. Future plans for product varia-
tion were also considered.

Changes in quality or design have not occurred frequently in the past., but
they may increase in the near future. Two firms  one large and one medium!
have introduced new packages in the past few years. Four firms  one large, one
small, and two medium! have changed shrimp product quality, mainly by the use
of "better" ingredients. Two firms  one large and one small! have changed
packages or quality in products other than shrimp. Eight firms, however, intend
to pursue some of these activities in the near future.

Product variation i s related to the number of products processed by firms.
The wider the product line the more involved the firm tends to become in quality
and design changes. Firms dealing wi th green headless shrimp are not likely to
introduce new types of products or new packages. The same holds true for those
dealing wi th two products  green headless and breaded, and green headless and
peeled and deveined! and to some extent for those producing only breaded shrimp
products. Firms producing several types of products are most involved in
product variation, which suggests that product strategy is more important to
multi-product firms than to single- or two-product firms.

Research and Innovation

Industrial organization theory suggests that large firms compared with
small firms are generally more effective in making technological inventions
and adopting innovations. This hypothesi s was tested for the shrimp industry
by classifying firms according to the existence  yes! or absence  no! of a
research and development department, and according to size of firms Firms w«e
separated into two groups: those selling less than $2,500,000 in 1972  small
firms! and those selling $4,000,000 or more  medium and large firms!. Test
results indicate that research and innovation activities do not depend on size
of firms;12 large firms in this industry do not invent and innovate more than
small firms.

12 2
For n = 11, X = 1.621 and X = 2.702 .10
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No relationship was found between research and innovation activities and
type of firms. Five of the seven multi-product firms and three of the four
single-product firms invent and innovate  Table 13!.

Table 13. Research innovation and advertising activities by Florida shrimp
processing firms . by firm size and type, 1972

AdvertisingResearch and Innovations
Size of development

Type of Firm firm department Past Future Department Activities

Multi-product

Multi-product

Multi � product

Multi-product

Multi-product

Multi-product

Multi-product

Single-product

Single-product

Single-product

Single-product

Large

Large

Medium

Yes Yes Yes Yes Yes

No YesYes Yes Yes

YesYesYesYes Yes

YesMedium

Medium

Medium

Yes Yes Yes Yes

Yes YesNo No

No YesYes No Yes

NoSmall

Medium

NoNo

NoYes NoYes Yes

YesSmall

Small

Yes Yes Yes

Yes Yes Yes Yes

Small No No No

Sales Promotion

A comparison of advertising activities to firm type reveals that multi-
product firms are more likely to advertise their products than are single-
product firms. Six of the seven multi-product firms and two of the four
single-product firms do some type of advertising  TabIe 13!.

Upon testing, no significa~ relationship between advertising activities
and size of firms was revealed. Large firms usually do not advertise more
than small firms in this industry.

Finally, the research shows that firms tend to be engaged in research,
innovation, and advertising activities simultaneously. This result could be

13 2For n - ll, X = l.621 and X 10 � 2,702

According to processor responses, the hypothesis that fewness of sellers
stimulates more incentives to advertise than a large nu~ber of sellers is only
partially true in the Florida shrimp processing industry. Thrity-eight percent
of the firms do not advertise at all.



expected since firms engaged in research and innovation activities would need
to promote new products by advertising.

Productivity was measured by using the percentage of plant capacity
utilized and employment in 1972 to determine worker productivity for each firm,
This analysis was also extended to each type of product processed and to each
group of firms with the same product lines.

Based upon a comparison of 1972 production with plant capacity, all
firms are substantially under utilizing their plants and the industry is utilizing
only 55 percent of total plant capacity  Table 14!. According to processors,
lack of raw shrimp for processing is the main obstacle to higher plant
utilization.

Table 14. Plant capacity and production in the Florida shrimp processing
i ndus try, by f i rm s i ze, 1972

Annua1 pl ant
capacity

in pounds

Total 1972

production
in pounds

Plant capacity
utilization

Size
of firms

nnp1/00 --- Percent

75%

6D

Smal 1

Medium
c

53Large

All firms 55

a
This includes only firms answering the questions.

b
@hen plant capacity was given per day, it was multiplied by 300 days.

c Does not include one firm moving to a new plant.

