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SUMMARY

As one component of a larger effort to better understand the pressures of glob-
al seafood demand on marine resources, this study explores the implications of
the dried seafood trade centered in Chinese and Southeast Asian markets. Using
Hong Kong, the region’s largest entrepot, as a focal point, products selected for
study included those that could be identified and to some extent quantified in
available trade records, and those that were not being studied by other
researchers. This report presents a pilot study characterizing the trade in shark
fins, abalone, béche-de-mer, fish maw and dried whole fish in terms of volume,
source locations, species composition, price, trade structure, and trader atti-
tudes. An assessment of the usefulness of existing information and the data
gaps that most critically limit understanding is also provided.

Trade statistics compiled by the Hong Kong Special Administrative Region
Government were used to identify trends in imports and re-exports between
1996 and 2000. Shark fin trade statistics were found to require adjustment to
account for double counting of shipments and water content of frozen fins, but
nevertheless showed an exponential rate of growth of 5% per year. It was also
discovered that shark fins from European exporters now dominate the import
market. In contrast, imports of abalone, béche-de-mer and dried fish products
have either remained stable or diminished, in some cases reflecting a decline in
consumer demand.

Hong Kong customs records were compared with those from key trading
partners (Mainland China, Taiwan, Singapore and Japan) to identify any con-
sistent bias and assess the magnitude of variation (i.e., error). A meta-analysis
was conducted and revealed that Hong Kong’s declared quantities are almost
always higher, and thus are assumed to be more accurate. Major discrepancies
were identified between Hong Kong and Mainland China records for shark
fins, suggesting that Mainland imports may be severely under-reported. The
tendency for under-reporting in the Hong Kong data was also noted but can-
not be evaluated using any available data.

In contrast to national customs statistics, global and regional databases
aggregate the data at a higher level which provides a broader perspective on the
trade but may over-simplify product categories and mask small-scale patterns.
A comparison of national and regional/global statistics aimed to link the two
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types of databases, allowing national features to be tracked upward to regional
or global levels, and international trends to be traced to individual country’s
contributions. Findings indicated that regional and global databases often
perpetuate under-reporting biases and thus do not accurately portray traded
volumes. Therefore, estimates of global trade volumes are best based on product-
specific compilation of appropriately adjusted national statistics.

This study also investigated the business practices of the dried seafood indus-
try in Hong Kong through market observations and trader interviews. The
results of this effort, which provide unique insights into trade operations and
sentiments, are based on market reconnaissance surveys and 23 structured and
numerous unstructured interviews with dried seafood traders during the period
December 2000 to July 2001. Information on market structure and the atti-
tudes and outlooks of traders assists in interpreting the behavior of the market
in response to harvest, economic and regulatory factors and suggests leverage
points where conservation influence can be exerted. In the case of dried seafood
products, consumer education campaigns appear to be particularly promising
means of achieving marine conservation.

Identified biases in trade data and potential correction factors developed in
this study can be applied to provide a more realistic portrayal of extraction
rates, particularly when catch or harvest rates are unavailable from source
countries. Recommendations for improved trade monitoring can be imple-
mented to provide important tools for future marine resource management and
conservation decisions.
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Section 1:

INTRODUCTION

The Need for Trade Characterization and Monitoring

Unlike most of our dietary choices, consumption of seafood has direct implica-
tions for global biodiversity. Across the globe, marine populations are under
siege as harvest pressures decimate stocks, degrade ecosystems and ensnare
communities and businesses in a spiral of extraction and depletion. In the
majority of cases, management systems have failed to stem this decline, and one
of the only areas of consensus is that existing systems must be improved if bio-
diversity is to be maintained and sustainable use achieved.

Management of marine populations faces many of the problems inherent in
management of other animal populations but the further complications arising
from a vast, transient and technically challenging ocean environment are par-
ticularly formidable. Catch and effort statistics, long the foundation of stock
assessment and management, are absent or lacking in many areas and for many
species. Incidental mortality, arising from discarding bycatch or habitat dam-
age, can be substantial, particularly as harvest pressures increase, but is largely
unquantifiable. Many recent advances in marine resource management have
focused on improving management tools, including treatment of uncertainty in
models, ecosystem management approaches, and greater involvement of local
stakeholders. However, the extent of the threats to some species still cannot be
assessed on the basis of existing data and systems, and problems with under-
reporting and illegal, unreported and unregulated (IUU) fishing, will not be
solved in the near future.

Trade data are often dismissed as inaccurate and not related to biological
management units such as stocks or species, but these drawbacks are similar
to those inherent in other available data (e.g., some catch data). This study
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sets aside these traditional criticisms of trade data in order to conduct a pilot
test of several market characterization and estimation methods for a specific
seafood sector to determine if otherwise unavailable and management-
relevant information can be generated. As documented in other trade-based
studies, such as those undertaken by TRAFFIC, in the absence of reliable
catch statistics from many areas of the world ocean, compilation and analy-
sis of trade data at a minimum provides a useful means of tracking relative
extraction rates over time. A trade-based analysis can also provide an estimate
of the numbers of organisms utilized, particularly in cases where organisms
are marketed in whole form, and where provenance is documented, area-
specific extraction rates can be derived. Market-based studies also have the
advantage of providing insight into the pressures exerted by traders and con-
sumers. This allows more informed projection of future trends as well as iden-
tifies areas where influence can be exerted through, for example, enforcement,
labeling or education.

This study therefore aims to explore and assess trade-based sources of infor-
mation, and propose new methods and analytical tools, that can facilitate
future monitoring of species of concern and provide a foundation for necessary
conservation actions. While trade assessment may never be a substitute for cur-
rent resource management tools, the consequences of failing to implement more
effective management systems require that all potentially useful methods be
thoroughly examined.

Changes in the Global Seafood Trade and the Role of East Asian Demand
Recent decades’ innovations in food processing technology, improvements in
cargo transport, and incentives toward an increasingly globalized economy
have radically transformed the world’s seafood trade. In most developed coun-
tries, distinctly local seafood products reflecting regional supplies and tastes
have been augmented by an impressive array of species from far-flung fisheries.
While a boon to adventurous gourmets, this increasing diversity of fisheries
products has in many cases disguised stock declines in once-common seafood
species, thus cushioning consumers from the scarcity and price effects of over-
fishing. To keep pace with the demands for this wide variety of seafoods, sup-
pliers scour the oceans for additional harvest capacity in present and potential
fisheries, deploying capital, technology and political leverage. Meanwhile, in
developing countries, local fisheries resources previously used only as subsis-
tence protein or ignored altogether, are now being fished to supply interna-
tional markets, resulting in gains in foreign currency but losses to the local food
base and ecosystem.

East Asia strongly influences this global seafood demand. The traditional
importance of fisheries products in the diet and as health tonics/medicines, as
well as the increasing buying power and standards of living as its economies
develop, have resulted in some East Asian countries ranking amongst the
world’s highest in per capita seafood consumption. Examination of consump-
tion rates in a selection of East Asian and Western countries with known affini-
ties for seafood (Figure 1.1) reveals that while levels of consumption have
remained steady in developed East Asian and Western countries (e.g., Japan,
Norway, the United Kingdom and the United States), a substantial increase in
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seafood consumption has occurred in East Asian countries (e.g. China,

Malaysia, and Thailand) undergoing rapid economic expansion in the mid to
late 1990s (FAO 2001a).

Figure 1.1 Seafood Consumption per Capita per Year
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When these trends are combined with population growth patterns (Figure 1.2) occurred in East

(FAO 2001a), particularly in the People’s Republic of China (PRC), the extent Asian countries

of the current and potential future East Asian demand for seafood is striking.

A recent analysis of the PRC’s national fisheries statistics, as reported to the undergoing rapid

United Nations (UN) Food and Agriculture Organization (FAO), indicates that .

catch rates may be inflated by as much as double the actual amount in order to economic

meet national production targets (Watson and Pauly 2001). While it is not clear expansion in the

whether seafood consumption figures may also be over-reported to FAO, the

scale of China’s demand is such that even a 50% reduction would still exert mid to late
1990s.

tremendous market pressures.

