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Report Highlights:
This report highlights the production and trade of Canadian frozen french fries.  During MY2004/05, for the first time in a decade, the Canadian output of frozen french fries declined from the year earlier level.  Sluggish demand in the domestic market and in major export markets was the principal reason for the decline.
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Executive Summary

*  Canadian frozen french fry production during MY2004/05 slipped almost 2% from the year earlier level to an estimated 1,365,000 metric tons.  The decline marked the first time in more than a decade that french fry output in Canada failed to show a year-over-year increase.  

*  Prospects for MY2005/06 point to another modest decline in Canadian frozen french fry production.   Canadian potato producers reported a decline in processing potatoes under contract and subsequently reduced the area planted to potatoes in 2005 to 159,400 hectares, down 9% from the 2004 level.  

*  Cavendish Farms, which currently operates two processing plants in Prince Edward Island, announced it would abandon a plan to add another processing line citing the sluggish frozen french fry market.   

*  Canadian exports of frozen french fries to the United States in MY2004/05 dropped to 776,146 metric tons, down 6% from the year earlier level of 822,909 metric tons.  However, the value of exports over the period was virtually unchanged at $538 million.  Frozen french fries are the third most valuable Canadian agricultural product export to the United States after beef and pork.  

*  U.S. frozen french fry exports to Canada during MY2004/05 totaled 30,153 metric tons, valued at $38 million, down sharply from a year earlier.

*  Canada’s new nutrition labeling regulations come into effect on December 12, 2005.  The new rules will apply to U.S. prepackaged frozen potato product exports to Canada. 

Section I.  Production

Canadian production of frozen french fries during MY2004/05 slipped almost 2% from the year earlier level to an estimated 1,365,000 metric tons.  The decline marked the first time in more than 10 years that french fry output in Canada failed to show a year-to-year increase.  Weaker demand for Canadian frozen french fries in the United States and Japan, combined with flat domestic market demand caused Canadian processors to reassess their production targets.  

For MY2005/06, a similar scenario is developing.  A cutback in Canadian potato area in 2005 reflects the sluggish french fry market and a strengthening Canadian currency could impact the competitiveness of Canadian frozen french fry in foreign markets.  Post forecasts production in MY 2005/06 to drop to about 1,325,000 metric tons, down a further 3.0% from the previous year’s level.
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Industry Developments

In April 2005, Cavendish Farms, which currently operates two processing plants in Prince Edward Island, announced it would abandon a plan to add another processing line citing the sluggish frozen french fry market.   The Canadian frozen french fry industry is relatively mature following the construction of Canadian and U.S. owned plants in Canada over the past ten years and no major expansion of potato area is forecast.  Canadian frozen french fry plants are strategically located close to the potato production areas in the Maritime and Prairie provinces to serve markets throughout Canada and the United States and in the Caribbean, Europe and Asia.

Non-Hydrogenated Oil

Given recent concerns by customers and consumers over trans fats in foods, many Canadian frozen french fry processors are processing branded retail and foodservice products in non-hydrogenated oil.  

Potato Area

Statistics Canada reports that the total area planted to potatoes in 2005 slipped to 159,400 hectares, down 9% from last year.  Prince Edward Island and Manitoba showed the largest declines, down 4,200 hectares and 4,000 hectares respectively, but all provinces shared in the 15,900 hectare reduction in total plantings.  Contract cuts for processing potatoes and low prices for the 2004 crop are cited as the major reasons for the drop in Canadian potato area.  It was the second year in a row that Canadian potato producers reported reduced plantings.

Consumption

Statistics Canada does not keep an official data series on the Canadian consumption of frozen french fries.  Anecdotal evidence from the foodservice industry suggests that the Canadian consumption level of frozen french fries peaked sometime during 2003.  Trends such as the “low carb” diet pushed per capita consumption lower for both foodservice frozen french fries and grocery store sales.  Recent grocery product industry surveys show that retail frozen french fries sales continue to under perform the average rate of sales increase in the total frozen food sector. 

Section II.  Trade

Frozen French Fry Exports

For the first time in a decade, total Canadian frozen french fry exports to the world fell below the year earlier recorded level, reflecting lackluster demand in major destination markets.  
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Frozen French Fry Imports

There are no major developments to report in Canada’s import market for frozen french fries.  Reflecting sluggish demand, imports of frozen french fries from the United States during MY2004/05 slipped sharply from the year earlier level, but the total value of shipments increased.   


