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SP ONSOR STATEMENT, SB 306 

ANTITRUST EXEMPTION FOR COMMERCIAL FISHERMEN- 

SEN ATOR JIM DUNCAN

Senate Bill 306 confers s ta te  a n titru s t im m unity  on fisherm en, 
allowing them  to negotiate raw fish prices w ith processors in  order to 
improve the m arket price of Alaska seafood. I t  also perm its fisherm en and 
fish processors to agree to the m inim um  price for which processors will 
sell the processed fish.

The legislation was recommended in the 1993 A laska attorney  
general's report on the Bristol Bay sockeye salm on industry. The report 
suggests th a t  U.S. processors have become "price takers" when dealing 
w ith the large Japanese  firms th a t buy A laska salm on, leaving fisherm en 
to bear the  loss. An a n titru s t exemption will help level the  playing field for 
A laska fisherm en and  processors when dealing w ith  foreign trad ing  
companies, which do not observe a n titru s t laws.

In recent years, salmon prices have fallen dram atically. The 1993 
fishing season brought some of the  lowest prices on record. A laska cannot 
control the price th a t fisherm en get on the grounds, but the s ta te  can offer 
more support to our fishing industry , which is A laska’s la rgest private 
em ployer.

Fishing affects every segm ent of our econoir sm all coastal
villages to the sta te 's  general fund. Ex-vessel valu taska salmon 
declined by 67 percent between 1988 and 1993, yet jn  fisherm en caught
64 percent more fish. As raw  fish prices continue op, fishing
com m unities and boroughs suffer from poor local economies, as well as 
decreased s ta te  revenue sharing  from fisheries taxes. All over Alaska, 
fisherm en are  affected by critically low prices. More th an  1,200 have 
requested loan extensions from the  sta te 's  fisheries loan program  over the 
past th ree years. In addition, more th an  800 A laska resident lim ited entry  
perm it holders have not been able to pay their federal taxes.

more
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SB 306, Duncan

B ritish  Columbia fisherm en have consistently been getting  h igher 
salm on prices th an  A laska fisherm en, in p a r t because of m ulti-year 
collective bargain ing  agreem ents w ith processors. U nder C anadian  law, 
processors can negotiate prices w ith groups of fisherm en. SB 306 provides 
for a  sim ilar system , allowing fisherm en to form associations to negotiate 
prices w ith processors. R ight now, A laska fisherm en and  processors 
cannot even publicly discuss price because of U.S. an titru s t laws. A state 
a n titru s t exemption is a step toward prom oting stable fish prices in  Alaska.

Depressed salmon prices are the  re su lt of m any factors, including 
norm al m ark e t fluctuations, com petition from farm ed salmon, and a lack 
of m arkets. Expanding A laska's m arkets is a  s ta te  priority, b u t new 
m arkets alone cannot produce the equilibrium  in bargaining power needed 
betw een Jap an ese  buyers, U.S. processors and A laska fisherm en.
Collective bargain ing  between fisherm en and  processors will help stabilize 
commercial fishing prices, bolstering local and sta te  economies. S table raw 
fish prices also will prom ote stable consum er prices for processed seafood 
products, which m eans g rea ter sales of A laska seafood.
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SUBJECT: Sectional Sum m ary of SB 306: An Act relating to an  an ti tru s t  
exem ption  for persons enuaged in the fishing industry. (W o rk  
O rd e r  No. 8-LS1305\E)

TO: S en a to r  Jim Duncan 
A TTN : R osem arie  A lexander

FROM: G eorge  L’t e r m o h l e y ^  
Legislative Counsel

You have requested  a sectional sum m ary of SB 306: A n Act relating to an  an ti tru s t  
exem ption  for persons engaged  in the fishing industry.

A sectional sum m ary  of a hill is not an  authoritative in te rp re ta tion  of the  bill. T h e  
bih itself is the  best s ta tem en t of its contents.

Section 1 of the  bill repeals  and reenacts  AS 45.50.572(c) in o rd e r  th a t the an ti tru s t  
exem ption  g ran ted  to f ish e rm en s  cooperatives  (associations) u nder s ta te  law is 
similar to the exem ption  for fisherm en's  cooperatives under  federal an ti trus t  laws. 
In addition to retaining the current exem ption  allowing fisherm en to collectively 
catch, collect, or  p rep a re  aquatic  p roducts  for m arket, the new version of AS 45.50.- 
572(c) extends the exem ption  to include processing, handling, and  m arke ting  o f  
aquatic  products. T h e  term  "association" is defined to have the sam e m ean ing  as it 
does under  the  federal an titrust exem ption.

Section 2 of the bill adds a new subsection to AS 45.50.572 to gran t an  exem ption  
from state  an titrus t laws so th a t fisherm en 's  cooperatives  could en te r  into ag reem en ts  
with fish processors regarding  prices to be paid to fishermen and the m inim um  price 
tha t fish processors will accep t for the sale of their processed  products.
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130 Seward Street, Suite 409 
Juneau, Alaska 99801-2105

M arch  16, 1994

A ntitrust exem ption  for persons  engaged  in th e  fishing industry- 
SB 306 (W ork  O rd e r  No. 8-LS1305\E)

S enato r  Jim D u ncan  
A TTN : R osem arie  A lexander

Geortje UtermohlaZi
Leizislative C ounsel

You have requested  a review of the cu rren t an titrus t exem ption  g ran ted  to 
f isherm en 's  associations under  AS 45.50.572(c) and  of how SB 306 would change  th a t  
exem ption.

I. EXISTING ANTITRUST EXEMPTION FOR FISHERMEN’S ASSOCIATIONS

U n d e r  AS 45.50.572(c), fishermen a re  g ran ted  an  exem ption  from  the s ta te  an ti tru s t  
laws (AS 45.50.562 - 45.50.596) to collectively engage in catch ing  and  collecting o f  
aqua tic  p roducts  and in preparing  those  p roducts  for m arke t.  AS 45.50.572(c) s ta tes:

(c) AS 45.50.562 - 45.50.596 do  not forbid persons  engaged  in the 
fishing industry as fishermen, catching o r  collecting aqua tic  products, 
from  acting toge the r  in associations for the  p u rp ose  o f  catching, 
collecting, or p reparing  for m a rk e t  the ir  p roduct.

In enacting  AS 45.50.572(c) in 1975, the  legislature in tentionally declined  to inc lude  
m arke ting  of aquatic  products u nd er  the  t ,  em ption . T hu s  fisherm en a re  not 
au tho rized  to collectively engage in m arke ting  of the ir  p roduct.  T h e  legislature 
d e le ted  m arketing  activities from the  exem ption  w hen  it a m e n d e d  the bill "to m a k e  
it c lear th a t  [the] exem ption  applies only to f isherm en an d  not to cann eries  o r
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processors ."^  C om m ittee  R epo rt  on CSSSSB 5. A laska State Legislature, Sena te  
Journal, M arch  31, 1975, pp. 585 - 588, at 587.

Aside from  allowing fisherm en to collectively catch or collect aquatic  p roducts  an d  
to p rep a re  the ir  p roducts  for m arke t (presum ably  m eaning  that fisherm en may 
collectively engage in processing-type activities), it is no t clear w hat incidental 
activities m ay be included under the exem ption. T h e  exem ption  does not expressly 
allow fisherm en to collectively sell their catch o r  their p re p a re d  product. Such 
collective selling would seem  to be the na tu ra l result of collect've fishing o r  
processing an d  as such implicitly included in the  exem ption . T h e  alternative result 
would be th a t  a fter collectively catching or processing fish, each  fisherman would 
have to segregate  his/her portion of the catch o r  p roduct from tha t of o the r  
fishermen an d  then individually a t te m p t  to sell his/her portion. In expressly denying 
fishermen the authoriza tion  to collectively engage in m arketing  o f  their catch o r  their 
fish products, the legislature c rea ted  confusion as to w h e the r  fishermen could 
collectively sell their fish o r  their fish products. T h e  verb  "market" is not defined  for 
purposes o f  the exem ption, but is generally defined  to m ean  "to deal in a m arket; to 
buy or sell" o r  "to expose for sale in a m arket; to traffic in; to sell in a m arket: by 
extension, to sell." W ebster 's  New Internationa! Dictionary of the English Language, 
Second Edition  (unabridged), G  & C  M erriam  Co., Springfield, M assachusetts, 
p. 1504 (1958). Given the ordinary m eaning  of "market," fishermen would no t be 
p erm itted  to collectively sell their fish o r  their fish products. If this is the  case, then  
fisherm en may not collectively sell or negotia te  to sell their fish o r  their fish p roducts  
without incurring the risk that they may violate the  s ta te  an titrus t laws.

It is im p ortan t  to r em e m b e r  tha t an ticom petitive  activities are  p rohibited  by both  
state and  federa l an titrus t laws and  tha t an ticom petitive  activities could violate bo th  
state and federa l  law. T h e  state  an titrus t laws a re  m odelled  on the federal an ti trus t  
laws. In te rp re ta t ions  of the federal an titrust laws a re  often  used to in te rp re t  
analogous provisions o f  the  state law. W est v. W hitnev-Fildaluo Seafoods. Inc., 628 
P.2d 10, 14 (A laska  1981); Judiciary C om m ittee  R e p o r t  T o  A ccom pany CSSSSB 
No. 5 (Judiciary), A laska S ta t j  Legislature, S en a te  Journal, April 1, 1975, pp. 598 - 
99.

AS 45.50.572(c) is analogous to the  federa l exem ption  for f isherm en’s associations 
under 15 U.S.C. 521 - 522 (Fisheries C oopera tive  M arke ting  Act). T h e  legislature

The changes made by the House Commerce Com m ittee to exclude canneries and processors 

from the exem ption did not require that marketing activities be excluded from the exemption. The 

committees stated goal was effectively achieved by lim iting the exemption lo "persons engaged in the 

fishing industry as fishermen catching or collecting aquatic products." The committee did not need 

to exclude marketing activities from the exemption to exclude canneries and processors. So, there 

exists the possibility that the committee intentionally denied fishermen the ability to collectively 

engage in  marketing activities.
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in tended  that the  s ta te  exem ption  for fishermen's  associations be in te rp re ted  in light 
o f  the  federal provisions. Judiciary C om m ittee  R epo rt  To  A ccom pany  CSSSSB No. 5 
(Judiciary), A laska State Legislature, Senate  Journal, April 1, 1975, pp. 598 - 99. T h e  
federal exem ption  for fisherm en's  associations states, in part:

Persons engaged  in the fishery industry, as fishermen, catching, collecting, o r  
cultivating aquatic  products, or as planters  of aquatic  p roducts  on  public o r  
private beds, may act toge the r  in associations, c o rp o ra te  o r  otherwise, with o r  
without capital stock, in collectively catching, producing, p reparing  for m arke t,  
processing, handling, and m arketing  in in terstate  an d  foreign com m erce , such 
products  of said persons so engaged. . . .

15 U.S.C. 521. T h e  exem ption  continues on  to include a definition of "aquatic  
products" and  limitations on the s tructure  and  activities o f  qualifying associations. 
See. foo tnote  3.

In relation  to the federal exem ption, the s ta te  exem ption  is bo th  under-inclusive and 
over-inclusive. T h e  federal exem ption  expressly covers m o re  activities (producing, 
processing, handling, and m arketing  o f  aquatic  products)  than does  the  s ta te  
exem ption; in this sense the s ta te  exem ption  is underinclusive. T h e  federa l 
exem ption  is m ore  specific as to the  restrictions placed on  f isherm en’s associations 
and  thus perm its  fewer organizations of fishermen to qualify for the  exem ption  than  
does the  s ta te  exem ption; in this sense the s ta te  exem ption  is overinclusive. As a 
consequence  o f  these  incongruities in the  state  and federal exem ptions, it is possible 
for certa in  f isherm en 's  organizations to engage in certain  activities an d  receive an  
exem ption  from  the federal an titrus t laws yet be in violation o f  th e  state  an titru s t  laws 
and  vice-versa.

To  the  extent th a t a fishermen's  association and  its activities fall within th e  a rea  of 
overlap  in the  s ta te  and federal exem ptions for f isherm en’s associations, the  
association is im m unized  from  liability under both  s ta te  an d  federal an titrus t law s.^

It is im portant to note that it is possible lor a qualified fishermen’s association to be liable 

for anticom petitive activities under the federal antitrust laws (and presumably under the state antita ist 

laws) in spite o f the exemption. Anticom petitive activities outside of the scope o f the exem ption, such 

as, combining w ith a nonfishcrmcn’s organization to restrain trade, engaging in predatory practices 

designed to m onopolize, using violence and coercion to fix prices, etc., would subject an otherwise 

qualified fishermen’s association to civil and criminal liability under the antitrust laws. See, M cH ugh 

v. United States. 230 F.2d 252 (1st Cir. 1956), cert, denied 351 U.S. 966; 100 L.Ed. 1486; International 

Fishermen &  A llied  Workers v. United States, 177 F.2d (9th Cir. 1949), cert, denied 339 U.S. 947,94  

L.Ed. 1361; H in to n  v. Colum bia River Packers Association. 131 F.2d 88 (9 lh  Cir. 1942). Also, if  

otherwise permitted activities under the exemption result in undue enhancement o f the price o f an 

aquatic product, the federal Secretary o f Commerce may bring an action to stop those activities that 

cause the undue price increase. 15 U.S.C. 522.
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In o rd e r  to avoid any prospect of an titrust liability, w hether  s ta te  o r  federal, a 
p ru d en t  fishermen's  association will comply with the strictures o f  bo th  the  federa l an d  
s ta te  exemptions. The p ruden t f isherm en’s association will comply with the  m o re  
rigorous federal criteria conn  oiling the s tructure  and  opera tions  o f  the  association 
while only engaging in those activities (catching, collecting, and  p reparing  aq ua tic  
p roducts  for m arket)  allowed under  the  s ta te  exem ption. As a  consequence , th e  
activities of fishermen's associations a re  significantly constra ined  (relative to  w h a t is 
p erm itted  under federal law) by the limited s ta te  exem ption  g ran ted  by AS 45.50.- 
572(c).

II. PROPOSED ANTITRUST EXEMPTION FOP FISHERMEN’S ASSOCIATIONS
A. SB 306, Section 1:

Section 1 of SB 306 completely rewrites AS 45.50.572(c) so that it is virtually identical 
to its federal coun terpart 15 U.S.C. 521. T h e  new exem ption  for f ish e rm en ’s 
associations would read:

(c) AS 45.50.562 - 45.50.596 do not forbid persons engaged  in th e  
fishing industry as fishermen w ho  catch, collect, o r  cultivate aquatic  p ro d uc ts  
from acting together in associations for the purpose  of collectively catching, 
producing, preparing  for m arket, processing, handling, an d  m arke ting  th e ir  
p roduct. Associations may have m arketing  agencies in com m on an d  may 
m ake contracts and agreem ents  necessary to achieve the  purposes  o f  this 
subsection. In this subsection, "association" m eans  an  association, c o rp o ra te  
or otherwise, with or w ithout capital stock, tha t

(1) is o p e ra ted  for the m utual benefit  of its m em bers;
(2) does not deal in the  aquatic  p roducts  of n o n m em b ers  to  an  

am ou n t grea ter  in value than  th e  association handles for its m em bers; an d
(3) either

(A) does not allow a m e m b e r  of th e  association m o re  
than one vote  because o f  the  a m o u n t of stock or m em b ersh ip  capita l 
the m em ber may own in the  association; or

(B) does not pay dividends on  stock  or m em b ersh ip  
[capital] [sic] in excess o f  eight p e rcen t  a year.-'*

*  Compare with 15 U.S.C. 521:

Persons engaged in the fishery industry, as fishermen, catching, collecting, or cultivating aquatic 

products, or as planters o f aquatic products on public or private beds, may act together in associations, 

corporate or otherwise, with or without capital stock, in collectively catching, producing, preparing 

for market, processing, handling, and marketing in interstate and foreign commerce, such products 
o f said persons so engaged.

(continued...)



T h e  p ro p osed  version of AS 45.50.572(c) does not define "aquatic products" but 
instead relies on  the fact that the te rm  will be construed  in light of the com parab le  
federal provision. Also, the p roposed  version o f  the exem ption does not expressly 
m ention  "planters  of aquatic  p roducts  on public o r  private beds" but intends tha t they 
be subsum ed  in the  class o f  f isherm en cultivating aquatic  products. D esp ite  these 
varia tions from  the text of 15 U.S.C. 521, section 1 o f  SB 306 intends to incorpora te  
the  com ple te  substance  of the  federal exem ption  for f isherm en’s associations under  
15 U.S.C. 521 into the  s ta te  an titrust laws, so tha t the s ta te  law does not prohibit 
fisherm en 's  associations from engaging in activities tha t a re  perm itted  u n d e r  federal 
law.

B. SB 306, Section 2:
Section 2 of SB 306 adds a new exem ption  from  the s ta te  antitrust laws to allow 
fisherm en an d  processors  to collectively agree  on the price that processors will pay 
to fisherm en for aquatic  p roducts  (here inafte r ,  raw fish) and that p rocessors will 
accep t  for the  sale of aquatic  p roducts  (he re in a fte r ,  processed  fish). T h e  goal o f  this 
exem ption  is to  level the playing field so that fishermen a re  in a be tte r  position to 
ob ta in  the  best price for their fish by allowing the  fisherm en to deal with processors 
in o rd e r  to  pu t up a com bined  front against the m ajor  corpora tions that d o m in a te  the  
world m arke ts  for p rocessed  fish.

T h e  exem ption  is narrowly ta ilored  to  allow fisherm en and  fisherm en’s associations 
to collectively ag ree  with processors o r  associations of processors on the  price paid 
to fisherm en and  on  the price charged  to purchasers  o f  processed fish. T h e  
exem ption  does  not au thorize  processors  to collectively ag ree  am ong them selves on  
the prices tha t they will pay for raw fish or charge  for their processed fish. T h e

Senator Jim Duncan
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^(...continued)

Th e term "aquatic products" includes all commercial products o f aquatic life in both fresh and salt 

water, as carried on in the several States, the District o f Columbia, the several Territories o f the 

U nited States, the insular possessions, or other places under the jurisdiction o f the U nited States.

Such associations may have marketing agencies in common, and such associations and their members 

may make the necessary contracts and agreements to effect such purposes: provided, however, that 

such associations are operated for the m utual benefit o f the members thereof, and conform to one 

or both o f the follow ing requirements:

First. That no member o f the association is allowed more than one vote because o f the 

amount o f stock or membership capital he may own therein: or

Second. That the association does not pay dividends on stock or membership capital in excess 

o f 8 per centum per annum, 

and in any case to the following:

Third. T h a i the association docs not deal in the products o f nonmembers to an am ount 

greater in value than such as are handled by it for its members.



exemption only covers combined collective action of fishermen and a processor or an 
association of processors. Without this exemption, collective action by processors on 
prices paid for raw fish or charged for processed fish would not be allowed under the 
State antitrust laws.-/

T h e  exem ption  g ran ted  by the proposed  AS 45.50.572(j) applies only to the  s ta te  
an titrus t laws. T h e  activities covered by the p ro p osed  state  exem ption  w ould  still b e  
subject to federa l an titrust laws. W ithout a co rrespond ing  federal exem ption , th e  
s ta te  exem ption  is virtually of no effect.

T h e  best p ro ced u re  for obtaining a federal an titrust exem ption  for the  activities 
p ro tec ted  u n d e r  the p roposed  AS 45.50.572(j) would be for the  C ongress  to en ac t  a 
s imilar exem ption. Such an ap p roach  may requ ire  several years  before  the  C ongress  
considers  the  issue and  enacts the necessary laws.

In the  absence  of C ongressional action to en ac t  the exem ption, it is possible for th e  
s ta te  to c rea te  an exem ption  from the federa l an titrust laws. U n d e r  th e  judicially 
c rea ted  "state action" exem ption, the anticom petitive actions of the  s ta te  or 
anticom petitive  conduct fostered  by the s ta te  a re  exem pt from  the applica tion  o f  the  
federa l an titrus t laws. Parker  v. Brown. 317 U.S. 341, 87 L .Ed . 315 (1943). T h ro u g h  
the  "state action" exem ption, the  s ta te  may im m unize the otherw ise  an ticom petitive  
actions of private parties, such as fisherm en and  processors, from  the federa l an titrus t 
laws. In o rd e r  for the  "state action" exem ption  to apply, the s ta te  m us t (1) have  
a r ticu la ted  a  c lear an d  affirmative policy to allow anticom petitive  co nd uc t an d  (2) 
provide active supervision of the an ticom petitive  conduct ov the priva te  party. 
California R etail L iquor D ealers  Assn. V. Midcal A lum inum . Inc., 445 U.S. 97, 105, 
63 L .Ed.2d 233. 243 (1980).

T h e  req u irem en t for articulation of a clear an d  affirmative policy to allow otherw ise  
an ticom petitive  conduct would be satisfied by a  provision such as the  p ro p o sed  
AS 45.50.572(j). H ow ever, SB 306 does not con ta in  a provision that w ould  satisfy 
the  second  req u irem en t  of the "state action" exem ption: active supervision. "The 
requ irem en t is designed to ensure  tha t th e  s ta te  action [exem ption] will she lte r  only 
the particu lar  an ticom petitive  acts of private parties  that, in the  ju d g m e n t  o f  the  
State , actually fu r th e r  s ta te  regulatory policies. T o  accomplish this p u rpose , the 
active supervision requ irem en t m anda tes  th a t  the  S tate  exercise ultim ate contro l over  
the  challenged  anticom petitive  conduct." Patrick v. Burnet, 486 U.S. 94, 100-101,100 
L.Ed.2d 83, 92 (1988); citation om itted . T h e  active supervision re q u ire m e n t  is 
satisfied w hen  the  s ta te  has exercised sufficient in dep end en t  ju d g m en t an d  contro l so 
tha t the  details  o f  the  ra te  have been  established  as the  p ro d uc t of d e lib e ra te  s ta te
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y  O n  the other hand, fishermen would still be allowed to collectively bargain on the price that 

they would receive for their fish under AS 45.50.572(c), as amended by sec. 1 o f SB 306.



intervention, not simply by a g ree m en t am ong  private parties. It is not enough  that 
the s ta te  has established, staffed, and  funded a  regulatory p rog ram ; th e re  m ust be a 
m inim um  level of active supervision. Federa l T rad e  Com m ission  v. T icor Title 
Insurance C om p any , 504 U . S .  . 119 L.Ed.2d 410 (1992).

Currently, there  is no state  agency th a t exercises sufficient au thority  over the  price 
paid to fisherm en 1'or raw fish or charged by processors for p rocessed  fish to satisfy 
the "active supervision" requ irem ent. Such authority  would have  to be given to an 
existing agency o r  a new agency would have to be c rea ted . Provisions th a t would 
satisfy the "active supervision" requ irem en t can be ad ded  to SB 306, if it is t iec id ed  
that the state  should  seek  a federa l an titrust exem ption  u n d e r  the "s ta te 'ac tion"  
exem ption, instead of waiting for the  Congress to act on an  exem ption  for collective 
action by fishermen and processors, in regard the  prices paid for  raw fish an d  charged 
for processed  fish.

If I may be of fu rther  assistance, please advise.

G U :pl:m i
94-206.plm

Senator Jim Duncan
March 16, 1994
Page 7



MEMORANDUM State of Alaska
Department of Law

to :  Hon . J im  D u n c a n  
A l a s k a  S e n a t e

date: F e b r u a r y  15 r 1994

FLE NO.: n/a

Ta. no.: 269-5206

sub jec t: SB 306: F e d e r a l  a n t i t r u s t
im m u n i t y

from: ! J a m e s y F o r b e s
^ A s s i s t a n t  A t t o r n e y  G e n e r a l
r*a±c^ B u s i n e s s  P r a c t i c e s  S e c t i o n
A n c h o r a g e

R o s e m a r i e  A l e x a n d e r  o f  y o u r  B t a f f  h a s  a s k e d  f o r  l e g a l  com m en t o n  SB 306 
w h i c h  s e e k s  t o  c o n f e r  a n t i t r u s t  im m u n i t y  on  f i s h e r s  a n d  p r o c e s s o r s  o f  a q u a t i c  
p r o d u c t s  i n  A l a s k a  s o  t h e y  c a n  c o l l e c t i v e l y  n e g o t i a t e  i n  o r d e r  t o  im p r o v e  t h e  
m a r k e t  p r i c e  o f  A l a s k a  s e a f o o d .  S p e c i f i c a l l y ,  s h e  h a s  a s k e d  f o r  com m en t on 
w h e t h e r  t h e  b i l l  c o n f e r s  im m u n i t y  f r o m  f e d e r a l  a n t i t r u s t  l a w  a n d  i f  n o t ,  w h a t  
am en dm en ts  c o u l d  b e  m ade  t o  a c c o m p l i s h  t h a t  p u r p o s e .  A s  t h e  b i l l  i s  
c u r r e n t l y  w r i t t e n ,  i t  c o n f e r s  c t a t e  a n t i t r u s t  im m u n i t y ,  b u t  n o t  f e d e r a l .

F e d e r a l  a n t i t r u s t  im m u n i t y  c a n ,  o f  c o u r s e ,  b e  g r a n t e d  b y  t h e  U .S .  
C o n g r e s s .  B u t  w h e r e  C o n g r e s s  h a s  n o t  g r a n t e d  im m u n i t y ,  t h e  s t a t e s  h a v e  
c e r t a i n  p o w e r s  u n d e r  o u r  s y s t e m  o f  f e d e r a l i s m  t o  r e g u l a t e  com m e rce  w i t h o u t  
a p p l i c a t i o n  o f  f e d e r a l  a n t i t r u s t  l a w .

U n d e r  v a r i o u s  r u l i n g s  o f  t h e  U .S .  S u p rem e  C o u r t ,  a  s t a t e  l e g i s l a t u r e  
h a s  t h e  p o w e r  t o  c o n f e r  f e d e r a l  a n t i t r u s t  im m u n i t y  w h e r e  i t  i n t e n t i o n a l l y  
d e t e r m i n e s  t h a t  c o m p e t i t i o n  i n  an  i n d u s t r y  s h o u l d  b e  r e p l a c e d  w i t h  
r e g u l a t i o n ,  a n d  w h e r e  i t  e s t a b l i s h e s  a  m e c h a n i sm  f o r  a c t i v e l y  s u p e r v i s i n g  t h e  
p r i c e  s e t t i n g  a c t i v i t y .  I n  t h e  s e m i n a l  c a s e  o f  P a r k e r  v .  B r o w n . 317 U .S .  341 
(1943), t h e  c o u r t  r e c o g n i z e d  t h a t  a  C a l i f o r n i a  p r o g r a m  r e g u l a t i n g  p r o d u c t i o n  
a n d  m a r k e t i n g  o f  r a i s i n s  b y  t h e  s t a t e ' s  g r o w e r s  im m u n i z e d  t h e  r a i s i n  i n d u s t r y  
f r o m  a n t i t r u s t  l i a b i l i t y .  T h e  d e c l a r e d  p u r p o s e  o f  t h e  l a w  w a s  " t o  c o n s e r v e  
t h e  a g r i c u l t u r a l  w e a l t h  o f  t h e  s t a t e  a n d  t o  p r e v e n t  e c o n o m ic  w a s t e  i n  t h e  
m a r k e t i n g  o f  a g r i c u l t u r a l  p r o d u c t s " .  T h e  p r o g r a m  a l l o w e d  f o r  a  c o m m i t t e e  
c o n s i s t i n g  o f  g r o w e r s ,  p a c k e r s  a n d  h a n d l e r s  t o  e s t a b l i s h  o u t p u t  a n d  p r i c e s ,  
w h i c h  w e r e  t h e n  c o n f i r m e d  ( o r  n o t )  b y  a  c o m m i s s i o n ,  w h i c h  h a d  t h e  p o w e r  t o  
e n f o r c e  i t s  p r i c i n g  d e c i s i o n s .

I n  t h e  c a s e s  t h a t  h a v e  f o l l o w e d ,  t h e  c o u r t  h a s  f o u n d  t h a t  a n t i t r u s t  
im m u n i t y  e x i s t s  w h e r e  t h e  l e g i s l a t u r e  d e t e r m i n e s  t h a t  c o m p e t i t i o n  i n  an 
i n d u s t r y  i s  m o re  h a r m f u l  t h a n  b e n e f i c i a l ,  a n d  w h e r e  t h e  l e g i s l a t u r e  p u t s  a 
m e c h a n i sm  i n  p l a c e  t o  m o n i t o r  a n d  h a v e  f i n a l  a u t h o r i t y  o v e r  t h e  p r i c e s  a n d  
p r o d u c t i o n  p o l i c i e s  t h a t  a r e  s e t  b y  p r i v a t e  i n d u s t r y  p a r t i c i p a n t s .  T h e  u s u a l  
a r r a n g e m e n t  f e a t u r e s  a  s t a t e  b o a r d  o r  c o m m i s s i o n  t h a t  h a s  p o w e r  t o  r e v i e w  an d  
e i t h e r  a p p r o v e  p r i c i n g  o r  p r o d u c t i o n  p o l i c i e s  e s t a b l i s h e d  b y  p r i v a t e  i n d u s t r y  
p a r t i c i p a n t s ,  o r  r e j e c t  t h e m  w h e r e  t h e  c o m m i s s i o n  f i n d s  t h e  p o l i c i e s  
s u g g e s t e d  b y  t h o s e  p r i v a t e  p e r s o n s  a r e  n o t  i n  a c c o r d  w i t h  s t a t e  p o l i c y .
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A s a  g e n e r a l  r u l e ,  f e d e r a l  a n t i t r u s t  im m u n i t y  w i l l  e x i s t  w h e r e  t h e  
b o a r d  o r  c o m m i s s i o n  o v e r s e e i n g  t h e  i n d u s t r y :  i s  s t a f f e d ,  f u n d e d  a n d
o p e r a t i o n a l ;  h a s  a d e q u a t e  p o w e r  t o  m o n i t o r  c o m p l i a n c e  w i t h  s t a t e  r e g u l a t o r y  
p o l i c i e s ;  h a s  t h e  p o w e r  t o  e n f o r c e  c o m p l i a n c e  i n  s t a t e  c o u r t s ;  a n d  s h o w s  a 
b a s i c  l e v e l  o f  a c t i v i t y  a im e d  a t  i n s u r i n g  t h a t  t h e  p r i v a t e  i n d u s t r y  e n t i t i e s  
c a r r y  o u t  t h e  s t a t e ' s  p o l i c i e s ,  a n d  n o t  s im p l y  t h e i r  own p o l i c i e s .  S e e :  New 
E n g l a n d .M o t o r  R a t e  B u r e a u  v> FTC f 908 f . 2d 10S4 ( 1 s t  c i r .  1990).

i n  t h e  c a s e  o f  c a r r y i n g  o u t  t h e  o b j e c t i v e s  o f  SB 306, a n d  p r o v i d i n g  
f e d e r a l  a n t i t r u s t  im m u n i t y ,  t h e  l e g i s l a t u r e  w o u l d  h a v e  t o  f i n d  t h a t  
c o m p e t i t i o n  among A l a s k a  p r o c e s s o r s  i s  r e s u l t i n g  i n  p r i c e s  t h a t  a r e  s o  lo w  
t h e y  a r e  i n j u r i o u s  t o  t h e  A l a s k a n  e c o n o m y .  T h e  l e g i s l a t u r e  w o u l d  h a v e  t o  
f i n d  t h a t  r e g u l a t i o n  o f  p r i c e s  i s  n e c e s s a r y  t o  c o n s e r v e  t h e  a q u a t i c  w e a l t h  
o f  t h e  s t a t e .  T h e  l e g i s l a t u r e  s h o u l d  t h e n  e s t a b l i s h  a  b o a r d  o r  c o m m i s s i o n  
( o r  g i v e  a n  e x i s t i n g  b o a r d  o r  c o m m is s i o n  new  p o w e r s )  t o  o v e r s e e  t h e  s e t t i n g  
o f  m in im um  p r i c e s  f o r  A l a s k a n  a q u a t i c  p r o d u c t s .  I n d u s t r y  p a r t i c i p a n t s  s u c h  
a s  f i s h e r s  a n d  p r o c e s s o r s  c o u l d  b e  g i v e n  p e r m i s s i o n  ( a s  u n d e r  t h e  c u r r e n t  
d r a f t  o f  t h e  b i l l )  t o  m e e t  a n d  a g r e e  on  m in im um  r e s a l e  p r i c e s  a n d  e x - v e s s e l  
p r i c e s .  T h e  b o a r d  o r  c o m m i s s i o n  m u s t  t h e n  r e v i e w  t h e s e  s u g g e s t e d  p r i c e s  a n d  
e i t h e r  a p p r o v e  o r  r e j e c t  t h e m .  A f t e r  a p p r o v a l ,  t h e  b o a r d  o r  c o m m i s s i o n  m u s t  
n a v e  t h e  a u t h o r i t y  t o  e n f o r c e  t h e  p r i c e  s t r u c t u r e s  —  i n  c o u r t ,  i f  n e c e s s a r y .