Figure 1.2 Total Seafood Consumption per Year (per capita x population)
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In parallel with the increase in consumer demand in East Asian countries,
local resources have suffered from overfishing, as well as the effects of coastal
development and associated pollution (Pitcher et al 2000). Although China
(including Taiwan) and Japan still rank within the top § seafood-producing
countries of the world (FAO 2001a), the fisheries resources in waters sur-
rounding these countries are under severe pressure: 58% of fish stocks of the
Western Central Pacific (Gulf of Thailand and the Philippines to Fiji) and 70%
of fish stocks in the Northwest Pacific (northern South China Sea to Siberia)
are considered to be exploited at, or beyond, their maximum sustainable yield
(FAO 2000). As a result, East Asia’s growing demand for fish protein is increas-
ingly being met through a combination of aqua/mariculture and distant water
fishing (FAO 2000, Conover and Dong 1998b, pers. ob.! ).

Characterization of the East Asian Seafood Market

East Asian tastes in seafood vary widely but can be broadly split into a
Northeast Asia market, based in Tokyo and supplied by Japanese, Taiwanese
and Korean fleets, and a Southeast Asia market with key entrepots in Hong
Kong and Singapore. The key products in these two markets are easily distin-
guished. While the upper end of the Northeast Asia market focuses on tuna,
usually transported in fresh or frozen form and served raw, the Southeast Asian
markets, particularly Chinese consumers, find this fish too oily and coarse for
their taste. Instead, Chinese and Southeast Asian haute cuisine values large reef
fishes, such as groupers, which are usually transported in live form and steamed
to maintain the delicate flavor. With depletion of both tuna and reef fish stocks
near the major markets, supplies are now dependent on capital-intensive, dis-
tant water fishing operations and dedicated product handling chains to main-
tain quality during extended transport.

In contrast to these high profile seafood products, dried seafood products are
usually cheaply sourced and transported, and require little special care. The
popularity of these products, particularly in the Southeast Asian market, dates
back to the time when consumers could not afford expensive seafoods. In addi-
tion, refrigeration was not commonly available and sun drying of seafood pro-
vided a low-cost means of preserving quality during shipment and prior to use.
Chinese and Southeast Asian cuisine utilizes dried fish in whole form and as fil-
lets, fish maws (swim bladders), skin and bones; dried mollusks such as
abalones, scallops, and oysters; dried crustaceans including several species of
shrimp; and dried echinoderms (sea cucumbers or béche-de-mer). Today dried
seafood is considered a traditional or even old-fashioned taste, and it appears
that in more urban and cosmopolitan environments, fresh, frozen or ready-pre-
pared seafoods are gaining in popularity. Regional databases confirm the per-
centage of marine fish catches processed into dried forms has dropped in recent
years from 20% to 5% (SEAFDEC 1999, 2000, 2001).

Some dried marine organisms are consumed in the belief that they will con-
vey a health benefit (either as a medicine or tonic) and/or because consumption
is traditionally auspicious. Seahorses and pipefishes, both belonging to the fam-
ily Syngnathidae, are a common ingredient in Traditional Chinese Medicine
(TCM) remedies for a variety of ailments (Vincent 1996). Although traders and
consumers sometimes cite health benefits associated with the consumption of
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shark fins, and the use of shark products within TCM has a lengthy and well-
documented history (Rose 1996), shark fins are more commonly served in
restaurants than dispensed by TCM practitioners. This is also true for sea
cucumbers and fish maws. Therefore, while these products may be placed at
varying distances along the spectrum of foods, tonics and medicines they share
a common derivation (ie marine fisheries), and raise similar management and
sustainable use issues, regardless of the motivation for consumption.

Scope and Purpose of this Study

For the reasons described above, the Southeast Asian seafood market is highly
distinctive due to its preferences for live reef fish and the range and quantity of
dried seafood items. The trading center of Hong Kong is at the heart of both
these trades. Hong Kong and Singapore annually vie for the accolade of world’s
busiest port, but it is Hong Kong’s ability to serve as a conduit of goods to the
Mainland China hinterland that allows it to dominate these seafood trades.
Several recent and ongoing studies have chosen Hong Kong as a base from
which to study the live reef fish trade (Lee and Sadovy 1998; Lau and Parry-
Jones 1999; Chan 2000), and both Project Seahorse and TRAFFIC East Asia are
currently engaged in studies of the marine medicinals trade in Hong Kong.

The purpose of the research described in this report is to conduct a pilot
study of the production, distribution and marketing of dried seafood products
using the Hong Kong trade as a focal point. The study was designed to be
undertaken as a supplement to an ongoing research project on the shark fin
trade in Hong Kong and as such, was structured to capitalize on opportunities
presented by the larger study and thereby maximize limited resources. The
products of this research may be used in conjunction with a broader parallel
study, entitled ‘Mapping the Global Fisheries and Seafood Sectors’, also spon-
sored by the David and Lucile Packard Foundation, to identify opportunities
for positive and constructive change in marine fisheries management.

The specific objectives of this study are as follows:
¢ Characterize selected dried seafood products in terms of:
- volume of trade
- species utilized and types of uses
- source locations and fisheries
- business structure of the fisheries
- purchasing and distribution chains including transshipment points
- location of markets
- pricing and trends in demand
- trader and consumer attitudes;
¢ Describe the usefulness of existing data sources;
® Highlight the data gaps which most critically limit current
understanding of the trade; and
¢ Explore the extent to which sourcing and distribution of each product
overlaps with other seafood products.

It is then intended that this trade assessment can be used, in conjunction with
information on population abundance and dynamics available from other

WILDLIFE CONSERVATION SOCIETY
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studies, to better understand the threats to dried seafood species arising from
market extraction. With the communication of more definitive methods and
findings for trade characterization to appropriate management bodies, and
potentially traders and consumers, the basis for sustainable management and
conservation of marine biodiversity is thus strengthened.

Format of this Report
The study methods, findings and conclusions are presented according to the fol-
lowing format in the remainder of this report:

® Section 2 describes how the key products were selected and provides his-
torical background on their use.

e Section 3 presents an analysis of the Hong Kong Customs Statistics, by
product, and lays the foundation for describing and quantifying the
trade flows in the region.

e Section 4 compares the quantities in Section 3 with import-export data
from key trading partners and illustrates the discrepancies in national
customs databases.

e Section § describes and synthesizes data available in other global and
regional databases to assess the proportion of the trade transiting Hong
Kong in recent years.

e Section 6 provides the results of 23 detailed surveys of dried seafood
retailers, and reconnaissance visits to another 46 shops/warehouses dur-
ing June — August 2001.

e Section 7 presents a discussion of the relevance of the findings for marine
conservation, an exploration of the potential overlaps between the dried
seafood trade and other trade in seafood products and marine medici-
nals, a review of data sources’ usefulness and reliability and associated
data gaps, and recommendations for improved trade monitoring and
documentation.

e Section 8 lists the references used in preparing the report.

¢ Appendices A,B,C, D, & E appear at www.wcs.org/science/workingpapers

! The Hong Kong SAR Government commissioned a study in 1999 to examine the fea-
sibility of converting its local fishery to a distant water fleet, based in part, on deple-
tion of local fisheries resources and indications of Mainland China’s success in a sim-

ilar program.
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Section 2:

PRODUCT SELECTION AND
HISTORICAL BACKGROUND

This study uses the trade in dried seafood products in Hong Kong as a basis for
examining regional characteristics and trends. In scoping the study it was there-
fore necessary to select products, which are sufficiently common, and can be
identified and to some extent quantified, in the Hong Kong market. Since the
primary source of quantitative data was expected to be the Hong Kong Special
Administrative Region (SAR) Government’s customs records, it was also essen-
tial to select products which were sufficiently distinct within Hong Kong’s com-
modity classification system. Based on a review of the commodity codes, a
number of dried marine products were readily distinguished and thus selected
for study including:

Sharks’ fins (‘Dried’);

Abalone (‘Dried, salted or in brine’);
Béche-de-mer (‘Dried, salted or in brine’);
Seahorses (‘Dried’);

Pipefishes (‘Dried’).