Contrary to passible hypotheses, an inverse relationship seems to exist between
plant capacity utilization and size of firm and secure supply. Some smal 1 firms
utilize more of their plant capacity than large firms. No small firms had a
secure supply while all large firms did. Some medium size firms did and s»e
did not have a secure supply. Some firms with a secure supply uti I ize less
plant capacity than some firms without a secure supply  Table I5!.

Worker productivity varies greatly by product lines, which makes analysis
among all firms within the industry less meaningful  Table 16!. LIhen subgrouped

35

2,541

12,736

39,400

54,677

3,400

21, 000

75,000

99,400



Table 15. Plant capacity utilization related to firm size and secure source
of supply in the Florida shrimp processing industry, 1972

Capac i ty
utilized

Size
of firm

Secure

supply

Percent

NoSmall

Yes

Yes

Table 16. Annual average worker productivity by product type in the Florida
shrimp processing industry, 1972

Worker

productivity
Total number

of workers
Pounds

processedType of product

Pounds

1 3,819,000Peeled, deveined,
and cooked

8,2011,685

2,268

2,360

47 .983,000

74,767,206

21,156

31,681

Breaded

Industry

by product lines  Table 17!, firms show a direct relationship between product
line and productivity. Productivity increases as the number of products pro-
cessed increases. This also suggests the possibility of a relationship
between productivity and size of firms with labor productivity increasing as the
firms become larger.
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Medium

Large
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Table 17. Annual average worker productivity by product line and firm size
in the Florida shrimp processing industry, 1972

Size
of firm

Worker

productivityProduct line*

Pounds

ger worker

17,352

19,428

30,625

33,035

35,008

Sma 1 1

Medium

Medium

Medium

Large

a,b,c

a, b, c, d

a, b, c, d, e

These are  a! green headless,  b! peeled and deveined,  c! breaded,
 d! cooked, and  e! specialty products, respectively.

Trends and Emer in Chan es

Several changes and problems are related to the present and future per-
formance of the Florida shrimp processing industry. Changes and problems in
sources of supply of raw products, labor, transportation, location and com-
position of customers, and the establishment of preprocessing or processing
facilities outside of Florida or the U.S. were analyzed.

Sources of supply of raw products are by far the mast important limiting
factor facing this industry. In addition, this is expected to be a greater
problem in the near future. To the question "Are your sources of supply now
different than before?" seven processors answered "no." Six processors
answered "yes" and indicated that they were unable to purchase a sufficient
quanti ty of Florida shrimp and consequently had to seek other sources. This
shortage accompanied by low cost foreign labor and a shortage of even relatively
high cost local labor, has perpetuated increased importation of partially
processed  peeled and deveined! frozen shrimp. Only one processor has changed
his source of supply from foreign to more local.

With the exception of four firms, one buying from Florida and three from
foreign sources, processors f'oresee major changes in their sourres of raw shrimp
supply. Eleven processors believe that raw product procurement is becoming
critical and that future supplies will have to be purchased from foreign sources.
It is difficult to predict how much shrimp will be available in the future
because of the Japanese and other countries are intensifying their purchases of
shrimp worldwide and are thus affecting U.S. buyers in every market. Increased
consumption in foreign countries has driven prices up considerably and changed
the availability of raw shrimp from these markets. These conditions will affect
the Florida shrimp processing industry as prices continue to rise due to

37



insufficient raw product supplies and an intensified need to import. Higher
and rising prices make it extremely difficult to arrive at supply agreements
of any kind, even informal, wi th the result that no security is available
for most shrimp processors buying in world markets.

Labor

Though in most cases the supply of labor does not limit firm growth,
it causes processors difficulties and may become critical in the future if more
raw shrimp for processing become available. Eleven processors did not
recognize the supply of labor as a major problem at present though they
have difficulties hiring people to fill positions on production lines. This
problem will increase if more shrimp from foreign sources become available for
processing in the future. One large firm, for example, hired 250 employees
out of 750 applicants when they began operations several years ago but now
must hire nearly every applicant berause of turnover and fewer applicants.
This same firm experienced a 900 percent turnover in 1972 for 40 percent of its
total employment, e.g., 40 percent of the positions were filled an average of
nine times each. These labor problems are forcing the firm to become more mechanized.
Three fi rms believe that the supply of labor is extremely scarce at present and
impedes their business growth. For some firms the labor problem may constitute
an inducement to import and to become engaged in processing activities in foreign
countries.