I f  p r i c e s  f o r  A l a s k a n  s e a f o o d  w e r e  s e t  i n  t h i s  f a s h i o n ,  t h e  p r i c e  
s e t t i n g  a c t i v i t i e s  o f  t h e  i n d u s t r y  p a r t i c i p a n t s  w o u ld  b e  imm une f r o m  b o t h  
s t a t e  a n d  f e d e r a l  a n t i t r u s t  l i a b i l i t y .

T h i s  m emorandum  i s  i n t e n d e d  t o  a d d r e s s  l e g a l  i s s u e s  o n l y .  To o b t a i n  
t h e  a d m i n i s t r a t i o n ' s  p o l i c y  p e r s p e c t i v e  on  SB 306, p l e a s e  c o n t a c t  t h e  
G o v e r n o r ' s  L e g i s l a t i v e  L i a i s o n  o r  t h e  C o m m i s s io n e r  o f  C om m erce .

c c :  D e b o r a h  B e h r ,  L e g i s l a t i v e  A t t o r n e y ,  D e p a r tm e n t  o f  Law
R ag a  E l im ,  G o v e r n o r ' s  O f f i c e  L e g i s l a t i v e  L i a i s o n
P a u l  F u h s ,  C o m m i s s io n e r  o f  Commerce

JF/



WALTER J. HICKEL, GOVERNOR

DEPARTM ENT OF CO M M ERCE AND  
ECO NO M IC D EV ELO PM ENT P.O. BOX 110800 

JUNEAU. ALASKA 99811-0800 
PHONE: (907) 465-2500 
FAX: (907) 465-5442OFFICE OF THE COMMISSIONER

March 24, 1994

The Honorable Senator Jim Duncan
State Capitol
Juneau, Alaska 99811

Dear Senator Duncan:

I would like to take this opportunity to express my support for the 
timely passage of SB 306, "An Act relating to an antitrust 
exemption for persons engaged in the fishing industry."

This proposed legislation would provide Alaskan fishers with the 
ability to negotiate long term raw fish prices with the processors 
without incurring liability for antitrust violations. This ability for 
collective bargaining will provide a stability factor currently 
lacking in Alaskan commercial fishing prices. Currently, Alaskan 
fishers and processors cannot publicly discuss prices without 
violating U. S. antitrust laws. SB 306 provides for a state antitrust 
exemption.

SB 306 is of vital importance to the current economic outlook of the 
Alaskan fishing industry. Providing stability to commercial fishing 
prices will provide a mechanism for stable consumer prices for 
processed seafood products, thus increasing marketing potential of 
seafood.

SB 306 as an important step in sustaining a viable economic future 
for the Alaskan fishing industry.



B IL L  NO: Senate Bill No. 306

T IT L E : Antitrust Exemption for Fishermen C O N T A C T : Arbe W illiams
465-2700

DATE: March 14 1994

Senate Bill No. 306 would allow fishers to form  associations to negotiate fish prices. AS 
16.20.280 provides that the Department o u L ab o r  serve as m ediator of disputes between fishers 
and fish processors on the price to be paid for salmon . T he  department’s experience has 
revea'ea that the inability of fishers to form such associations, due to current anti-trust laws, to 
negotiate with processors was a primary factor in the dispute.

This legislation would provide a mechanism to stabilize raw  fish prices, thereby protecting 
Alaskan fishers and processors from die debilitating and extreme fluctuations in fish prices. A 
stable fishing industry will have a direct and positive effect on the Alaskan economy. It is only 
reasonable that .Alaskan fishers and processors have the legal ability to protect themselves and 
this important res tree from price setting by outside interests..

The Department of Labor supports Senate Bill No. 306.

.APPROVED:

DATE: / W
Charles W. Mahlen, Corhrmssioner

POSITION PAPER/Department of Labor



2550 Denali Street, Suite 1201 
Anchorage, Alaska 99503 
(907) 276-2007

March 22, 1994 

Edw ard E. Crane
P residen t

Via FAX 465-4748

Senator Jim Duncan 
Alaska State Senate 
State Capitol, Room 119 
Juneau, Alaska 99801-1182

Dear Senator Duncan,

I note that Senate Bill 306 is scheduled for 
hearing in the Senate Resources Committee on Friday, 
March 25. A schedule conflict precludes my attendance at 
that hearing. However, SB306 serves a relevant and highly 
significant purpose, in my view, and I respectfully offer the 
following comments for distribution as you may see fit.

I have been directly or indirectly involved with 
individual producers of food and fiber, and with both formal 
and informal associations of such producers, for nearly 30 
years. That includes almost continuous and intense 
involvement with producers and marketers of agricultural 
commodities of all kinds from 1965 through 1981.

As contrasted with manuic. .urers, an individual 
producer of food and fiber commodities is greatly 
disadvantaged by his or her isolated status within what may 
be a huge conformation of economic forces. The producer is 
further made vulnerable by the limited-life nature of most 
commodities and by the pressure to capture whatever value may 
exist on a timely basis.

There has probably been no more positive statutory 
force affecting commodities producers than the limited 
antitrust exemptions in Federal, and most state, statutes. 
While a superficial glance may suggest they are merely the

Alaska Commercial Fishing and Agriculture Bank



Senator Jim Duncan
March 2?, 1994
Page 2

extension of privilege to a few, such exemptions are in 
actuality the cornerstones of the stability which is critical 
to any food production and distribution system and which 
provides immeasurable benefits to each of us as consumers.

Senate Bill 306 establishes and clarifies this 
important exemption for harvesters, producers, and marketers 
of Alaska's seafood resources. While it will solve no 
problems by itself, its enactment will provide significant 
opportunities for the creation of stabilizing forces which 
will benefit all of Alaska as well as seafood industry 
participants.

Although I am unable to appear at the pending 
hearing, I would be most interested in knowing of future 
opportunities to express support for Senate Bill 306.

Very truly yours, 

Edward E. Crane
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211 Fourth Street. Suite 112 
.Juneau. Alaska 99801 

907/586-2820 
" ix :  9 0 7/463-2545

1‘Iil* H onorable M ik e  M o I t .  > hair 

,in*l M em bers ot the Senate 

Resources C o m m itte e  

The C a p itn i B u ild in g  

luneau. A laska tJ08 d l

Dear C h a irm a n  M ille r  .no •tim tt:. •• M e m iv :

1 !• '\  s u p p o rts  S B  .’ Ob • •eariiin.u N niitrti.M  E x e m p tio n  :o r > o iin te rc i.il F isherm en

m d we request that a hearm c f'>* -h e d u ie d  tn the near 'autre

Chis leg is la tio n  '.ois : ir ' t : ••com m ended .n the \la s k a  M tornes tje n e ra l Report
on the Bristol Bay ..tlm on Fishers

Fisherm en need to breathe new '• iIo  in m r industry. Th is  b il l  is one avenue to be

able  to ,.lo so it g ives Fisherm en the a b il ity  to m ake .o lle c ttv e  b a rg a in in g  
agreem ents w ith  processors

This is o n ly  one o t the lirs t ->teps fish e rm e n  v ie w  as a m eans to sta b ilize  salm on
prices in the State o Alaska.

\tra in , this is a \ - t v  im portant 

m uch m p re c ia te  a h earin g  >

im p o rta n t m atter w ith  .on

sue ' ' the tisherm en  ol \ la s k .i out we w o uld  very 

.thle :,i have die ipportu** v o  discuss this

S i n e  er e I v

J.4rry,/ M e t" lin e  

t ip  A President JSl l.obbvist

cc: Senator Jim Duncan

MEMBER ORGANIZATIONS

Alaska Ciab Coalition > Alaska Lcngline Fisherman s Associneon • Alaska Trolers Association • Area K Seiners Assoaanon 
Bering Sea Fishermen s Association ■ Bristol Bav Onlineiiers Association • Concerned Aren M" Fishermen 

Cook Inlet Aquaculture Association • Cordova Oistncl Fishermen United • Kenai Peninsula Fishermen s Association 
NonhPacilic Fisheries Association • Northern Southeast (legions! Aauacullure Association • Peninsula Marketing Association 

Petersburg Vessel Owners Association • Prince William Sound Aquaculture Corporation • Seatood Producers Coo
Ki

UNITED FISHERMEN OF ALASKA
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Cordova District Fishermen Unitec
P.O. Box 93$ 

Cordova, Alaska 9957* 
(907) 424-3447 FAX (907) 424-343C

March 28, 1994

Senator Jim D uncan 
Alaska State Legislature 
S ta te  C ap ita l 
juneau, AK 998JM 182

D ear Senator Duncan:

On behalf of C ordova District Fishermen United (CDFUl, 1 am pleased to w rite in support of Senate Bill 
306-A n  Act relating to an antitrust exemption for versons engaged tn the fishing industry. CDFU supports SB306 
for three prim ary reasons:

• SB306 serves to clarify am bigu ities in existing law.
U nder current law, it is clear that fisherm en m ay harvest, process and handle their catch or prepared 
product collectively but it is unclear w hether they m ay collectively see the fruit of their labors through to 
the m arketpL  The current law is in terpreted  by som e to m ean that after collectively catching or 
processing the'n 'Ish, each individual fisherm en has to separate his portion of the catch or product from 
that o t o ther fishermen and then a ttem pt to sell his portion individually. CDFU supports SB306 because it 
exp re ssly, allow s fisherm en to collectively sell their catch or their prepared product.

• SB306 rem oves inconsistencies b e tw e en  state an d  federa l laws.
The federal exemption covers harvesting , processing, handling and m arketing and is, thus, inconsistent 
w ith existing state law, This inconsistency creates an  atm osphere w herein a group of fisherm en m ay 
acquire an exem ption from the state governm ent and be in violation of federal lnw -and vice versa. Section 
1 of SB306 rew rites existing jaw to m ake the state exem ption virtually identical to its federal counterpart. 
CDFU believes this is an im portan t im provem ent o v er existing state law.

• SB306 levels the p laying field  fo r fisherm en.
Section 2 oLSB306 places fisherm en in a b e tte r position  to obtain the best price for their fish by allow ing 
them  to collectively agree on the price- that processors will pay to fisherm en for raw fish and that 
processors will accept for the sale of processed fish. This will have the effect of leveling the p lay ing  field 
so that fisherm en are in a better position to obtain the best , rice for their fish by allow ing them  to deal 
wltl. processors in order to put up a united front against the m ajor corporations that dom inate the w orld 
m arkets for processed fish.

The nearly 250 commercial fishermen w ho com prise CDFU stand together with United Fisherm en of Alaska 
and other fishing groups in support of SB306. If you have any questions or require additional inform ation, 
please do not hesitate to contact me at the num ber above, Thank you for your consideration.

Sincerely,

CORDOVA DISTRICT FISHERMEN U N ITE D

D om e H aw xhurst, Executive Director



MEMORANDUM State of Alaska
Department of Law

'O: C h a r le s  E. C o le  date: June  7 , 1993
A t t o r n e y  G e n e ra l

reno.. 6 6 1 - 9 1 - 0 4 5 5

t e l .  n o . . 2 6 9 -5 2 2 1

k  s u b j e c t  B r i s t o l  3 a y  Sa lm on I n v e s t i g a t i o n

cw: /'Jamessl F o rb e s
\ A s s i s t h n t  A t t o r n e y  G e n e ra l  
F h i r - B f u s in e s s  P r a c t i c e s  S e c t io n  
A n c h o ra g e

T h is  memorandum c o n t a in s  t h e  r e p o r t  o f  o u r  i n v e s t i g a t i o n  
i n t o  t h e  B r i s t o l  Bay s o c k e ye  sa lm on i n d u s t r y .  O ur i n v e s t i g a t i o n  
c e n t e r e d  on t h e  p r o c e s s o r s  i n  B r i s t o l  Bay, b u t  i n  t h e  c o u r s e  o f  
g a t h e r i n g  m a t e r i a l  f ro m  and a b o u t  them , we a l s o  o b t a in e d  some 
i n f o r m a t i o n  on t h e  b u s in e s s  p r a c t i c e s  o f  t h e  b u y e r s  o f  B r i s t o l  3ay  
s a lm o n ,  who im p o r t . 'm o s t  o f  t h e  p ro c e s s e d  f i s h  i n t o  i t s  p r im a r y  
m a r k e t s  i n  J a p a n .

The r e a d e r  s h o u ld  be aware t h a t  m os t o f  t h e  c o n c lu s io n s  
we d ra w  a b o u t  t h e  Japa n ese  b u y e rs  i s  i n  t h e  n a t u r e  o f  in f o rm e d  
c o n j e c t u r e ,  based  on a v a i l a b l e  i n f o r m a t i o n .  We w e re  n o t  a b le  t o  
c o n a u c t  an i n - d e p t h  r e v ie w  o f  d i r e c t  e v id e n c e  o f  t h e  b u s in e s s  
p r a c t i c e s  o f  t h e  im p o r t e r s ,  such  as t h e i r  b u s in e s s  r e c o r d s .  T h is  
r e p o r t  s h o u ld  be r e a d  w i t h  t h a t  u n d e r s t a n d in g .  We make no c la im  t o  
h a v in g  c o n c l u s i v e  e v id e n c e  o f  p r i c e  f i x i n g ,  o r  o t h e r  i l l e g a l  
c o n d u c t ,  b u t  we do b e l i e v e  t h a t  t h e  r e p o r t  shows how v a r i o u s  p a r t i e s  
had t h e  means, o p p o r t u n i t y ,  and m o t iv e  t o  re d u c e  B r i s t o l  Bay sa lm on  
p r i c e s  i n  r e c e n t  y e a r s .

A n t i t r u s t  i n v e s t i g a t o r  Sue W in to n  and I  c o m p i le d  m os t o f  
t h e  i n f o r m a t i o n  c o n t a in e d  h e r e i n .  U n i v e r s i t y  o f  A la s k a  S o u th e a s t  
e c o n o m is t  D a v id  Reaume p r o v id e d  e co n om ic  a n a l y s i s  and v a l u a b le  
a s s i s t a n c e  i n  d r a f t i n g .

INTRODUCTION

T h is  i n v e s t i g a t i o n  began i n  e a r l y  1991  i n  r e s p o n s e  t o  
c o n c e r n s  t h a t  d e c l i n i n g  e x - v e s s e l  p r i c e s  f o r  B r i s t o l  Bay s o cke ye  
s a lm o n  w e re  b r o u g h t  a b o u t  by  c o l l u s i o n .  We su b p o en a ed  docum en ts  
f ro m  p r o c e s s o r s ;  r e v ie w e d  p u b l i c  r e c o r d s ,  p re s s  r e p o r t s  and p r e v io u s



s t u d i e s ;  and  t o o k  doze: .s o f  s z a t a m e n t s , b o t h  s w o rn  and  u n s w o r n . 1 A 
r e d u c t i o n  i n  f u n d i n g  f o r  a n t i t r u s t  e n f o r c e m e n t  i n  1992  f o r c e d  t h e  
c u r t a i l m e n t  o f  t h e  i n v e s t i g a t i o n .  The i n t e n t  o f  t h i s  r e p o r t  i s  t o  
p a s s  a l o n g  t h e  i n f o r m a t i o n  we o b t a in e d ,  w i t h  o u r  i n t e r p r e t a t i o n ,  f o r  
t h e  c o n s i d e r a t i o n  o f  t h o s e  wno make p o l i c y  a f f e c t i n g  t h e  B r i s t o l  Bay 
f i s h e r y .

We l i m i t e d  o u r  i n v e s t i g a t i o n  t o  t h e  B r i s t o l  Bav f i s h e r y  
f o r  s e v e r a l  r e a s o n s :  t h e  m a jo r  f i r m s  i n v o l v e d  i n  __.a o t h e r
s i g n i f i c a n t  A la s k a n  c o m m e rc ia l  f i s h e r i e s  do  b u s in e s s  t h e r e  i l l o w i n g  
us  an o p p o r t u n i t y  t o  e xam ine  t h e i r  b u s in e s s  p r a c t i c e s ;  t.u a f i s r . e r y  
i s  s m a l l  enough  t h a t  a r e v ie w  o f  t h e  n e c e s s a r y  b u s in e s s  r e c o r d s  was 
w i t h i n  c u r  a b i l i t y  t o  manage; and t h e  f i s h e r y  had x p e r ie n c a d  
d r a m a t i c  s w in g s  i n  e x - v e s s e l  p r i c e s  i n  j u s t  a few  y e a r z .  p r o v i d i n g  
a g o o d  o p p o r t u n i t y  t o  e x p lo r e  t h e  r e a s o n s  w i iv .

B e f o r e  g e t t i n g  i n t o  t h e  b od y  o f  t h e  r e p o r t ,  a b r i e f  
sum m ary  o f  t h e  p r im a r y  l e g a l  p r i n c i p l e s  i n v o l v e d  i s  i n  o r d e r .

A n t i t r u s t  Law

T h ese  a re  t h e  f e d e r a l  and s t a t e  la w s  t h a t  p r o t e c t  t r a d e  
and  com m erce  f r o m  u n l a w f u l  r e s t r a i n t s .  T h i s  r e p o r t  f o c u s e s  on p r i c e  
f i x i n g  and  m o n o p o l i z a t i o n ,  tw o  a c t i v i t i e s  p r o h i b i t e d  by  a n t i t r u s t  
l a w s .  The b a s i c  p r i n c i p l e s  o f  a n t i t r u s t  la w  a r e  f o u n d  i n  t h e  
Sherm an A n t i t r u s t  ;A c t  o f  1390 ,  w h ic h  ha s  been  c a l l e d  t h e  Magna 
C h a r ta  o f  f r e e  t r a d e .

M o n o p o ly

A m o n o p o ly  i s  u s u a l l y  f o u n d  t o  e x i s t  when a f i r m  s e l l i n g  
a p r o d u c t  a c q u i r e s  t h e  pow er t o  i n c r e a s e  p r i c e s  o r  e x c lu d e  
c o m p e t i t i o n  i n  a s p e c i f i c  m a rk e t .  W h i le  i t  t r a d i t i o n a l l y  i s  n o t  
f o u n d  t o  e x i s t  u n le s s  a s i n g l e  f i r m  p o s s e s s e s  t h e  p o w e r ,  some c o u r t s  
h a ve  f o u n d  t h a t  tw o  o r  more f i r m s  can  j o i n t l y  m o n o p o l i z e  a l i n e  o f  
com m erce  and  e x e r c i s e  s h a re d  m o n o p o ly  p o w e r .  To v i o l a t e  t h e  la w ,  a 
m o n o p o l i s t  m u s t  u s u a l l y  be shown t o  h a ve  d e l i b e r a t e l y  a c q u i r e d  t h e  
p o w e r .  No s e t  m a rk e t  s h a re  has been  e s t a b l i s h e d ,  a l t h o u g h  m o n o p o ly  
p o w e r  i s  u s u a l l y  p resum ed  t o  e x i s t  /hen a f i r m ' s  m a r k e t  s h a r e  
e x c e e d s  70%, and  u s u a l l y  p resum ed n o t  t o  e x i s t  when m a r k e t  s h a re  
d r o p s  b e lo w  40% . C o u r t s  g e n e r a l l y  c o n s i d e r  a l l  r e l e v a n t  e v id e n c e  
when d e c i d i n g  w h e th e r  m o n o p o ly  pow e r  e x i s t s  i n  a g i v e n  i n s t a n c e ,  and 
a r e  n o t  bound  by m a rk e t  s h a re  c a l c u l a t i o n s .  A m o n o p o l i s t  can 
m a i n t a i n  a s e l l i n g  p r i c e  t h a t  i s  above  t h e  p r i c e  t h a t  w o u ld  p r e v a i l  
i f  t h e  m a r k e t  w e re  c o m p e t i t i v e .

O l i g o p o l y

'D ocum en ts  we o b t a in e d  u n d e r  s u o p o e n a  a r e  s u b j e c t  t o  
AS 4 5 . 5 0 . 5 9 2 ,  w h ic h  p r o v id e s  c e r t a i n  p r o t e c t i o n  f o r  t r a d e  s e c r e t  
i n f o r m a t i o n .  A c c o r d i n g l y ,  t o  t h e  e x t e n t  t h a t  i n f o r m a t i o n  i n  t h i s  
r e p o r t  i s  b a s e d  on subpoenaed  d o c u m e n ts ,  we h a ve  t a k e n  s t e p s  t o  
i n s u r e  t h a t  t r a d e  s e c r e t s  o f  i n d i v i d u a l  c o m p a n ie s  a r e  n o t  r e v e a le d .



An o l i g o p o l y  i s  g e n e r a l l y  fo u n d  t o  e x i s t :  w h e re  a few  
f i r m s  accoun t:  f o r  m os t o f  ode s a le s  o f  a p r o d u c t .  I n  some
c i r c u m s t a n c e s ,  t h e  o i i g o p o i i s t s  can a p p r o x im a te  t h e  m a r ic e t  pow er o f  
a m o n o p o l i s t  t h r o u g h  c o o r d i n a t i o n ,  e i t h e r  e x p l i c i t  o r  i m p l i c i t .  The 
h a l lm a r k  o f  an o l i g o p o l y  i s  t h a t  no f i r m  w i l l  make a p r i c i n g
d e c i s i o n  w i t h o u t  r e f e r e n c e  ~o th e  a n t i c i p a t e d  r e s p o n s e  o f  t h e  o c h e r  
o i i g o p o i i s t s .  O l i g o p o l i s t s  f r e q u e n t l y  m a in t a i n  p r i c e s  p a r a l l e l  t o  
t h e i r  c o m p e t i t o r s .  The s t r u c t u r e  o f  an o l i g o p o l i s t i c  m a rk e t  makes 
i t  r e l a t i v e l y  e a s y  f o r  t h e  f i r m s  i n v o l v e d  t o  c o o p e r a t e  t o  keep  
p r i c e s  a t  l e v e l s  above  w he re  th e y  w o u ld  be i n  t h e  p re s e n c e  o f  t r u e  
c o m p e t i t i o n .  H i g h l y  c o n c e n t r a t e d  i n d u s t r i e s  — u s u a l l y  fo u n d  t o  
e x i s t  w h e re  f o u r  f i r m s  c o n t r o l  a b o u t  50% o f  t h e  i n d u s t r y  o u t p u t  —
w he re  t h e r e  i s  p r o d u c t  h o m o g e n e i ty ,  s i m i l a r  c o s t  s t r u c t u r e s ,  and
h ig h  b a r r i e r s  t o  e n t r y  i n t o  t h e  b u s in e s s  a r e  m ore  p ro n e  t o
c o l l u s i o n ,  and  a r e  more l i k e l y  t o  a p p r o x im a te  t h e  b e h a v io r  c f  a 
c o l l e c t i v e  m o n o p o ly .  F o r  t h e s e  r e a s o n s ,  c o u r t s  nave  fo u n d  t h a t ,  
even  w h e re  t h e r e  i s  no e v id e n c e  o f  an e x p re s s  a g re e m e n t  t o  f i x  
p r i c e s ,  p r i c e  f i x i n g  w i l l  be i n f e r r e d  i n  an o l i g o p o l y  whe re  th e  
e x i s t e n c e  o f  enougn  " p lu s  f a c t o r s "  a re  p ro v e d .  These  " p l u s  f a c t o r s "  
u s u a l l y  i n c l u d e :  t h e  o p p o r t u n i t y  o f  o l i g o p o l i s t s  t o  m e e t t o  a g re e
on p r i c e  s t r a t e g y ;  m os t f a v o r e d  c u s to m e r  c la u s e s ;  p a r a l l e l  p r i c i n g ;  
p r i c e  i n f o r m a t i o n  s h a r i n g ;  and p r o d u c t  u n i f o r m i t y .

Monopsony

A m onopsony  i s  t h e  c o n v e r s e  o f  a m o n o p o ly ,  w h e re  t h e r e  
a r e  many s e l l e r s  of* a p r o d u c t ,  and one b u y e r  c o n t r o l s  so  much o f  t h e  
a c q u i s i t i o n  s i d e  o f  t h e  m a rk e t  t h a t  t h e  b u y e r  c a n  c o n t r o l  p r i c e s .

O l ig o p s o n y

The c o n v e r s e  o f  an o l i g o p o l y .

M a rk e t  pow e r

M a rk e t  pow e r  i s  t h e  pow e r o f  a m o n o p o l i s t  o r  an 
o l i g o p o l i s t  i n  a h i g h l y  c o n c e n t r a t e d  m a rk e t  t o  r a i s e  p r i c e s  above  
c o m p e t i t i v e  l e v e l s  —  o r  t h e  pow er o f  a m o n o c s o n is t  o r  o l i g o p s o n i s t  
t o  lo w e r  p r i c e s  b e lo w  c o m p e t i t i v e  l e v e l s .

A RECE2IT (AND BRIEE) HISTORY OF BRISTOL BAY

The 1970s  and 1 9 80 s

I n  t h e  e a r l y  t o  m id - 1 9 7 0 s  t h e  B r i s t o l  Bay s o c k e y e  sa lm on  
r u n  was d e p r e s s e d .  H a r v e s t  l e v e l s  i n  197 3 and 1974 had  d ip p e d  t o  an 
a v e ra g e  o f  6 m i l l i o n  p o u n d s ,  down f ro m  o v e r  100 m i l l i o n  pounds  i n  
1 9 70 .  B e g in n in g  i n  1 9 7 5 ,  h o w e ve r ,  B r i s t o l  Bay s o c k e y e  s a lm o n  s t o c k s  
began  a s u s t a i n e d  p e r i o d  o f  r e c o v e r y ,  r e a c h in g  a m ode rn  h i g h  o f  215 
m i l l i o n  pounds  i n  1 9 8 3 ,  and f a l l i n g  no lo w e r  t h a n  85 m i l l i o n  pounds 
s i n c e .  The r e l e v a n t  d a ta  a r e  g i v e n  i n  T a b le  - 1 .

W i t h  t h e  a d v e n t  o f  s e c u l a r  r e c o v e r y  i n  t h e  s t o c k  o f  
B r i s t o l  Bay s o c k e y e  cam? s t r u c t u r a l  c h a n g e .  J a p a n e s e  t r a d i n g  
c o m p a n ie s  began  b u y in g  l a r g e  q u a n t i t i e s  o f  f r o z e n  B r i s t o l  Bay
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s o c k e y e  sa lm o n  f ro m  B r i s t o l  bay p r o c e s s o r s  i n  1 9 7 3 . : I n  t h e  p ro c e s s
t h e y  b i d  up t h e  e x - v e s s e l  p r i c e  ( t h e  p r i c e  r e c e i v e d  by  f i s h e r s )  f ro m  
$ 0 . 6 0  p e r  pound  i n  1977 t o  SO. 73 p e r  pound  i n  1 9 7 8 ,  and th e n  t o  
$ 1 . 0 2  p e r  pound  i n  1 9 7 9 .  I n  two  y e a r s  t h e  p r i c e  r e c e i v e d  by B r i s t o l  
Bay f i s h e r s  f o r  t h e i r  c a t c h  had r i s e n  70 p e r c e n t .  W*hat i s  more, t h e  
70 p e r c e n t  p r i c e  i n c r e a s e  f ro m  1977 t o  1979 was a c h ie v e d  i n  th e  f a c e  
o f  a 337  p e r c e n t  i n c r e a s e  i n  h a r v e s t  l e v e l s .  Had i t  n o t  bee f o r  
t h e  f a c t  t h a t  s o c k e y e  h a r v e s t s  w e re  r i s i n g  s h a r p l y  j u s t  whe. t h e  
J a p a n e s e  w e re  i n c r e a s i n g  t h e i r  p u rc h a s e s  c f  f r o z e n  s a lm o n  f r o  -.ar 
z e r o  t o  o v e r  30 p e r c e n t  o f  t h e  t o t a l  s o c k e y e  h a r v e s t ,  t h e  i n  .a se  
i n  e x - v e s s e l  p r i c e  m ig h t  have  been even  m ore  s p e c t a c u l a r .  The p r i c e  
g a i n s  c o u ld  n o t ,  h o w e ve r ,  be s u s t a i n e d .  When t h e  s e co n d  i n  a s e r i e s  
o f  r e c o r d  h a r v e s t s  a p p e a re d  i n  1930 ,  e x - v e s s e l  p r i c e s  r e t u r n e d  t o  
t h e i r  1977  l e v e l s .  The c o m p e t i t i o n  f o r  f i s h  t h a t  had  b i d  up p r i c e s  
i n  1978  and 1979  had been  m uted  by c o n t i n u e d  a b u n d a n ce .