Preliminary interviews with shark fin traders indicated that frozen shark fins
are imported to Hong Kong under the category ‘Salted or in brine’ and are
immediately transshipped to Mainland China for drying and processing. Since
these fins are ultimately destined for a dried product form, Sharks’ fins (‘Salted
or in brine’) were added to the product list. Two other categories of dried
seafood: Fish (‘Dried’); and Shrimps and Prawns (‘Dried, salted or in brine, or

WILDLIFE CONSERVATION SOCIETY
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cooked by steaming or boiling in water, not frozen) were not initially selected for
study due to the lack of differentiation within the commodity codes on either a
taxonomic or product form basis.

This product list was, however, further modified prior to the initiation of
data gathering. The first modification comprised the inclusion of Dried Fish
in the list of products to be studied. Despite the lack of customs’ records
detail on taxonomy or product form (e.g. whole, fillets, fish maw, etc.), the
study team decided that, given the lack of information on the dried fish trade,
its inclusion in the study was warranted even if the level of detail of the analy-
sis for dried fish could not match the other products. The second modifica-
tion comprised the exclusion of seahorses and pipefishes from the study. This
modification was made at the request of Project Seahorse who are in the
process of updating their previous trade study (Vincent 1996) and expressed
concern that inclusion of Syngnathids in the surveys might confuse traders
who had already been interviewed for their study or otherwise complicate
their ongoing activities. The treatment of seahorses and pipefishes in this
study is thus confined to a brief discussion of the overlap between trade in
these products and other forms of dried seafood investigated by this study
(see Sections 6 and 7). Readers interested in updated and comprehensive
information on the trade in Syngngnathids are referred to Project Seahorse’s
forthcoming monograph.

Based on the considerations discussed above, the product list was finalized
to include dried and associated forms of sharks fins, béche-de-mer, abalone,
and dried fish. The following sections introduce each product in terms of its
history of use, the role of Hong Kong in the trade and associated conservation

issues or concerns.

Shark Fin

Shark fin, known in China as yu chi (pronounced ‘yu chur’ in Mandarin and
‘yu chee’ in Cantonese, English equivalent ‘fish wing’), is the key ingredient in
the eponymous celebratory dishes of shark fin soup and shark fin casserole,
prized by Chinese communities throughout the world (Figure 2.1).

Records of shark fins as a delicacy date to the Sung dynasty (960-1279 AD)!
and the dish was established as a traditional component of formal banquets by
the Ming dynasty (1368-1644 AD) (Anon. 1995, Rose 1996). Shark fins have
long been sourced through foreign trade and are recorded as one of the com-
ponents of the traditional economy of Borneo where Chinese merchants have
been trading for many centuries (Payne et al 2000). Within China, Guangdong
and Fujian provinces were the centers of shark fin culinary development, from
which evolved the technique of removing the golden-colored collagen fibers
lying between the cartilage (Figure 2.2) and forming ‘chi pian’ or fin cakes.
These fin cakes were subsequently boiled in chicken stock to produce the dis-
tinctive flavor of the dishes (Anon. 19935).

Serving shark fins at Chinese banquets remains today a very common cus-
tom: a recent survey of Hong Kong residents revealed that 85% of respondents
were served shark fin soup more than once per year, with 46% consuming the
delicacy more than 5 times per year (Ng 2000). Hong Kong, which serves as an
entrepOt for Mainland China, has been the center of the world trade in shark
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fins for many decades, with a large portion of the remaining trade transiting
Singapore (Kreuzer and Ahmed 1978, Parry-Jones 1996, Vannuccini 1999).
Estimates of Hong Kong’s share of world imports have varied between 50%
(Tanaka 1994, based on data through 1990) and 85% (Hooi in Vannuccini
1999, based on 1992 data). In either case, the global scope of the Hong Kong
trade is underscored by the finding that 125 countries or areas export shark fins
to Hong Kong (Parry-Jones 1996). Given the continuing economic develop-
ment and rising standards of living in Mainland China, it is expected that
demand for shark fin will grow over time and Hong Kong will continue to cap-
italize on its close trading links with the Mainland.

Figure 2.1 Typical shark fin display in Hong Kong’s Sai Yin Pun district. The large fins against
the wall are basking shark (Cetorhinus maximus) fins. The processed fins in boxes are sold
for up to $2,980 HK per catty? ($633 US per kg).

The low demand for shark meat, and the fluctuating markets for other shark
products (i.e. skin, liver oil, cartilage, and teeth), with changes in fashion, med-
ical knowledge and the availability of substitutes (Clarke, in prep.), make it
likely that the demand for fins is increasingly driving shark mortality. Shark
fins, particularly those from highly desirable species, are some of the most
expensive seafood products in the world and commonly retail for over $400 US
per kg in Hong Kong (Parry-Jones 1996). No definitive study of the species
composition of the trade has been published, although knowledgeable traders
in Hong Kong indicate that approximately 30-40 species’ fins are useable (Hooi
in Vannuccini 1999; Clarke, pers. comm. with several traders, 2001).
Documentation of the proliferation of finning (i.e., removing the fins and dis-
carding the carcass at sea) in some fisheries (Camhi 1999) and concerns regard-
ing wastage in shark fisheries (WildAid 2001) have recently led to national bans
on shark finning in United States waters (U.S. Public Law 106-557) and the
tuna fisheries of Australia (Rose and McLoughlin 2002).

Regardless of finning prohibitions, there are very few jurisdictions world-
wide which limit the numbers of sharks caught. Trade regulations for shark
products under the Convention on International Trade in Endangered Species
of Wild Fauna and Flora (CITES) were first implemented in 2000 when the
basking shark (Cetorbinus maximus) was listed by the United Kingdom, and
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Figure 2.3 Dried abalone for
sale in Hong Kong. The prod-
uct in the jar on the left
retails for $781 US per kg.
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subsequently in 2001, the great white shark (Carcharodon carcharias) was listed
by Australia on CITES Appendix III. These listings require export/import licenses
between the listing state and any other country party to CITES for trade in that
species. In 2002, the basking shark and the whale shark (Rhincodon typus) were
listed on CITES Appendix II which requires trade monitoring and permitting by
all parties to CITES. The 2002 IUCN Red List includes 1 species of elasmobranch
in its Critically Endangered category, 9 species in its Endangered category and 12
species in its Vulnerable category (IUCN 2002).

Abalone

Natives of coastal China have undoubtedly consumed local species of abalone
(bao yu in Mandarin and Cantonese) for millennia, but the first historical account
of this seafood dates from the Han dynasty (206 BC — 220 AD). Records state
that while pursuing a coastal campaign against General Xiang Yu, Emperor Liu
Bang noticed fishermen eating an unfamiliar greenish mollusk. Emperor Liu Bang
developed a taste for the dish and incorporated it into official Han dynasty cui-
sine, as a result of which its fame and popularity spread. Abalone is still widely
enjoyed in Chinese cuisine, particularly at banquets and special occasions.
Recipes utilizing dried abalone (Figure 2.3) require 1-2 days of product pre-soak-
ing, followed by at least 12 hours of simmering, which may explain the popular-
ity of other forms, such as canned abalone, which require less preparation.