Tariffs

	Canadian Tariff Rates on Frozen French Fries

	
	
	

	HS 2004.10.00
	Trade Agreement & Preferential Tariffs
	MFN Rate

	
	
	6%

	
	
	

	United States
	FREE
	

	Commonwealth Caribbean Countries
	FREE
	

	Least Developed Countries
	FREE
	

	Mexico
	FREE
	

	Chile
	FREE
	

	Costa Rica
	FREE
	

	
	

	Source: Canada Customs Tariff Schedule, January 1, 2005


Other Frozen Potato Product Trade

As shown below, Canadian trade in other frozen potato products in classification HS 0710.10 is minor.


Section III.  Marketing

Mandatory Nutrition Labeling 

Canada will adopt mandatory nutrition labeling for most prepackaged products effective December 12, 2005 and all imported products must meet the same labeling requirements as foods produced in Canada.  Use of the U.S. nutrition panel on labeling is currently prohibited in Canada and will remain so after Dec. 12, 2005.   Only the Canadian nutrition panel will be acceptable for prepackaged products sold in Canada.  There are differences in the U.S. and Canadian nutrition facts tables for daily intakes and in the definitions of zero "trans fats".

The Canadian Food Inspection Agency has a webpage dedicated to Canada’s the new labeling regulations:  http://www.inspection.gc.ca/english/fssa/labeti/nutrition-pagee.shtml

The webpage listed above provides a link to a Nutrition Labeling Toolkit to assist U.S. companies interested in bringing their processed potato product label into compliance with Canada’s new nutrition labeling regulations.

Packaging and Labeling

For retail sale, Canada’s Processed Product Regulations stipulate that the standard container sizes for frozen french fries are: 250 g; 500 g; 1 kg; 1.25 kg; 1.5 kg; and 2 kg.  On December 3, 1998 the regulations were revised to include “any size over 2 kg but not over 20 kg.”   For U.S. exporters, the relaxed rule means they can export wholesale cartons of frozen french fries containing inner bags in the common U.S. food service industry sizes provided the inner bags have no markings.   If inner bags are marked, full labeling requirements apply (bilingual labeling, ingredients, etc.).

Exporter Guide

U.S. processed food exporters interested in the Canadian market can consult the Exporter Guide prepared by FAS/Ottawa.  The Exporter Guide for Canada is available on the FAS website under Attaché reports at www.fas.usda.gov    The Exporter Guide provides general information concerning Canadian regulatory requirements and details the FAS sponsored services available to U.S. exporters interested in entering the Canadian Food market.

Exchange Ratestc \l1 "Exchange Rates
Where prices and values in this report are expressed in Canadian dollars, the exchange rates are:  2002, C$=US$.6368;  2003, C$=US$.7135; 2004, C$= US$ .7683; October 2005, C$= US$.8425 approximately.

VISIT OUR WEBSITE:  The FAS/Ottawa website is now accessible through the U.S. Embassy homepage.  To view the website, log onto http://www.usembassycanada.gov; click on Embassy Ottawa offices, then Foreign Agricultural Service.  The FAS/Ottawa office can be reached via e-mail at: agottawa@usda.gov
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		Value of Canadian Frozen French Fry Exports
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		Units:  US$ millions

		HS2004.10

										%

		Country		Jul 02-Jun 03		Jul 03-Jun 04		Jul 04-Jun 05		change

		The World		485.2		662.4		675.1		2%

		United States		414.8		538.0		538.2		0%

		Japan		34.3		40.9		34.2		-16%

		Mexico		3.2		9.6		12.3		28%

		Venezuela		1.1		4.8		13.5		180%

		China		1.6		4.2		9.2		120%

		Korea, South		4.3		5.8		7.7		32%

		Guatemala		1.0		5.3		5.1		-4%

		Costa Rica		0.8		3.6		4.6		28%
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		All Others		18.9		39.2		39.4		0%

		Source:  World Trade Atlas

		Indonesia		2.7728095515		4.6659294685		4.2936143647
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		Kuwait		0.9405827313		2.5128825574		2.9508894017