The Ja p a n e se  p re s e n c e  i n  B r i s t o l  Bay g re w  t h r o u g h o u t  t h e  
d e c a d e  o f  t h e  1 9 8 0 s .  Be tween  1981 and 1984 n e a r l y  h a l f  t h e  B r i s t G l  
Bay s o c k e y e  c a t c h  was f r o z e n ,  up f ro m  n e a r  z e r o  i n  1 9 7 7 .  Even so ,  
t h e  s u p p l y  a v a i l a b l e  f o r  c a n n in g  was n e t  as y e t  s e v e r e l y  r e s t r i c t e d  
t h a n k s  i n  l a r g e  p a r t  t o  a c o n t i n u a t i o n  o f  h i s t o r i c a l l y  h ig h  h a r v e s t  
l e v e l s .  The r a t h e r  s m a l l  w e ig h t  o f  t h e  canned  s o c k e y e  pack  i n  1932  
( 1 1 . 3  m i l l i o n  po u nd s ,  down f ro m  5 7 .5  m i l l i o n  pounds  i n  1981 ) a l l o w e d  
i n v e n t o r i e s  w h ic h  had been  b u i l t  up d u r i n g  t h e  p r e v i o u s  t h r e e  y e a r s  
t o  be s o l d  o f f  and c a n n o t  be v ie w e d  as e v id e n c e  t h a t  t h e  g r o w in g  
J a p a n e s e  demand f o r  f r o z e n  3 r i s t c l  Bay s o c k e y e  was a t  t h a t  t im e  
im p i n g i n g  upon  c a n r ie r s '  s u p p l i e s  o f  u n p ro c e s s e d  f i s h .

I n  1 9 8 5 ,  h o w e v e r ,  t h i n g s  began  t o  change  a g a in .  I n
r e s p o n s e  t o  boom in g  consum e r demand, J a p a n e s e  b u y e r s  o f  f r o z e n
s o c k e y e  s a lm o n  in c r e a s e d  t h e i r  B r i s t o l  Bay p u r c h a s e s  f r o m  67 m i l l i o n  
p o u n d s  i n  1984 t o  91 m i l l i o n  pounds i n  1 9 85 ,  and  t h e i r  m a rk e t  s h a re  
f r o m  49 p e r c e n t  t o  68 p e r c e n t .  E x - v e s s e l  p r i c e s  once  a g a in  r o s e  and
t h i s  t im e  c a n n e r s  fo u n d  th e m s e lv e s  i n  t h e  p o s i t i o n  o f  h a v in g  t o  pay
much h i g h e r  p r i c e s  i n  o r d e r  t o  o b t a i n  p r o d u c t  and , (m o rs  im p o r t a n t l y  
t o  them  i n  t h e  lo n g  r u n ) , i n  o r d e r  t o  r e t a i n  c o n t r o l  o v e r  t h e  c o r e  
o f  t h e i r  f l e e t  o f  f i s h e r s  and b o a t s .

BRISTOL BAY SOCXEYE SALMON

(0 0 0 'S ) ( 0 0 0 'S ) ( 0 0 0 'S ) AVG. EX
POUNDS POUNDS POUNDS PERCENT VESSEL

YEAR HARVESTED FROZEN CANNED FROZEN PRICE

1975 2 6 , 9 4 4 102 2 1 ,3 1 9 0 . 4 $ 0 . 4 0
1976 3 4 ,2 7 8 384 2 8 ,4 2 6 2 . 6 0 . 5 0
1977 3 2 ,6 7 2 586 2 7 ,4 9 5 1 . 8 0 .  60
1978 53 , 576 6 , 307 3 7 ,1 3 6 1 0 .8 0 .7 3
1979 1 2 6 , 4 2 9 3 8 ,0 3 2 4 4 , 3 5 0 3 0 . 1 1 .0 2
1980 1 3 3 , 5 4 1 3 1 , 8 5 6 4 6 , 3 7 9 23 .9 0 .5 7
1931 1 5 8 ,4 8 3 4 9 ,6 1 4 5 7 ,4 5 6 3 1 .3 0 . 7 7

1 F ro z e n  s o c k e y e  sa lm o n  i s  s o l d  a lm o s t  e x c l u s i v e l y  i n  J a p a n ,  
w h i l e  ca n n e d  s o c k e y e  i s  s o l d  a lm o s t  e x c l u s i v e l y  i n  o t h e r  m a rk e ts .
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1982 9 6 ,6 6 3 57 , 537 1 1 ,3 0 8 59 . 6 0 .  63
1983 2 1 4 ,3 3 9 103 ,432 5 4 , 5 7 1 43 .1 0 .  64
1984 1 3 8 ,1 5 9 6 7 ,3 5 5 4 6 ,7 3 7 43 . 3 0 . 66
1985 1 3 4 ,9 1 3 9 1 ,3 1 9 2 3 ,7 3 0 67 . 7 0 .3 3
1986 95 , 943 7 5 ,0 1 1 1 1 ,5 3 6 7 8 .2 1. 43
1987 3 7 ,4 5 0 6 3 ,7 9 3 1 5 , 1 9 1 73 . 0 1. 40
1983 34 , 678 7 3 ,4 7 6 6, 677 3 6 .3 2 . 10
1989 1 6 3 ,1 7 5 1 0 9 ,3 4 0 3 2 ,5 7 4 6 7 .3 1 .2 5
1990 1 9 3 ,9 5 5 1 2 9 ,7 0 0 3 0 , 5 8 1 65 . 2 1. 09
1991 1 4 0 ,2 2 1 3 3 ,0 5 9 4 0 ,6 0 7 5 9 .2 0 . 7 0
3.992

SOURCES: POUNDS— ADF&G 3 r i s t c i  Bay Management: R e p o r ts
PRICE—  ADFSG, D i v i s i o n  o f  C o m m e rc ia l  F i s h e r i e s ,  s p e c i a l  

p r i n t o u t

The g r e a t  B r i s t o l  Bay P r i c e  War o f  1 9 8 5 / 1 9 3 3  had  begun . 
C o m p e t i t i o n  among c a n n e rs  and J a pa n ese  b u y e r s  o f  f r o z e n  f i s h  came t o  
a head  as d e c l i n i n g  h a r v e s t s  c o u p le d  w i t h  a b o o m in g  Japanese  
c o n sum e r demand f o r  sa lm on  d ro v e  e x - v e s s e l  p r i c e s  t o  h i s t o r i c  h ig h s .  
I n  1 9 8 6 ,  1 9 87 ,  and 1983 t h e  s h a re  o f  t h e  B r i s t o l  3 a v  h a r v e s t  w h ic h  
was f r o z e n  (and  th a n  l a r g e l y  s h ip p e d  t o  Japan ) a v e ra g e d  7 9 .3  
p e r c e n t .  J a p a n e s e  demand i n  t h e s e  y e a r s  d r o v e  t h e  p r i c e  r e c e i v e d  by 
f i s h e r s  f ro m  $ 0 .3 3  p e r  pound i n  1935 t o  $ 1 .4 3  p e r  po un d  i n  1 9 36 ,  
$ 1 . 4 0  p e r  pound  i n  .1987, and th e n  t o  $ 2 . 1 0  p e r  pound  i n  1983 .  3v 
1933  B r i s t o l  3 a y  qannea p r o d u c t i o n  o f  s o c k e y e  had f a l l e n  t o  6 . 7  
m i l l i o n  po u n d s ,  i t s * l o w e s t  l e v e l  s in c e  1973 and  a m ere  12 p e r c e n t  o f  
t h e  poundage  canned  j u s t  f i v e  y e a r s  e a r l i e r .  F o r  a l l  i n t e n t s  and 
p u rp o s e s ,  t h e  c a n n e rs  w e re  b e in g  d r i v e n  o u t  o f  B r i s t o l  Bay by  a 
s e e m in g ly  i n s a t i a b l e  Ja p a n e se  demand f o r  f r o z e n  s a lm o n .  A l t h o u g h  
t h e  h a r v e s t s  o f  1 9 8 5 / 1 9 8 3  w o u ld  have  g l u t t e d  t h e  m a r k e t  i n  1977 and 
1973 when t h e  c a n n e rs  w e re  v i r t u a l l y  t h e  w h o le  show i n  B r i s t o l  Bay, 
t h e y  f a l l  f a r  s h o r t  o f  t h e  l e v e l s  needed  t o  s a t i s f y  t h e  com b ined  
1 9 3 5 / 1 9 8 3  demand f o r  canned  and f r o z e n  s o c k e y e  a t  c o n s t a n t  p r i c e s .

To f i n d  a t  l e a s t  one r e a s o n  why Ja p a n e se  b u y e r s  i n  1986 
s u d d e n ly  became w i l l i n g  t o  pay  s u b s t a n t i a l l y  h i g h e r  p r i c e s  f o r  
s o c k e y e  sa lm on  one neea l o o k  no f a r t h e r  t h a n  t h e  y e n / d o l l a r  e xchan ge  
r a t e .  From 1980  t h r o u g h  1985 t h e  J u l y  a v e ra g e  v e n / d o l l a r  e xcha n g e  
r a t e  n e v e r  once  f e l l  b e lo w  220 yen  p e r  d o l l a r ,  ’- ' h i l e  i n  J u l y  1985 i t  
s t o o d  a t  241  y e n  p e r  d o l l a r .  I n  l a t e  1 9 3 5 ,  h o w e ve r ,  t h e  yen  began 
t o  a p p r e c i a t e  s h a r p l y  r e l a t i v e  t o  t h e  d o l l a r  w i t h  t h e  r e s u l t  t h a t  
t h e  y e n / d o l l a r  e xchange  r a t e  had f a l l e n  t o  159 yen  p e r  d o l l a r  by  
J u l y  1 9 86 ,  a t w e l v e  m on th  p lu n g e  o f  34 p e r c a n t .  The f a l l i n g  
e x ch a n g e  r a t e  m ean t t h a t  d e s p i t e  a n e a r  d o u b l i n g  i n  1986  o f  e x ­
v e s s e l  p r i c e s  i n  B r i s t o l  Bay, t h e  p r i c e  i n  To kyo  r o s e  o n l y  1 2 .5  
p e r c e n t .

By J u l y  1983 , t h e  v e n / d o l l a r  e x ch a n g e  r a t e  had  f a l l e n  t o  
13 3 yen  p e r  d o l l a r ,  enough on i t s  own t o  d r i v e  e x - v e s s e l  p r i c e s  f ro m  
$ 0 . 8 3  p e r  pound  i n  1985 t o  o v e r  $ 1 .5 0  p e r  pound  i n  1 9 8 8 )  The f a c t  
t h a t  1988 e x - v e s s e l  p r i c e s ,  i n  f a c t ,  a v e ra g e d  $ 2 . 1 0  p e r  pound 
r e q u i r e s  f u r t h e r  e x p l a n a t i o n .  S p e c u l a t i v e  f e r v o r  on t h e  p a r t  o f  
J a p a n e s e  b u y e r s  may be p a r t  o f  t h e  s t o r y ,  b u t  o t h e r  f a c t o r s  may a l s o  
h a v e  been  a t  w o r k .
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Once a g a in ,  h o w e ve r ,  t h i n g s  changed . I n  J u l y  1989 
J a p a n e s e  w h o le s a le  p r i c e s  f o r  f r o z e n  s o c k e ye  s u d d e n ly  p lu n g e d  o v e r  
2 0 p e r c e n t  f ro m  th e  June  1989 a v e ra g e ,  d e s p i t e  o n l y  a m cde s t  
i n c r e a s e  i n  t h e  y e n / d o l l a r  exchange  r a t e .  A c c o r d in g  t o  d a t a  
p r o v i d e d  by C l i n t o n  A t k in s o n  a S e a t t l e  f i s h e r i e s  c o n s u l t a n t  who 
c l o s e l y  m o n i t o r s  Japan e se  p r i c e s ,  t h e  w h o le s a le  p r i c e  f o r  f r o z e n  
s o c k e y e  i n  T o kyo  f e l l  f ro m  a June  1989 a v e ra g e  o f  1325 ye n  e r  
k i l o g r a m  t o  a J u l y  1989 a v e ra g e  o f  l i a o  yen  p e r  k i l o g r a m ,  a* f i c a r e  
c l o s e  t o  t h e  J u l y  1987 p r i c e  o f  1193 yen p e r  k i l o g r a m ,  u t  
s u b s t a n t i a l l y  b e lo w  t h e  J u l y  1938 p r i c e  o f  1500 yen  p e r  k i l c g r  ,i.

I n  t h e  wake o f  t h e  J u l y  1989 p lu n g e  i n  J a p a n e s e  who ! s a le  
p r i c e s  a num ber o f  t h e  b u y e rs  o f  f r o z e n  B r i s t o l  Bay s o c k e y e  wr.u had 
s p e c u l a t e d  i n  1988 on a c o n t i n u a t i o n  o f  t h e  boom i n  demanc w e re  
r e p o r t e d  t o  h a ve  gene o u t  o f  b u s in e s s  e v e r  t h e  n e x t  y e a r .  F o r  t h e  
m o s t  p a r t  t h e  b u y e rs  who l e f t  t h e  3 r i s t o l  Bay m a rk e t  w e re  r e l a t i v e l y  
s m a l l  as com pa red  t o  t h e  b u y e rs  who re m a in e d .  Tht- l i s t  i n c l u d e d ,  
b u t  was n o t  l i m i t e d  t o ,  Che f a l l o w i n g :  TOKAI T r a d i n g  C o . ,  HOEI
T r a d i n g  C o . ,  FU J I MARINE, t h e  JOINT STAFF CORPORATION, and SHIN 
NISHOKU L t d .  A second  s t r u c t u r a l  change  o f  some im p o r t a n c e  was now 
u n d e rw a y  —  t h e  m a rk e t  was becom ing  i n c r e a s i n g l y  c o n c e n t r a t e d  as 
s m a l l e r  J a p a n e s e  b u y e rs  r e l i n q u i s h e d  t h e i r  p o s i t i o n s  t o  l a r g e r ,  more 
h e a v i l y  c a p i t a l i z e d  D la v e r s  su ch  as NIPPON'sUISAN, NICHIRO," M ITS U I, 
and  KYOKUYO.

P a s t - 1 9 3 9  p r i c e s  c o n t i n u e d  t h e i r  dow nward  t r e n d .  The 
J u l y  1990  a v e ra g e  Tokyo  w h o le s a le  p r i c e  f o r  f r o z e n  s o c k e y e  came i n  
a t  1166  yen  p e r  k i l o g r a m ,  w h i l e  t n e  a v e ra g e  e x - v e s s e l  p r i c e  i n  
B r i s t o l  Bay was r e c o r d e d  a t  $ 1 . 0 9  p e r  pound . H ow eve r,  an in c re a s e ,  
i n  t h e  y e n / d o l l a r  exchange  r a t a  o f  12 p e r c e n t  b e tw e e n  J u l y  1989 and 
J u l y  1990  a l l  b u t  a c c o u n ts  f o r  t h e  d ro p  i n  t h e  B r i s t o l  Bay e x - v e s s e l  
p r i c e  b e tw e e n  th o s e  tw o  d a t e s .

The C ra s h  O f 1991

B o th  e x - v e s s e l  and To kyo  w h o le s a le  p r i c e s  c ra s h e d  i n  1991  
d e s p i t e  a r e t u r n  o f  t h e  y e n / d o l l a r  e xch a n ge  r a t e  t o  n e a r l y  t h e  J u l y  
1983  l e v e l  (1 33  yen  p e r  d o l l a r  i n  J u l y  1991 v e r s u s  133 yen  p e r  
d o l l a r  m  J u l y  1983 ) , a f a c t o r  w h ic h  on i t s  own w o u ld  t e n d  t o  r a i s e ,  
n o t  l o w e r ,  e x - v e s s e l  p r i c e s .  I n  J u n e ,  B r i s t o l  Bay p r o c e s s o r s  
o f f e r e d  as l i t t l e  as $ 0 .5 0  p e r  pound t o  f i s h e r s ,  b u t  as t h e  r u n  
m a t e r i a l i z e d  f i n a l l y  s e t t l e d  on $ 0 .7 0  p e r  pound . The c r a s h  i n  
B r i s t o l  Bay e x - v e s s e l  p r i c e s  f ro m  t h e  h ig h s  o f  1983  ( $ 2 . 1 0  p e r
p ound ) t r i g g e r e d  c r i e s  o f  p r i c e  f i x i n g .  To many o b s e r v e r s  t h e  f a c t  
t h a t  e x - v e s s e l  p r i c e s  f e l l  by  a g r e a t e r  p e r c e n ta g e  th a n  d i d  
w h o le s a le  p r i c e s  s u p p o r te d  t h e  c l a im  t h a t  b u y e rs  ( e i t h e r  i n  Japan  o r  
t h e  U n i t e d  S t a t e s )  w e re  c o n s p i r i n g  t o  s a ve  t h e m s e lv e s  a t  t h e  e xpense  
o f  t h e  f i s h e r s .  I n  o p p o s i t i o n  t o  t h e s e  v o i c e s  t h e r e  w e re  o t h e r s  who 
o f f e r e d  t h e  c o u n t e r  c l a im  t h a t  n o t h i n g  more th a n  " s u p p l y  and demand" 
was a t  w o r k ;  and t h a t  t h e  c o l l a p s e  i n  e x - v e s s e l  p r i c e s  c o u ld  be 
a t t r i b u t e d  e n t i r e l y  t o  t h e  w o r k in g s  o f  a c o m p e t i t i v e  m a rk e t .



* * V

COLLUSION OR COMPETITION?

3 e f o r e  one zan b e g in  t o  u n t a n g le  t h e  re a s o n s  f o r  t h e  
p r i c e  c r a s h  o f  1 3 91 ,  s e v e r a l  p o i n t s  m us t f i r s t  be u n d e r s to o d .  The 
f i r s t  i s  t h a t  no am ount o f  c a ta  on p r i c e s  p a id  and  q u a n t i t i e s  s o ld  
can  t . a l l  us i f  t h e  c r a s n  was e n g in e e re d  ( t h e  COLLUSION HYPOTHESIS) 
o r  came a b o u t  as t h e  r e s u l t  o f  c o m p e t i t i o n / s u p p l y  and demand ( t h e  
SUPPLY/DEMAND HYPOTHESIS) . I f  a s t a n d a r d  o f  p r o o f  s u i t a b l e  t o  a 
c r i m i n a l  c o u r t  o f  law  i s  im posed  ( p r o o f  bevond  a r e a s o n a b le  d o u b t ) , 
n e i t h e r  t h e  COLLUSION HYPOTHESIS n o r  t h e  ’ SUPPLY/DEMAND HYPOTHESIS 
can  be p r o v e n  s o l e l y  f ro m  econom ic  d a t a .  An im m e d ia te  i m p l i c a t i o n  
o f  t h i s  f a c t  i s  t h a t  w h ic h e v e r  h y p o t h e s i s  i s  f o r c e d  t o  b e a r  t h e  
b u rd e n  o f  p r o o f  i s  condemned to  f a i l u r e .  I n  p a r t i c u l a r ,  someone who 
b e g in s  f r o m  t h e  a s s u m p t io n  t h a t  t h e  i n t e r n a t i o n a l  m a rk e t  f o r  s o cke ye  
sa lm o n  i s  p e r f e c t l y  c o m p e t i t i v e  ( o r  a t  l e a s t  w o r k a b ly  c o m p e t i t i v e )  
w i l l  f a i l  t o  be c o n v in c e d  o f  t h e  c o n t r a r y  i f  he  o r  she  r e q u i r e s  
p r o o f  b e yo n d  a r e a s o n a b le  d o u b t  as r e q u i r e d  i n  a c r i m i n a l  c a se .

The re a s o n  e conom ic  d a ta  a lo n e  c a n n o t  d i s t i n g u i s h  "beyond  
a r e a s o n a b le  d o u b t "  be tw een  t h e  c o m p e t in g  h y p o th e s e s  i s  t h a t  any 
p a t t e r n  o f  p r i c e s  and q u a n t i t i e s  can be e x p la i n e d  s im p l y  by  i n v o k i n g  
enough  s p e c i a l  a s s u m p t io n s .  One c a n ,  f o r  e x a m p le ,  a rg u e  t h a t  a 
p a r t i c u l a r l y  s h a rp  d ro p  i n  t h e  p r i c e  o f  a c o m m o d ity  r e f l e c t s  a 
p a r t i c u l a r l y  d r a m a t i c  change i n  p r i c e  e x p e c t a t i o n s ,  o r  a change  i n  
t a s t e s ,  o r  even  t h e  r i s e  t o  p ro m in e n ce  o f  h i t h e r t o  u n im p o r t a n t  c r o s s  
p r i c e  e f f e c t s . '  H e re  we fo c u s  m a in ly  on t h e  r e l a t i v e  p l a u s i b i l i t y  
o f  t h e  tw o  h y p o th e s e s ,  g iv e n  w h a t we know o f  t h e  e v e n t s  l e a d i n g  up 
t o  t h e  summer o f  1991 . Taken t o g e t h e r ,  e c o n o m ic  d a t a  and an 
a n a l y s i s  o f  t h e  i n c e n t i v e s  and p r i o r  p r a c t i c e s  o f  t h e  p la y e r s  
i n v o l v e d  i n  t h e  d e t e r m in a t i o n  o f  B r i s t o l  Bay sa lm o n  p r i c e s  make i t  
v e r y  d i f f i c u l t  f o r  an u n b ia s e d  o b s e r v e r  t o  e s ca p e  t h e  c o n c l u s i o n  
t h a t  t h e  COLLUSION HYPOTHESIS i s  t h e  more o l a u s i b l e .

A S ta te m e n t  O f The COLLUSION HYPOTHESIS

T h e re  a r e  two l e v e l s  o f  c o l l u s i o n  c o n s id e r e d  h e r e :  
c o l l u s i o n  among Ja p a n e se  b u y e rs  o f  B r i s t o l  Bay s a lm o n  d e s ig n e d  t o  
s e c u r e  s u p p l i e s  a t  b e lo w  c o m p e t i t i v e  p r i c e s ,  and c o l l u s i o n  among t h e  
m a jo r  o n - s i t e  p r o c e s s o r s  i n  B r i s t o l  5ay  d e s ig n e d  t o  r e d u c e  t h e  
p r i c e s  p a i d  t o  B r i s t o l  3ay  f i s h e r s . 1 I t  may be t h a t  c o l l u s i o n  among

3 A " c r o s s - p r i c e "  e f f e c t  i s  t h e  change  i n  t h e  demand f o r  one 
p r o d u c t  c a u s e d  by  a change  i n  t h e  p r i c e  o f  a s u b s t i t u t e  o r  
c o m p le m e n ta r y  p r o d u c t .  F o r  e xam p le ,  i f  t h e  p r i c e  o f  C h i le a n  coho  
s a lm o n  f a l l s ,  t h e  demand f o r  B r i s t o l  Bay s o c k e y e  ca n  be e x p e c te d  t o  
f a l l  i f  a l l  o t h e r  f a c t o r s  re m a in  c o n s t a n t  b ecause  p e o p le  w i l l  buy  
more  C h i l e a n  coho  and l e s s  B r i s t o l  Bay s o c k e y e .

4 As we s t a t e  e ls e w h e re ,  and e m p h a s iz e  h e r e ,  t h e  m a j o r i t y  o f  
3 r i s t o l  Bay p r o c e s s o r s  a re  p r i c e  f o l l o w e r s  who l a c k  any  s e m b lan ce  
o f  t h e  n e c e s s a r y  m a rk e t  power t o  a f f e c t  p r i c e s .  T h i s  i n v e s t i g a t i o n  
f o u n d  no e v id e n c e  o f  w ro n g d o in g  on t h e i r  p a r t  and  t h e y  s h o u ld  be 
c o n s i d e r e d  i n n o c e n t  b y s t a n d e r s .  Our i n v e s t i g a t i o n  d i d  r e v e a l  t h e

( c o n t i n u e d . . . )
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m a jo r  p r o c e s s o r s  becomes more l i k e l y  when t h e  p r o c e s s o r s  a re  
t h e m s e lv e s  c o n f r o n t e d  by an o i i g o p s o n i s t i c  b u y e r . 3

l a s t  few  y e a r s  i s  t h a t  L r  s t o l  Bay s o c k e y e  s a lm o n  p r i c e s  f r . l l  
s h a r p l y  i n  J u l y  1989 and th e n  c ra s h e d  i n  J u ne  1991  b e c a u se  a tea- rc. 
t h e  l a r g e  J a p a n e se  t r a d i n g  com pan ies  a c t i v e  i n  b u y in g  A la s k a  s a : on 
e n c o u ra g e d  them  t o .  I t  i s  p o s s i b l e  ( i f  n o t  l i k e l y )  t h a t  d u r i n c  ne 
1 9 8 9 - 1 9 9 1  t im e  p e r i o d  tw o  o r  more t r a d i n g  c o m p a n ie s  a c t i n g  tc g e  =r 
w i t h  a s m a l l  number o f  o t h e r  b u y e r s  m a n ip u la t e d  p r i c e s  a
s u c c e s s f u l  a t t e m p t  t o  e s t a b l i s h  c o n t r o l  o v e r  t h e  b u y e r s '  s id e  o rhe  
B r i s t o l  Bay f r o z e n  sa lm on  m a rk e t ,  and t h a t  t h e s e  t r a d i n g  com pan ie s  
now e x e r c i s e  o i i g o p s o n i s t i c  b u y in g  po w e r i n  t h a t  m a r k e t .  P r i o r  t o  
1 9 3 9 ,  f o r  r e a s o n s  d is c u s s e d  b e lo w ,  t h e  J a p a n e s e  s i d e  o f  t h e  B r i s t o l  
3 a v  m a rk e t  t e m p o r a r i l y  f u n c t i o n e d  i n  a c o m p e t i t i v e  m anne r.

t h e  c o n v e n t i o n a l  p r a c t i c e s  o f  t h e  l a r g e  J a p a n e s e  t r a d i n g  c o m p a n ie s ,  
s t r o n g l y  s u g g e s ts  t h a t  f o r  p o l i c y  p u rp o s e s  A la s k a  w o u ld  be w e l l  
a d v i s e d  t o  a c t  as i f  t h e  b u y e rs '  s id e  o f  t h e  B r i s t o l  3a y  m a rk e t  w e re  
o l i g o p s o n i s t i c a l l y  c o n t r o l l e d

x ( . . . c o n t in u e d )
e x i s t e n c e  o f  o i c g o p o i i s t i c  and o l o g o p s o n i s t i c  b e h a v i o r  by  some ( b u t  
n o t  a l l )  o f  t h e  l a r g e r  p r o c e s s o r s .  T h e se  l a r g e  p r o c e s s o r s  a r e ,  as 
a r e s u l t  o f  t h e i r  com b ined  m a rk e t  s h a r e ,  i n  a p o s i t i o n  t o  
c o o r d i n a t e  p r i c i n g  s t r a t e g y ,  w h ic h  t h e  s m a l l e r  p r o c e s s o r s ,  f o r  l a c k  
o f  an a l t e r n a t i v e ,  f o l l o w .  Ja p a n e se  t r a d i n g  c o m p a n ie s  own and 
d i r e c t l y  c o n t r o l  s e v e r a l  B r i s t o l  Bay p r o c e s s o r s .

3 W i tn e s s e s  have  t e s t i f i e d  t h a t ,  i n  1991  and  s u b s e q u e n t  y e a r s ,  
p r i c e  o f f e r s  made by v a r i o u s  Japan ese  b u y e r s  t o  v a r i o u s  p r o c e s s o r s  
a r e  v e r y  n e a r l y  p a r a l l e l .  A d d i t i o n a l l y ,  a c c o r d i n g  t o  t h i s  
t e s t im o n y ,  i n  t h e  e a r l y  p a r t  o f  t h e  1991  s e a s o n ,  t h e  Japanese  
b u y e r s  a l l  w i t h h e l d  any w r i t t e n  p r i c e  o f f e r s  t o  t h e  p r o c e s s o r s  f o r  
s e v e r a l  w eeks . Then , w i t h i n  a s h o r t  p e r i o d  o f  t im e ,  t h e y  n e a r l y  
a l l  made o f f e r s .  T h i s  k in d  o f  p a r a l l e l  b e h a v i o r  w i t h  r e s p e c t  t o  
p r i c i n g  i s  d i f f i c u l t  t o  e x p l a i n  i n  t h e  a b se n ce  o f  a t  l e a s t  t a c i t

I n  o u r  o p i n i o n  t h e  b e s t  e x p l a n a t i o n  o f  t h e  e v e n ts  o f  th e

We b e l i e v e  t h a t  t h e  e v id e n c e ,  when e x a m in e d  i n  l i g h t  o f



The p o s s i b i l i t y  o f  c o l l u s i o n  among m a jo r  o n - s i t e  d o m e s t ic  
p r o c e s s o r s  i n  B r i s t o l  Bay i s  a l s o  o f  i n t e r e s t  h e r e  and i s  d i s c u s s e d  
i n  a l a t e r  s e c t i o n  o f  t h i s  r e p o r t .  F i r s t  we w i l l  f o c u s  on t h e  
p r e s e n t a t i o n  and i n t e r p r e t a t i o n  o f  t h e  e v e n ts  t h a t  s u p p o r t  t h e  
p r e m is e  t h a t  a few  t r a d i n g  com pan ies  g a in e d  o i i g o p s o n i s t i c  c o n t r o l  
o f  t h e  b u y e r s '  s i d e  o f  t h e  B r i s t o l  Bay m a rk e t  d u r i n g  t h e  l a s t  f o u r  
y e a r s .

Whv D id  3 r i s t o 1 3av  Scckeve  P r i c e s  R is e  So S h a r p l y  1 9 3 4 -1 9 8 3  ?

T h i s  p a r t i c u l a r  q u e s t i o n  a p p e a rs  t o  have a 
n o n c o n t r c v e r s i a l  answ e r.  The a v e ra g e  p r i c e  t o  B r i s t o l  Bay f i s h e r s  
r o s e  f r o m  SO. 66 p e r  pound i n  1934 t o  S 2 .1 0  p e r  pound  i n  198*8 l a r g e l y  
f c r  t h r e e  r e a s o n s :  (1 ) t h e  f a l l  i n  t h e  y e n / d o l l a r  e x ch a n g e  r a t e ,  (2 ) 
boom ing  c o n su m e r demand f o r  sa lm on  i n  J a p a n ,  c o u p le d  w i t h  
s p e c u l a t i v e  b i d d i n g  f o r  s a lm on  among Ja p a n e se  s e a fo o d  b u y e r s ;  and
(3 ) t h e  f a i l u r e  o f  t h e  l a r g e r  J a p a ne se  s e a fo o d  b u y e r s  t o  e x e r c is e  
t h e i r  l a t e n t  m a r k e t  pow er.

The Japanese  economy o f  t h e  1980s  has  been d e s c r i b e d  as 
a " b u b b le . "  I n  such  an a tm o s p h e re  a s p e c u l a t i v e  boom i n  J a p an e se  
w h o le s a le  and r e t a i l  sa lm on  p r i c e s  i s  no s u r p r i s e .  On t h e  c o n t r a r y ,  
i t  w o u ld  have  been s u r p r i s i n g  i f  J a p a n e se  sa lm o n  p r i c e s  had n o t  
boomed a t  t h i s  t im e .  A mere i n t e r e s t i n g  and d i f f i c u l t  q u e s t i o n  i s  
"Why d i d  t h e  p r i c e  t o  f i s h e r s  boom i n  B r i s t o l  Bay ? "

Whv D id  The Ja p a n e se  Wot F ix  B r i s t o l  3 a v  P r i c e s  1 9 3 4 - 1 9 8 8 ?