International trade in abalone dates as far back as at least the 1880s in
Tasmania where Chinese merchants were reported to be harvesting, drying and
exporting abalone to China (Prince and Shepherd 1992). South Africa began
canning abalone for the East Asian market as early as 1953 (Tarr 1992), and
Oman’s most expensive seafood product, the Omani abalone, has been dried
and exported for the Chinese market since at least the 1970s (Johnson et al
1992). As of the early 1990s, Japan and China were said to consume over 80%
of the world catch of abalone, with Japan demanding the premium products in
live, fresh and frozen form, and China, with Hong Kong as its entrep6t, import-
ing the bulk of canned and dried production (Oakes and Ponte 1996).
Commercial abalone products derive from at least 25 species (and subspecies)
of the genus Haliotis (Huang 1998). For the Chinese market, products are iden-
tified by brand name rather than species, and particular brands, which may
include a mix of species, are distinguished by product size, texture and meat
color (Oakes and Ponte 1996).

Conditions for abalone production are most favorable in temperate and sub-
tropical waters off Australia, Japan, Mexico, South Africa, the United States,
Canada, New Zealand, China and Taiwan. In most of these countries, howev-
er, overexploitation has occurred and strict management measures have been
implemented to sustain the remaining, limited harvests (Huang 1998, Prince
and Shepherd 1992, Tarr 1992, Oakes and Ponte 1996). The resulting declines
in supply are increasingly being met by cultured abalone products (Huang
1998) which generally command higher prices (Oakes and Ponte 1996), but the
difficulties in differentiating between legal wild-caught, poached, and cultured
products in trade statistics (Gordon 2000), complicate assessment of the rela-
tionship between trade quantities and population status. Although the United
States recently listed the white abalone (H. sorenseni) on the federal endangered
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species list, and several other species worldwide are proposed for similar list-
ings and/or protected by regulations, no abalone species are listed on the [TUCN
Red List of Threatened Species.

Béche-de-Mer

The origins of béche-de-mer (the common name for the dried body wall of sea
cucumbers) in Chinese cuisine are not well known. However, the history of
their commercial harvest dates back at least 1,000 years, and they were report-
edly exported to China by Papua New Guinea and New Caledonia as early as
the 18th and 19th centuries, respectively (Conand and Byrne 1993). Béche-de-
mer are known as hai shen in Mandarin, hoi sam in Cantonese, (English equiv-
alent ‘sea ginseng’) and served as a health tonic® as well as common celebrato-
ry dish at banquets (Jenkins and Mulliken 1999). There are several steps
involved in preparing the béche-de-mer for transport and storage, including
repeated boiling and drying (Conand and Byrne 1993), and several days of
soaking and washing to prepare the dried form for consumption (Jenkins and
Mulliken 1999).

Hong Kong has long been recognized as the world’s largest entrepot for
béche-de-mer (Sant 1995), and although Singapore and Taiwan also participate
in the trade, Hong Kong currently controls 80% of the global supply (Jaquemet
and Conand 1999). Traditionally, the lower-value products were shipped to
Hong Kong for re-export to Mainland China (Conand and Byrne 1993) but
there is some evidence that the price differentials are leveling as the high-end
market in China expands (Jaquemet and Conand 1999). While there are
approximately 1,200 species of sea cucumbers, only 300 of these can be utilized
as béche-de-mer (Sant 1995). Due to this wide diversity, there are many differ-
ent countries supplying the Hong Kong, Singapore and Taiwan markets, with
significant contributions from Indonesia (Conand and Byrne 1993), the
Philippines (Schoppe 2000) and a number of South Pacific island nations (Sant
1995). Collection of béche-de-mer is accomplished by hand or using spears in
shallow water, and via free diving or SCUBA in deeper waters (Sant 1995).
Despite some observations that the most expensive species in the Hong Kong
market is the spiked Japanese sea cucumber, Stichopus japonicus, there is no
clear consensus on consumer preferences for spiked or non-spiked product
forms (Jenkins and Mulliken 1999).

Factors such as the ease of collection, and the absence of a local history of
utilization and accompanying traditional resource management practices, have
caused many béche-de-mer fisheries to suffer from overexploitation. Examples
include declining production in Tuvalu (Conand 1996), Mexico (Perez-
Plascecia 1996), and Kenya (Samyn 2000), local depletions and/or size reduc-
tions in the Philippines (Schoppe 2000) and the Solomon Islands (Sant 1995),
repeated failures to meet exploitation quotas in Vanuatu (Jimmy 1996), and
overfishing with apparent recovery in Papua New Guinea (Lokani et al 1996).
Although depletion of sea cucumbers may be only a minor concern from an
ecosystem perspective, béche-de-mer fisheries have evolved to be an important
source of income for many otherwise resource-limited communities. For this
reason, increasing attention is being focused on monitoring the béche-de-mer
trade and on sustainable management of sea cucumber resources.

WILDLIFE CONSERVATION SOCIETY

Figure 2.4 Dried béche-de-
mer displayed in a Hong

Kong retail shop. Two sizes
of white teatfish (Holothuria
fuscogilva) are sold for $228-
$298 HK per catty ($48-63

US per kg), two sizes of

sandfish (H. scabra) are sold
for $288-$328 HK per catty

($61-70 us per kg), and
spiked béche-de-mer

(Stichopodidae) are sold for
$1,180 HK per catty ($251

US per kg).

19



Whole dried fish
products were
only favored by
the older gener-
ations of
Chinese and
those at lower
income levels
who maintain
their traditional
diet.

20

Dried Fish

The term ‘dried fish’ is used in this study to refer to dried products of teleost
(bony) fishes other than Syngnathids. Even by limiting the term in this way
there is a broad diversity of product forms (whole, skinless headed and gutted,
fillets, maws (literally fish stomachs but used in the trade to refer to fish swim
bladders), skin, bones) and wide range of species represented in the trade.

A recent market reconnaissance study in Hong Kong (Conover and Dong
1998a) found that the only form of dried fish product, excluding shark fin,
abalone and béche-de-mer, still commonly sold was fish maws (Figure 2.5). A
similar study of the Mainland China market found that whole dried fish prod-
ucts were only favored by the older generations of Chinese and those at lower
income levels who maintain their traditional diet (Conover and Dong 1998b).
While data collection under the present study encompassed both whole dried
fish and fish maws, the trade in Hong Kong concentrates primarily on maws
(Conover and Dong 1998a, and this study) as does the remainder of this back-

ground discussion.

In Mainland China and Hong Kong fish maws are most commonly referred
to as ‘yu du’ in Mandarin, ‘yu to’ in Cantonese, English equivalent ‘fish stom-
ach’. However, the terms ‘yu biao’ in Mandarin, ‘yu pix’ in Cantonese, English
equivalent “fish air bladder™® or ‘yu jizo’ in Mandarin, ‘yu kau’ in Cantonese,
English equivalent ‘fish glue’® may also be used. One of the oldest and most
famous dishes utilizing fish maw is ‘The Eight Immortals Crossing the Sea
Gamboling around the Arhat (Buddhist saint)’ dating from the Han dynasty
(206 BC — 220 AD). According to legend eight noble characters were asked to
swim across the East Sea in the company of an Arhat as a final test before gain-
ing immortality. The eight heroes are symbolized in the dish by fish maw, shark’s
fin, abalone, sea cucumber, shrimp, fishbone, asparagus and ham, and they are
steamed and served in eight sections with chicken in the center, representing the
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Arhat (Yu 2001). In most modern dishes, the fish maw is simply gently boiled
with other ingredients, often chicken, to prepare a soup or broth. As for many
other traditional foodstuffs, fish maws are believed to have medicinal properties
and are commonly recommended, particularly in winter, as a tonic for those
recovering from, or attempting to ward off, an illness (Lin 1939).

Foreign trade in fish maws to, or through, Hong Kong has been thriving for
many decades. In the 1930s, source countries were recorded as the East Indies
(Indonesia), Indo-China (Vietnam and Cambodia), Siam (Thailand), India and
America (Lin 1939) (Figure 2.6). Even earlier records indicate that fishermen
off Baja California were harpooning giant croaker or totoaba (Totoaba mac-
donaldi), harvesting the swim bladders for the China market, and discarding
the carcasses, often as large as 100 kg, to rot in the sun (Kira 2000). The con-
tinuation of Hong Kong as a trading center for fish maws is likely due to two
factors: the inability of local stocks to keep pace with demand, therefore requir-
ing trade; and the value of maws used as a tonic as well as a food, which pro-
vides an incentive and sufficient income for middleman traders. (In contrast,
the market for dried whole fish (mainly in Mainland China) is supplied largely
by domestic and PRC-flagged far seas fisheries (Conover and Dong 1998b),
thus bypassing trade in Hong Kong.)