Transportation problems or changes are few and not foreseen in the future
by the majori ty of the processors either in bringing the raw product to the
plants or in delivering finished products. Raw product transportation methods
have not changed over the past few years. However, the fuel shortage is con-
sidered to be a major issue that may affect transportation availability in the
future. No other changes are foreseen, implying that firms will continue to
utilize carriers or their own trucks for bringing raw shrimp to their plants.

For delivery of finished products, 12 processors have not experienced
changes in recent years while three processors have. One of the four shifted
from railroad transportation to a contract with a trucking company. Another
firm is experiencing problems in finding trucks and cannot obtain good service.
The third firm, dealing with green headless shrimp, once owned trucks but is
now using common carriers. More changes in the future, however, were not
foreseen when the interviews were taken. This was before the fuel crisi s .

Customers

Changes in customer location and/or composition  institutional or retail!
are not foreseen by the great majority of Florida shrimp processors. Ten firms
confirm this position while two believe that they may change to more institutional
or retail outlets, depending on the price of shrimp. One processor foresees an
increase in sales of processed shrimp to institutional markets now buying mainly
fresh and unprocessed frozen shrimp.

Facilities Outside Florida

The establishment of pre-processing or processing facilities outside
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Florida is closely related to the scarcity of labor and raw shrimp for processing
and is a potential concern for the industry. A few large firms with control over
raw supply established facilities outside Florida during the 1950s. The purpose
was to achieve improved access to raw supply where the growing scarcity of
Florida's raw supply and the existence of lower cost foreign labor were motivating
factors. One Florida firm went to Trinidad during the 1950s to locate more
shrimp and is presently in partnership with a Trinidad plant that freezes green
headless shrimp and produces peeled and deveined shrimp products. Another
firm established a plant in Ecuador during 1962-63 in cooperation with the
Ecuadorian government but could not obtain adequate raw product supplies, which
caused discontinuance of the business. Two firms are part of multi-plant
operations having many seafood and other processing plants throughout the U.S.,
but only one processes shrimp and was establ i shed long before thei r Fl ori da
business began. Repetitions may occur in the case of a relatively small firm
that went bankrupt because it lacked capital for its new Florida plant under
construction. This firm did not try to stay in Florida and preferred to transfer
its business to Honduras where raw supply and labor are more readily avai lable
than in Florida.

Priorit Problems

Similar responses were obtained to the question about what processors
consider to be the most important problem of the Florida shrimp processing
industry at present. These were scarcity and high prices of raw shrimp and
the labor shortage. Lack of raw products as well as increasing prices are
recognized as major problems for thi s industry presently. One concern is the
worldwide Japanese competition; dollar devaluations have given the Japanese an
extra edge against U.S. buyers of raw shrimp. The labor shortage at all levels
is also a major problem that may become critical, particularly if all plants
were able to expand raw supply for processing to full capacity levels. Other
problems mentioned were government intervention  all processors are against price
controls!, interest costs for borrowed money, and pollution regulations that
are not standard between ports.
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Conclusions and Im lications

Several important conclusions can be drawn concerning the evolving market
structure and performance of the shrimp processing industry i n Florida. A
highly concentrated market is evidenced by the largest two and largest eight
firms controlling 51 and 95 percent, respectively, of total industry sales in
1972. Entry and exi t patterns duri ng the 1961-71 period reveal a trend toward
increased concentration in both processing and handling of shrimp.

Contributing to the impact of market concentration are the market coordina-
tion conditions of the shrimp processing industry. About half of the firms
are involved in one or more forms of vertical integration with six of the
seven largest firms integrated into ownership or control of raw supplies.
Horizontal integration is less corrlion.