P ro p o n e n ts  o f  t h e  SUPPLY/DEMAND HYPOTHESIS b e a r  no 
s p e c i a l  b u rd e n  i n  e x p l a i n i n g  t h e  p r i c e  i n c r e a s e s  i n  B r i s t o l  Bay 
d u r i n g  t h e  1 9 3 4 - 1 9 8 8  t im e  p e r i o d .  They  need s im p l y  p o i n t  o u t  t h a t  
i n  c o m p e t i t i v e  m a rk e ts  an in c r e a s e  i n  demand a t  t h e  con sum e r l e v e l  
r a i s e s  p r i c e s  a l l  down t h e  l i n e .  No m y s te r y  h e r e .  B r i s t o l  Bay 
p r i c e s  r o s e  d u r i n g  1 9 8 4 -1 9 8 8  a c c o r d in g  t o  t h e  SUPPLY/DEMAND 
HYPOTHESIS b e c a u se  o f  t h e  i n c r e a s e  i n  Ja p a n e se  con su m e r demand and 
b e c a u s e ,  u n d e r  t h a t  h y p o t h e s i s ,  c o m p e t i t i o n  among w h o le s a l e r s  f o r  
ra w  f i s h  s u p p l i e s  t r a n s l a t e s  im m e d ia t e ly  i n t o  h i g h e r  p r i c e s  p a id  t o  
f i s h e r s .

I n  c o n t r a s t ,  i f  one  i s  u l t i m a t e l y  p l a n n i n g  t o  a rg u e  t h a t  
t h e  p r i c e  c r a s h  o f  1991 may have  been e n g in e e r e d  by J a p a n e s e  t r a d i n g  
c o m p a n ie s  f o r  w e l l - d e f i n e d  r e a s o n s ,  one i s  u n d e r  some b u rd e n  t o  
e x p l a i n  t h e  a p p a r e n t  l a c k  o f  c o l l u s i o n  d u r i n g  t h e  1 9 8 4 -1 9 8 8  t im e

4( . . . c o n t i n u e d )
o u t  b e c a u s e  o f  i t s  a u t h o r s h ip  and s p o n s o r s h ip :  K i y o s h i  K o j im a  and 
T e ru to m o  Ozawa, JAPAN'S GENERAL TRADING COMPANIES, MERCHANTS OF
ECONOMIC DEVELOPMENT, ( O r g a n iz a t i o n  f o r  E conom ic  C o o p e r a t io n  and 
D e v e lo p m e n t ,  W a s h in g to n  D .C .)  1984
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p e r i o d .  A f t e r  a l l ,  i f  m a rke r  power i s  w ie ld e d  by c e r t a i n  p la y e r s  i n  
one c o n te x t :  why n o t  i n  a n o th e r ?

A l t h o u g h  we a re  i n  no p o s i t i o n  t o  i d e n t i f y  t h e  r e l a t i v e  
im p o r t a n c e  o f  t h e  d i f f e r e n t  f a c t o r s  w h ic h  we t h i n k  e x p l a i n  t h e  
f a i l u r e  o f  J a p a n e s e  b u y e rs  t o  r e s t r a i n  B r i s t o l  Bay p r i c e s  i n  1 9 8 4 -  
1 9 88 ,  we t h i n k  we can a t  l e a s t  i d e n t i f y  w h a t  t h e y  a r e .  The f i r s t  
s u ch  f a c t o r  i s  t h e  c o n s e n t  d e c re e  o f  1982 s ig n e d  by  T o s n c k u ,  M i t s u i ,  
N ip p o n  S u is a n ,  K yokuyo ,  and T a iv o ,  a i l  o f  whom a r e  a c t i v e  b u y e r r  i n  
B r i s t o l  Bay . U n de r t h i s  d e c re e ,  t h e s e  co m p a n ie s  a g re e d  n o t  t o  i x  
p r i c e s  f o r  A la s k a  c r a b .  S e t  t o  e x p i r e  i n  1 9 92 ,  t h e  d e c re e  c a r r i e d  
t h e  i m p l i c a t i o n  o f  f u r t h e r  a n t i - t r u s t  a c t i o n  by t h e  U .S . D e p a r tm e n t  
o f  J u s t i c e  s h o u ld  t h e s e  com pan ies  be fo u n d  g u i l t y  o f  so much as 
c o m m u n ic a t in g  p r i c e s  among th e m s e lv e s ,  r e g a r d l e s s  o f  w h e th e r  t h e  
s u b j e c t  was c r a b  o r  some o t h e r  s e a f c c d .  G iv e n  t h e  im p o r ta n c e  o f  
A la s k a  s e a fo o d  s u p p l i e s  t o  t h e  Japa ne se  i t  i s  i m p l a u s i b l e  t o  assume 
t h a t  t h e  c o n s e n t  d e c re e  o f  1982 d i d  n o t  ta m p e r  t h e  b e h a v io r  o f  t h e s e  
co m p a n i .. I t  i s  f a r  more l i k e l y  t h a t ,  f e a r i n g  s t e r n e r  m easu res  
s h o u ld  chey  be t a k e n  back  t o  c o u r t ,  t h e  l a r g e r  Ja p a n e se  s e a fo o d  
b u y e r s  r e f r a i n e d  f ro m  c o l l u s i v e  b e h a v io r  f o r  a few  y e a r s .  An 
e x a m in a t i o n  o f  t h e  l i s t  o f  b u y e rs  o f  f r o z e n  s o c k e y e  i n  1985 and 
a g a in  i n  1991  s u p p o r t s  t h i s  c o n c lu s io n  a t  l e a s t  t o  t h e  e x t e n t  t h a t  
i t  shows m ore  b u y e r s  and le s s  c o n c e n t r a t i o n  on t h e  b u y e r  s id e  i n  
1985  t h a n  i n  1 9 9 1 .

The second  f a c t o r  t h a t  we t h i n k  e x p l a i n s  t h e  a p p a r e n t  
l a c k  o f  c o l l u s i o n  among Japanese  b u y e rs  o f  B r i s t o l  Bay sa lm on  d u r i n g
t h e  1 9 8 4 - 1 9 3 3  t im e  p e r i o d  i s  t h e  same boom ing  consum e r demand
in v o k e d  as  an e x p l a n a t i o n  by s u p p o r t e r s  o f  t h e  SUPPLY /DEMAND 
HYPOTHESIS, b u t  w i t h  d i f f e r e n t  e m p h a s is .  W i t h  J a p a n e s e  consum ers  
s h o w in g  l i t t l e  r e s i s t a n c e  t o  h i g h e r  p r i c e s ,  t h e r e  w o u ld  seem t o  have  
been  l i t t l e  r e a s o n  f o r  Japa ne se  b u y e rs  i n  g e n e r a l ,  and t h e  s ig n e r s  
o f  t h e  1982  c o n s e n t  d e c re e  i n  p a r t i c u l a r ,  t o  r i s k  a t t r a c t i n g  t h e  
f u r t h e r  a t t e n t i o n  o f  t h e  U .S . D e p a r tm e n t  o f  J u s t i c e  by h o l d i n g  down 
B r i s t o l  Bay p r i c e s .  A s i t u a t i o n  i n  w h ic h  B r i s t o l  Bay p r i c e s  r o s e  
much l e s s  r a p i d l y  th a n  d i d  Japanese  w h o le s a le  p r i c e s  may w e l l  have  
been  v ie w e d  by  t h e  b u y e rs  as im p r u d e n t l y  g r e e d y . 7

The t h i r d  f a c t o r  w h ic h  h e lp s  e x p l a i n  t h e  B r i s t o l  3av
p r i c e  i n c r e a s e s  o f  1 9 8 4 -1 9 8 8  i s  t h e  p e r c e i v e d  need  o f  t h e  Japa ne se  
b u y e r s  t o  p r o t e c t  t h e i r  m a rk e t  s h a re s  f r o m  ar. anno u nced  ca m p a ig n  by

7 As n o te d  e a r l i e r ,  t h e  f a l l  i n  t h e  y e n / d o l l a r  e xcna n g e  r a t e  
a lo n e  o f f s e t  a r i s e  i n  B r i s t o l  Bay p r i c e s  f ro m  $ 0 .8 3  p e r  pound  i n  
1985  t o  o v e r  $ 1 . 5 0  p e r  pound i n  19 38 .  The r e m a in in g  s i x t y  c e n t  p e r  
pound  i n c r e a s e  i n  t h e  B r i s t o l  Bay p r i c e  ( t o  $ 2 . 1 0  p e r  pound ) m ig h t  
e a s i l y  h a ve  been  v ie w e d  by  w h o le s a le r s  as s h i f t a b l e  t o  c o n su m e rs ,  
g i v e n  r e t a i l  p r i c e s  i n  e x ce s s  o f  $10  p e r  pound  and g i v e n  t h e  
s p e c u l a t i v e  e x p e c t a t i o n s  o f  c o n t i n u e d  bocm t h a t  w e re  t h e  o r d e r  o f  
t h e  d a y  i n  t h e  Jap an  o f  1 9 88 .



A m e r ic a n  p r o c e s s o r s  zo c r e a t e  an " a l l  A m e r ic a n  i n d u s t r y . "  E v id e n ce  
o b t a in e d  t h r o u g h  i n v e s t i g a t i v e  subpoenas  and i n t e r v i e w s  i n d i c a t e s
t h a t  a m e e t in g  o f  A m e r ic a n  p r o c e s s o r s  was a t  one t im e  s e t  f a r  A p r i l
I 9 8 S .  The f o l l o w i n g  p a ra g ra p h s  a re  ta k e n  f ro m  a l e t t e r  t h a t  
a nn o u nce d  t h e  o r g a n i z a t i o n a l  m e e t in g .

" A p r i l  4, 1985 a t  9 : 0 0  AM i n  t h e  M e is n e t  Room ( 4 t h
F lo o r )  o f  t h e  W a sh in g to n  A t h l e t i c  C lu b  t o  o r g a n iz e
t h e  U n i t e d  S ea food  A m e r i c a n i z a t i o n  C o a l i t i o n  (USA 
C o a l i t i o n ) ."

"The USA C o a l i t i o n  i s  b e in g  fo rm e d  t o  r a i s e  fu n d s  
and c o n d u c t  a cam pa ign  t o  - t o t a l l y  A m e r ic a n iz e  t h e
USA s e a fo o d  i n d u s t r y .  O ur I n d u s t r y ! ! "

"O ve r  t h e  p a s t  s e v e r a l  y e a r s ,  we have  c o n t i n u a l l y  
seen  o u r  o p p o r t u n i t y  t o  p a r t i c i p a t e  i n  t h e  g r o w th  
o f  o u r  i n d u s t r y  f r u s t r a t e d .  I  d o n ' t  know a b o u t  
yo u ,  b u t  I 'm  t i r e d  o f  t h i s  and I  w o n ' t  t a k e  i t  
a n y m o re ! ! ! "

G iv e n  t h e  s t a t e d  i n t e n t i o n  on t h e  p a r t  o f  .American 
p r o c e s s o r s  t o  c o m p le t e l y  A m e r ic a n iz e  " o u r  i n d u s t r y , "  i t  i s  n o t  a t  
a i l  s u r p r i s i n g  t h a t  J apanese  b u y e rs  a g g r e s s i v e l y  b i d  up sa lm on
p r i c e s  i n  an a t t e m p t  t o  p r o t e c t  t h e i r  m a rk e t  s h a re s  and t o  d e f l a t e
t h e  a g g r e s s io n  i n d i c a t e d  i n  t h e  q u o t a t i o n  above .  T h is  i s
p a r t i c u l a r l y  so i n  l i g h t  o f  t h e  f a c t  t h a t  CONAGRA, one o f  t h e
l a r g e s t  f o o d  m a n u f a c t u r i n g  com pan ie s  i n  t h e  U n i t e d  S t a t e s ,  p u rc h a s e d  
T r i d e n t  S e a fo o d s  i n  19 87 ,  t h e r e b y  l e n d in g  c r e d i b i l i t y  t c  t h e
s u g g e s t i o n  t h a t  A m e r ic a n s  we re  p r e p a r i n g  t o  g a t h e r  t h e i r  r e s o u r c e s  
i n  an a t t e m p t  t o  d r i v e  t h e  Japa ne se  o u t  o f  t h e  i n d u s t r y . 5

I n  summary, t h e n ,  t h e  Ja p a n e se  d i d  n o t  use  t h e i r  m a rk e t  
pow e r t o  h o ld  down B r i s t o l  3ay  p r i c e s  d u r i n g  t h e  1 9 8 4 -1 9 8 8  p e r io d  
b e ca u se  (a ) i n  t h e  a f t e r m a t h  o f  t h e  19 8 2 c o n s e n t  d e c re e  t h e y  may 
h ave  a n t i c i p a t e d  a more s t r i n g e n t  a n t i t r u s t  r e s p o n s e  had p r i c e s  
behaved  s u s p i c i o u s l y ,  (b ) B r i s t o l  Bay p r i c e  i n c r e a s e s  w e re  a t  t h a t  
t im e  r e l a t i v e l y  ea sy  t o  pass  on t o  Ja p a n e se  c o n su m e rs ,  and (c )
a t t e m p t s  by A m e r ic a n  p r o c e s s o r s  t o  c r e a t e  an " a l l  A m e r ic a n  i n d u s t r y "  
may have  s i g n a l l e d  t h e  need  ( f r o m  t h e  J a p a n e s e  p o i n t  o f  v ie w )  t o  b id  
a g g r e s s i v e l y  f o r  p r o d u c t .

Whv Did Prices Fall In July 1989?

A c c o r d in g  t o  d a t a  p r o v id e d  by  C l i n t o n  A t k i n s o n ,  S e a t t l e  
f i s h e r i e s  c o n s u l t a n t ,  t h e  Tokyo  w h o le s a le  p r i c e  o f  f r a z e i  so cke ye  
a v e ra g e d  1525 yen  p e r  k i l o g r a m  i n  June  1989  and t h e n  f e l l  a b r u p t l y  
t o  an a v e ra g e  o f  o n l y  1180 yen  p e r  k i l o g r a m  i n  J u l y  19 89 .  Why? 
S u p p ly  and demand h a r d l y  s u f f i c e s  as an a n s w e r ,  b e cau se  i n  t h i s  case  
s u p p l y  and demand c o u ld  j u s t  as e a s i l y  ( i f  n o t  m ore  e a s i l y )  e x p l a i n

1 I t  i s  i m p l a u s i b l e  t o  a rg u e  e i t h e r  t h a t  J a p a n e se  b u y e rs  were 
unaw a re  o f  a t t e m p t s  t o  A m e r ic a n iz e  t h e  i n d u s t r y  o r  t h a t  t h e y  d i d  
n o t  w is h  t o  r e s p o n d  t o  them .



a s h a rp  p r i c e  i n c r e a s e  as a p r i c e  d e c re a s e .  W i t h  m o s t  P r in c e  
W i l l i a m  Sound s a lm o n  rem oved  f ro m  t h e  m a rk e t  b e c a u s e  o f  t h e  EXXON 
VALDEZ o i l  s p i l l ,  one m ig h t  have e x p e c te d  d i r e c t  and c r o s s  p r i c e  
e f f e c t s  t o  have  d r i v e n  up t h e  p r i c e  o f  t h e  r e m a in in g  s t o c k s .  Even 
t h e  f a c t  t h a t  much o f  t h e  P r in c e  W i l l i a m  Sound r u n  was p in : ;  s a lm o n  
w o u ld  t e n d  t o  h a v e  s u ch  an e f f e c t ,  due t o  s u b s t i t u t i o n  e f f e c t s  among 
t h e  v a r i o u s  s p e c i e s .

A som ew ha t s t r a i n e d  e x p l a n a t i o n  w h ic h  has  on see on 
been o f f e r e d  i s  t h a t  J a p a n e s e  consum e rs  s u d d e n ly  s h ie d  c ay om 
B r i s t o l  Bay s o c k e y e  sa lm o n  f e a r i n g  c o n t a m in a t i o n  f ro m  - ;e ..XON 
VALDEZ o i l s p i l l  i n  P r i n c e  W i l l i a m  Sound. An a l t e r n a t i v e  e x p l a n a t i o n  
i s  t h a t  c e r t a i n  l a r g e  Japan e se  t r a d i n g  c o m p a n ie s  s e iz e d  t h e  
o p p o r t u n i t y  o f  t h e  EXXON VALDEZ o i l s p i l l  t o  b r i n g  p r i c e s  back  down 
f ro m  t h e  s p e c u l a t i v e  h ig h s  o f  1988 , and i n  t h e  p r o c e s s  a l s o  s e iz e d  
t h e  o p p o r t u n i t y  t o  a s s e r t  c o n t r o l  o v e r  b o t h  t h e  J a p a n e s e  s i d e  o f  t h e  
A la s k a  m a r k e t  and  t h e  J a pa n ese  w h o le s a le  m a rk e t  i t s e l f . 9 T h e i r  
d e s i r e  t o  assum e su ch  c o n t r o l  i s  n o t  o n l y  t r a d i t i o n a l  b u t  easy  t o  
u n d e r s t a n d .  I n  o r d e r  t o  make t h i s  p o i n t  as c l e a r  as p o s s i b l e ,  a 
b r i e f  t h e o r e t i c a l  d i g r e s s i o n  i s  n e c e s s a r y .

The o p t i m a l  r a t a  a t  w h ic h  i n v e n t o r i e s  o f  f r o z e n  sa lm on  
a re  s o l d  i s  d e t e r m in e d  by  an e q u a t i o n  n o t  u n l i k e  t h e  fam ous 
H o t e l l i n g  R u le  f o r  o p t im a l  e x t r a c t i o n  o f  an e x h a u s t i b l e  r e s o u r c e . 10 
As lo n g  as  w h o le s a l e  p r i c e s  a re  e x p e c te d  t o  r i s e  o v e r  t h e  h o l d i n g  
p e r i o d  ( t h e  t im e  b e tw e e n  m a jo r  h a r v e s t s )  a t  r o u g h l y  t h e  r a t e  o f  
i n t e r e s t ,  t h e  w h o le s a l e  m a rk e t  i s  w e l l  b e h a ve d .  I f ,  h o w e v e r ,  p r i c e  
e x p e c t a t i o n s  s u d d e n l y  ch an g e  and a p r i c e  d r o p  comes t o  be e x p e c te d ,  
i n v e n t o r y  h o l d e r s  h a ve  an i n c e n t i v e  t o  dump t h e i r  i n v e n t o r i e s  and 
l i m i t  t h e i r  l o s s e s ,  o r  a t  l e a s t  t o  g r e a t l y  i n c r e a s e  t h e  r a t e  a t  
w h ic h  t h e i r  i n v e n t o r i e s  a r e  d e p le t e d .  O f c o u r s e ,  s u c h  a c t i o n s  s e r v e  
t o  r a t i f y  t h e  i n i t i a l  e x p e c t a t i o n s  o f  a p r i c e  d e c l i n e  and even 
g r e a t e r  l o s s e s  may th e n  a c c r u e  t o  i n v e n t o r y  h o l d e r s .  L a rg e  t r a d i n g  
c o m p a n ie s  c a n  l i m i t  t h e  p o t e n t i a l  f o r  d u m p in g  and s u b s e q u e n t  p r i c e  
c o l l a p s e  b y  s t a n d i n g  r e a d y  t o  s u p p o r t  p r i c e s  by w i t h h o l d i n g  s to c k s  
f ro m  t h e  m a r k e t . "  I n  r e t u r n  f o r  such  s e r v i c e s ,  the. t r a d i n g  company

9 I t  a l s o  a p p e a r s  t h a t  t h e y  m ig h t  have  seen  an o p p o r t u n i t y  t o  
t r y  and d i s c i p l i n e  n o n - c o m p l i a n t  A m e r ic a n  p r o c e s s o r s .  One w i t n e s s  
t e s t i f i e d  t h a t  M i t s u b i s h i  s p re a d  t h e  ru m o r  t h a t  B r i s t o l  Bay s o c k e ye  
was t a i n t e d  f r o m  t h e  o i l  s p i l l  i n  an  a t t e m p t  t o  d r i v e  down t h e  
p r i c e  and  t h e r e b y  t o  f i n a n c i a l l y  p u n is h  an A m e r ic a n  p r o c e s s o r  f o r  
h i s  o v e r  a g g r e s s i v e  b e h a v i o r .  A J a p a n e s e  t e l e v i s i o n  d o c u m e n ta ry  
a i r e d  i n  A u g u s t  1 9 89  d e s c r i b e d  t h i s  .Am erican  p r o c e s s o r  as one who 
" f i g h t s  a g a i n s t  J a p a n e s e ! "  "Ja p an e se  c a n n o t  i g n o r e  h im . "

10 The  H o t e l l i n g  R u le  s t a t e s  t h a t  a r e s o u r c e  s h o u ld  be 
e x t r a c t e d  a t  a r a t e  c o n s i s t e n t  w i t h  t h e  p r i c e  o f  t h e  r e s o u r c e  
r i s i n g  o v e r  t im e  a t  t h e  a p p r o p r i a t e  r a t e  o f  i n t e r e s t .

11 " L a r g e "  i s  an u n d e r s t a t e m e n t .  The  t r a d i n g  c o m p a n ie s  t o  whom 
we r e f e r  a r e  among t h e  t e n  l a r g e s t  c o m p a n ie s  i n  t h e  w o r ld  ra n k e d  by 
a n n u a l  s a l e s ,  and  a r e  c o m p a ra b le  t o  G e n e ra l  M o to r s  i n  s i z e .
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demands c e r t a i n  b e h a v i o r a l  c o n f o r m i t i e s  f ro m  t h e  s m a l l e r  p l a y e r s  i t  
s h i e l d s .

A l t h o u g h  t h i s  much i s  som ew na t t h e o r e t i c a l ,  t h e r e  i s  
e v id e n c e  t h a t  b y  1989 t h e  tw o  t r a d i n g  c o m p a n ie s  m o s t  a c t i v e  i n  
B r i s t o l  Bay w e re  becom ing  i n c r e a s i n g l y  c o n c e rn e d  w i t h  t h e  d i s a r r a y  
i n  t h e  A la s k a  s i d e  o f  m a r k e t .  The f o l l o w i n g  has  been e x t r a c t e d  f ro m  
p u b l i c  r e c o r d s ,  docum en ts  and t e s t im o n y  o b t a i n e d  t h r o u g h  o u r  
i n v e s t i g a t i o n .

Some o f  t i e  s m a l l e r  J a p a n e s e  f i s h  b u y e r s  ( s p o t  b u y e rs )  
w e re  b i d d i n g  t o o  a g g r e s s i v e l y  f o r  s a lm o n  t o  t h e  d is m a y  o f  t h e  l a r g e r  
b u y e r s .  One su ch  b u y e r ,  H i r a n o r i  M i t s u h a s h i ,  was f e a t u r e d  i n  a 1989 
J a p a n e s e  t e l e v i s i o n  d o c u m e n ta ry  on t h e  A la s k a  s a lm o n  i n d u s t r y .  
P o r t r a y e d  as s o m e th in g  o f  a g a m b le r  and  m a v e r i c k ,  he was d e s c r ib e d  
i n  t h e  d o c u m e n ta r y  in  t h e  f o l l o w i n g  te rm s  ( a c c o r d i n g  t o  a memorandum 
d a te d  A u g u s t  2 0 ,  1 9 3 9 ) .

"Good b u y e r  on a s p o t  b a s i s .  He e ven  t r i e s  t o  buy 
f i s h  a l r e a d y  booked  w i t h  o t h e r s . "

M i t s u h a s m  u se s  g u e r r i l l a  t a c t i c s  t o  w r e s t  f i s h  
f ro m  o t h e r s  f o r  h i s  company S h in  M ih o n  G lo b a l  
( p a r a p h r a s e ) 12

" M i t s u h s s h i  a r r i v i n g  a t  B r i s t o l  3 a y .  He i s  s t i l l  
c o n c e rn e d  a b o u t  s l u g g i s h  J a p a n e s e  m a r k e t  b u t  t h i s  
may be t im e  f o r  h im  t o  s t a r t  f i g h t i n g .  He g a t h e r s  
i n f o r m a t i o n .  He v i s i t s  many p l a n t s .  B ecause  h i s  
t a c t i c s  i s  ( s i c )  so a g g r e s s i v e ,  o n ce  he a p p e a rs ,  
a l l  o t h e r  c o m p e t i t o r s  a r e  s a i d  t o  g e t  t o g e t h e r . "

I t  i s  n o t  o u t  o f  t h e  q u e s t i o n  t h a t  t h e  l a r g e  t r a d i n g  
c o m p a n ie s  have  w is h e d  t o  p u n is h  M i t s u h a s h i  and o t h e r  n o n - c o n f o r m i s t  
s p o t  b u y e r s  by d r i v i n g  down w h o le s a le  p r i c e s  i n  Ja p a n  a f t e r  
r e l a t i v e l y  h i g h  p r i c e  d e a ls  had been made i n  B r i s t o l  Bay. O f 
c o u r s e ,  t h e  d e s i r e  t o  p u n is h  n o n - c o n f o r m i s t  s p o t  b u y e r s  may n o t  have  
been s t r o n g  enough  t o  t r i g g e r  t h e  p r i c e  d e c l i n e  o f  1989 and needs t o  
be c o n s id e r e d  i n  c o n j u n c t i o n  w i t h  o t h e r  e v e n t s .

One p a r t i c u l a r  o t h e r  e v e n t  w h ic h  c o u ld  h a ve  been  o f  m a jo r  
im p o r t a n c e  i n  t r i g g e r i n g  t h e  t r a d i n g  c o m p a n ie s '  a p p a r e n t  a t t e m p t  t o  
c o n s o l i d a t e  t h e  b u y e r s '  s i d e  o f  t h e  m a r k e t  i n  1989  was M i t s u b i s h i ' s  
s udden  e n t r y  i n t o  th e  a re n a  p r e v i o u s l y  d o m in a te d  by  o t h e r  l a r g e  
J a p a n e s e  t r a d i n g  c o m p a n ie s . 13 C o n s id e r  t h e  f o l l o w i n g  c h r o n o lo g y

12 I t  i s  w o r t h  n o t i n g  t h a t  a l t h o u g h  M i t s u h a s h i ' s  company, S h in  
M ihon  G lo b a l ,  s u r v i v e d  t h e  im m e d ia te  e f f e c t s  o f  h a v in g  
" a g g r e s s i v e l y "  p u rc h a s e d  A la s k a  sa lm o n  i n  1988 and 1 9 8 9 ,  i t  was 
r e p o r t e d  t o  have  gone o u t  o f  b u s in e s s  i n  J un e  1 9 9 1 .

13 M i t s u i  and  M i t s u b i s h i  a r e  tw o  o f  n in e  v e r y  l a r g e  Japanese  
t r a d i n g  c o m p a n ie s .  The o t h e r s  a r e  C. I t o h ,  M a ru b e n i ,  Sum itom o,

( c o n t i n u e d . . . )
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d ra w n  f r o m  Ja p a n e s e  news r e p o r t s  sum m a r ized  i n  memorandz. and 
t e s t i m o n y :

(A u g u s t  7, 1 989 )  " I t  i s  w i d e l y  r e p o r t e d  c h a t
M i t s u b i s h i  b ooked  3 ,0 0 0  t o  1 0 ,0 0 0  m / to n s  o f  
T r i d e n t  f i s h  a t  S 3 .25  p e r  poun d .  . . . The l o c a l  
i n d u s t r y  i s  c o n c e rn e d  how M i t s u b i s h i  w i l l  make 
p r o f i t  a t  t h i s  h i g h  p r i c e .  . . . M i t s u b i s h i  had
been a ' s l e e p i n g  l i o n '  f o r  a b o u t  t e n  y e a r s  . . .
b u t  t h e y  seem t o  have  changed  t h e i r  p o l i c y .  They  
seem t o  have  been  v e r y  a g g r e s s i v e  t h i s  s e a s o n . "

(A u g u s t  3, 1 989 )  ,!T have  c o n f i r m e d  i n f o r m a t i o n
t h a t  T r i d e n t  has  s o ld  8 , 0 0 0  t o  1 0 ,0 0 0  t o n s  B r i s t o l  
bay  s o c k e y e  1/3  t o  M i t s u b i s h i  and 2/3  t o  S h in  
N is h o k u ,  a t  S 3 . 2 5 / l b .  I t  i s  b e l i e v e d  t h a t  S h in  
N is h o k u  had i n s i s t e d  lo w e r  p r i c e  b u t  was f o r c e d  t o  
a c c e p t  3 .2 5  v e r y  h ig h  p r i c e  as M i t s u b i s h i  
i n t e r f e r e d .  . . . T h i s  m u s t  be a g a m b le ."

(A u g u s t  23 , 1 989 )  "As s a i d  b e f o r e ,  Toyo R e iz o ,  4 0 -  
50% s h a r e  owned by M i t s u b i s h i ,  had had no sa lm on  
b u s in e s s  b e f o r e ,  and seem t o  even  i g n o r e  p r o f i t  on 
t h i s  l o t . i f  t h e y  can  h a n d le  v o lu m e  t o  e x p re s s  t h a t  
t h e y  w i l l  be a g g r e s s i v e  i n  sa lm on  b u s in e s s  i n  
f u t u r e .

S u b s e q u e n t ly ,  M i t s u b i s h i  ba cke d  o u t  o f  i t s  c o n t r a c t  w i t h  
T r i d e n t ,  l e a v i n g  T r i d e n t  w i t h  a l a r g e  q u a n t i t y  o f  u n s o ld  f r o z e n  
s a lm o n  i n  J a p a n .  E v e n t u a l l y  T r i d e n t  was ’ a b le  t o  s e l l  t h e  f i s h  t o  
K y o ku v o ,  a t  a much lo w e r  p r i c e  th a n  i t  had  o r i g i n a l l y  n e g o t i a t e d  
w i t h  M i t s u b i s h i .

An i n t e r p r e t a t i o n  o f  t h i s  e p is o d e  w h ic h  we t h i n k  m e r i t s  
s e r i o u s  c o n s i d e r a t i o n  i s  t h a t  an a t t e m p t  by  M i t s u b i s h i  t o  t r o d  on 
t u r f  c o n t r o l l e d  b y  o t h e r  t r a d i n g  c o m p a n ie s  was b e a te n  b a c k ;  a t  l e a s t  
i n  p a r t  b y  d r i v i n g  sa lm on  p r i c e s  down t o  t h e  p o i n t  w h e re  M i t s u b i s h i  
d e c id e d  t o  r e t h i n k  i t s  s t r a t e g y .  i f  we a c k n o w le d g e  t h a t  
n e g o t i a t i o n s  b e tw e e n  M i t s u b i s h i  and T r i d e n t  began w e l l  b e f o r e  t h e  
A u g u s t  3 d a t e  on t h e  f i r s t  memorandum, i t  i s  c l e a r l y  p o s s i b l e  t h a t  
t h e  s h a r p  d r o p  i n  To kyo  s o c k e y e  p r i c e s  r e g i s t e r e d  i n  J u l y  1989 was 
e n g in e e r e d  by  t h e  d o m in a n t  t r a d i n g  c o m p a n ie s  p a r t l y  t o  d is c o u r a g e  
t h e  i n t r u s i o n  by  M i t s u b i s h i  i n t o  one o f  t h e i r  m a rk e ts  (and  t o  p u n is h  
M i t s u h a s h i  and  o t h e r  s p o t  b u y e r s  f o r  t h e i r  a g g r e s s i v e  and v e r y  w e l l  
p u b l i c i z e d  b e h a v i o r ) . A t  t h e  v e r y  l e a s t ,  t h e  t im i n g  o f  e v e n ts  i s  
s u g g e s t i v e .