Fish maws are produced from a variety of species, with species of croaker
being the most common. In general, the larger the species and individual, the
more valuable the fish maw will be. Maws from male fishes are more valuable
than those from female fishes, and those harvested in winter are also preferred
(Lin 1939). Early processing involves splitting open the maw, washing it and
drying it in the sun. During final processing maws will be re-washed and
bleached and the smaller maws will be fried for direct sale to restaurants. In food
preparation, a general guide to required quantities is that 1 catty of maw is ade-
quate for 30 servings of most dishes that require it. Prices for individual fish
maws in 1997 ranged from $101 US for a small maw to $127 US for a large
maw (Conover and Dong 1998a). At least one particularly large specimen of a
particularly valued species, the giant yellow croaker or Chinese bahaba (Bahaba
taipingensis) is said to be kept in a personal safe by an elderly Hong Kong resi-
dent as a form of wealth storage akin to gold (Sadovy and Cheung, In press).

Given the difficulty of determining the species of fishes used to produce fish
maws and whole dried fish (in part due to lack of taxon-specific documenta-
tion of international trade), it is not possible to provide a detailed discussion of
the conservation status of all species used in the dried fish trade. However, at
least two species have been granted some measure of protection, in part, due to
trade pressure. These include the totoaba (Totoaba macdonaldi) which was list-
ed under CITES Appendix I in 1977 and the giant yellow croaker or Chinese
bahaba (Bababa taipingensis) which has been listed as a ‘State Protected
Species’ by the Peoples’ Republic of China since 1988.
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! There are even earlier records (Tang Dynasty, 618-907 AD) of the use of shark prod-
ucts such as bile and skin in traditional Chinese medicine (Rose 1996).

2 The catty (jin’ in Mandarin) is a unit of weight originating in Malaysia and original-
ly equal to 604.79g. While this original equivalency is still used in some countries
including Hong Kong and Malaysia, other countries have simplified the conversion to
various degrees: 1 catty in Taiwan and Thailand equals 600g, while in Mainland
China 1 catty equals 500g to facilitate conversion to kilograms (see
www.unc.edu/~rowlett/units). All catty to metric conversions in this report use 1 catty =
604.79g.

3 Health benefits of béche-de-mer are said to include lowered blood pressure and aphro-
disiac properties (the latter reportedly arising from its ‘distinctly phallic appearance’)
(http://chinesefood.about.com/library/ blchineseing6.htm)

* This term is said to refer to the swim bladder of eel-like fishes only (see Section 5).

5 This term is also translated as “fish isinglass’, ‘isinglass’ being a transparent form of
gelatin found in the air bladders of certain fish, such as sturgeon, which is used to

make glue and other jellies.
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Section 3:

ANALYSIS OF HONG KONG IMPORI/
EXPORT AND RE-EXPORT STATISTICS

Introduction
As an entrepdt for many types of goods, trade is an essential component of
Hong Kong’s economy, and its importance is reflected in the attention devoted
to the compilation and maintenance of its trade statistics. The Hong Kong SAR
Government’s Census and Statistics Department is the repository of all customs
data. Import, export and re-export data in many different tabular formats can
be accessed free of charge in hard copy or on microfiche. Data are summarized
by month and by year to indicate quantity, value, country of origin, country of
consignment, and mode of transport. Importer/exporter and consignee for each
declaration are recorded, but public disclosure of these data is prohibited.
Hong Kong is a duty free port and thus, in theory, there should be little
incentive to underreport quantities or values of imports. However, many
imports are destined for re-export to Mainland China which does impose trade
tariffs on a wide variety of goods. Given that re-export may be immediate,
there may be some underreporting in Hong Kong customs documentation in
order to maintain consistency between import and re-export records and min-
imize re-export duties. The Hong Kong SAR Government’s Customs and Excise
Department (CED) does not disclose audit or inspection rates or corrections for
shipments of any seafood products. The most relevant available data on the
incidence of smuggling are the CED published statistics on smuggling of meat
(likely to be mainly pork) across the main border crossing at Lo Wu (CED
Information Officer Ms Chow, pers. comm., 2001 and CED website,
http://www.info.gov.hk/customs/statis). Although the Lo Wu crossing is known
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to be a route for smuggling of shark fins, it is difficult to identify any relation-
ship between the two products and thus further comparisons and investigations
of smuggled quantities were not attempted.

Despite these shortcomings, Hong Kong’s customs statistics represent one of
the most accurate and detailed data sources for quantifying trends in dried
seafood trade. The following sections describe and analyze these data for the
products of interest.

Commodity Codes

In 1998 Hong Kong adopted the Harmonized Commodity Description and
Coding System of the World Customs Organization, and also periodically revis-
es or adds commodity codes to their system. As a result, imports and exports
of the products considered under this study, during the timeframe 1996-2000,
may be classified under a number of different commodity codes. The relevant
commodity codes for the products investigated under this study are as follows:

Shark Fins (1996-1997)
0305-5920 Sharks’ fins, dried whether or not salted but not smoked
0305-6920 Sharks’ fins, salted or in brine but not dried or smoked

Shark Fins (1998-2000)

0305-5950 Sharks’ fins with or without skin, with cartilage, dried
whether or not salted but not smoked

0305-5960 Sharks’ fins with or without skin, without cartilage, dried
whether or not salted but not smoked

0305-6930 Sharks’ fins with or without skin with cartilage salted or in
brine but not dried or smoked

0305-6940 Sharks’ fins with or without skin without cartilage salted or
in brine but not dried or smoked

One of the key issues in analysis of shark fin customs data reported prior to
1998 is that in the older datasets there is no means of determining whether
imported shark fins are raw (with cartilage) or processed (without cartilage).
This is particularly important because fins are typically imported in raw form
to Hong Kong, shipped across the border (re-exported) to Mainland China for
processing, and then re-imported to Hong Kong for wholesale or retail sale.
Since imports and re-imports are not distinguished, if raw and processed fins
are not classified under separate codes, a large number of imported fins may be
double counted (counted as imported in raw form and then again when import-
ed in processed form). Therefore, although pre-1998 data can be adjusted to
minimize double counting, post-1998 data provide a more accurate estimation
of true import quantities of raw fins.

Abalone (1996-2000)
0307-9920 Abalone, dried, salted or in brine

The commodity code for abalone has remained consistent throughout the
period of interest (prior to 1992 the code was 0307-9930.9). However, the code
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does not allow for dried abalone to be distinguished from those which are salt-
ed or in brine, and is ambiguous with regard to canned abalone which con-
ceivably could be categorized under this code or under 1605-9010 ‘abalone,
prepared or preserved’.

Béche-de-Mer (1996-2000)
0307-9930 Béche-de-mer, dried, salted or in brine

A similar situation exists for béche-de-mer in that the code has remained
consistent but the dried form of the product cannot be clearly distinguished
from other forms. Other codes for béche-de-mer not considered under this
study include 0307-9940, ‘béche-de-mer and other aquatic invertebrates,
frozen’ and 1605-9090 ‘béche-de-mer and other crustaceans, mollusks and
aquatic invertebrates, prepared or preserved’. (Prior to 1992 the only code
available for béche-de-mer was 0307-9940.) The existence of these other codes
for béche-de-mer is less of an issue than for abalone, since most béche-de-mer
are imported in dried form.

Dried Fish (1996-2000)
0305-5990 Fish, dried

This highly generalized commodity code has been used in Hong Kong cus-
toms documentation for several years, although prior to 1992 separate codes
were available for freshwater dried fish (0305-5910), dried eels (0305-5920)
and other dried fish (0305-5990). As discussed in Section 2, dried fish may take
a variety of forms but based on observations in the Hong Kong market the

most common forms would be, in decreasing order by weight, fish maws, dried
whole fish, and dried fillets.