Productivity, as an important measure of performance, reveals that most
firms substantially underuti lize plant capacity. The i ndustry utilizes only
55 percent of plant capacity with lack of raw shrimp being the main obstacle.
Plant capacity utilization was found to be inversely related to si ze of fi rms
and the inability to obtain a secure supply.

Gross margins tend to be smaller for larger firms than smaller firms.
These are probably offset by pecuniary and technical economies of scale
experienced by large firms, which may suggest that net margins differ little
between large and small firms.

Source of supply of raw products is by far the most limiting factor faced
by the industry. Further pressure on available supplies is expected in the
near future, Raw product procurement from domestic sources is becoming critical,
and purchasing in the highly competitive foreign market is increasingly
necessary. This may affect the industry drastically by forcing some firms out
of business whi]e increasing prices of finished products substantial ly.

Labor supply, though not limiting present growth, causes processors some
concern. It may become critical in the future if more raw shrimp for processing
become available. For some firms, the labor problem may constitute an inducement
to import, and to become engaged in processing activities in foreign countries.
Though not true at present, labor supply may become a major competitive problem
in the future.

Some general implications can be drawn from this study concerning future
investments in the shrimp processing industry. An important consideration is the
procurement of raw supplies. Since the future depends on non-Florida supplies,
small firms may be more likely to succeed if they produce specialty products,
sell in isolated markets or develop forward integration from shrimp fishing
operations. This research has shown that successful small firms in the industry
display one or more of these characteristics. Those not following this behavior
have left the industry or may be forced to do so in the future. Large shrimp
processing fi rms selling general lines were shown to operate on narrower gross
margi ns than smaller firms. To be competitive, firms desiring to sell a general
line of shrimp products must be sufficiently large to achieve the economi es of
scale in purchasing and processing presently experienced by large firms. how-
ever, avai labi li ty of raw supplies may limit entrance of very large firms.



Appendi x

SURVEY Of SHRIMP PROCESSING INDUSTRY IN FLORIDA
 ab brevi a ted form!

I. SUPPLY SOURCES

A. Facilities

1. Do you own your own boats: If yes, how many?
2. Do you have an agreement with boat owners for exclusive access

to their catch? Explain.
3. Do you own any unloading facilities? Please describe them.

B. Shrinl landed in Florida orts b U.S. fishin boats:

C. Other U.S. landin s b U.S. fishin boats:
Raw Product Form, State Landed, Size, Annual Pounds, and Annual Dollars.

Raw Product. Form, Annual Pounds, and Annual Dollars.D.

E. Reasons for bu in from these different sources:

Why do you buy  cost, quality, availability, size, etc.!:
1. Florida shrimp?
Z. Other U.S. shrimp?
3. Foreign shrimp?

B ' h

telephone, own agents: employees or contractural
arrangement, etc.!:
1. Florida shrimp?
2. Other U.S. shrimp?
3. Foreign shrimp?

F.

G. Channels:
Channels when buying Florida, other LI.S. and foreign shrimp:

Annual Pounds and Dollars for:
a. Fresh, heads off
b. Fresh, heads on
c. Frozen  Florida landings!
d. Frozen  not specific!
e.

Do you buy directly from:
a. Fishing fleet
b. Unloading house
c. Who l esal er
d. Broker
e. Other

X or lbs.
5 or lbs.

5 or lbs.
X or lbs.
X or lbs.



H. Reasons for bu in throu h these channels:

Why do you prefer the channels you employ when buying:
l. Florida shrimp?
2. Other V.S. shrimp?
3. Foreign shrimp?

I. Price determination:

How are prices determined when buying:
1. Florida shrimp?
2. Other U.S. shrimp?
3. Foreign shrimp?

J. T e and ownershi

1. Indicate type and ownership of transportation when bringing Florida,
other U.S. and foreign shrimp to your plant.

2.  aj Is it different now than before?
 b! Do you foresee any changes?