13 ( .  . . c o n t i n u e d )
N i s s h o - I w a i ,  Tohmen, K anem a tsu  Gosho, and N ic h im e n  J i t s u g y o .  O f 
t h e s e  n i n e ,  M i t s u i ,  M i t s u b i s h i ,  M a ru b e n i ,  and  C. I t o h  a r e  by f a r  
t h e  l a r g e s t .
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I n  summary, i f  cne i s  t o  e x p l a i n  t h e  p r i c e  d e c l i n e  o f  
J u l y  1939 ,  one  muse choose  be tw een  r e c i t i n g  t h e  m a n t ra  o f  " s u p p ly  
and demand" and  t h e  p o s s i b i l i t y  t h a t  a f t e r  s e ve n  y e a r s  o f  s e l f -  
im posed  r e s t r a i n t  c e r t a i n  o f  t h e  s i g n e r s  o f  t h e  1982 c o n s e n t  d e c re e  
u sed  t h e  EXXON VALDEZ o i l s p i l l  as a c o v e r  s t o r y  ( d i r e c t e d  m a in ly  a t  
A m e r ic a n  e a r s )  f o r  t h e i r  a t t e m p t  t o  e x te n d  and c o n s o 1i d a t e  t h e i r  
c o n t r o l  o v e r  t h e  p u r c h a s e  o f  A la s k a  s a lm o n .  By f i n a n c i a l l y  w o u n d in g  
o r  even  b a n k r u p t i n g  com pan ie s  such  as S h in  N ih o n  G lo b a l ,  and by 
t h w a r t i n g  t h e  e n t r y  o f  r i v a l  M i t s u b i s h i ,  t h e  t r a d i n g  com pan ie s  
a l r e a d y  e n t r e n c h e d  i n  B r i s t o l  Bay may h a ve  s o u g h t  t o  b r i n g  o r d e r  (a 
q u a l i t y  much p r i z e d  by t h e  J apanese )  t c  w h a t  had  become a v e r y  
d i s o r d e r l y  m a r k e t .

I t  i s  a l s o  w o r th  n o t i n g  t h e  e x t r e m e  d i s p l e a s u r e  v o ic e d  by 
t h e  J a p a n e se  a t  t h e  passag e  by th e  U n i t e d  S t a t e s  C o ng re ss  _o f t h e
1988 Omnibus T ra d e  and  C o m p e t i t i v e n e s s  A c t .  The A c t  amended s e c t i o n  
301 o f  t h e  1974 T ra d e  and T a r i f f  A c t  by  o r d e r i n g  t h e  U n i t e d  S t a te s  
T ra d e  R e p r e s e n t a t i v e  t o  c o m p i le  a l i s t  o f  u n f a i r  t r a d e  p r a c t i c e s  
a l l e g e d  by A m e r ic a n  co m p a n ie s .  Under w h a t  have  come t o  oe c a l l e d  
t h e  S upe r  301 and  S p e c ia l  301 p r o v i s i o n s ,  C o n g re s s  i s  a u t h o r i z e d  t o  
r e t a l i a t e  w i t h i n  a s e t  p e r i o d  o f  t im e  i f  a l l e g e d  u n f a i r  p r a c t i c e s  
a r e  n o t  e l im i n a t e d .  J a p a n ,  a lo n g  w i t h  3 r a z i l  and I n d i a  we re  t h e  
f i r s t  t h r e e  c o u n t r i e s  c i t e d  u n d e r  t h e  A c t  (May 1989 )  . A f t e r  b e in g  
c i t e d  u n d e r  t h e  A c t ,  J a p a n 's  l e a d e r s  w e re  i n  no f ra m e  o f  m ind  t o  
t a k e  s u ch  " A g g r e s s i v e  U n i l a t e r a l i s m "  l y i n g  d o w n .14

F in a l l y , *  we s h o u ld  n o te  t h a t  t h e  r e p o r t e d  d e m ise  a f t e r
1989 o f  s e v e r a l  o f  t h e  ( r e l a t i v e l y )  s m a l l  J a p a n e s e  b u y e r s  o f  B r i s t o l  
Bay s o c k e y e  ha s  been o f f e r e d  as p r o o f  t h a t  c o m p e t i t i o n  i n  t h e  
A m e r ic a n  se n se  o f  t h e  w o rd  i s  t h e  o r d e r  o f  t h e  da y  i n  t h e  Japanese  
s e a fo o d  i n d u s t r y .  A l t h o u g h ,  i n  one s e n s e  t h a t  s t a t e m e n t  i s  n o t  
w ro n g ,  i t  may g r e a t l y  m is s  t h e  p o i n t .  I t  i s  m ore  l o g i c a l  t o  
c o n c lu d e  f ro m  o u r  f i n d i n g s  t h a t ,  f o r  a p e r i o d  o f  t im e  i n  t h e  1970s  
and  3 0 s ,  c o m p e t i t i o n  d i d  ( f o r  a v a r i e t y  o f  r e a s o n s )  e x i s t ,  b u t  a few  
l a r g e  c o m p a n ie s  h ave  managed t o  g r e a t l y  r e d u c e  i f  n o t  e l i m i n a t e  t h e  
c o m p e t i t i o n  t h r o u g h  t h e  e x e r c i s e  o f  t h e i r  i n c r e a s i n g  o l o g o p s o n i s t i c , 
i f  n o t  m o n o p s o n i s t i c  m a rk e t  pow e r .

Who Bore  The B u rd e n  O f The P r i c e  C ra sh  o f  1 9 9 1 ?

W i th  t h e  e x c e p t i o n  o f  t h e  B r i s t o l  Bay e x - v e s s e l  p r i c e s  
w h ic h  a r e  s e a so n  a v e ra g e s  o b t a in e d  f ro m  t h e  A la s k a  D e p a r tm e n t  o f  
F is h  & Game, t h e  f o l l o w i n g  p r i c e  and e x c h a n g e  r a t e  f i g u r e s  have  been 
ta jcen  f ro m  pages  A - 23 and A - 29 o f  THE JAPANESE SALMON MARKET’5.

14 The w o rd s  " a g g r e s s i v e  u n i l a t e r a l i s m "  a r e  t a k e n  f ro m  a 
c o l l e c t i o n  o f  r e a d in g s  on t h e  e co no m ic  e f f e c t s  o f  t h e  1988 Omnibus 
T ra d e  and C o m p e t i t i v e n e s s  A c t .  See AGGRESSIVE UNILATERALISM: 
AMERICA'S 301 TRADE POLICY AND THE WORLD TRADING SYSTEM. (J .  
B h a g w a t i  & H .T .  P a t r i c k  ( e d i t o r s )  ( H a r v e s t e r  W h e a ts h e a f , New l o r k ) , 
1990

13 A la s k a  D e p a r tm e n t  o f  Commerce and  E conom ic  D e ve lo p m e n t ,  
D i v i s i o n  o f  E co n o m ic  D e v e lo p m e n t ,  F e b r u a r y  1993
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TOKYO WHOLESALE PRICE
FROZEN SOCKEYE SALMON

********* TOKYO WHOLESALE ******** B' Bay
x - r a t e E q u i v a l e n t e x - v e s s e l

v e n / k i l o . Y e n / $ 5 / ro u n d  l b . 5 /1  •
J u l y  1990 1166 1 4 9 .0 4 $ 2 .6 3 S I . )
J u l y  1991 336 1 3 7 .3 3 $ 2 .0 4 $0 .  )

A u g u s t  1990 1095 147 . 46 $ 2 .4 9 $1 . j 9
A u g u s t  1991 804 1 3 6 .8 2 $ 1 .9 7 $C .7 0

P r i c e s  f o r  f r o z e n  s o c k e y e  s e a te d  i n  e q u i v a l e n t  d o l l a r s  
p e r  r o u n d  pound  f e l l  an a v e ra g e  o f  2 1 . 6  p e r c e n t  b e tw e e n  J u l y / A u g u s t  
1990  and  J u l y / A u g u s t  1 9 91 .  E x - v e s s e l  p r i c e s  t o  f i s h e r s  i n  B r i s t o l  
Bay f e l l  3 5 . 8  p e r c e n t  o v e r  t h e  same p e r i o d . 16 I n  o t h e r  w o rd s ,  t h e  
p r i c e  t o  f i s h e r s  i n  B r i s t o l  Bay f e l l  s u b s t a n t i a l l y  m ore  ( i n  
p e r c e n ta g e  te rm s )  th a n  d i d  t h e  w h o le s a le  p r i c e  i n  T o k y o .

O f an a v e ra g e  d ro p  o f  $ 0 . 5 6  ( y e a r - t o - y e a r )  i n  d o l l a r -
e q u i v a l e n t  T o kyo  w h o le s a le  p r i c e s ,  $ 0 . 3 9  o r  70 p e r c e n t  was 
u l t i m a t e l y  p a s s e d  o n to  f i s h e r s .  R e c a l l i n g  t h a t  i n i t i a l  o f f e r s  t o
f i s h e r s  i n  J u n e  1991  w e re  $ 0 .5 0  p e r  pound  and w e re  o n l y  r a i s e d  t o
$ 0 . 7 0  p e r  pound  a f t e r  r e f u s a l  t o  f i s h  and c o n s i d e r a b l e  o p p o s i t i o n  
f r o m  t h e  G o v e rn o r ; /  o f  A la s k a ,  i t  i s  c l e a r  t h a t  i n i t i a l l y  t h e  
i n t e n t i o n  was t o  madce f i s h e r s  b e a r  t h e  e n t i r e  b u rd e n  o f  t h e  d r o p  i n  
T o ky o  s o c k e y e  p r i c e s .  Had t h e  f i s h e r s  a c t u a l l y  been  p a i d  $ 0 .5 0  p e r  
pound  t h e y  w o u ld  have  s u f f e r e d  a $ 0 . 5 9  p r i c e  d r o p  f r o m  1990 ,  an 
a m oun t p r e c i s e l y  e q u a l  t o  t h e  J u l y  1 9 9 1 / J u l y  1990  d r o p  i n  t h e  
d o l l a r - e q u i v a l e n t  T o ky  w h o le s a le  p r i c e .  T h i s  s u g g e s ts  t h e  
p o s s i b i l i t y  t h a t  e i t h e r  t h e  J a p a n e se  b u y e r s  o f  B r i s t o l  Bay s o c k e ye  
o r  t h e  o n - s i t e  B r i s t o l  Bay p r o c e s s o r s  re d u c e d  t h e  b u rd e n  o f  t h e  
p r i c e  r e d u c t i o n  on t h e i r  own boo tom  l i n e  by p a s s in g  m ore  th a n  a 
p r o p o r t i o n a t e  s h a re  o f  t h e  p r i c e  d e c l i n e  o n to  f i s h e r s .

The d e f i n i t i o n  o f  " m a rk e t  p o w e r"  im p l i e s  t h e  a b i l i t y  o f  
t h e  p a r t y  w i e l d i n g  t h e  pow e r t o  e x t r a c t  a d i s p r o p o r t i o n a t e  s h a re  o f  
t h e  p r o f i t s  when t im e s  a r e  g o o d ,  and t o  a v o id  a d i s p r o p o r t i o n a t e  
s h a r e  o f  t h e  lo s s e s  when t im e s  a r e  b a d .  The f a c t  t h a t  f i s h e r s  w e re  
i n i t i a l l y  a s k e d  t o  b e a r  100 p e r c e n t  o f  t h e  d e c l i n e  i n  Tokyo  
w h o le s a le  p r i c e s  an d ,  i n  f a c t ,  b o re  70 p e r c e n t  o f  t h e  d e c l i n e  i s  a 
s t r o n g  i n d i c a t i o n  t h a t  B r i s t o l  Bay f i s h e r s  a re  l a c k i n g  i n  m a rk e t  
p o w e r  r e l a t i v e  t o  t h o s e  t o  whom th e y  s e l l .

O f c o u r s e ,  t h e  d o l l a r  e q u i v a l e n t  p r i c e  p e r  r o u n d  pound  i s  
n o t  t h e  p r i c e  p a i d  t o  A la s k a  o n - s i t e  p r o c e s s o r s ,  and  so  i t  r e m a in s  
p o s s i b l e  t h a t  t h e  p r i c e  p a id  t o  t h e  o n - s i t e  B r i s t o l  Bay p r o c e s s o r s  
f e l l  as  much as t h e  p r i c e  t o  f i s h e r s .  To c l a r i f y  t h i s  i s s u e  we need

16 The  e q u iv a le n t :  p r i c e  p e r  r o u n d  pound  e q u a ls
. 74*  ( y e n / k i l o )  / 2 . 2 0 4 6 / x r a t e .  T h i s  c a l c u l a t i o n  assum es 2 .2 0 4 6  pounds  
p e r  k i l o g r a m  and a 26 p e r c e n t  w e ig h t  l o s s  i n  p r o c e s s i n g .
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t o  e x a m in e  t h e  1 9 9 0 / 1 9 9 1  chance  i n  p r i c e s  p a id  t o  p r o c e s s o r s  by
J a p a n e s e  b u y e r s  o f  f r o z e n  s o c k e ye  sa lm o n .

D e f i n i t i v e  p r i c e s  r e c e i v e  1 by B r i s t o l  Bay p r o c e s s o r s  
o f t e n  i n c l u d e  p aym en ts  r e c e i v e d  s e v e r a l  m on ths  a f t e r  t h e  d a te  o f  
s a l e .  T h i s  makes i t  d i f f i c u l t  t o  d e t e r m in e  e x a c t l y  w h a t  p r i c e s  a r e
c o m p a ra b le  t o  t h o s e  shown i n  t h e  t a b l e  a b o ve .  However, an
e x a m in a t i o n  o f  s a l e s  r e c o r d s  subpoenaed  f o r  t h i s  i n v e s t i g a t i o n  shows 
t h e  f o l l o w i n g  r a n g e  o f  p r i c e s  p a id  t o  B r i s t o l  Bay p r o c e s s o r s  by 
J a p a n e s e  b u y e r s .  The p r i c e s  a re  F .O .B .  A la s k a  f o r  f o u r - s i x  pound  
f r o z e n  s o c k e y e .

J u l y  1990  $ 2 . 1 0  -  3 2 .3 0  p e r  pound

J u l y  1991  S 1 . 4 5  -  3 1 .9 5  p e r  pound

I n  o t h e r  w o r d s , t h e  p r i c e s  r e c o r d e d  on J u l y  s a le s  
c o n t r a c t s  s u g g e s t  t h a t  3 r i s t o l  Bay p r o c e s s o r s  r e c e i v e d  p r i c e s  i n
J u l y  1 9 91  t h a t  w e re  on t h e  o r d e r  o f  3 0 .5 5  p e r  pound  t o  5 0 .8 5  p e r
pound  l o w e r  t h a n  t h e y  had r e c e i v e d  t h e  p r e v io u s  y e a r .  T h i s  i n  t u r n  
s u g g e s t s  t h a t  t h e  m a rk e t  pow e r t h a t  was b e in g  f e l t  by B r i s t o l  3av  
f is h « _ r s  when t h e y  w e re  f i r s t  a sked  t o  a c c e p t  3 0 .5 0  p e r  pound and 
t h e n  r e c e i v e d  3 0 . 7 0  p e r  pound em ana ted  f ro m  t h e  Japa n ese  b u y e r s .  The 
o n - s i t e  p r o c e s s o r s  who w e re  t h e  b e a r e r s  o f  bad t i d i n g s  t o  t h e  
f i s h e r s  may have  s im p l y  been c o n d u i t s  t h r o u g h  w h ic h  Japa ne se  m a rk e t  
p o w e r was tu n n e le d . , ' -

O ur i n v e s t i g a t i o n  u n c o v e re d  a docum en t t e n d in g  t o  s u p p o r t  
t h i s  ' t h e o r y .  I n  an agenda  f o r  a Decem ber, 1990  m e e t in g  i n  Japan  
b e tw e e n  a J a p a n e s e  b u y e r  and a p r o c e s s o r ,  t h e  b u y e r  r e p e a t e d l y
a d v o c a te s  c o o p e r a t i o n  b e tw e e n  b u y e rs  and p r o c e s s o r s  t o  re d u c e
g ro u n d s  p r i c e s  f o r  t h e  1991  se a son .  The agenda c o n c lu d e s  w i t h  t h e  
b u y e r ' s  c o n f i d e n t  s t a t e m e n t  t h a t :  "We a re  a s s u re  ( s i c )  t h a t  ( t h e
p r o c e s s o r )  as a l e a d e r  o f  t h i s  i n d u s t r y  can  e s t a b l i s h  r e a s o n a b le  FOB 
p r i c e s  by  e n f o r c i n g  t o  c o n t r o l  t h e  g ro u n d s  p r i c e s . "  The docum en t 
a c c u r a t e l y  d e s c r i b e d ,  i n  a d va n ce ,  t h e  1991 em phas is  on q u a l i t y  
c o n t r o l ,  and  i t  p re s a g e d  t h e  p r i c e  c r a s h  o f  t h e  1991  s e a so n .  Taken  
t o g e t h e r  w i t h  t h e  c i r c u m s t a n t i a l  e v id e n c e  g a th e r e d  i n  t h i s  
i n v e s t i g a t i o n ,  a s t r o n g  i n f e r e n c e  can  be d rawn t h a t  some c o n c e r t e d  
e f f o r t  was a f o o t  i n  1991 t o  d r i v e  down g ro u n d s  p r i c e s ,  and t h a t  a t  
l e a s t  some J a p a n e s e  b u y e r s  d i s c u s s e d  th o s e  e f f o r t s  w i t h  some 
p r o c e s s o r s  i n  a d v a n c e  o f  t h e  s e a so n .

A t  l e a s t  one im p o r t a n t  c o n c l u s i o n  comes o u t  o f  a l l  o f
t h i s .

EVEN IF  THE 1991  DROP IN  TOKYO WHOLESALE PRICES CAN BE 
FULLY JU S T IF IE D  BY " SUPPLY/DEMAND1’ CONSIDERATIONS, I T  
REMAINS TRUE THAT THE DISTRIBUTION OF THE RESULTANT 
LOSSES AMONG JAPANESE BUYERS, BRISTOL BAY PROCESSORS,
AND ALASKA FISHERS WAS CRIT ICALLY DEPENDENT UPON THEIR 
RELATIVE BARGAINING POWER. THE EVIDENCE IS  TEAT ALASKA 
FISHERS CERTAINLY RANK LOWEST IN  THIS REGARD.
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H e re  we o f f e r  what: am oun ts  t o  an in f o r m e d  c o n j e c t u r e ,  b u t  
l i t t l e  h a r d  e v id e n c e .  As p r e v i o u s l y  s t a t e d ,  t h i s  i n v e s t i g a t i o n  
g a t h e r e d  d o c u m e n ts  f ro m  p r o c e s s o r s ,  p u b l i c l y  a v a i l a b l e  p u b l i c a t i o n s ,  
and i n t e r v i e w s  w i t h  o t h e r s  i n  t h e  i n d u s t r y .  We w e re  no -  a b le  t o  
o b t a i n  d o c u m e n ts  o r  t e s t im o n y  d i r e c t l y  f ro m  t h e  f o r e i g n  om pan ies  
t h a t  bu y  f r o z e n  B r i s t o l  Bay sa lm on  f ro m  t h e  p r o c e s s o r s .

We b e g in  o u r  a n a l y s i s  w i t h  a s e r i e s  o f  q u e s t i  .s:

I f ,  in d e e d ,  a few  Ja pa n ese  t r a d i n g  c o m p a n ie s  w a re  n e a r i n g  
a p o s i t i o n  o f  o i i g o p s o n i s t i c  c o n t r o l  by  e a r l y  1990  wav d i d  b o t h  
J a p a n e s e  and  B r i s t o l  3ay  s o c k e ye  p r i c e s  c r a s h  i n  1 9 9 1 ?  C o u ld  n o t  t h e  
d o m in a n t  c o m p a n ie s  have s im p l y  w i t h h e l d  s u p p l i e s  f r o m  t h e  J a p a n e se  
m a r k e t  and  t h e r e b y  s lo w e d  t h e  d e c l i n e  i n  p r i c e s ?

The SUPPLY /DEMAND answ e r t o  t h i s  q u e s t i o n  i s  t h a t  a 
c o m b in a t i o n  o f  r i s i n g  s u p p l i e s  o f  coho  sa lm on  f r o m  C h i l e ,  an 
a b u n d a n t  h i g h  seas  c a t c h ,  and l a r g e  c a r r y o v e r  i n v e n t o r i e s  f ro m  
p r e v i o u s  y e a r s  c o m p le t e l y  a c c o u n ts  f o r  t h e  p r i c e  c r a s h  o f  1 9 9 1 .  I n  
o u r  o p i n i o n ,  t h e s e  f a c t o r s  may e x p l a i n  why p r i c e s  f a l l  a t  l e a s t  
som ew ha t i n  1 9 9 1 ,  b u t  f a i l  t o  e x p l a i n  why t h e y  f e l l  so  f a r  and so 
f a s t  and  why t h e  p r i c e s  p a id  t o  B r i s t o l  Bay p r o c e s s o r s  a p p e a r  t o
h ave  f a l l e n  by  t h e  f u l l  am ount o f  t h e  d e c l i n e  i n  T o k y o  w h o le s a le
p r i c e s .  We t h i n k  t h e r e  a r e  s e v e r a l  f a c t o r s  t h a t  show t h a t  t h e  p r i c e  
d e c l i n e  o f  1 9 91  was d e l i b e r a t e l y  a c c e l e r a t e d  and d e e p e n e d .

F i r s t ,  c o n s o l i d a t i o n  o f ' t h e  f r o z e n  s o c k e y e  m a r k e t  on t h e  
J a p a n e s e  s i d e  may n o t  have  been c o m p le te  as o f  e a r l y  1 9 9 1 .  Some o f  
t h e  s p o t  b u y e r s  w e re  s t i l l  a c t i v e  i n  1990  ( i n  p a r t i c u l a r  S h in  N ih o n  
G lo b a l ,  t h e  com pany who em p loyed  t h e  m a v e r ic k  s p o t  b u y e r  H i r a n o r i  
M i t s u h a s h i ,  and  M r. S u d o , a Japan e se  b u y e r  who i s  c r e d i t e d  by  many 
f o r  c h a n g in g  t h e  way sa lm o n  was b o u g h t  d u r i n g  t h e  1 9 8 0 s ,  and  f o r  
b i d d i n g  up t h e  p r i c e s )  . I t  i s  u n l i k e l y  t h a t  t h e  fe w  e n t r e n c h e d  
t r a d i n g  c o m p a n ie s  w o u ld  have  been p le a s e d  t o  have  t h e  s p o t  b u y e rs  
c o n t i n u e  t h e i r  a g g r e s s i v e  b u y in g  b e h a v io r  i n  B r i s t o l  Bay v e r y  much 
l o n g e r .

S e co nd ,  a v e r y  l a r g e  h ig h  seas  sa lm o n  c a t c h  h i t  t h e  
J a p a n e s e  m a r k e t  i n  e a r l y  1 9 91 .  T h is  was t h e  l a s t  s e a s o n  d u r i n g  
w h ic h  t h e  J a p a n e s e  w o u ld  be a l lo w e d  t o  l e g a l l y  h a r v e s t  h i g h  seas  
s a lm o n .  The  l a r g e  h ig h  sea s  c a t c h  c l e a r l y  p u t  dow nw ard  p r e s s u r e  on 
a l l  s a lm o n  p r i c e s .  (The h ig h  seas  sa lm o n  r e p r e s e n t  t h e  t o p  o f  t h e  
m a r k e t  i n  q u a l i t y  and p r i c e . )  I n  a d d i t i o n  t o  t h e  l e g a l  c a t c h ,  
h o w e v e r ,  t h e r e  was a p p a r e n t l y  a s i g n i f i c a n t  i n f l u x  o f  i l l e g a l l y  
c a u g h t  h i g h  s e a s  s a lm o n .  One company t h a t  has  r e p o r t e d l y  gone  o u t  
o f  b u s in e s s  a f t e r  t h e  c r a s h  o f  1991  had  been  s u s p e c te d  o f  i l l e g a l l y  
p u r c h a s in g  h i g h  seas  sa lm o n  f ro m  t h e  N o r t h  K o re a n s  and  f ro m  t h e  
P e o p le s '  R e p u b l i c  o f  C h in a  ( a c c o r d in g  t o  a J u l y  1 9 91  m e m orandum ). 
W i t h  t h e  1982  c o n s e n t  d e c re e  s e t  t o  e x p i r e ,  c o m p a n ie s  s u b j e c t  t o  i t  
w i t h  a l a r g e  s h a r e  o f  t h e  B r i s t o l  Bay m a rk e t  w o u ld  c l e a r l y  n o t  have  
been  h a p p y  had  i t  become common k n o w le d g e  i n  t h e  U n i t e d  S t a t e s  t h a t  
J a p a n e s e  s e a fo o d  b u y e rs  w e re  v i o l a t i n g  t h e  r e c e n t l y  s ig n e d  h i g h  seas  
s a lm o n  a c c o r d  by  i l l e g a l l y  b u y in g  h ig h  seas  s a lm o n  f r o m  o t h e r



c o u n t r i e s .  P u n is h m e n t  o f  i l l e g a l  t r a d e r s  by d e p r e s s in g  p r i c e s  w o u ld  
n o t  have  been u n p re c e d e n te d .

T h i r d ,  T r i d e n t  S e a foods  (owned by CONAGRA, a La rge  
A m e r ic a n  fe e d  m a n u fa c t u r e r )  was c o n t i n u i n g  t o  p r o t e s t  M i t s u b i s h i ' s  
a b r o g a t i o n  o f  t h e i r  1989 s a le s  c o n t r a c t ,  and may h a v e  been t h e  
t a r g e t  o f  p r i c e  r e t a l i a t i o n  t h a t  c o n t r i b u t e d  t o  t h e  p r i c e  c r a s h  o f  
1 9 9 1 .  I t  a p p e a rs  f ro m  a s e r i e s  o f  memoranda t h a t ,  a f t e r  f i r s t  
b u y in g  t h e  1939 f i s h  t h a t  T r i d e n t  had o r i g i n a l l y  " s o ld "  t o  
M i t s u b i s h i ,  K yokuyo  w e n t  on co a l s o  m a rk e t  l a r g e  q u a n t i t i e s  o f  
T r i d e n t  sa lm o n  i n  1990 and 1991 and on s e v e r a l  o c c a s io n s  o f f e r e d  t h e  
T r i d e n t  f i s h  a t  w h a t  o b s e r v e r s  r e f e r r e d  t o  as s h o c k i n g l y  low  p r i c e s .  
F o r  e xa m p le  (O c to b e r  19 , 1 9 9 0 ) :

" A s s i s t a n t  m anager c f  K y o k u y o 's  S a p p o ro  o f f i c e  
. . . and t o l d  h im  t h a t  K vokuvo  m ig h t  be a b l e  t o
move some T r i d e n t  f i s h  a t  350 l e v e l .  . . . Some
c u s to m e rs  who had b o u g h t  o u r  f i s h  h a ve  c a n c e l l e d  
o r d e r s  t o d a y  a f t e r  t h e y  h e a rd  K y o k u y o 's  e x t r e m e ly  
low  p r i c e ."

A ls o  (O c to b e r  24 , 1 9 9 0 ) :

" ( a  r e p r e s e n t a t i v e )  o f  K yokuyo ,  To kyo  f i r m l y  t o l d  
h im  . . . t h a t  K yokuyo  i s  w o r k in g  t o  s e l l
T r i d e n t ( s  f i s h  w i t h o u t  any  r i s k s  f o r  K y o k u y o . "

F i n a l l y  (O c to b e r  26 , 1 9 9 0 ) :

" h e a rd  f ro m  h im  ( t h e  r e p r e s e n t a t i v e  o f  K yokuyo ) 
t h a t  K yokuyo  . . . d e c id e d  t o  lo w e r  o f f e r  p r i c e
s u b s t a n t i a l l y  ( f o r  T r i d e n t  f i s h )  h o p in g  t h a t  
m a rk e t  w o u ld  b o t to m  and t o  see  r e a c t i o n . "

From t h e  d o c u m e n ta t io n  t h a t  i s  a v a i l a b l e  i t  seems t h a t  
K yokuyo  may have  been t a k i n g  a d v a n ta g e  o f  t h e  f a c t  t h a t  o t h e r  
Ja p a n e se  b u y e rs  w e re  r e l u c t a n t  t o  h a n d le  T r i d e n t  f i s h  i n  t h e  wake o f  
M i t s u b i s h i ' s  r e j e c t i o n  o f  t h e i r  1989 c o n t r a c t  w i t h  T r i d e n t .  K yokuyo  
a p p a r e n t l y  had t h e  f i s h  on c o n s ig n m e n t  and s im p ly  t o o k  a b ro k e ra g e  
f e e  f o r  t h e i r  s e r v i c e s .  (See t h e  above  r e f e r e n c e  t o  " w i t h o u t  any  
r i s k s  f o r  K y o k u y o . " )  C e r t a i n l y ,  s a le  o f  t n e  T r i d e n t  f i s h  p u t  some 
a d d i t i o n a l  dow nward  p r e s s u r e  on m a rk e t  p r i c e s  and r e d u c e d  T r i d e n t ' s  
p o t e n t i a l  p r o f i t s .

F i n a l l y ,  t h e  Ja p a n e se  fo u n d  t h e m s e lv e s  i n  S e p tem be r  1990 
w i t h  an I n d o n e s ia n  company o p e r a t i n g  i n  t h e i r  w h o le s a le  sa lm on  
m a r k e t s .  The com pany, Ikam uda , had c lo s e d  t h e  d e a l  t o  p u rc h a s e  
Ocean B e a u ty  S e a fo o d s  f ro m  SE2.LASKA C o r p o r a t i o n  i n  S e p tem be r  1 9 9 0 .  
A lo n g  w i t h  Ocean B e a u t y ' s  U .S . o p e r a t i o n s  came a J a p a n e s e  m a r k e t in g  
u n i t ,  K a b u s n i k i  K a is h a  SEALA3KA Ja p a n ,  now K a b u s n ik i  K a is h a  Ocean 
B e a u ty .  A l t h o u g h  we have  se t  n no e v id e n c e  t h a t  w o u ld  i n d i c a t e  t h e  
a t t i t u d e s  o f  p l a y e r s  s u ch  as t h e  e n t r e n c h e d  t r a d i n g  c o m p a n ie s  to w a rd  
t h e  e n t r y  o f  an I n d o n e s ia n  f i r m  i n t o  t h e i r  home m a r k e t s ,  o u r  i n i t i a l  
a s s u m p t io n  w o u ld  have  t o  be t h a t  t h e y  w e re  l e s s  t h a n  p le a s e d .
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Ikam uda  a p p a r e n t l y  r e c e i v e d  c o n s id e r a b le  s u p p o r t :  f r o m  t h e  I n d o n e s ia n  
g o v e rn m e n t  i n  i t s  n e g o t i a t i o n s  w i t h  SEALASKA.