Analysis of Trends in Hong Kong’s Dried Shark Fin Trade

The introduction to the shark fin commodity codes in the previous section has
discussed why an analysis of recent shark fin import and export data will be
more accurate than analyses based on pre-1998 data. Since the change in com-
modity codes was initiated in the midst of the time series being examined in this
study, it was decided to utilize a longer time series and data from Parry-Jones
1996 were used to extend the time series backward to 1984 (Appendix A at
www.scw.org/science/workingpapers). The figures for imports reflect the report-
ed imports into Hong Kong less the dried fins imported from Mainland China
through 1997 (which were believed to be processed fins); from 1998 onward
imports reflect the sum of the reported ‘raw’ fin imports from all countries.

In addition to the analytical complexities introduced by the change in com-
modity codes, there are remaining difficulties associated with normalizing
‘dried’ versus ‘salted or in brine’ shark fins. Discussions with traders have indi-
cated that raw fins are only imported in dried or frozen form, and thus it is
expected that fins recorded under 0305-6930 (and perhaps 0305-6940) are in
frozen form. Therefore, when comparing these two types of fins, frozen weights
must be normalized to dried weights. Anecdotal information from Hong Kong
shark fin traders (Vannuccini, 1999; Clarke, pers. obs., 2000) suggests that the
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weight of frozen fins may decrease by 70-79% when dried, thus a factor of 1
kg salted or in brine (ie frozen) = 0.25 kg dried fins has been used to normal-
ize data in this study.

Imported Quantities and Values

Shark fin imports to Hong Kong from 1984 through 2000 are shown in Figure
3.1. All pre-1998 data in the figure have been corrected for double counting of
re-imported processed fins from the Mainland per the method in Parry-Jones
1996'. Further adjustments have been made to normalize the data for frozen
(salted or in brine) fins to produce a time series for adjusted salted or in brine
(ie 0.25 x reported salted or in brine), and the resulting revised total (dried +
adjusted salted or in brine). The adjusted data show that the total import quan-
tity of shark fins has risen steadily over time but has recently begun to increase
at a faster rate (e.g., 1999-2000).

Figure 3.1 Shark Fin Imports to Hong Kong 1984-2000
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This time series does not provide any evidence for a scarcity in supply of shark
fins, although it is possible increased fishing effort may be compensating for
dwindling shark populations, or that certain common and prolific species (eg
blue shark, Prionace glauca) are being substituted for other overfished shark
species. Regression analysis for the revised figures indicates that shark fin
imports are increasing annually at an exponential rate of growth of 5.3%?2. The
relatively slow growth in imports in 1996-1998 may be, in part, a reflection of
the region-wide economic downturn of late 1997-early 1999 given that shark
fin is a luxury product for which demand would fall when the economy is per-
forming poorly (see Section 6).

Customs datasets typically report quantities alongside their declared val-
ues. These data on value, while likely to be biased to an unknown degree, can
provide an indication of the change in unit value of the commodity over time.
In the case of shark fins, data were evaluated for 1998-2000, which does not
provide a lengthy timeseries but avoids problems associated with comparing
unlike quantities. Average declared values of all four types of fins (ie dried
raw, dried processed, salted raw, salted processed) increased by a substantial
amount between 1999 and 2000 (Table 3.1). The reason for this increase is
not known. It is, however, worthwhile considering that the declared value of

WILDLIFE CONSERVATION SOCIETY



‘salted’ products varies between 21 and 43% of similar dried products, thus
lending more evidence to the conversion factor of 1:0.25 for salted to dried

fin weights.

Table 3.1. Average Declared Values per kg in Hong Kong Dollars (US Dollars) for Various
Types of Shark Fin Products Imported to Hong Kong, 1998~20003

Product Type 1998 1999 2000
Dried Raw 273.69 (35.18) 271.13 (34.85) 358.89 (46.13)
Dried Processed 237.26 (30.50) 233.66 (30.03) 309.67 (39.80)
Salted Raw 58.67 (7.54) 73.53 (9.495) 128.84 (16.56)
Salted Processed 88.12 (11.33) 67.73 (8.70) 134.64 (17.30)

Trends in Sources and Supply Peaks

In addition to the overall trends in import quantities and declared values, note-
worthy trends in product form and suppliers were also identified. The discrep-
ancies between the adjusted and unadjusted totals shown in Figure 3.1 have
increased with time as a result of the growing proportion of shark fin imports
in frozen (‘salted or in brine’) form. This trend toward greater imports of frozen
fins is being led by increased imports from European Union countries (Figure
3.2). Examining the quantities of imported shark fins over the last decade clear-
ly illustrates that imports of frozen (salted) shark fins have increased rapidly
and that European exporters are responsible for the majority of these imports.

Figure 3.2 European Contribution to Hong Kong Shark Fin Imports 1990-2000
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As a result, overall European participation in supplying the shark fin market,
measured by imports to Hong Kong, has increased from negligible levels in the
early 1990s to 27% by unadjusted weight (13% adjusted weight), almost all of
which is exported by Spain. Further exploration and discussion of this trend is
presented in Clarke and Mosqueira (2002).

During the period 1996-2000, a total of 110 countries or territories export-
ed shark fins to Hong Kong but by the end of this period this number had nar-
rowed to 85 in 1999 and 86 in 2000. The major suppliers (by adjusted weight)
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are remarkably consistent over the last three years (1998-2000) (Figure 3.3):
the ten largest exporters of shark fins to Hong Kong in 2000 were the same 10
countries that were the largest exporters over the aggregate period 1998-2000.
Spain, Indonesia, the United Arab Emirates (UAE) and Taiwan are the top four
exporters in both calculations, but it appears that Japan’s share has decreased
(from 425 to 254 mt) and Yemen’s share has increased (from 190 to 350 mt)
between 1998 and 2000. Of these top exporters, it is believed that all are
domestic producers of shark fins except for the United Arab Emirates and
Singapore, which likely serve as transshipment points for shark fins from Africa
and India/Sri Lanka, respectively (see below). In addition to the 10 exporting
countries shown in Figure 3.3, Brazil, Oman, South Africa, Ecuador, Senegal,
Panama, Costa Rica, Peru and Canada also exported more than 100 mt of raw
shark fin to Hong Kong in 2000 (Appendix B at www.wcs.org/science/work-

ingpapers).

Figure 3.3 Adjusted Contribution to Hong Kong Shark Fin Imports 1998-2000
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Shark fin importers in Hong Kong claim that business peaks annually just
prior to the Chinese Lunar New Year (a 3 day holiday occurring in late January
to mid February). Other sources state that shark fin retail business cycles in
sequence with holidays and auspicious months for weddings, such that demand
is highest in February, April, August and October and lowest in March, May,
July and September (Chan 1997). Monthly data for 1998-2000 were obtained
and plotted (1996-1997 data excluded for consistency) to examine whether any
apparent seasonal patterns emerged. The most apparent trend was expected to
be a surge in raw imports in November-December, accompanied by a rise in
processed imports in January. Examination of these points on the plots did not
support this trend since higher raw imports are recorded during various other
months in each year, and processed imports appear reasonably stable throughout
the period. It is possible that stockpiling of raw or processed fins in warehouses,
processing factories and/or retail shops obscures seasonal patterns that might
otherwise be visible in import statistics, but this hypothesis cannot be verified
due to lack of available information at this time.
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Export Data

To assess the role of Hong Kong in distributing shark fin for processing and
consumption, export statistics were also examined. Since Hong Kong does not
domestically produce shark fins, the only relevant statistics are re-export sta-
tistics (i.e., export statistics record nil amounts), and re-export statistics by
country of consignment provide the destinations for exported sharks fins. For
consistency, data from 1998-2000 were assessed. In each year 90-95% of all re-
exported dried raw fins and 97-98% of all re-exported ‘salted or in brine’ raw
fins were shipped to Mainland China. This is expected given that China is
known to process most of the raw fins transiting Hong Kong.