		Bahamas		0.8218873888		2.1697772018		2.3592194548

		Jamaica		1.7379609945		2.5927778881		2.2404362149

		Panama		0.2537811919		1.7481777541		1.791171016

		Singapore		2.0190209737		2.483417423		2.2986225887

		Honduras		0.4302152049		1.4081452559		1.6761288163
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		Aruba		0.0567736377		0.5999113335		0.6233994195

		Barbados		0.3046209794		0.5978480472		0.5895128255

		Netherlands Antilles		0.1087949152		0.3896768056		0.6099004806

		Bermuda		0.3837804674		0.5387062645		0.6275553774

		Hong Kong		0.5080804363		0.3967166569		0.3867865471

		Thailand		0.0933632855		0.1521087024		0.3883748053

		Australia		0.1392757437		0.3387144376		0.3700981561

		United Arab Emirates		0.2516212017		0.2729065509		0.4316465301

		Jordan		0.0570740359		0.0918720374		0.2934570227

		Qatar		0.1294675052		0.2326389407		0.3800031654

		India		0.2087477117		0.1203372485		0.1925845098

		Cayman Islands		0.0580063209		0.2175267854		0.2225211682

		New Caledonia		0		0.1266116707		0.176195532

		St. Kitts & Nevis		0.0889239939		0.0883057455		0.2016838855

		Guyana		0.0215216956		0.118399217		0.1405188996

		South Africa		0		0		0.1144508634

		Antigua & Barbuda		0.0616043954		0.1143271755		0.1151151683

		Pakistan		0		0.0630731493		0.0997190473

		Nicaragua		0.0304442667		0.1395294465		0.0792594559

		St. Lucia		0.0383130163		0.0212271578		0.0811701933

		Grenada		0.0417201103		0.0736796037		0.0812384613

		Belize		0		0.1104320941		0.0627834038

		Brunei Darussalam		0.1704600601		0.0696784278		0.1068289972

		Bahrain		0.0339812593		0.098120374		0.0904389481

		Netherlands		0.0206828032		0.1228596274		0.056949709

		Colombia		0.0398601514		0.0699467801		0.0638474488

		Chile		0.0496695562		0.0609638664		0.0481292211

		St. Vincent & the Grenadi		0		0.0305401384		0.0458720081

		Sri Lanka		0		0.0231923962		0.0442028754

		Dominica		0.069744174		0.1211825061		0.0436742801

		Lebanon		0.0512422256		0.0856331563		0.0499623642

		Turkey		0		0		0.0340541602

		Cuba		0		0.0167168181		0.0336446767

		Maldives		0		0		0.0290373406

		Argentina		0.0146358594		0.1530596762		0.0165852553

		Suriname		0		0		0.0191911195

		Belgium		0		0		0.0161073725

		Israel		0.039424997		0		0.0140669056

		Brazil		0.052111262		0		0.0118886819

		Heard & McDonald Is.		0		0		0.0108466376

		Oman		0		0.0012479302		0.0170844804

		St. Pierre & Miquelon		0.0004807297		0.0057457262		0.0114011214

		Kenya		0		0		0.0060836962

		Ghana		0		0		0.0003982477

		Egypt		0.0136568323		0		0

		Mauritius		0		0		0

		Nigeria		0		0.0250597791		0

		Namibia		0.0012981946		0.0181107934		0

		Uganda		0		0		0

		St. Helena		0		0		0

		Burundi		0		0		0

		Morocco		0		0		0

		Cape Verde		0		0		0

		Senegal		0		0		0

		United Kingdom		0		0		0

		Ireland		0		0		0

		Malta		0		0		0

		Austria		0.0174639935		0		0

		Denmark		0		0		0

		Germany		1.85E-05		0		0

		Greece		0		0		0

		Italy		0.0122435125		0		0

		Portugal		0		0		0

		Spain		0.143881537		0		0

		Sweden		0.0143863898		0		0

		Switzerland		0.0018292605		0		0

		Hungary		0		0		0

		Poland		0		0		0

		Armenia		0		0		0

		Ukraine		0		0.0115953984		0

		Yugoslavia		0		0		0

		Russia		0.0148709438		0		0

		Cyprus		0		0		0

		Vietnam		0		0		0

		New Zealand		0		0		0

		Myanmar		0		0		0

		French Polynesia		0		0		0

		Bolivia		0		0.0156693898		0

		Uruguay		0		0		0

		Guadeloupe		0		0		0

		Haiti		0		0.0241400768		0

		Virgin Islands (British)		0		0		0
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		Canada:  Trade in Other Frozen Potatoes												1000