K. ~Price aid:

When you buy Florida, other U.S. and foreign shrimp do you pay a price
equal to:
a. FOB original location
b. FOB your plant
c. Other

L. Lan~din s of sbrim b firm's boats:

l. If you have your own boats, do you land shrimp in Florida'? If
yes, indicate.
a. Annual pounds
b. Annual dollars

If you have your own boats, do you land shrimp in U.S. ports other
than F'Iorida's? If your answer is Yes, indicate:
a. State
b. Annual pounds
c. Annual dollars

3. If you have your own boats, do you land shrimp in foreign ports?
If your answer is Yes, indicate:
a. Country
b. Annual pounds
c. Annual dollars

N. Reasons for those landin s:
l. Why do you land in other U.S. ports?
2, Do you ship these shrimp to Florida for processing by your firm?

If Yes, explain. If No, where do you sell it?
3. Why do you land shrimp in foreign ports?
4. Are your sources of supply of raw products different now than

before?
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I I. PROCESS I NG

~ere ent

III. SALES

2.

3.

l.

2.

3.

4.

5.
6.

7.
8.
9.

10.

11.

What percentage of your business, in dollars, deals with shrimp?
X of total sales.

If you handle other products, indicate: Product and X of total dollar
sales.
Product line: Type of product, annual pounds, and annual dollars:
a. Raw, headless
b, Peeled and deveined
c. Breaded
a . Indicate what percentage of your shrimp output i s label ed under

b. How many labels do you have: If more than one, explain
reasons:

c. Do you process for "other" private labels? Explain.
Do you have your own recipe?
What is your total employment? average/year
What percentage of these employees work with shrimp'?
Do you produce your own breading material? Explain
Do you produce your own boxes? Explain
What do you do with your waste product' ?
a. Throw it away
b. Sell it as is
c. Process it
What product is processed from the waste material?
Do you process i t because it is profitable or because you have to
comply with pollution regulations or other types of regulations?
Do you have any problem selling it?
Does your fi rm have any pre-processing or processi ng faciii ties outsi de
of Florida or the U.S.?
a . If wi thi n the U. S., indicate: Location, date established, annual

pounds, annual dollars, type of processing, and customers.
Why did you establish such facilities?

b. If outside the U.S , do you bring these s hrimp to this plant for
further processing? If not, what do you do with it'? Why did you
establish such facilities?

c. If your answer is No, do you intend to establish such facilities
either in other states or outside the LI.S.? Explain where and
why.

What is your average inventory?
a. Finished products
b. Raw products

What percentage of your products enter institutional and retail mar kets,
and what percentage goes to various regions of the U.S,?
Do you sell the same type of product in the same proportions in all
your major markets?
If No, what is the distribution of your products by region.
Through what channels do you sell your products?
 Own agents, wholesalers, etc.!.
Do you own any retail outIets?
When delivering your products, your firm:
a. Uses its own trucks

b. Contracts to haul all its products
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IV. PRODOCT DIFFERENTIATION

II. GROWTH

44

l.
2.

3.
4.
5.

6.

7.

8.

9.
10.

11.

12.

13.

c. Uses other trucks without contract
d. The buyer transports it

Is it different now than before?
Oo you foresee any changes?

If the product deteriorates, do you stand the loss?
If Yes, do you have any insurance? Explain.
How are prices determined for your products?

Does you firm have a department or person responsible for product
di f f erentiati on acti v i ti es?
Is your firm engaged in any type of advertising?
Please explain.
Has your firm introduced a new product or a different qua'tity of
product or a new package within:
a. The last year Specify:
b. The last 5 years Specify:
c. The last 10 years Spec i fy:

Date firm was established.
Had established firms any control of superior production techniques
 i.e., patents! at that time?
How much overall capital did you invest' at that time?
How much capital have you invested since that time?
Do you intend to invest in new facilities or equipment in the near
future? Explain.
How does the scarcity of sources of supply or the supply of labor
af feet potential entrants'?
Are labor costs or the supply of labor limiting growth of your
business?
What is the plant capacity of your firm?
Are you able to utilize all your plant capacity?
If your answer is No, what are the limiting factors that impede your
plant from running at full capacity?
Do you foresee any changes and problems in your sources of supply?
Oo you foresee any changes in the location and/or type of your
customers' ?
If your answers to 9 and/or 10 are Yes, how is it going to affect
your business' ?
What do you consider to be the most serious problem for Florida's
shrimp processing industry at present?
Oo you have any suggestion for governmental action that could improve
your ability to compete with processors in other states or countries?
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