However, China it would not necessarily be expected to receive the largest
share of processed fins re-exported from Hong Kong. Nevertheless, Mainland
China did dominate re-exports for dried processed fins in 1999 and 2000 and
for ‘salted or in brine’ processed fins in 1998. Other countries receiving more
than 30 metric tonnes of processed fins from Hong Kong during this period
included Canada (which received 145 mt of dried fins in 1998), Singapore,
Japan, Taiwan, Macau and South Korea (which received the majority of ‘salt-
ed or in brine’ processed fins, nearly 50 mt, in both 1999 and 2000).

Summary

This discussion of shark fin imports to Hong Kong has identified an exponen-
tial growth in the imports of shark fins to Hong Kong. This trend is in spite of
an observed increase in frozen fins which tends to over-inflate the estimates of
imports. In parallel with increased imports of frozen fins, the participation of
European countries in the trade through Hong Kong, namely Spain, has been a
major development in recent years. No seasonal patterns were observed in
either raw or processed imports when data were examined on a monthly basis.
In addition to supplying local demand, Hong Kong serves as a distribution cen-
ter for raw fins destined for processing in Mainland China, and for processed
fins to other large local markets in Japan, Taiwan, South Korea and Canada.
Through examining the pathways by which fins reach Hong Kong, further
insight is gained into the locations and parties involved in shark fin production
and trade.

Analysis of Trends in Hong Kong’s Dried Abalone Trade

Hong Kong’s imports of dried, salted or in brine abalone have hovered near
175 mt per annum throughout most of the 1990s. Imported quantities rose sub-
stantially in 2000 due to a disproportional increase in exports from Australia.
In the first half of the decade, average declared value of abalone remained
steady at approximately $1,000 HK ($128.53 US) per kg, but in the latter half
of the decade average declared values fluctuated between $1,219.20 and
$1,757.94 HK ($156.71 to $225.96 US) per kg*.

Over the past five years leading exporters to Hong Kong have included
major abalone producing countries such as Japan, South Africa, Australia and
Oman (the latter focusing on dried abalone), but also other trading centers such
as the United Arab Emirates and Singapore. Of the remaining countries export-
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ing more than 10 mt of abalone to Hong Kong only the Philippines reports any
wild or cultured abalone production during this period (i.e. 183-448 mt
between 1996 and 1999 (FAO 2001b)). Therefore, the other exporters,
Indonesia, Mozambique, Swaziland, China and Canada are either producing
abalone but not reporting the production to FAO, or transshipping abalone pro-
duced in another country to Hong Kong. In the case of Mozambique and
Swaziland, it is possible that dealers in Mozambique are either producing
abalone or obtaining it from South Africa and then shipping it to Hong Kong
through their sea port at Maputo or using the airport at Manzini in Swaziland.
Exploring the origin of exported abalone would be particularly of interest for
Indonesia which is the largest exporter of abalone to Hong Kong in recent years.

Hong Kong’s redistribution of abalone through re-export has also remained
relatively constant at approximately 50 mt per year during the 1990s. The
exception to this trend is re-exports for 1992 when 111 mt were re-exported,
the bulk of which (74 mt) was shipped to Japan. In contrast to the distribution
of re-exported shark fins, re-exported abalone are primarily destined for the
United States, and to a lesser extent to Canada, Singapore and China. The
explanation for this pattern could be that Hong Kong serves as a preserved
abalone distributor for overseas Chinese communities in western countries, but
that Asian countries have their own direct suppliers and do not need to include
Hong Kong dealers in their supply chain.

Analysis of Trends in Hong Kong’s Dried Béche-de-mer Trade

Long-term trends in Hong Kong’s imports of béche-de-mer indicate a relative-
ly steady decline from 7,884 mt in 1991 to 2,922 mt in 1999. During this peri-
od, the quantity of re-exports was consistently on the order of 4,000 mt until
1998 when re-exports decreased to 3,174 mt and then further declined to 2,657
mt in 1999 as imports dropped. Re-exports continued to track imports even as
the latter rose in 2000 to 4,759 mt. The difference between imports and re-
exports is presumably domestic (ie Hong Kong) consumption. These figures
thus reflect that Hong Kong’s domestic demand for béche-de-mer has fallen
considerably in the last decade such that domestic consumption only accounts
an average of 535 mt per year (based on 1998-2000 data). Declared values of
béche-de-mer imports increased from $34.97 to $90.92 HK ($4.49 to $11.69
US) per kg from 1991 to 2000°. Countries supplying more than 500 mt to
Hong Kong during the period 1996-2000 include Indonesia, the Philippines,
Papua New Guinea, Singapore, Fiji, Madagascar, the Solomon Islands and
Tanzania. The major exporters of béche-de-mer to Hong Kong are, with the
exception of Singapore, producers rather than traders and the range of
exporters to Hong Kong reflects the global béche-de-mer producing countries
(FAO 2001b). The share of each supplier of béche-de-mer to Hong Kong has
been relatively stable during this period with no major fluctuations in quanti-
ties imported. While Indonesia and the Philippines were overall the largest sup-
pliers in both 1999 and 2000, the upturn in Hong Kong imports in 2000 was
led by large annual increases in exports by these countries between 1999 and
2000. The United States also substantially increased béche-de-mer production
in 2000 although the quantity was small compared to other producers®.
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Shipments to Mainland China dominated re-exports of béche-de-mer from
Hong Kong . In 1996-2000, 87% of re-exports were headed for the Mainland,
with substantially smaller quantities consigned for Taiwan, Singapore, South
Korea, the United States and Thailand. Therefore, despite the apparent decline
in domestic consumption, Hong Kong’s role as an entrepot for sea cucumber
remains intact.

Analysis of Trends in Hong Kong’s Dried Fish Trade

Hong Kong’s imports of dried fish over the past decade, which are expected to
include whole dried fish, fillets, maws and possibly other products, show a pat-
tern of increasing quantity until 1995, followed by a sharp drop in 1996 and a
gradual recovery to levels nearly as high as 1995 in 2000 (Figure 3.4). The tim-
ing of this decline does not appear to be linked to the Asian financial crisis
which occurred in 1997-1999, and other explanations are not apparent. During
this period, re-exports closely tracked imports with the difference (i.e., domes-
tic consumption) remaining between 3000 and 4000 mt. Average declared
value of dried fish imports was very stable during this period: in 1991 the aver-
age declared value was $51.88 HK ($6.67 US) per metric tonne and in 2000
this had risen to only $75.80 HK ($9.74 US)’.

Figure 3.4 Total Imports and Re-exports of Dried Fish, Hong Kong 1991-2000 (mt)
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Countries exporting more than 2000 mt of dried fish to Hong Kong between
1996 and 2000 include Mainland China, Bangladesh, Vietnam, India,
Indonesia, Thailand and Kenya (Figure 3.5). Similar to shark fins, the number
of countries exporting dried fish to Hong Kong is large (73) and represents a
broad geographical range. As the commodity code used by Hong Kong does
not distinguish between types of dried fish it is difficult to relate Hong Kong’s
major suppliers to existing production data (e.g., the FAO dataset).

Despite being the largest exporter of dried fish to Hong Kong, Mainland
China is also the country receiving the greatest quantity of re-exports of dried
fish from Hong Kong. The explanation for this dichotomy may lie in the trade
flows of different products classified under the dried fish commodity code. For
example, Mainland China may be supplying local, small whole fish to Hong
Kong and importing from Hong Kong large fish maws that cannot be sourced
locally. Some traders also report that Shantou, in Guangdong Province, is a
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Figure 3.5 Re-exports of Dried Fish from Hong Kong, 1996-2000

Re-Exports of Oried Fish from Hong Kong, 1996-2000
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major center for the trade in fish maws and thus there may be some flow of fish
maws southward to Hong Kong. Without further differentiation of products
within the commodity code, it is very difficult to interpret which products are
following which routes. The re-export of dried fish products to the United
States, Japan, Canada and Singapore, though in smaller amounts, indicates
Hong Kong’s continued role as an entrepdt for these products, mostly proba-
bly as a supplier to overseas Chinese communities and/or Chinese restaurants
in these countries.