		HS:  0710.10

		Quantity: metric tons

		Other Frozen Potatoes

		EXPORTS

		To...		Jul 02- Jun 03		Jul 03 - Jun 04		Jul 04 - Jun 05

		The World		1,341		4,992		593

		United States		813		4,597		253

		Japan		513		158		215

		Costa Rica		- 0		18		56

		Mexico		- 0		150		30

		Philippines		- 0		- 0		20

		St. Pierre & Miquelon		2		3		10

		New Caledonia		2		4		7

		Netherlands Antilles		- 0		2		2

		All Others		11		61		0

		IMPORTS

		From...		Jul 02- Jun 03		Jul 03 - Jun 04		Jul 04 - Jun 05

		The World		291		226		546

		United States		230		209		481

		Belgium		6		- 0		47

		Egypt		10		4		6

		All Others		46		13		12

		Source:  Derived from World Trade Atlas
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		Canadian Frozen French Fry Imports																				1000

		Marketing Years

		Units: metric tons

		HS2004.10*

						Quantity								Value

						MT								$mil.

		Country		2002/03		2003/04		2004/05				2002/03		2003/04		2004/05

		The World		30,988		36,722		30,528				25.2		33.9		38.4

		United States		30,674		36,012		30,153				25.0		33.4		38.0

		Netherlands		172		537		354				0.1		0.3		0.3

		All Others		142		173		22				-		-		-

		*HS category may include other frozen potato products

		Source:  World Trade Atlas

		Japan		20,090		45,211		4,141				0.0		0.1		0.0

		India		76,320		0		1,003				0.0		0.0		0.0

		Denmark		1,723		0		131				0.0		0.0		0.0

		United Kingdom		394		486		110				0.0		0.0		0.0

		Brazil		0		0		57				0.0		0.0		0.0

		Germany		3,714		554		49				0.0		0.0		0.0

		New Zealand		0		3,813		15				0.0		0.0		0.0

		Australia		0		0		14				0.0		0.0		0.0

		France		19,059		0		13				0.0		0.0		0.0

		Belgium		15,782		9		0				0.0		0.0		0.0

		Italy		54		0		0				0.0		0.0		0.0

		Sweden		0		79,588		0				0.0		0.1		0.0

		Switzerland		0		0		0				0.0		0.0		0.0

		Poland		0		0		0				0.0		0.0		0.0

		Ukraine		1,554		0		0				0.0		0.0		0.0

		Russia		218		24		0				0.0		0.0		0.0

		Israel		0		2		0				0.0		0.0		0.0

		Jordan		0		0		0				0.0		0.0		0.0

		Thailand		0		0		0				0.0		0.0		0.0

		Vietnam		1,344		800		0				0.0		0.0		0.0

		Argentina		0		0		0				0		0		0

		Colombia		0		60		0				0		7.30E-05		0

		Mexico		0		291		0				0		0.0003914333		0

		Egypt		0		375		0				0		0.0004196806		0

		Zimbabwe		0		0		0				0		0		0

		Pakistan		0		1,774		0				0		0.0038189861		0

		China		0		0		0				0		0		0

		Korea, South		726		0		0				0.0001988753		0		0

		Taiwan		0		540		0				0		0.0009012712		0
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		Canadian Frozen French Fry Exports										1000