I n  summary, we can  th e n  i d e n t i f y  f o u r  r e a s o n s  why a p r i c e  
c r a s h  o f  t h e  s o r t  t h a t  o c c u r r e d  i n  1991 may n o t  have  been unw e lcom e 
t o  and  may h ave  been  nudged a lo n g  by t h e  d o m in a n t  t r a d i n g  c o m p a n ie s :  
(1 )  a d e s i r e  t o  p u n is h  i f  n o t  e l im i n a t e  s p o t  b u y e r s  s u ch  as S h in  
N ih o n  G lo b a l  f o r  o v e r  a g g r e s s iv e  b e h a v io r  i n  B r i s t o l  Bay, (2 '  a 
s i m i l a r  d e s i r e  t o  p u n is h  a now b a n k r u p t  company f o r  i l l e g a l  b u v .n g  
o f  h i g h  sea s  s a lm o n ,  (3 )  a w i l l i n g n e s s  t o  l e t  T r i d e n t  f i s r .  be s o l d  
a t  lo w  p r i c e s  i n  r e t a l i a t i o n  f o r  T r i d e n t ' s  c o n t i n u e d  p r o t e s t a t i o n s  
o f  J a p a n e s e  p r a c t i c e s , 17 and (4 ) u n h a p p in e s s  a t  t h e  e n t r y  o f  a 
g o v e rn m e n t  s u p p o r t e d  I n d o n e s ia n  f i r m ,  ika m uda ,  i n t o  t h e  Ja p a n e se  
w h o le s a le  s a lm o n  m a rk e t .

A l t h o u g h  t h e s e  f o u r  re a s o n s  h a r d l y  a c c o u n t  on t h e i r  own 
f o r  t h e  c r a s h ,  t h e y  may e x p l a i n  why once p r i c e s  s t a r t e d  t o  d e c l i n e ,  
t h e y  f a l l  so  f a r  and  so f a s t .  Losses  w e re  c e r t a i n l y  i n c u r r e d  by 
J a p a n e s e  b u y e r s  i n  1 9 91 ,  b u t  th e  lo s s e s  w o u ld  n o t  have  been  
u n m a n a g e a b le  t o  t h e  l a r g e r  com pan ies  and may have  been i n t e n t i o n a l l y  
i n f l i c t e d  on t h e  s m a l l e r  b u y e rs  f o r  t h e  re a s o n s  c i t e d  a b o v e .  The 
above  d i s c u s s e d  agend a , w h e re in  th e  b u y e r  e x h o r t s  t h e  p r o c e s s o r  t o  
c o o p e r a t e  w i t h  t h e  b u y e rs  t o  d r i v e  down g ro u n d s  p r i c e s  shows t h a t  an 
o v e r r i d i n g  o b j e c t i v e  o f  some b u y e rs  was t o  d r i v e  down t h e  p r i c e s  as 
f a r  as  p o s s i b l e ,  and  i t  shows a l a c k  o f  qua lm s  a b o u t  u s in g  c o l l u s i o n  
t o  do  i t .

A t  t h i s  p o i n t  a f a c t  n o te d  e a r l i e r  b e a rs  r e p e t i t i o n .

EVEN I F  THE 1991  DROP IN  TOKYO WHOLESALE PRICES CAN BE 
FULLY JU S T IF IE D  BY " SUPPLY/DEMAND" CONSIDERATIONS, I T  
REMAINS TRUE THAT THE DISTRIBUTION OF THE RESULTANT 
LOSSES AMONG JAPANESE BUYERS, BRISTOL BAY PROCESSORS,
AND ALASKA FISHERS WAS CRITICALLY DEPENDENT UPON THEIR 
RELATIVE BARGAINING POWER. THE EVIDENCE IS  THAT ALASKA 
FISHERS CERTAINLY RANK LOWEST IN  THIS REGARD.

ECONOMIC INDICATORS OF PRICE F IZ IN G  BY THE JAPANESE

B ecause  o u r  i n v e s t i g a t i o n  f o c u s e d  on B r i s t o l  Bay 
p r o c e s s o r s ,  v e r y  l i t t l e  h a rd  e v id e n c e  s h o w in g  t h e  e x i s t e n c e  o f  
c o l l u s i o n  ( o r  t h e  l a c k  o f  i t )  on t h e  p a r t  o f  t h e  J a p a n e s e  b u y e r s  i s  
a v a i l a b l e .  T h i s  s h o u ld  n o t  be ta k e n  as g ro u n d s  t o  b e l i e v e  t h a t  i f  
p r i c e  f i x i n g  o c c u r r e d ,  o n l y  d o m e s t ic  p r o c e s s o r s  a r e  s u s p e c te d  o r  
t h a t ,  t o  t h e  e x t e n t  i t  m ig h t  have  o c c u r r e d ,  d o m e s t ic  p r i c e  f i x i n g  i s  
t h e  m ore  s e r i c  is  p r o b le m .  In d e e d ,  o u r  i n v e s t i g a t i o n  s t r o n g l y  
s u g g e s t s  t h a t  t h e  d o m e s t i c  U.S. p r o c e s s o r s  a r e  now ( p o s t - 1 9 9 1  i n  
c o n t r a s t  t o  t h e  1 9 8 5 - 1 9 8 8  p e r io d )  s im p l y  p r i c e  t a k e r s  when

17 I n  t h e  1989  J a p a n e s e  t e l e v i s i o n  d o c u m e n ta ry  r e f e r r e d  t o  
e a r l i e r  C huck  B u n d ra n t  was d e s c r ib e d  as " f i g h t i n g  a g a i n s t  t h e  
J a p a n e s e . "  The p ro g ra m  i t s e l f  had as one o f  i t s  r e p o r t e d  p u rp o s e s  
t o  "show  yo u  c l o s e l y  how t h e  U .S . and Ja p a n e se  w i l l  f i g h t  f o r  
s a lm o n . "
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" b a r g a i n i n g "  w i t h  che Japan e s e ,  and t h a t  ev e n  t h o u g n  t h e y  m a y  h a v e  
t he u p p e r  h a n d  w h e n  d e a l i n g  w i t h  fishers, t h e r e  is r e l a t i v e l y  l i t t l e  
s u r p l u s  le f t  to e x t r a c t  at t h a t  point.

T h e r e  is s t r o n g  c i r c u m s t a n t i a l  evidence, as s h o w n  by 
e c o n o m i c  a n a l y s i s ,  that the J a p a n e s e  u s e d  t h e i r  m o n o p s o n i s t i c  p o w e r  
(or a t  l e a s t  o l o g o p s o n i s t i c  m a r k e t  power) to l o w e r  p r i c e s  a n d  
e x c l u d e  c o m p e t i t i o n .  The fact, th a t  b o t h  t h e  p r i c e  p a i d  to B r i s t o l  
B a y  p r o c e s s o r s  a n d  the pr i c e s  pa i d  to B r i s t o l  B a y  f i s h e r s  fe l l  in 
1 9 9 1  by n e a r l y  the e n t i r e  a m o u n t  by w h i c h  the T o k y o  w h o l e s a l e  p r i c e  
f e l l  is a p o w e r f u l  i n d i c a t o r  t h a t  t h e y  w e r e  a b l e  to w i e l d  t h e i r  
p o w e r  s u c c e s s f u l l y .  (See the te x t  t a b l e  o n  pa g e  15, above.) In a 
s i t u a t i o n  in w h i c h  bo t h  J a p a n e s e  b u y e r s  a n d  A m e r i c a n  s e l l e r s  had 
e q u a l  b a r g a i n i n g  power, one w o u l d  e x p e c t  t s o m e  p o r t i o n  of the 
d e c l i n e  in w h o l e s a l e  p r i c e s  w o u l d  be p a s s e d  on t o  s u p p l i e r s ,  b u t  not 
t h e  e n t i r e  amount, nor ev e n  n e a r l y  t h e  e n t i r e  a m o u n t . 1*

We b e l i e v e  on t h e  b asis of e s t a b l i s h e d  J a p a n e s e  b u s i n e s s  
p r a c t i c e s  t h a t  the m a i n t a i n e d  h y p o t h e s i s  for p u r p o s e s  of A l a s k a  
p o l i c y  f o r m u l a t i o n  in f i s h e r i e s  m a r k e t s  (the h y p o t h e s i s  t h a t  g u i d e s  
p o l i c y  u n t i l  it is d i s p r o v e d )  s h o u l d  be that J a p a n e s e  t r a d i n g  
c o m p a n i e s  t y p i c a l l y  w o r k  t o g e t h e r  w h e n  d e a l i n g  w i t h  f o r e i g n  
s u p p l i e r s .  S p a c e  does not p e r m i t  a n  e x t e n s i v e  t r e a t m e n t  of th i s  
p o i n t ,  but the f o l l o w i n g  q u o t a t i o n  f r o m  e s t a b l i s h e d  i n v e s t i g a t o r s  
w i l l  at l e a s t  m a k e  it c l e a r  that t h e  p o i n t  is not b e i n g  m a d e  f o r  the 
f i r s t  t i m e  in this-, report.

" Y e t  w h e n  it c o m e s  to o v e r s e a s  t r a n s a c t i o n s ,  w h e r e  
t r a d i n g  c o m p a n i e s  are o f t e n  c o n f r o n t e d  w i t h  a 
c o m m o n  c o m p e t i t i v e  t h r e a t  or w a n t  to r e a c h  t h e  
s a m e  o b j e c t i v e s ,  they f o r e g o  t h e i r  f i e r c e  r i v a l r y  
a n d  jo i n  forces. Ev e n  i n f o r m a t i o n  is a c t i v e l y  
s h a r e d  for m u t u a l  b enefit, so long as it is n o t  
d i r e c t l y  c o m m e r c i a l  and p r o p r i e t a r y .  In f a c t  
c o m p a n i e s  go so far as to f o r m  j o i n t  v e n t u r e s  
a b r oad. T h i s  n e e d  to c o l l a b o r a t e  no d o u b t  i n d u c e s  
t r a d i n g  c o m p a n i e s  to c l u s t e r  t o g e t h e r  in a g i v e n  
l o c a t i o n  o v e r s e a s . " 19

IS T o  be a l i t t l e  t e c h n i c a l ,  the n e o c l a s s i c a l  t h e o r y  of s u p p l y
a n d  d e m a n d  t e l l s  us t h a t  a f t e r  a d r o p  in the p r i c e  r e c e i v e d  for
s o m e t h i n g  it sells, a fi r m  w i l l  a t t e m p t  to pass on  t h e  e n t i r e  p r i c e  
d e c l i n e  to its s u p p l i e r s .  In g e n e r a l  t h e  f r a c t i o n  o l  t h e  p r i c e  
d e c l i n e  w h i c h  is p a s s e d  on w i l l  d e p e n d  u p o n  t h e  r e l a t i v e  p r i c e
e l a s t i c i t i e s  of s u p p l y  a n d  d e m a n d  in the m a r k e t  w h e r e  t h e  f i r m  (in 
t h i s  c a s e  the J a p a n e s e  b u y e r  of A l a s k a  fish) p u r c h a s e s  its r a w  
p r o d u c t .  O n l y  if the f i r m ' s  s u p p l i e r s  (in t h i s  c a s e  the A l a s k a  
p r o c e s s o r s )  are in a w e a k  b a r g a i n i n g  p o s i t i o n  w o u l d  o n e  e x p e c t  to 
s e e  all, o r  a l m o s t  all, of the p r i c e  d e c l i n e  p a s s e d  on.

19 3y w a y  of e x ample, a long t i m e  o b s e r v e r  of t h e  B r i s t o l  Bay 
m a r k e t  t o l d  us t h a t  s h a r i n g  of t e c h n i c a l  i n f o r m a t i o n  is c o m m o n

( c o n t i n u e d . ..)
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(Kiyosili K a j i m a  & T e r u t o m o  O z a w a ,  J A P A N ' S  G E N E R A L  T R A D I N G  C O M P A N I E S , 
M E R C H A N T S  O F  E C O N O M I C  D E V E L O P M E N T ,  O E C D  Development: C e n t e r ,  P a r i s  
1984) p a g e  3 2 . :o

A  19 9 2  incident: i n v o l v i n g  t w o  J a p a n e s e  o w n e d  B r i s t o l  B a y  
p r o c e s s o r s  m a y  be i l l u s t r a t i v e  of t h i s  t y p e  of c o o p e r a t i o n .  
A c c o r d i n g  to r e p o r t s  a n d  t e s t i m o n y ,  t h e  t w o  p r o c e s s o r s  
s i m u l t a n e o u s l y  s o l d  t h e i r  e a r l y  B r i s t o l  Bay p r o d u c t i o n ,  in u .pan, at 
a p r i c e  s u b s t a n t i a l l y  b e l o w  t h e  t h e n  p r e v a i l i n g  m a r k e t  rate. 3 e r c r e  
the sale, 3 r i s t o l  Bay s o c k e y e s  w e r e  s e l l i n g  at a relative../ s t r o n g  
p r i c e  of a b o u t  1 ,060 Y e n  p e r  k i l o g r a m .  T h e  s a l e  a t  b e i j w  m a r k e t  
r a t e s  h a d  t h e  e f f e c t  of d e p r e s s i n g  B r i s t o l  B a y  s o c k e y e  p r i c e s  f r o m  
1 , 0 6 0  y e n  p e r  k i l o g r a m  to a b o u t  900. S i n c e  the J a p a n e s e  o w n e d  
p r o c e s s o r s  w e r e  p r e s u m a b l y  s e l l i n g  t h e  e a r l y  p r o d u c t i o n  to t h e i r  
p a r e n t  c o m p a n i e s  ( p r e s u m a b l y  u n d e r  o r d e r s  f r o m  t h e  p a r e n t ) , t h e  
p a r e n t  c o m p a n i e s  d i d  n o t  lo s e  m o n e y  in t h e  t r a n s a c t i o n ,  a n d  
p r e s u m a b l y  b e n e f i t t e d  f r o m  the l o w e r  m a r k e t  p r i c e  for f r o z e n  
s o c k e y e s  t h a t  t h e  d u m p i n g  e p i s o d e  c a u s e d .  A s  a r e s u l t  of t h e s e  
t r a n s a c t i o n s ,  t h e  p r i c e s  at  w h i c h  t h e  s a l m o n  w e r e  d u m p e d  b e c a m e  t h e  
n e w  p r e v a i l i n g  price, a n d  J a p a n e s e  b u y e r s  s u b s e q u e n t l y  r e f u s e d  to 
p a y  B r i s t o l  Bay p r o c e s s o r s  a p r i c e  a b o v e  t h a t  l e v e l  for t h e  r e s t  of 
the s e a s o n .  A c c o r d i n g  to t e s t i m o n y ,  t h i s  w a s  n o t  an i s o l a t e d  
i n c i d e n t .

A b r i e f  _r e v i e w  of c e r t a i n  J a p a n e s e  i n s t i t u t i o n s  a n d  
b u s i n e s s  p r a c t i c e s  .-may h e l p  o n e  to u n d e r s t a n d  t h e  m i s t a k e s  t h a t  c a n  
be m a d e  b y  a n a l y z i n g  J a p a n e s e  b e h a v i o r  in an .American f r a m e w o r k .  
M u c h  of t h e  f o l l o w i n g  h a s  b e e n  d r a w n  f r o m  a v a r i e t y  of s o u r c e s  
i n c l u d i n g  b u t  n o t  l i m i t e d  t o  E.J. L i n c o l n ,  J A P A N ' S  U N E Q U A L  T R A D E  
( B r o o k i n g s  I n s t i t u t i o n ,  W a s h i n g t o n  D.C., 1990), H. P a t r i c k  a n d
H. R o s o v s k v ,  A S I A ' S  N E W  G I A N T  ( B r o o k i n g s  I n s t i t u t i o n ,  W a s h i n g t o n

19 (. . . c o n t i n u e d )

a m o n n  J a p a n e s e  c o m p a n i e s  in B r i s t o l  3av. He b e l i e v e s  t h a t  J a p a n e s e  
t e c h n i c i a n s ,  p l a c e d  in p r o c e s s i n g  p l a n t s  p u r s u a n t  to c o n t r a c t s  
b e t w e e n  t h e  J a p a n e s e  b u y e r s  a n d  p r o c e s s o r s  for the p r e p a r a t i o n  of 
s u j i k o  ( s a l m o n  r o e ) , u s e  t h e i r  p r e s e n c e  in t h e  p l a n t s  to 
p a i n s t a k i n g l y  c o m p i l e  i n f o r m a t i o n  on  h o w  m u c h  s a l m o n  is b e i n g  
p r o c e s s e d  in e a c h  p l a n t ,  a n d  h o w  it is p r o c e s s e d  —  c a n n e d  or 
f r o z e n  ( r o u n d  o r  h e a d  o f f ) . T h i s  i n f o r m a t i o n  is t h e n  s h a r e d  a m o n g  
t h e  J a p a n e s e  c o m p a n i e s ,  a n d  e n a b l e s  t h e m  to m a k e  w e l l  informed, 
c o o r d i n a t e d  p r i c i n g  d e c i s i o n s .

*° T h e  O r g a n i z a t i o n  F o r  E c o n o m i c  C o o p e r a t i o n  a n d  D e v e l o p m e n t  
(OECD) is a n  i n t e r n a t i o n a l  o r g a n i z a t i o n  f o r m e d  by  t r e a t y  to p r o m o t e  
e c o n o m i c  g r o w t h  a n d  d e v e l o p m e n t  in its m e m b e r  c o u n t r i e s ,  w h i c h  are: 
A u s t r a l i a ,  A u s t r i a ,  B e l g i u m ,  C a n a d a ,  D e n m a r k ,  Fin l a n d ,  France, 
G e r m a n y ,  G r e e c e ,  I r e l a n d ,  I t a x y ,  J a p a n ,  L u x e m b o u r g ,  t h e  
N e t h e r l a n d s ,  N e w  Z e a l a n d ,  N o r w a y ,  P o r t u g a l ,  Spain, Sweden, 
S w i t z e r l a n d ,  T u r k e y ,  t h e  U n i t e d  K i n g d o m ,  a n d  t h e  U n i t e d  States.
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D.C., 1976) a n d  t h e  p u b l i c a t i o n  by K. K o j i m a  a n d  T. O z a w a  c i t e d
a b o v e .

T h e  p r i n c i p a l  v a v  the J a p a n e s e  b u s i n e s s  e n v i r o n m e n t  
d i f f e r s  f r o m  t h a t  in the U n i t e d  S t a t e s  is in the p r i m a c y  of l a r g e  
b u s i n e s s .  T h e  J a p a n e s e  g o v e r n m e n t  t e n d s  to w o r k  c l o s e l y  w i t h  b i g  
b u s i n e s s  to t h e  s e m i - e x c i u s i o n  of c o n s u m e r s  a n d  i n d e p e n d e n t  s m a l l  
b u s i n e s s .  T h i s  c o n t r a s t s  s h a r p l y  w i t h  the U n i t e d  S t a t e s  w h e r e  g r e a t  
e m p h a s i s  is p l a c e d  on c o n s u m e r  p r o t e c t i o n  e n d  t h e  d e v e l o p m e n t  of 
s m a l l  b u s i n e s s .  D e s p i t e  the e f f o r t s  of t h e  p o s t  W o r l d  W a r  II 
A m e r i c a n  o c c u p y i n g  f o r c e s  in o b t a i n i n g  anti-.nonopoly l e g i s l a t i o n ,  a 
l a r g e  n u m b e r  o f  l e g a l  c a r t e l s  e x i s t  in J a p a n .  B y  t h e  m i d - 1 9 7 0 s  
t h e i r  n u m b e r  e x c e e d e d  n i n e  hundred, a n d  it r e m a i n s  l a r g e  today. 
O s t e n s i b l y ,t h e s e  c a r t e l s  c a n  be f o r m e d  for o n l y  c e r t a i n  p u r p o s e s .  
D E P R E S S I O N  C A R T E L S  a r e  a l l o w e d  in t h o s e  i n d u s t r i e s  w h i c h  a r e  d e e m e d  
to be in t e m p o r a r y  r e c e s s i o n .  O t h e r  l egal c a r t e l s  w h i c h  h a v e  b e e n  
f a r m e d  i n c l u d e  R A T I O N A L I Z A T I O N  C A R T E L S , E X P O R T  C A R T E L S ,  I M P O R T  
C A R T E L S ,  C A R T E L S  U N D E R  M E D I U M  A N D  S M A L L  E N T E R P R I S E S  O R G A N I Z A T I O N  
ACT, C A R T E L S  U N D E R  E N V I R O N M E N T  S A N I T A T I O N  ACT, A N D  C A R T E L S  U N D E R  
C O A S T A L  S H I P P I N G  A S S O C I A T I O N  ACT.

In a c t u a l  p r a c t i c e ,  i m p l i c i t  c a r t e l s  m a y  be m o r e  d i r e c t l y  
r e l e v a n t  to t h e  p r o b l e m  f a c e d  by A l a s k a  i n t e r e s t s .  E d w a r d  L i n c o l n  
r e a c h e d  t h e  f o l l o w i n g  c o n c l u s i o n  in h i s  r e c e n t l y  p u b l i s h e d  study.

" J a p a n e s e  b e h a v i o r  p a t t e r n s  p r o v i d e  g o o d  r e a s o n  to 
be d i s c o u r a g e d  a b o u t  h o w  f a s t  a n d  h o w  far J a p a n e s e  
t r a d e  b e h a v i o r  w i l l  c h a n g e .  T h e  c l o s e  s o c i a l  
b o n d s  b e t w e e n  e s t a b l i s h e d  b u y e r s  a n d  s e l l e r s ,  the 
s t r o n g  s e n s e  of h i e r a r c h y  (in w h i c h  f o r e i g n  
p r o d u c t s  a n d  f irms a r e  r e l e g a t e d  to low 
p r i o r i t i e s )  e x p l i c i t  or i m p l i c i t  c a r t e l s  (o f t e n  
w i t h  i n f o r m a l  g o v e r n m e n t  a p p r o v a l  or  
e n c o u r a g e m e n t )  a n d  the s e n s e  t h a t  a t  t h e  b r o a d e s t  
l e v e l  J a p a n  is a g r o u p  to be p r o t e c t e d  from 
f o r e i g n  p r o d u c t s  are d a u n t i n g  o b s t a c l e s  t o  be 
o v e r c o m e ."

( J A P A N ' S  U N E Q U A L  T R A D E ,  op cit, p a g e s  99-100)

F i n a l l y ,  p r o f e s s o r s  K o j i m a  a n d  O z a w a  m a k e  t h e  p o i n t  as 
c l e a r l y  as it c a n  be s t a ted.

" J a p a n ' s  m a j o r  t r a d i n g  c o m p a n i e s  e n j o y  
m o n o p s o n i s t i c  p o s i t i o n s  in s e c u r i n g  v i t a l  
i n d u s t r i a l  r e s o u r c e s  and f o o d s t u f f s  f r o m  o v e r s e a s ,  
p a r t l y  as a r e s u l t  of t h e  c o m m e r c i a l  t r a d i t i o n  
d a t i n g  b a c k  to t h e  M e i j i  p e r i o d . "

( J A P A N ' S  G E N E R A L  T R A D I N G  C O M P A N I E S ,  o p  cit, p a g e  62)

P r o b a b l y  t h e  o u t s t a n d i n g  f e a t u r e  of J a p a n e s e  i n d u s t r i a l  
s t r u c t u r e  w h i c h  is of i n t e r e s t  h e r e  is the k e i r e t s u ,  o r  e n t e r p r i s e  
g r o u p .  S u c c e s s o r s  to t h e  p r e - W o r l d  W a r  II z a l b a t s u ,  t h e s e  
e n t e r p r i s e  g r o u p s  c o n s i s t  of a large n u m b e r  of c o m p a n i e s  l i n k e d  by
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m u t u a l  s t o c k  o w n e r s h i p ,  a n d  g e n e r a l l y  c e n t e r e d  a b o u t  a m a ] o r  bank. 
T h e  s i x  l a r g e s t  k e i r e z s u  w h i c h  t o g e t h e r  w i t h  t h e  n i n e  l a r g e s t  
t r a d i n g  c o m p a n i e s  d o m i n a t e  the J a p a n e s e  e c o n o m i c  l a n d s c a p e  are 
M i t s u i ,  M i t s u b i s h i ,  S u m i t o m o ,  Fuyo, S a n w a , and Ikkan. N o t h i n g  like 
the k e l r e t s u  a n d  t h e i r  g r o u p  m e n t a l i t y  e x i s t s  in t h e  U n i t e d  £ ites 
or, f o r  t h a t  m a t t e r ,  is l e g a l  in the U n i t e d  S t a t e s .  Inter-1'. :ing 
o w n e r s h i p  a n d  d i r e c t o r a t e s  s u c h  as t h a t  f o u n d  in t h e  k e i r e t s r  /ere 
p r o h i b i t e d  in t h e  U n i t e d  S t a t e s  by t h e  C l a y t o n  A c t  of 1 9 1 4 . "

T h e  p o i n t  of t h i s  b r i e f  r e c i t a t i o n  of  J a p a n e s e  er .asis 
on b i g  b u s i n e s s ,  g r o u p  f o r m a t i o n ,  a n d  c o l l u s i v e  b e h a v i o r  is i m p l y  
this: T o  b e l i e v e  t h a t  c o m p a n i e s  s u c h  as M i t s u i  a n d  M a r u b e n i  o m e h o w  
c h a n g e  t h e i r  s p o t s  w h e n  b u y i n g  A l a s k a  s e a f o o d  is n a i v e  a n d  -.-obably 
d e t r i m e n t a l  to t h e  A l a s k a n  e c onomy. A n d  y e t  t h i s  is i n a e e d  the 
a r g u m e n t  p u t  f o r t h  by m a n y  A l a s k a  a n a l y s t s ,  a n d  f o r m s  a t  l e a s t  an 
i m p l i c i t  b a s i s  for p o l i c y  d e c i s i o n s  m a d e  b y  g o v e r n m e n t a l  
i n s t i t u t i o n s  a n d  g r o u p s  s u c h  as A l a s k a  S e a f o o d  M a r k e t i n g  Ins t i t u t e .  
3 a s e d  o n  o u r  i n v e s t i g a t i o n ,  we  s u g g e s t  t h a t  f o r  t h e  pui'poses of 
d e t e r m i n i n g  an a p p r o p r i a t e  A l a s k a  p o l i c y  t o w a r d  s e a f o o d  m a r k e t s ,  the 
o p e r a t i v e  a s s u m p t i o n  s h o u l d  be chat o u r  J a p a n e s e  c u s t o m e r s  b e h a v e  
c o w a r d  us in a m a n n e r  w h i c h  is e n t i r e l y  c c n s i s t e n t  w i t h  h o w  th e y
b e h a v e  c o w a r d  a l l  of t h e i r  o t h e r  t r a d i n g  p a r t n e r s .

IS T H E R E  P R I C E  F I X I N G  BY B R I S T O L  B A Y  P R O C E S S O R S ?

A t  t h e  outset, w e  w i s h  to m a k e  it c l e a r  t h a t  w e  f o u n d  no
s m o k i n g  g u n  e v i d e n c e  p r o v i n g  t h a t  a n y  s p e c i f i c  p r i c e  f i x i n g  
a g r e e m e n t s  h a v e  e v e r  b e e n  m a d e  b e t w e e n  B r i s t o l  B a y  p r o c e s s o r s .  But 
o u r  i n v e s t i g a t i o n  f o u n d  t h a t  t h e  p r o c e s s o r  l e v e l  of t h e  B r i s t o l  B a y  
m a r k e t  is v e r y  m u c h  an o l i g o p o l y  b e c a u s e  t h e  s a m e  few firms 
c o n s i s t e n t l y  c o n t r o l  50% o r  m o r e  of t h e  a n n u a l  p r o d u c t i o n .  As 
d i s c u s s e d  b e l o w ,  it d o e s  n o t  t a k e  a n  e x p r e s s  a g r e e m e n t  b e t w e e n  
o l i g o p o l i s t s  to show an a n t i t r u s t  v i o l a t i o n ,  if c e r t a i n  o t h e r  
p r a c t i c e s  e x i s t  a m o n g  t h e  o l i g o p o l i s t s .

S i n c e  1975, Che f i r s t  y e a r  of l i m i t e d  e n t r y  in t o  the 
B r i s t o l  3 a y  s o c k e y e  s a l m o n  fis h e r y ,  t h e r e  h a v e  n e v e r  b e e n  m o r e  t h a n  
s e v e n t y - t w o  f i s h  b u y e r s  a n d  n e v e r  f e w e r  t h a n  o n e  t h o u s a n d  s i x  
h u n d r e d  s a l m o n  p e r m i t s  f i s h e d .  B e t w e e n  1985 a n d  1990 t h e  six 
l a r g e s t  b u y e r s  of  s a l m o n  f r o m  B r i s t o l  B a y  f i s h e r s  a c c o u n t e d  e a c h  
y e a r  f o r  at  l e a s t  51 p e r c e n t  of t h e  t o t a l  p o u n d s  p r o c e s s e d .  In m o s t  
of t h o s e  y e a r s ,  f o u r  f i rms a c c o u n t e d  f o r  50% of  p r o d u c t i o n ,  w h i c h  
e c o n o m i s t s  g e n e r a l l y  a g r e e  a m o u n t s  to a n  o l i g o p o l y .  T h e  t e x t  t a b l e  
s h o w s  t h e  p e r c e n t a g e s  of t h e  t o t a l  B r i s t o l  Bay h a r v e s t  p r o c e s s e d  by 
t h e s e  s i x  l a r g e s t  p r o c e s s o r s .