! From 1998 onward (in theory) processed fins are assigned to a separate commodity
code.

2 Calculated using an exponential regression algorithm where y=a=exp(b¥), a=2406,
b=0.05268 and x=(year-1983). The F-test indicates the relationship is significant
(p<0.001). It is not standard practice to calculate an R? for a non-linear least squares
regression (Zar 1999).

3 All Hong Kong dollar values converted to US dollar equivalents using August 2001
conversion rate, ie 1 USD = 7.78 HKD.

4 See note 3 above.

3 See note 3 above.

® The imports are recorded as being from the Mainland United States, rather than insu-
lar U.S. ports or flag areas. FAO statistics indicate that béche-de-mer production in the
U.S. is concentrated in the Northwest Atlantic.

7 See Note 3 above.
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Section 4:

COMPARISON WITH CUSTOMS STATISTICS
OF KEY TRADING PARTNERS

The customs statistics which form the basis of the discussion in the preceding
section are often criticized as being an unreliable source of quantitative infor-
mation on trade volumes since errors and biases in customs data may originate
from intentional underreporting, inaccurate recordkeeping and/or use of non-
official, and often illegal, trade channels (e.g., smuggling). While such discrep-
ancies are difficult and potentially impossible to quantify and rectify, they
should be acknowledged whenever customs data are used to describe quantities
in trade.

The purpose of this chapter is to compare quantities in the Hong Kong cus-
toms records with those from key trading partners. This comparison is useful
in determining whether there is any consistent bias in the Hong Kong database,
and in assessing the magnitude of variation (i.e., error) in the statistics on the
same shipments from export and import reports. The national customs statis-
tics analyzed in this chapter were selected to include key trading partners in
dried seafood with Hong Kong, and with consideration of the feasibility of
access to data. The following sections present a comparison with Hong Kong
customs statistics for each country in the analysis. Conclusions are then drawn
regarding potential biases in various national customs statistics.

People’s Republic of China (PRC)

Customs data for the People’s Republic of China (PRC, or Mainland China) are
published in a highly aggregated form in the China Customs Statistics
Yearbook. These volumes, which have been published annually since 1990, are
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sold to libraries and private parties for a substantial sum. If data other than
those published in the yearbook are sought (ie monthly tallies, shipment rout-
ing or other declaration form data), a price for the information can be negoti-
ated with China Goodwill Business Information Ltd which acts as the distrib-
utor for official PRC trade statistics in Hong Kong. However, such special data
purchases are limited to records dating back to 1997. Earlier records cannot be
accessed via this channel, but may be available through Mainland government
offices (not pursued during this study).

The commodity codes used in Mainland China generally correspond well
with those used in Hong Kong, although the PRC system does not separate
domestic exports from re-exports. The relevant Mainland China codes for
dried seafood are as follows:

0305-5920: Dried sharks fin, not smoked

0305-5990: Other dried fish

0307-9910: Abalone frozen, dried, salted or in brine
0307-9920: Sea cucumber, frozen, dried, salted or in brine

Hong Kong and the Mainland have enjoyed intimate trading relations for
many years, and thus it is expected that a thriving two-way trade in each prod-
uct would exist. This expectation is supported by a preliminary assessment of
the data which shows that one or both parties reports imports and re-exports
of each product in each year except in the case of abalone in 1999 when both
the Mainland and Hong Kong agree there were no re-exports from Hong Kong
to the PRC and no imports from the PRC to Hong Kong.

Extensive trade links between Hong Kong and Mainland China, and the
similarity of commodity codes between the two jurisdictions, provide for an
interesting comparative exercise. Despite having to overcome difficulties asso-
ciated with the aggregation of dried, salted, processed and raw shark fin into a
single category in the PRC database, the comparison of shark fin quantities
provided the key to understanding the trade flows. It is believed that import
tariffs in the PRC and the ability to avoid these tariffs by classifying imports as
‘for processing’ are the key factors suppressing PRC declared imports. Goods
classified as ‘for processing’ appear to be removed from aggregated import tal-
lies in the PRC and so create large discrepancies between Hong Kong declared
re-exports and PRC declared imports in the northbound trade. This hypothesis
was given support by a close match in quantities in the southbound trade
(where tariffs do not apply) and by anecdotal information from Hong Kong
shark fin traders. Similar patterns in the northbound trade of béche-de-mer and
dried fish, which may also qualify for tariff exemption if imported for process-
ing, were observed. In most cases, Hong Kong customs statistics appeared to be
more realistic approximations of the quantity traded than did PRC statistics.
However, anecdotal evidence of product smuggling to the Mainland suggests
that the Hong Kong figures are also likely to be underestimates of the true
quantities.

Taiwan

Customs statistics for the Republic of China (Taiwan) were accessed free of
charge from the Directorate General of Customs headquarters in Taipei. The
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relevant commodity codes were as follows:

0304903000-8: Sharks’ fin, edible, fresh, chilled or frozen

0305592000-8: Sharks’ fin, dried

0305692000-6: Sharks’ fin, salted or in brine

0305300090-7: Other fish fillets, dried, salted or in brine, but not smoked"

0305491000-3: Fish maws, heads, tails, lips and skins edible, smoked

0305593000-6: Fish maws, heads, tails, lips and skins edible, dried

0307992200-6: Abalone (Haliotidae), dried other than abalones
(Haliotis diversicolor)?

0307992400-4: Sea cucumber, spiked, dried

0307992500-3: Sea cucumber, not spiked, dried

0307992610-0: Other sea cucumber, dried

As is evident from the list of codes and descriptions above, Taiwan has a very
detailed classification system for seafood commodities. Taiwan’s system
expands on the Hong Kong system by providing a separate code for fish maws,
three different codes for various dried sea cucumber products, and a particular
code for dried abalone. However, while it distinguishes between frozen, salt-
ed/brine and dried shark fins, it does not provide for separation of raw and
processed shark fins.

The Taiwan commodity codes listed above were examined to determine
which were exported to, and imported from, Hong Kong during the 1996-
2000. Other fish fillets were not exported to or imported from Hong Kong. Of
the remaining commodities, shark fin, béche-de-mer and dried abalone exports
can be summed and compared with Hong Kong imports, but there is no prac-
tical means of normalizing between the Taiwan fish maw (etc.) exports and
Hong Kong imports of dried fish as the latter presumably includes fish maw but
also dried whole fish fillets (see Sections 2 and 3) and thus would not be expect-
ed to be show a high concordance.

Although Taiwan’s commodity code system is highly detailed, direct com-
parisons between Taiwan and Hong Kong customs statistics are complicated by
the lack of clear relationships between commodity codes. Nevertheless, shark
fin, abalone and béche-de-mer imports and exports/re-exports were compared
for 1996-2000 and some correspondence between outbound and inbound
quantities was observed.

For shark fins, the declared quantities of dried fins exported from Taiwan
and imported to Hong Kong (westbound route) matched closely (percentage
difference of 14% or less) and in 3 of 5 cases the Taiwan declared quantity was
higher. The correspondence between Hong Kong re-exports and Taiwan
imports (eastbound route) was poorer (percentage difference of 8 to 48%) with
Hong Kong quantities always higher. For béche-de-mer and abalone, Hong
Kong declared quantities (whether for import or re-export) were always greater
than the comparable quantities in the Taiwan database. It is hypothesized that
import duties on seafood, in this case shark fin, abalone, and béche-de-mer,
may encourage underreporting of imported quantities to Taiwan in the east-
bound trade. In contrast, the westbound trade shows a closer concordance
likely due to Hong Kong’s status as a duty free port.
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