		Marketing Years

		Units: metric tons

		HS2004.10*

										%

		Country		Jul 02-Jun 03		Jul 03-Jun 04		Jul 04-Jun 05		change

		The World		767,860		1,015,554		979,286		-4%

		United States		668,360		822,909		776,146		-6%

		Japan		43,878		52,911		42,029		-21%

		Mexico		7,346		24,697		25,492		3%

		Venezuela		1,791		8,350		21,384		156%

		China		2,354		6,277		13,301		112%

		Korea, South		5,991		7,942		10,778		36%

		Guatemala		1,452		8,761		8,730		-0%

		Costa Rica		1,275		6,558		8,439		29%

		Taiwan		3,316		8,209		7,912		-4%

		Philippines		5,208		9,455		7,443		-21%

		All Others		26,888		59,485		57,631		-3%

		*HS category may include other frozen potato products

		Indonesia		3,610		6,836		6,108

		Saudi Arabia		3,348		5,856		5,726

		Trinidad & Tobago		1,491		4,967		4,281

		Kuwait		1,173		3,680		3,729

		Bahamas		1,253		3,412		3,650

		Jamaica		2,175		3,911		3,167

		Panama		369		2,842		3,087

		Singapore		3,041		3,482		3,012

		Honduras		609		2,306		2,759

		Ecuador		133		1,936		2,351

		El Salvador		452		2,550		2,097

		Malaysia		2,585		3,659		1,895

		France		160		1,102		1,852

		Iceland		1,224		1,586		1,489

		Dominican Republic		325		1,694		1,369

		Peru		195		1,335		1,193

		Aruba		74		749		890

		Barbados		421		816		863

		Netherlands Antilles		144		536		856

		Bermuda		538		736		818

		Hong Kong		871		638		625

		Thailand		83		284		591

		Australia		187		550		481

		United Arab Emirates		375		342		480

		Jordan		145		241		474

		Qatar		114		283		457

		India		430		266		377

		Cayman Islands		83		327		312

		New Caledonia		- 0		201		274

		St. Kitts & Nevis		142		138		265

		Guyana		42		201		257

		South Africa		- 0		- 0		200

		Antigua & Barbuda		103		159		170

		Pakistan		- 0		101		144

		Nicaragua		34		205		133

		St. Lucia		50		21		108

		Grenada		43		82		103

		Belize		- 0		146		85

		Brunei Darussalam		118		54		83

		Bahrain		24		95		77

		Netherlands		31		181		77

		Colombia		53		91		73

		Chile		66		83		72

		St. Vincent & the Grenadi		- 0		45		67

		Sri Lanka		- 0		39		64

		Dominica		98		179		63

		Lebanon		61		130		51

		Turkey		- 0		- 0		44

		Cuba		- 0		24		44

		Maldives		- 0		- 0		32

		Argentina		23		222		24

		Suriname		- 0		- 0		23

		Belgium		- 0		- 0		23

		Israel		22		- 0		21

		Brazil		94		- 0		19

		Heard & McDonald Is.		- 0		- 0		18

		Oman		- 0		1		15

		St. Pierre & Miquelon		0		4		9

		Kenya		- 0		- 0		4

		Ghana		- 0		- 0		0

		Egypt		10		- 0		- 0

		Mauritius		- 0		- 0		- 0

		Nigeria		- 0		39		- 0

		Namibia		2		24		- 0

		Uganda		- 0		- 0		- 0

		St. Helena		- 0		- 0		- 0

		Burundi		- 0		- 0		- 0

		Morocco		- 0		- 0		- 0

		Cape Verde		- 0		- 0		- 0

		Senegal		- 0		- 0		- 0

		United Kingdom		- 0		- 0		- 0

		Ireland		- 0		- 0		- 0

		Malta		- 0		- 0		- 0

		Austria		18		- 0		- 0

		Denmark		- 0		- 0		- 0

		Germany		0		- 0		- 0

		Greece		- 0		- 0		- 0

		Italy		19		- 0		- 0

		Portugal		- 0		- 0		- 0

		Spain		196		- 0		- 0

		Sweden		6		- 0		- 0

		Switzerland		2		- 0		- 0

		Hungary		- 0		- 0		- 0

		Poland		- 0		- 0		- 0

		Armenia		- 0		- 0		- 0

		Ukraine		- 0		19		- 0

		Yugoslavia		- 0		- 0		- 0

		Russia		24		- 0		- 0

		Cyprus		- 0		- 0		- 0

		Vietnam		- 0		- 0		- 0

		New Zealand		- 0		- 0		- 0

		Myanmar		- 0		- 0		- 0

		French Polynesia		- 0		- 0		- 0

		Bolivia		- 0		41		- 0

		Uruguay		- 0		- 0		- 0

		Guadeloupe		- 0		- 0		- 0

		Haiti		- 0		39		- 0

		Virgin Islands (British)		- 0		- 0		- 0
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