:i F o r  a d i s c u s s i o n  of t h e  J a p a n e s e  e c o n o m y  a n d  b u s i n e s s  
p r a c t i c e s  f r o m  a s o m e w h a t  s y m p a t h e t i c  a n a l y s t  o n e  s h o u l d  r e a d  
T a k a t o s h i  Ito, T H E  J A P A N E S E  E C O N O M Y  (MIT Press, C a m b r i d g e  Mass.) 
1992. B u t  e v e n  th i s  a u t h o r  m a k e s  it v e r y  c l e a r  t h a t  c o l l u s i v e  
p r a c t i c e s  w h i c h  a r e  i l l e g a l  in t h e  U n i t e d  S t a t e s  a r e  c o m m o n  in 
J a p a n .
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S h a r e  or B r i s t o l  Bay S o c k e y e  P r o d u c t i o n  
( p e r c e n t  of t o t a l  p r o d u c t i o n )

P r o c e s s o r 1985 1986 1987 1988 1989 L990

A 15 . 4 10 . 3 13. 6 5. 4 3.9 10. 1
3 9.3 3 . 9 10. 5 6 . 7 7 . 4 7.5
C 4 . 3 9.7 12.0 2.2 5.3 6.9
D 16 . 0 10.5 9 . 6 11.2 13 . 9 N A
E 20 . 9 1_. 5 13 . 9 14 . 0 13 .3 16.5
F NA N A NA 17.4 9.4 15.8
T O T A L 67 . 4 50 . 9 59.6 57 . 9 63 . 7 56.3

S O U R C E :  C o m p i l e d  from d a t a  p r o v i d e d  by the A l a s k a  D e p a r t m e n t
S G a me, C o m m e r c i a l  F i s h e r i e s  E n t r y  C o m m i s s i o n

T h e  m a j o r i t y  of the p r o c e s s o r s  a - t i v e  in 3 r i s t o l  Bay
p u r c h a s e  s a l m o n  f r o m  f i s h e r s  and t h e n  e i t h e r  f r e e z e  for f u r t h e r  s a l e
to t h e  J a p a n e s e ,  or can for f u r t h e r  s a l e  u n d e r  e i t h e r  t h e i r  o w n  
l a b e l  or u n d e r  t h a t  of a la r g e r  r e t a i l e r .  A s m a l l  p e r c e n t a g e  of 
3 r i s t o l  3 a v  s o c k e y e  is s o i a  f r esh or cured. W i t h  few e x c e p t i o n s ,  
J a p a n e s e  b u y e r s  o b t a i n  t h e i r  fish f r o m  a d o m e s t i c  A l a s k a  p r o c e s s o r ,  
s o m e  of w h i c h  a r e  w h o l l y  or p a r t i a l l y  o w n e d  by t h e  b u y e r s .

It is c l e a r  f r o m  the t a b l e  a b o v e  t h a t  a s m a l l  n u m b e r  of
p r o c e s s o r s  is r e s p o n s i b l e  for a l a r g e  p r o p o r t i o n  o f  t h e  p u r c h a s e s  
fr o m  a l a rge n u m b e r  of B r i s t o l  3 a y  s o c k e y e  s a l m o n  p e r m i t  h o l d e r s .  
C o n c e n t r a t i o n  of  th i s  sort, w h i l e  n o t  in i t s e l f  p r o o f  o f  c o l l u s i o n  
or  p r i c e  fixing, g r e a t l y  f a c i l i t a t e s  o l i g o p o l i s t i c  o r  olig-opsonistic 
c o o r d i n a t i o n  of prices. In p a r t i c u l a r  w h e n  a s m a l l  a n d  c o h e s i v e  
n u m b e r  of b u y e r s  c o n f r o n t s  a l a r g e  a n d  d i s o r g a n i z e d  g r o u p  of 
s e l l e r s ,  the t e m p t a t i o n  to w i e l d  m a r k e t  p o w e r  b y  c o n t r o l l i n g  p r i c e s  
c a n  b e  v e r y  g r e a t .

It is w o r t h  e m p h a s i z i n g  t h a t  in an o l i g o p o l y ,  o n l y  a few 
fi rms n e e d  to c o o r d i n a t e  t h e i r  a c t i v i t i e s  for m a r k e t  p o w e r  to exist. 
In t h i s  i n v e s t i g a t i o n ,  w e  s a w  no e v i d e n c e  of a n y  w r o n g d o i n g ,  o r  e v e n  
s u s p i c i o u s  a c t i v i t y ,  by m o s t  of t h e  p r o c e s s o r s .  M o s t  p r o c e s s o r s  
s i m p l y  f o l l o w  t h e  lead w h e n  s e t t i n g  p r i ces, a n d  h a v e  n e i t h e r  t h e  
m e a n s  n o t  the i n c l i n a t i o n  to do o t h e r w i s e .

In a d d i t i o n  to t h e  fact t h a t  a s m a l l  n u m b e r  of p r o c e s s o r s  
buy b e t w e e n  o n e - h a l f  and t w o - t h i r d s  of t h e  h a r v e s t  e a c h  y e a r  fr o m  a 
l a r g e  n u m b e r  of  s e llers, a f e a t u r e  w h i c h  e n a b l e s  p r i c e  f i x i n g  b u t  
d o e s  n o t  p r o v e  it, t h e r e  is d i r e c t  s t a t i s t i c a l  e v i d e n c e  t h a t  p r i c e s  
h a v e  b e e n  m a n i p u l a t e d  by p r o c e s s o r s  in the B r i s t o l  B a y  e x - v e s s e l  
m a r k e t .  T h e  f i r s t  p i e c e  of s t a t i s t i c a l  e v i d e n c e  is the f a c t  n o t e d  
a b o v e  t h a t  the i n i t i a l  1991 p r i c e s  o f f e r e d  to B r i s t o l  B a y  f i s h e r s  
fe l l  b y  the e n t i r e  a m o u n t  of the 1 9 9 0 - 1 9 9 1  a v e r a g e  d e c l i n e  in T o k y o  
w h o l e s a l e  p r i c e s .  A h i g h e r  p r i c e  w a s  p a i d  o n l y  a f t e r  t h e  G o v e r n o ” 
of A l a s k a  i n t e r v e n e d  in n e g o t i a t i o n s .

T h e  s e c o n d  is the fact t h a t  o v e r  t h e  1 9 7 5 - 1 9 9 1  p e r i o d  t h e  
w i t h i n  s e a s o n  p r i c e s  p a i d  to f i s h e r s  f o r  s o c k e y e  s a l m o n  ( e x - v e s s e l  
prices) a l m o s t  a l w a y s  r o s e  d u r i n g  t h e  s e a s o n  r e g a r d l e s s  of  t h e



r e l a t i o n s h i p  b e t w e e n  the f o r e c a s t  cf run s i z e  and t h e  a c t u a l  s i z e  of 
t h e  r u n . "  In y e a r s  w h e n  the a c t u a l  run ca m e  in h i g h e r  t h a n  the 
f o r e c a s t e d  run, o n e  w o u l d  e x p e c t  c o m p e t i t i v e l y  s e c  p r i c e s  to d e c l i n e  
as it b e c a m e  c l e a r  t h a t  the run was l a r g e r  th a n  a n t i c i p a t e d .  T h a t  
d o e s  n o t  h a p p e n  e v e n  in y e ars wh e n  p r i c e s  on t h e  T o k y o  w h o l e s a l e  
m a r k e t  d i d  d e c l i n e .  T h e  i m p l i c a t i o n  is t h a t  the 3 r i s c o l  ‘ay 
p r o c e s s o r s  w i t h  m a r k e t  p o w e r  h a v e  lo n g  u s e d  t h e i r  p o w e r  to _ o n ~ " o l  
p r i c e s  in a w a y  t h a t  forces f i s h e r s  to i n s u r e  p r o c e s s o r s  ga st 
e v e r  f i n d i n g  o u t  t h a t  they h a v e  p a i d  t o o  hi g h  a p r i c e  ft- e _-ly 
s e a s o n  s a l m o n .

T.ue i s s u e  of al w a y s  r i s i n g  w i t h i n  s e a s o n  e x - v e s s u l  p r i c e s  
h a s  b e e n  d i s c u s s e d  in d e t a i l  by D a v i d  R e a u m e  in a p a p e r  e n t i t l e d  "On 
T h e  F i n a n c i a l  R i s k  B o r n e  By B r i s t o l  3ay F i s h e r s . " 23 T h e  o r i g i n a l  
v e r s i o n  o f  t h e  p a p e r  b a s e d  its a n a l y s i s  o n  p r i c e s  p r o v i c e d  b y  o n l y  
o n e  B r i s t o l  3 a y  s a l m o n  buyer, and w a s  c r i t i c i z e d  for t h a t  fact. 
I n f o r m a t i o n  o b t a i n e d  from 3 r i s t o l  3 a v  p r o c e s s o r s  d u r i n g  this 
i n v e s t i g a t i o n  v e r i f y  that ev e n  the p r i c e s  p a i d  by t h e  l a r g e  
p r o c e s s o r s  r i s e  c o n s i s t e n t l y  w i t h i n  seas o n .  T h i s  i s s u e  w i l l  be 
d i s c u s s e d  in a d d i t i o n a l  d e t a i l  in t h e  n e x t  s e c t i o n  of t h i s  r e p ort. 
O n e  p o i n t  m a d e  t h e r e  is that p o s t - s e a s o n  b o n u s e s  p a i d  s p o r a d i c a l l y  
to f i s h e r s  s i n c e  1985 do not a p p e a r  to c o m p e n s a t e  for t h e  l o w e r  
p r i c e s  r e c e i v e d  by f i s h e r s  in the f i r s t  o n e - t h i r d  to o n e - h a l f  of the 
s e a s o n .  T h i s  m e a n s  t h a t  w e a l t h  is t r a n s f e r r e d  f r o m  t h e  f i s h e r s  to 
t h e  p r o c e s s o r s  in a w a y  t h a t  w o u l d  n o t  o c c u r  in a c o m p e t i t i v e  
m a r k e t .

In an i n t e r e s t i n g  and i m p o r t a n t  c o n t r i b u t i o n  to our 
u n d e r s t a n d i n g  o f  c o l l u s i v e  behavior, S t e v e n  C. S a l o p  has i d e n t i f i e d  
a n u m b e r  o f  " P r a c t i c e s  that (Credibly) F a c i l i t a t e  O l i g o p o l y  
C o o r d i n a t i o n . 1,24 T h e  p r a c t i c e s  w h i c h  he  i d e n t i f i e s  a r e  d e s i g n e d  to 
p r o m o t e  (1) i n f o r m a t i o n  exchange, and (2) i n c e n t i v e  m a n a g e m e n t  so 
t h a t  c o l l u s i v e  a g r e e m e n t s  can be e s t a b l i s h e d  and e n f o r c e d .  H e  l i sts 
t h e  f o l l o w i n g  p r a c t i c e s  as " c l a s s i c  e x a m p l e s  of i n f o r m a t i o n  
e x c h a n g e . "

i n t e r - s e l l e r  v e r i f i c a t i o n  of p r i c e  q u o t a t i o n s

a d v a n c e  n o t i c e  of p r i c e  c h a n g e s

- T h e  o n l y  e x c e p t i o n  w a s  in 1989 t h e  y e a r  of t h e  J u l y  p r i c e  
c o l l a p s e  a n d  t h e  E X X O N  V A L D E Z  o i l s p i l l .

23 A v a i l a b l e  u p o n  r e q u e s t  from the a u t h o r  or f r o m  t h e  A n c h o r a g e  
o f f i c e  of  t h e  A l a s k a  A t t o r n e y  G e n e r a l .

24 S t e v e n  C. Salop, G e o r g e t o w n  U n i v e r s i t y  L a w  C e n t e r ,  the 
c h a p t e r  s o  t i t l e d  a p p e a r s  as c h a p t e r  9 in S t i q l i t z ,  J.E. and 
M a t h e w s o n  G. Frank, N E W  D E V E L O P M E N T S  IN T H E  A N A L Y S I S  O F  M A R K E T  
S T R U C T U R E ,  (MIT Press, C a m b r i d g e ,  Mass.) 1986 As  m e n t i o n e d  in an 
e a r l i e r  f o o t n o t e ,  t h e  9 t h  C i r c u i t  has r e c o g n i z e d  t h a t  m a n y  of  t h e s e  
p r a c t i c e s ,  w h e n  s h o w n  to e x i s t  t o g e t h e r ,  c a n  be s u f f i c i e n t  p r o o f  to 
s u p p o r t  a f i n d i n g  of an  a n t i t r u s t  v i o l a t i o n .  W i l c o x  v  F i r s t  
I n t e r s t a t e  B a n k  of O r e g o n . 315 F2d 522, 5 2 4-5 (9th Cir. 1987).



E x a m p l e s  of i n c e n t i v e  m a n a g e m e n t  d e v i c e s  include: 

m o s t  f a v o r e d  c u s t o m e r  c l a u s e s  

r e l a t i v e  v a l u e  s c a l e s  

p r o d u c t  s t a n d a r d i z a t i o n

T e c h n i q u e s  e m p l o y e d  in B r i s t o l  B a y  w h i c h  a r e  not 
i d e n t i f i e d  by Salop, b u t  w h i c h  a r e  e f f e c t i v e  in m a i n t a i n i n g
o i i g o p s o n i s t i c  a n d  o l i g o p o l i s t i c  p r i c e  a g r e e m e n t s ,  a n d  w h i c h  w o u l d
be  c o n s i d e r e d  by t h e  c o u r t s  are:

the p a y m e n t  of b o n u s e s  to f i s h e r s  w h o  
" l o y a l l y "  d e l i v e r  100 p e r c e n t  of t h e i r  c a t c h  
to a p a r t i c u l a r  p r o c e s s o r

c u s t o m  p r o c e s s i n g  a g r e e m e n t s  b e t w e e n
p r o c e s s o r s

o p p o r t u n i t i e s  to m e e t  to c o o r d i n a t e  a n t i c o m p e t i t i v e  
s t r a t e g y

T h e  p r e s e n c e  of s u c h  p r a c t i c e s  s u g g e s t s  the p o s s i b i l i t y  
t h a t  s o m e  s o r t  of c o l l u s i v e  b e h a v i o r  m a y  be o c c u r r i n g ,  b u t  d o e s  not 
p r o v e  t h a t  if d o e s  -b e y o n d  a r e a s o n a b l e  doubt. E v e n  so, f r o m  the 
p o i n t  of  v i e w  of s h o w i n g  t h a t  t h e  p r e p o n d e r a n c e  of e v i d e n c e  p o i n t s  
t o  c o n c e r t e d  p r i c e  c o o r d i n a t i o n  a m o n g  .some -large p r o c e s s o r s  as 
h a v i n g  t a k e n  place, t h e i r  p r e s e n c e  in 3 r i s t o l  3 a y  is i m p o r t a n t  to 
t h i s  r e p o r t .

In u n d e r s t a n d i n g  ihe d i s c u s s i o n  below, o n e  m u s t  
d i s t i n g u i s h  b e t w e e n  o l i g o p o l y  (few s e l l e r s )  a n d  o l i g o p s o n y  (few 
b u y e r s ) . T h e r e  is r e a s o n  to b e l i e v e  b a s e d  o n  c i r c u m s t a n t i a l  
e v i d e n c e  o b t a i n e d  in t h e  c o u r s e  of t h e  i n v e s t i g a t i o n  t h a t  B r i s t o l  
3 a v  p r o c e s s o r s  h a v e  a t t e m p t e d  to set p r i c e s  b o t h  in the m a r k e t  in 
w h i c h  t h e y  s e l l  s a l m o n  a n d  in t h e  m a r k e t  in w h i c h  t h e y  b u y  salmon. 
In p a r t i c u l a r ,  d u r i n g  the 1 9 8 5 - 1 9 8 3  t i m e  p e r i o d  t h e y  m a y  h a v e  b e e n  
s u c c e s s f u l  b o t h  in n e g o t i a t i n g  a n d  m a i n t a i n i n g  h i g h e r  p r i c e s  fr o m  
J a p a n e s e  b u y e r s  a n d  in D a y i n g  a l o w e r  t h a n  c o m p e t i t i v e  p r i c e  to 
f i s h e r s .  In o t h e r  w o r d s ,  d u r i n g  t h a t  p e r i o d  t h e y  m a y  h a v e  b e e n  
s u c c e s s f u l  b o t h  as p r i c e  c o n t r o l l i n g  o l i g o p o l i s t s  a n d  as p r i c e  
c o n t r o l l i n g  o l i g o p s o n i s t s . S i n c e  1939, it a p p e a r s  t n a t  t h e i r  
a b i l i t y  to s e t  p r i c e s  w h e n  d e a l i n g  w i t h  J a p a n e s e  b u y e r s  has be e n  
s i g n i f i c a n t l y  r e d u c e d .  I n d e e d ,  it n o w  a p p e a r s  t h a t  for a l l  i n t e n t s  
a n d  p u r p o s e s  t h e  B r i s t o l  B a y  p r c c e s s o r s  a r e  s i m p l y  p r i c e  t a k e r s  w h e n  
it c o m e s  to s e l l i n g  t h e i r  f i s h . 23 H o w e v e r ,  t h e  a b i l i t y  to set 
p r i c e s  in t h e  B r i s t o l  B a y  e x - v e s s e l  m a r k e t  d o e s  n o t  a p p e a r  to h a v e  
c h a n g e d .  W h a t  is m ore, t h e  i n c e n t i v e  to r e d u c e  e x - v e s s e l  p r i c e s  m a y

23 T h e  s w i t c h  f r o m  p r i c e  s e t t e r  to p r i c e  t a k e r  a f t e r  1938 m a y  
h e l p  to e x p l a i n  t h e  s a l e  of o c e a n  B e a u t y  b y  S E A L A S K A  a n d  a l s o  the 
r e c e n t  a n n o u n c e m e n t s  t h a t  W a r d s  C o v e  a n d  I c i c l e  a r e  up f o r  sale.



be  g r e a t e r  n o w  t h a t  the p r i c e s  p r o c e s s o r s  r e c e i v e  f r o m  t h e  J a p a n e s e  
a r e  m u c h  l o w e r  t h a n  t h e y  w e r e  in the m i d  to late 1980s.

T h e  f o l l o w i n g  p r a c t i c e s  ha v e  b e e n  u s e d  c o m m o n l y  bv 
B r i s t o l  B a y  p r o c e s s o r s ,  a n d  are r e l e v a n t  to t h e i r  a b i l i t y  to 
c o o r d i n a t e  p r i c i n g  s t r a t e g y .  W e  d i s c u s s  eac.n in turn.

V e r i f i c a t i o n  O f  P r i c e  Q u o t a t i o n s

S e v e r a l  p r o c e s s o r  r e p r e s e n t a t i v e s  t e s t i f i e d  n d e r  o a t h  
t h a t  t h e y  r o u t i n e l y  t e l e p h o n e  e a c h  o t h e r  in o r d e r  to /erify e x ­
v e s s e l  p r i c e  c h a n g e s  w h i c h  h a v e  e i t h e r  b e e n  r e p o r t e d  by fishers, or 
o v e r  t h e  l o c a l  r a d i o  s t a t i o n .  V e r i f i c a t i o n  of e x - v e s s e l  p r i c e  
c h a n g e s  s h o r t e n s  or e l i m i n a t e s  d e t e c t i o n  lags. " D e t e c t i o n  lag" 
m e a n s  t h e  t i m e  lag b e t w e e n  an act of p r i c e  c h e a t i n g  a n d  its 
d e t e c t i o n  b y  o t h e r  m e m b e r s  of the g r o u p  e n g a g e d  in a p r i c e  f i x i n g  
c o n s p i r a c y ,  if o n e  e x i s t s .  T h e  s o o n e r  c h e a t i n g  is d i s c o v e r e d ,  t h e  
l e s s  l i k e l y  it is t h a t  t h e  c h e a t e r  w i l l  i n d i v i d u a l l y  p r o f i t  f r o m  
h r e a k i n g  t h e  p r i c e  a g r e e m e n t .

T h e  e f f e c t  of t h i s  p r a c t i c e  is to r e d u c e  t h e  c h a n c e s  t h a t  
a p a r t i c u l a r  p r o c e s s o r ' s  f l e e t  of fish e r s  w i l l  d e l i v e r  its f i s h  to 
p r o c e s s o r s  o f f e r i n g  h i g h e r  p r i ces.

A d v a n c e  N o t i c e  O f  P r i c e  C h a n c e s

T w o  of t h e  s i x  l a r g e s t  B r i s t o l  Bay p r o c e s s o r s  p o s t  e x ­
v e s s e l  p r i c e  c h a n g e s  w h e n  t h e y  m a k e  them, w h i c h  a r e  t h e n  r o u t i n e J y  
v e r i f i e d  b y  o t h e r  procesrsors w i t h i n  o n e  or t w o  h o u r s .  D u r i n g  t h e  
1 9 9 1  s e a s o n ,  r u m o r s  of an  i n c r e a s e  in t h e  o f f e r e d  p r i c e  t o  f i s h e r s  
f r o m  $ 0 . 5 0  to $ 0 . 7 0  p e r  p o u n d  w e r e  c i r c u l a t e d  for a t  l e a s t  t w e n t y -  
f o u r  h o u r s  b e f o r e  t a k i n g  e f f e c t .  As in the c a s e  of t h e  v e r i f i c a t i o n  
of p r i c e  c h a n g e s ,  a d v a n c e  n o t i c e  s e r v e s  to s h o r t e n  o r  e l i m i n a t e  
d e t e c t i o n  lags. In a d d i t i o n ,  as p r a c t i c e d  in B r i s t o l  Bay, t h e  
a d v a n c e d  p o s t i n g  of p r i c e  c h a n g e s  m a y  a l l o w  p r i c e  leader(s) to 
n o t i f y  t h e  p r i c e  f o l l o w e r s  t h a t  a c h a n g e  is f o r t h c o m i n g .

M o s t  F a v o r e d  C u s t o m e r  C l a u s e s

S u c h  c l a u s e s  in s a l e s  c o n t r a c t s  g u a r a n t e e  c u s t o m e r s  t h e  
l o w e s t  p r i c e  c h a r g e d  to o t h e r  c u s t o m e r s .  T h e y  are s i m i l a r  to t h e  
m o s t  f a v o r e d  n a t i o n  c l a u s e s  w h i c h  a p p e a r  in i n t e r n a t i o n a l  b i - l a t e r a l  
t r a d e  a g r e e m e n t s .

M e m b e r s  of  a p r i c e  f i x i n g  o l i g o p o l y  h a v e  a n  i n c e n t i v e  to 
o f f e r  t h e i r  c u s t o m e r s  s u c h  c l a u s e s  b e c a u s e  t h e y  p r o v i d e  a 
d i s i n c e n t i v e  f o r  m e m b e r s  of t h e  p r i c e  f i x i n g  r i n g  to c h e a t  by 
o f f e r i n g  l o w e r  p r i c e s .  In e f f e c t ,  the o l i g o p o l y ' s  c u s t o m e r s  a r e  
g i v e n  an  i n c e n t i v e  to p o l i c e  t h e  p r i c e  s t r u c t u r e .  S u c h  c l a u s e s  a r e  
f o u n d  in the s a l e s  c o n t r a c t s  n e g o t i a t e d  b e t w e e n  B r i s t o l  B a y  
p r o c e s s o r s  a n d  J a p a n e s e  b u y e r s .  For e x a m p l e  c l a u s e s  s u c h  as t h e
f o l l o w i n g  c o m m o n l y  a p p e a r  in s a l e s  c o n t r a c t s .

" A b o v e  m i n i m u m  g u a r a n t e e d  p r i c e s  s h a l l  b e  a d j u s t e d
u n d e r  the c o n t r a c t ,  to t h e  m a j o r  B r i s t o l  Bay
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s a l m o n  p r o c e s s o r s '  a c t u a l  s e l l i n g  p r i c e  to t h e i r
m a j o r  b u y e r s  of the e q u i v a l e n t  q u a l i t y  product.''

A l t h o u g n  m a s t  f a v o r e d  c u s t o m e r  c l a u s e s  a p p e a r e d  in 
c o n t r a c t s  t h r o u g h o u t  the 1 9 8 5 - 1 9 9 1  t i m e  period, t h e i r  i m p o r t a n c e  ;o 
B r i s t o l  B a y  p r o c e s s o r s  as a c o o r d i n a t i o n  d e v i c e  m a y  h a v e  e v a p o r a t e d  
in r e c e n t  y e a r s .  T h e y  m a y  e x i s t  n o w  s o l e l y  for the b e n e f i t  of t h e  
J a p a n e s e  buyer.'6

R e l a t i v e  Va Lue S c a l e s  and P r o d u c t  S t a n d a r d i s a t i o n

A r e l a t i v e  v a l u e  s c a l e  a s s i g n s  p r i c e s  to d i f f e r e n t  g r a d e s  
o f  a p r o d u c t  in p r o p o r t i o n  to the p r i c e  on a r e f e r e n c e  grade. 
R e l a t i v e  v a l u e  s c a l e s  i n c r e a s e  the c h a n c e s  t h a t  a b u y e r  of one g r a d e  
w i l l  d e t e c t  t h a t  a b u y e r  of a n o t h e r  g r a d e  has p a i d  a l o w e r  price. 
A g a i n ,  t h e  o l i g o p o l y ' s  c u s t o m e r s  are e n l i s t e d  to p o l i c e  the p r i c e  
f i x i n g  a g r e e m e n t .  A s e c o n d  a f f e c t  of a r e l a t i v e  v a l u e  s c a l e  is to 
l i m i t  t h e  s c o p e  for n o n - p r i c e  c o m p e t i t i o n  by p r e - s p e c i f y i n g  p r i c e s  
f o r  a l l  g r a d e s .

P r o d u c t  s t a n d a r d i z a t i o n  a l s o  i n c r e a s e s  t h e  c h a n c e s  t h a t  
c h e a t i n g  w i l l  b e  d e t e c t e d  a n d  a l s o  limits the s c o p e  for n o n - p r i c e  
c o m p e t i t i o n  by c l e a r l y  d e f i n i n g  the g r a d e s  to w h i c h  d i f f e r e n t  p r i c e s  
a r t  to be a p p l i e d .

R e l a t i v e -  v a l u e  s c a l e s  a n d  p r o d u c t  s t a n d a r d i z a t i o n  
f a c i l i t a t e  b o t h  o l i g o p o l i s t i c  and o i i g o p s o n i s t i c  p r i c e  fixing.

L o v a l t v  B o n u s e s

A l l  o f  the m a j o r  B r i s t o l  B a y  p r o c e s s o r s  p a y  a b o n u s  p e r  
p o u n d  o f  s a l m o n  d e l i v e r e d  to m e m b e r s  of t h e i r  f l e e t  of f i s h e r s  w h o  
d e l i v e r  100 p e r c e n t  of t h e i r  c a t c h  to them. T h e  f o l l o w i n g  is a 
t y p i c a l  n o t i f i c a t i o n  to fishers:

■6 F u r t h e r  s u p p o r t  for t h e  p r o p o s i t i o n  t h a t  t h e  p r o c e s s o r s  
h a v e  l o s t  b a r g a i n i n g  p o w e r  a g a i n s t  t h e  J a p a n e s e  b u y e r s  is f o u n d  in 
c o n t r a c t s  in e f f e c t  d u r i n g  the p e r i o d  1 9 8 5 - 3 7  w h e r e  t h e  p r o c e s s o r s  
w e r e  g u a r a n t e e d  an i n c r e a s e  in t h e  p r i c e  p a i d  t h e m  by t h e  i m p o r t e r  
f o r  e a c h  i n c r e a s e  in t h e  p r i c e  p a i d  by the p r o c e s s o r  to the 
f i s h e r s .  T e s t i m o n y  fr o m  p r o c e s s o r s  is t h a t  the J a p a n e s e  b u y e r s  no 
l o n g e r  a r e  will-ing to o f f e r  t h e s e  terms. T h e r e  is no d o u b t  t h a t  
t h e  p r o c e s s o r s  b e n e f i t e d  fr o m  s u c h  c o n t r a c t s  w h i l e  t h e y  w e r e  
a v a i l a b l e ,  b e c a u s e  t h e y  p a s s e d  the r i s k  of g r o u n d s  p r i c e  i n c r e a s e s  
o n  to t h e  b u y e r s .  S u c h  c o n t r a c t s  w e r e  p r o b a b l y  a n  i l l e g a l  r e s t r a i n t  
o f  t r a d e  b e c a u s e  th e y  t y p i c a l l y  h a d  a n  a d d i t i o n a l  l e q u i r e m e n t  t h a t  
t h e  p r o c e s s o r  k e e p  t h e  p r i c e  p a i d  to f i s h e r s  a t  a l evel no h i g h e r  
t h a n  t h e  a v e r a g e  p r i c e  p a i d  by s e v e r a l  o t h e r  n a m e d  p r o c e s s o r s ,  
w h i c h  r e s t r a i n s  t r a d e  by f o r c i n g  p r i c e  p a r a l l e l i s m  on t h e  market, 
a n d  d i s c o u r a g i n g  p r i c e  c o m p e t i t i o n .  S u c h  c l a u s e s  f u r t h e r  
i l l u s t r a t e  t h e  lack of b a r g a i n i n g  p o w e r  of the f i s h e r s  d u r i n g  t h a t  
e r a .
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" w i l l  p a y  all o u r  3 r i s t o l  3ay p e r m i t  h o l d e r s
an i n c e n t i v e  for d e l i v e r i n g  all of y o u r  1991 
s a l m o n  to o u r  t e n d e r s  a n d  p l a n t s . "

" T o  be e l i g i b l e  to r e c e i v e  t h i s  i n c e n t i v e ,  w e  m u s t  
r e c e i v e  a i l  y o u r  1991 p r o d u c t i o n  e x c e p t  for 
overlirait fish o r  fi s h  c a u g h t  in a r e a s  not 
r e g u l a r i v  s e r v i c e d  by o u r  t e n d e r s . "

T h e  l o y a l t y  b o n u s  p r o v i d e s  f i s h e r s  w i t h  a d i s i n c e n t i v e  to 
s e e k  o u t  h i g h e r  p r i c e s  f r o m  o t h e r  b u y e r s .  T h i s  is p a r t i c u l a - i y  so
in  l i g h t  of t h e  f a c t  t h a t  m o s t  f i s h e r s  b e l i e v e  t h a t  f a i _ _ r e  to
d e l i v e r  a l l  o r  m o s t  of o n e ' s  c a t c h  to o n e ' s  p r o c e s s o r  w i l l  r e s u l t  in 
h a v i n g  o n e ' s  n o n - c a s h  b e n e f i t s  e l i m i n a t e d .  N o n - c a s h  b e n e f i t s  
i n c l u d e  b u t  a r e  not l i m i t e d  to b o a t  s t o r a g e ,  b u n k  a n d  m e s s h a l l  
p r i v i l e g e s  a n d  p r o m p t  o f f - l o a d i n g  of o n e ' s  catch.

C u s t o m  P r o c e s s i n g  A g r e e m e n t s

B r i s t o l  3 a y  p r o c e s s o r s  r o u t i n e l y  can a n d  f r e e z e  the fi s h
of o t h e r  p r o c e s s o r s .  T h e  w r i t t e n  c o n t r a c t u a l  a g r e e m e n t s  s p e c i f y
p r i c e s  to be p a i d  i n a  o t n e r  d e t a i l s ,  a n d  r e p r e s e n t  a n  i d e a l  w a y  in 
w h i c h  to c c n v e y  to o n e  a n o t h e r  i n f o r m a t i o n  on c o s t s  of p r o c e s s i n g  
a n d  on  t h e  p r i c e s  r e c e i v e d  f r o m  b u y e r s .  A l t h o u g h  we  f o u n d  no 
e v i d e n c e  t h a t  t h e y  h a v e  b e e n  u s e d  as such, c u s t o m  p r o c e s s i n g  
a g r e e m e n t s  a l s o  p r o v i d e  a v e h i c l e  f o r  m a k i n g  s i d e  p a y m e n t s ,  t h a t  is, 
p a y m e n t s  f r o m  o n e  p r o c e s s o r  to a n o t h e r  w h i c h  w o u l d  e n a b l e  t h e  g r o u p  
o f  o l i g o p o l i s t s  to d i v i d e  a s e a s o n ' s  p r o f i t s  in a p r e - a r r a n g e d  
m a n n e r .17

O p p o r t u n i t i e s  t o  M e e t  and C o o r d i n a t e  A n t i c o m p e t i t i v e  S t r a t e g y

T h e  f i n a l  i n g r e d i e n t  m e n t i o n e d  b y  c o u r t s  is the
o p p o r t u n i t y  f o r  the c o m p a n i e s  to m e e t  a n d  c o o r d i n a t e  s t r a tegy. 
T e s t i m o n y  in t h i s  i n v e s t i g a t i o n  s h o w s  t h a t  e x e c u t i v e s  from f o u r  
p r o c e s s o r s  w h o s e  c o m b i n e d  m a r k e t  s h a r e  f r e q u e n t l y  a c c o u n t s  for 50% 
of t h e  m a r k e t  r e g u l a r l y  t a k e  v a c a t i o n s  a b r o a d  t o g e t h e r .  W h i l e  t h e r e  
is no e v i d e n c e  t h a t  t h e y  d i s c u s s  b u s i n e s s  s t r a t e g y  d u r i n g  t h o s e  
v a c a t i o n s  (in fact, t h e y  d e n y  d o i n g  so), t h e  o p p o r t u n i t y  at l e a s t  
e x i s t s ,  a n d  t h a t  f a c t  is a " p l u s  f a c t o r "  of t h e  t y p e  t h e  c o u r t s  
c o n s i d e r  i m p o r t a n t  in p r o v i n g  t h e  e x i s t e n c e  of a p r i c e  c o o r d i n a t i n g  
o l i g o p o l y .

A s  w i t h  m o s t  i n d u s t r i e s ,  m o s t  p r o c e s s o r s  b e l o n g  t o  a 
t r a d e  a s s o c i a t i o n ,  t h e  P a c i f i c  S e a f o o d  P r o c e s s o r s  A s s o c i a t i o n ,  w h i c h  
h a s  r e g u l a r  m e e t i n g s .  T h i s  a s s o c i a t i o n  h a s  an a n t i t r u s t  c o m p l i a n c e

27 F o r  e x a m p l e ,  p r o c e s s o r  A m a y  p a y  p r o c e s s o r  B a n  a d d i t i o n a l
S. 05 p e r  p o u n d  f o r  c u s t o m  p r o c e s s i n g  ( o v e r  a n d  a b o v e  t h e  p r i c e  t h a t  
m i g h t  o t h e r w i s e  be a g r e e d  upon) in c o m p e n s a t i o n  for p r o c e s s o r  B's 
a g r e e m e n t  t o  a b i d e  by a p r e v i o u s  c o l l u s i v e  a g r e e m e n t .  Again, w e  
e m p h a s i z e  t h a t  n o  e v i d e n c e  t h a t  c u s t o m  p r o c e s s i n g  a g r e e m e n t s  h a v e  
b e e n  u s e d  f o r  t h i s  p u r p o s e  h a s  b e e n  found, b u t  t h e  o p p o r t u n i t y  
p r e s e n t e d  b y  t h e m  is l e g a l l y  r e l e v a n t .
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p r o g r a m ,  a n d  an a t t o r n e y  a t t e n d s  t h e i r  m e e t i n g s  to w a r n  t h e m  in che 
e v e n t  t h a t  t h e  d i s c u s s i o n  enters f o r b i d d e n  t e r r i t o r y .  3ut the 
m e e t i n g s  n e v e r t n e i e s s  b r i n g  p r o c e s s o r s  t o g e t h e r  in a c o m m o n  venue, 
ar.d t h e  o p p o r t u n i t y  ex i s t s  for a f t e r  h o u r s  m e e t i n g s  a m o n g  
p r o c e s s o r s ,  w h e n  the a n t i t r u s t  c o m p l i a n c e  l a w y e r  m i g h t  not be 
p r e s e n t .  Again, w h i l e  t h e s e  facts do not p r o v e  p r i c e  fixing, c o u r t s  
h a v e  b e e n  w i l l i n g  to infer the e x i s t e n c e  of at l e a s t  i m p l i c i t  p r i c e  
f i x i n g  a g r e e m e n t s  u n d e r  s i m i l a r  c i r c u m s t a n c e s .

S u m m a r y

T h e r e  is c i r c u m s t a n t i a l  e v i d e n c e  c o n s i s t e n t  w i t h  a 
f i n d i n g  t h a t  s o m e  of the m a ^ o r  p r o c e s s o r s  in B r i s t o l  B a y  s o u g h t  to 
f i x  p r i c e s  b o t h  in t h e  m a r k e t s  in w h i c h  t h e y  s e l l  a n d  in t h e  m a r k e t  
in w h i c h  they buy. A few of the proces-sors can, g i v e n  t h e i r
c o m b i n e d  m a r k e t  s h a r e  of a p p r o x i m a t e l y  50%, w i e l d  o l o g o p s c m i s t i c  
m a r k e t  power, w h i c h  m a kes it p o s s i b l e  to i n f l u e n c e  p r i c e s  w i t h o u t  
t h e  a g r e e m e n t  of the e t h e r  proces s o r s ,  w h o  h a v e  no c h o i c e  b u t  f o l l o w  
t h e  m a r k e t  p r i c e  e s t a b l i s h e d  by t h o s e  w i e l d i n g  t h e  m a r k e t  power. 
B e t w e e n  1985 a n d  1988 the few large p r o c e s s o r s  a p p e a r  to h a v e  been 
s u c c e s s f u l  in m a i n t a i n i n g  and p o s s i b l y  e v e n  r a i s i n g  p r i c e s  c h a r g e d  
to J a p a n e s e  b u y e r s  of fro z e n  salmon. In so d o i n g  h o w e v e r ,  th e y  may 
h a v e  s t i m u l a t e d  two Large J a p a n e s e  t r a d i n g  c o m p a n i e s  to c o m e  
t o g e t h e r  as a c o u n t e r v a i l i n g  force t h a t  n o w  d o m i n a t e s  t h e  m a r k e t  for 
f r o z e n  A l a s k a  salmon. W i t h  r e g a r d  to f i x i n g  p r i c e s  p a i d  to f i s h e r s  
( e x - v e s s e l  prices); • there is e v i d e n c e  t h a t  s o m e  of t h e  l a r g e r  
p r o c e s s o r s  (but c e r t a i n l y  not all of them) h a v e  e n g a g e d  in c o n d u c t  
t h a t  c o u r t s  h a v e  f o und s u f f i c i e n t  to i n f e r  at  l e a s t  a n  i m p l i c i t  
p r i c e  f i x i n g  a g r e e m e n t .  T h e  e c o n o m i c  d a t a  i n d i c a t e  t h a t  t h e y  m a y  
h a v e  b e e n  p a r t i a l l y  s u c c e s s f u l  in e f f o r t s  to m a n i p u l a t e  p r i c e s  to 
t h e i r  a d v a n t a g e .  T h e r e  is e v i d e n c e  to b e l i e v e  t h a t  t h o s e  e f f o r t s  
c o n t i n u e  today, a l t h o u g h  g i v e n  the s u p e r i o r  m a r k e t  p o w e r  of the 
J a p a n e s e  buyers, t h e r e  is not mu c h  e x t r a  t h a t  c a n  be e x t r a c t e d  from 
t h e  f i s h e r s  in r e c e n t  years.

In t h e  n e x t  s e c t i o n  of th i s  r e p o r t  we  e s t i m a t e  the c o s t s  
to A l a s k a n s  of p r i c e  fixing b e h a v i o r  b o t h  b y  the B r i s t o l  3av 
p r o c e s s o r s  and b y  the d o m i n a n t  J a p a n e s e  t r a d i n g  c o m p a n i e s .

C O S T  E S T I M A T E S

If t h e  S U P P L Y / D E M A N D  h y p o t h e s i s  is c o r r e c t  a n d  t h e r e  is 
no c o l l u s i v e  m a r k e t  p o w e r  b e i n g  w i e l d e d  in B r i s t o l  Bay by e i t h e r  the 
J a p a n e s e  b u y e r s  in t h e i r  d e a l i n g s  w i t h  p r o c e s s o r s ,  o r  by the 
p r o c e s s o r s  in t h e i r  d e a l i n g s  w i t h  f i s h e r s ;  t h e n  t h e  c o s t  of 
c o l l u s i o n  is zero. B r i e f l y  put, w h e r e  t h e r e  is no c o l l u s i o n ,  t h e r e  
is no c o s t  of c o l l u s i o n .

T h e  a s s u m p t i o n  of no c o l l u s i o n  and, t h e r e f o r e ,  n o  c o s t  of 
c o l l u s i o n  g o v e r n s  A l a s k a  f i s h e r i e s  p o l i c y  today. U n d e r  the 
S U P P L Y / D E M A N D  h y p o t h e s i s  all of the p l a y e r s  a r e  e q u a l l y  impotent. 
T h e  f i s h e r s  r e c e i v e d  low p r i c e s  in 1991 b e c a u s e ,  in t h e  l a n g u a g e  of 
t h a t  h y p o t h e s i s ,  t h e  fishers' s u p p l y  c u r v e  of s o c k e y e  s a l m o n  is a 
v e r t i c a l  s t r a i g h t  line. W i t h  the f i s h e r s '  s u p p l y  c u r v e  a v e r t i c a l  
s t r a i g h t  line f i s h e r s  are not o n l y  p r i c e  t a k e r s  as i n d i v i d u a l s ,  but



a l s o  c o l l e c r i v e l v . T h e  v e r t i c a l  s u p p l y  c u r v e  is t a k e n  a s  a da t u m ,  
as a n  i m m u t a b l e  fa c t  of l i f e  ch a t  t h e  f i s h e r s  n u s t  s i m p l y  l e a r n  to 
Live w i t h  a n d  c a n n c t  h o p e  co chan g e .

In k e e p i n g  w i t h  th i s  a s s u m p t i o n  f i s h e r s  a r e  t o l d  t h a t
o n l y  if t h e  f i n a l  m a r k e t  d e m a n d  for s a l m o n  is i n c r e a s e d  (by, say,
t h e  a c t i o n s  of t h e  A l a s k a  S e a f o o d  M a r k e t i n g  I n s t i t u t e )  can t h e y  
e x p e c t  to r e c e i v e  a h i g h e r  p r i c e  p e r  p o u n d  for t h e i r  e f f o r t s .  T h e  
p o l i c y  r e c o m m e n d a t i o n s  f o r t h c o m i n g  f r o m  t h e  S U P P L Y / D E M A N D  s c h o o . of 
t h o u g h t  a r e  then: (1) d e v e l o p  n e w  p r o d u c t s ,  (2) i m p r o v e  pro: ict
q u a l i t y ,  a n d  (3) d e v e l o p  n e w  m a r k e t s .  T h e  S U P P L Y / D E M A N D  s c n o o l  
n e v e r  r e c o m m e n d s  t h a t  A l a s k a  ta k e  d i r e c t  a c t i o n  t o  i m p r o v e  t h e  
b a r g a i n i n g  p o s i t i o n  of f i s h e r s  vis a' v i s  p r o c e s s o r s  o r  p r o c e s s o r s  
v i s  a ' v i s  t h e i r  J a p a n e s e  c u s t o m e r s .

In c o n t r a s t ,  if the J a p a n e s e  b u y e r s  of A.laska s a l m o n
w i e l d  c o l l u s i v e  m a r k e t  p o w e r  in t h e i r  d e a l i n g s  w i t h  p r o c e s s o r s ,  o r
if t h e  p r o c e s s o r s  do so in t h e i r  d e a l i n g s  w i t h  f i s h e r s ,  t h e n  d i r e c t  
a c t i o n  to l e v e l  the p i a v m g  f i e l d  b e c o m e s  a p r i o r i t y .  T h e  
i m p r o v e m e n t  of p r o d u c t  q u a l i t y  a n d  the d e v e l o p m e n t  o f  n e w  p r o d u c t s  
a n d  n e w  m a r k e t s  r e m a i n  i m p o r t a n t  g o a l s  b u t  in a d d i t i o n  t w o  n e w  g o a l s  
a r e  ad d e d :  (1) to e x t r a c t  t h e  m a x i m u m  d o l l a r  r e t u r n  f r o m  A l a s k a ' s
s a l m o n  r e s o u r c e s  by a c t i v e l y  i n t e r v e n i n g  t o  c o u n t e r b a l a n c e  J a p a n e s e  
m a r k e t  po w e r ,  a n d  (2) to e l i m i n a t e  p r a c t i c e s  t h a t  a r t i f i c i a l l y  a n d  
i l l e g a l l y  r e d u c e  the p r i c e  p a i d  to f i s h e r s .

In t h i s  s e c t i o n  of t h e  r e p o r t  w e  p r e s e n t  e s t i m a t e s  of (a) 
t h e  d o l l a r  c o s t  t o  A l a s k a  p r o c e s s o r s  a n d  f i s h e r s  o f  t h e i r  i n a b i l i t y  
to n e g o t i a t e  h i g h e r  p r i c e s  for B r i s t o l  B a y  s o c k e y e  f r o m  J a p a n e s e  
b u y e r s ,  a n d  (b) the a d d i t i o n a l  d o l l a r  c o s t  to f i s h e r s  of t h e i r  
i n a b i l i t y  to b a r g a i n  e q u a l l y  w i t h  B r i s t o l  B a y  p r o c e s s o r s .  T h e  
e s t i m a t e s  a r e  s o m e w h a t  b r o a d b r u s h  a n d  t h e r e f o r e  s h o u l d  b e  v i e w e d  
o n l y  as s u g g e s t i v e  of the a m o u n t s  i n v o l v e d .

A p o i n t  n e e d s  to be raade b e f o r e  p r o c e e d i n g .  O u r  
e s t i m a t e s  a r e  m a d e  w i t h i n  t h e  f r a m e w o r k  of n e o c l a s s i c a l  s u p p l y  a n d  
d e m a n d  a n a l y s i s  b e c a u s e  we w i s h  to s h o w  t h a t  e v e n  u s i n g  c o n v e n t i o n a l  
a n a l y t i c a l  t c o l s  o n e  c a n  r e a c h  t h e  c o n c l u s i o n  t h a t  c o l l u s i o n  m a y  
i n d e e d  m a t t e r  to A l a s k a .  We do not, h o w e v e r ,  f i n d  t h i s  a v e r y  
f r u i t f u l  w a y  to p r o c e e d  in g e n e r a l .  A f r a m e w o r k  f o r  a n a l y s i s  w h i c h  
m a y  p r o v e  m o r e  u s e f u l  t h a n  n e o c l a s s i c a l  s u p p l y  a n d  d e m a n d  t h e o r y  is 
t h e  m o d e r n  t h e o r y  of b a r g a i n i n g  as d e v e l o p e d  in t h e  c z e x t  of t h e  
t h e o r y  of ga m e s .  A n a l y s i s  of t h e  r e l a t i v e  p o s i t i o n s  of J a p a n e s e  
b u y e r s ,  A l a s k a  p r o c e s s o r s ,  a n d  B r i s t o l  B a y  f i s h e r s  in a b a r g a i n i n g  
f r a m e w o r k  m a y  l e a d  o n e  to a s k  m e r e  p e r t i n e n t  q u e s t i o n s  t h a n  are 
s u g g e s t e d  b y  t h e  f r a m e w o r k  o f f e r e d  b y  n e o c l a s s i c a l  s u p p l y  and 
d e m a n d .  T h e r e  is no s p a c e  for an e x t e n d e d  t r e a t m e n t  h e r e ,  b u t  it is 
w o r t h  n o t i n g ,  for e x a m p l e ,  t h a t  a n a l y s t s  w o r k i n g  w i t h i n  b a r g a i n i n g  
m o d e l s  h a v e  t e n d e d  to a s k  h o w  o n e  s i d e  o r  t h e  o t h e r  c a n  g o  a b o u t  
i n c r e a s i n g  its b a r g a i n i n g  s t r e n g t h ,  a n d  w h a t  s o r t  o f  s t r a t e g i c
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t h r e a t s  a r e  c r e dible.-3 T h e s e  are q u e s t i o n s  t h a t  a l m o s t  n e v e r  o c c u r  
to a s u p p l y / d e m a n d  t h e o r i s t  o p e r a t i n g  s t r i c t l y  w i t h i n  that 
f r a m e w o r k .

T h e  C o s t  T o  A l a s k a  O f  J a p a n e s e  C o h e s i v e n e s s

-or e v e r y  ten c e n t s  p e r  p o u n d  e x t r a  t h a t  B r i s t o l  Say 
p r o c e s s o r s  r e c e i v e  for f r o z e n  s o c k e y e  t h e i r  c o l l e c t i v e  n e t  r e v e n u e  
f r o m  s a l e s  of f r o z e n  s o c k e y e  go e s  up b y  b e t w e e n  $3 m i l l i o n  a n d  S12 
m i l l i o n ,  d e p e n d i r g  up o n  the v o l u m e  of sales. If t h i s  i n c r e m e n t  is 
d i s t r i b u t e d  e q u a l l y  b e t w e e n  p r o c e s s o r s  and fi s h e r s ,  the c o l l e c t i v e  
r e v e n u e  of e a c h  g r o u p  g o e s  up by b e t w e e n  $4 m i l l i o n  a n d  $6 
m i l l i o n . * 9 C o n v e r s e l y ,  for e v e r y  tan c e n t  p e r  r o u n d  p o u n d  r e d u c t i o n  
in p r i c e  t h e  n e t  r e v e n u e  of A l a s k a  f i s h e r s  and p r o c e s s o r s  f r o m  s a les 
of f r o z e n  s o c k e y e  g o e s  d o w n  by S3 m i l l i o n  to $12 m i l l i o n .

A l t h o u g h  t h e r e  is no w a y  to k n o w  for c e r t a i n  w h a t  A l a s k a  
p r o c e s s o r s  and f i s h e r s  m i g h t  h a v e  be e n  p a i d  in 1 9 9 1  a n d  1992 in the 
a b s e n c e  of c o l l u s i o n ,  s o m e  r o u g h  e s t i m a t e s  can b e  made. We know, 
for e x a m p l e ,  t h a t  t h e  w h o l e s a l e  p r i c e  of s o c k e y e  s a l m o n  in J a p a n  
o v e r  t h e  J a n u a r y  1 9 9 1 / O c t o b e r  1992 p e r i o d  a v e r a g e d  S 2 . 5 6  p e r  p o u n d  
a n d  t h a t  its s t a n d a r d  d e v i a t i o n  w a s  $ 0 . 1 1  per p o u n d . j0 A v a r i a t i o n  
m o n t h  to m o n t h  of tan c e n t s  per p o u n d  r e p r e s e n t s ,  t h e r e f o r e ,  a 
c h a n g e  of o n l y  o n e - f o u r t h  of o n e  ( m o n t h - t o - m o n t h )  s t a n d a r d  d e v i a t i o n  
a n d  f o r  t h a t  r e a s o n  m i g h t  r e a s o n a b l y  be c o n s i d e r e d  s m a l l  a n d  w e l l  
w i t h i n  t h e  b o u n d s  o f  r a n d o m  v a r i a t i o n .  If so, t h e r e  is r e a s o n  to 
b e l i e v e  t h a t  an  i m p r o v e m e n t  in b a r g a i n i n g  s t r e n g t h  o n  t h e  A l a s k a  
s i d e  o f  t h e  n e g o t i a t i o n s  o v e r  s a l m o n  p r i c e s  m i g h t  r e a d i l y  y i e l d  an 
i n c r e a s e  in r e v e n u e  to A l a s k a  i n t e r e s t s  of at l e a s t  ten c e n t s  p e r  
p o u n d  o r  s o m e  $3 m i l l i o n  to $12 m i l l i o n  p e r  year. I n d e e d ,  by th i s  
s t a n d a r d  a g a i n  in r e v e n u e  of $20 m i l l i o n  to $30 m i l l i o n  p e r  y e a r  is 
p l a u s i b l e .

In a m a r k e t  in w h i c h  the b u y e r  e x e r c i s e s  m o n o p s o n i s t i c  or 
o i i g o p s o n i s t i c  p o w e r  the a m o u n t  p a i d  for a g o o d  or s e r v i c e  falls 
s h o r t  o f  t h e  p r i c e  t h a t  w o u l d  be p a i d  in a f u l l y  c o m p e t i t i v e  market.

-3 F o r  exa m p l e ,  a s t r i k e  by f i s h e r s  is n o t  a c r e d i b l e  t h r e a t  
b e c a u s e  p r o c e s s o r s  k n o w  t h a t  f i s h e r s  h a v e  no f i n a n c i a l  r e s o u r c e s  to 
o f f s e t  t h e  lo s s  of f i s h i n g  income. This, in turn, l e a d s  o n e  to a s k  
h o w  f i s h e r s  m i g h t  go a b o u t  a c c u m u l a t i n g  s u c h  r e s o u r c e s .  T h e  
s u p p l y / d e m a n d  f r a m e w o r k  c o u l d  e n c o m p a s s  s u c h  c o n s i d e r a t i o n s  b u t  it 
d o e s  n o t  s u g g e s t  them.

-9 T h i s  c a l c u l a t i o n  is b a s e d  on a 95 p e r c e n t  c o n f i d e n c e  
i n t e r v a l  for h a r v e s t  levels, c a l c u l a t e d  from d a t a  for the time 
p e r i o d  1979 t h r o u g h  1991, and a s s u m e s  a 26 p e r c e n t  w e i g h t  loss in 
p r o c e s s i n g  at B r i s t o l  3ay. T h e  m e a n  h a r v e s t  of B r i s t o l  B a y  s o c k e y e  
1 9 7 9 - 1 9 9 1  w a s  1 3 6 ,424 t h o u s a n d  p o u n d s  w i t h  a s a m p l e  s t a n d a r d  
d e v i a t i o n  of 40 , 5 0 9  t h o u s a n d  p o u nds.

30 c a l c u l a t e d  f r o m  d a t a  p r i n t e d  on p a g e  A 2 9  of T H E  J A P A N E S E  
S A L M O N  M A R K E T :  AN I N T R O D U C T I O N  FOR A L A S K A N S  ( A l a s k a  d e p a r t m e n t  of 
C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t ,  June a u )  F e b r u a r y  1993
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T r a d i t i o n a l  a n a l y s i s  cf s u p p l y  a n d  d e m a n d  t e l l s  us t h a t  t h e  amount: 
by w h i c h  it f a l l s  short: d e p e n d s ,  in g e n e r a l ,  u p o n  t h e  p r i c e
e l a s t i c i t y  of  t h e  s u o p i y  c u r v e . 51 In t h e  s p e c i a l  c a s e  w h e r e  t h e  
s u p p l y  c u r v e  is v e r t i c a l  t h e  a m o u n t  by w h i c h  p r i c e  f a l l s  s h o r t  of
t h e  c o m p e t i t i v e  p r i c e  is d e t e r m i n e d  s o l e l y  by t h e  m o n o p s o n i s t  ,32

I n  c o n t r a s t ,  if tie m a r k e t  in w h i c h  A l a s k a  p r o c e s s o r s  
s e l l  t o  J a p a n e s e  b u y e r s  w e r e  r e a l l y  c o m p e t i t i v e ,  t h e  p r o c  : s s c r s ' 
s u p p l y  c u r v e  w o u l d  net be v e r t i c a l .  U n d e r  t h e s e  c o n d i t i o n s  we an 
c a l c u l a t e  t h e  a m o u n t  by w h i c h  the a c t u a l  p r i c e  f a l l s  s h o r e  of -.he 
c o m p e t i t i v e  p r i c e .  G i v e n  a r e a s o n a b l e  e s t i m a t e  of tr.e p r i c e  
e l a s t i c i t y  of  t h e  p r o c e s s o r s '  s u p p l y  c u r v e  in a c o m p e t i t i v e  m a r k e t  
(say b e t w e e n  0 . 1  a n d  10 o v e r  the r a n g e  d e f i n e d  b y  t h e  r. : m p e t i t i v e  
p r i c e  a t  t h e  h i g h  end and the m o n o p s o n y  p r i c e  at t h e  low e n d ) , then 
t h e  c o m p e t i t i v e  p r i c e  w o u l d  be a t  l e a s t  1C p e r c e n t  h i g h e r  t h a n  t h e
m o n o p s o n y  p r i c e  a n d  p o s s i b l y  m u c h  h i g h e r .

T r a n s l a t i n g  t h i s  into d o l l a r  e s t i m a t e s ,  if t h e  m o n o p s o n y  
p r i c e  p a i d  t o  p r o c e s s o r s  for f r o z e n  s o c k e y e  w e r e  $ 1 . 5 0  p e r  pound, a 
m i d d l i n g  f i g u r e  f o r  the 1 9 9 1  B r i s t o l  B a y  seas o n ,  t h e  p r i c e  r e c e i v e d  
by  p r o c e s s o r s  f r o m  s a l e s  of f r o z e n  s o c k e y e  u n d e r  a c o m p e t i t i v e  
r e g i m e  w o u l d  b e  a t  least. S O . 15 p e r  p o u n d  h i g h e r  a n d  r e v e n u e  at l e a s t  
S 1 2 . 5  m i l l i o n  h i g h e r  th a n  u n d e r  m o n o p s o n y .

It  w o u l d  be i d e a l  if w e  c o u l d  be  m o r e  p r e c i s e  a b o u t  t h e s e  
e s t i m a t e s ,  b u t  t h e  .-information n e e d e d  to m a k e  s u c h  c a l c u l a t i o n s  is 
n o t  a v a i l a b l e .  W h a t  w e  c a n  s a y  is this. It a p p e a r s  t h a t  t h e  a m o u n t  
a t  s t a k e  is s i g n i f i c a n t ,  c o n s e r v a t i v e l y  o n  t h e  o r d e r  of $10 m i l l i o n  
to $20 m i l l i o n  p e r  y e a r  o r  more. T h i s  s e e m s  t o  us to  b e  a l a r g e  
e n o u g h  a m o u n t  to  j u s t i f y  f u r t h e r  i n q u i r y  into the q u e s t i o n  of 
c o m p e t i t i v e  b a l a n c e  in t h e  m a r k e t  for A l a s k a  s a l m o n .  In p a r t i c u l a r ,  
t o  a s s e r t ,  a s  o n e  A l a s k a  e c o n o m i s t  h a s  b e e n  q u o t e d  in t h e  p r e s s  as 
a s s e r t i n g ,  t h a t  e v e n  if t h e  J a p a n e s e  a r e  g u i l t y  of c o l l u s i o n  "it 
d o e s  n o t  m a t t e r  v e r y  m u c h , "  is, in o u r  o p i n i o n ,  t o  g o  t o o  far. T h e  
e s t i m a t e s  o f f e r e d  here, c r u d e  as t h e y  are, i n d i c a t e  t h a t  the 
e x i s t e n c e  o r  l a c k  of e x i s t e n c e  of J a p a n e s e  c o l l u s i o n  m a y  m a t t e r  a 
g r e a t  d e a l .

T h e  C o s t  T o  F i s h e r s  Of C o l l u s i o n  Bv P r o c e s s c r s

T h e  f o l l o w i n g  d i s c u s s i o n  h a s  b e e n  c o n d e n s e d  f r o m  a 
p r e v i o u s  p a p e r  a v a i l a b l e  u p o n  r e q u e s t . 53 U n d e r  t h e  a s s u m p t i o n  t h a t

51 T h e  e q u a t i o n  is C P / M P  = A* (1 + 1/E) w h e r e  C P / M P  is t h e  r a t i o  
of t h e  c o m p e t i t i v e  p r i c e  to the m o n o p s o n y  price, A is a p o s i t i v e  
f a c t o r  w h i c h  t e n d s  to i n f i n i t y  as E t e n d s  to zero, a n d  E is the 
p r i c e  e l a s t i c i t y  of the s u p p l y  cu r v e .

52 T h i s  is a p p r o x i m a t e l y  t h e  c a s e  in t h e  e x - v e s s e l  m a r k e t  w h e r e  
f i s h e r s  s e l l  to p r o c e s s o r s . H o w e v e r ,  it n e e d  not r e m a i n  t h e  c a s e  if 
a p p r o p r i a t e  p o l i c y  is d e v i s e d .

53 R e a u m e  D.M. « L e w  W. , " O n  T h e  F i n a n c i a l  R i s k  B o r n e  By 
B r i s t o l  B a y  F i s h e r s , "  S e p t e m b e r  1992



b a r g a i n i n g  p o w e r  is e q u a l l y  d i s t r i b u t e d  b e t w e e n  b u y e r s  and s e l l e r s  
' A s s u m p t i o n  1) , and the f u r t h e r  a s s u m p t i o n  t h a t  a i l  a g e n t s  n e g o t i a t e  
in l i g h t  of an u n b i a s e d  f o r e c a s t  of t h e  n u m b e r  of s a l m o n  to be
h a r v e s t e d  ( A s s u m p t i o n  2) , t h e  e x - v e s s e l  m a r k e t  c l e a r i n g  p r i c e  (price
to fisher) of B r i s t o l  3 a y  s o c k e y e  s a l m o n  w i l l  v a r y  i n v e r s e l y  w i t h  
the e x p e c t e d  h a r v e s t  level, if ail o t h e r  f a c t o r s  a r e  h e l d  c o n s tant.

T h i s  is a m i n i m a l  p r e d i c t i o n  of t h e  t h e o r y  of d o w n w a r d  
s l o p i n g  d e m a n d .  A l t h o u g h  a d d i t i o n a l  f a c t o r s  s u c h  as u n s o l d  s t o c k s  
of s a l m o n  f r o m  p r e v i o u s  h a r v e s t s ,  the " o l u m e  s u p p l i e d  fr o m  o t h e r  
s o u r c e s ,  a n d  f o r e i g n  e x c h a n g e  r a t e s  a l s o  p l a y  a r o l e  in d e t e r m i n i n g  
t h e  e x - v e s s e l  p r i c e  of B r i s t o l  Bay s o c k e y e ,  o n c e  t h e y  h a v e  b e e n  
a c c o u n t e d  for, t h e  g r a p h  o f  the p a r t i a l  r e l a t i o n s h i p  b e t w e e n  p r i c e  
a n d  e x p e c t e d  h a r v e s t  in t h e  B r i s t o l  B a y  e x - v e s s e l  m a r k e t  s h o u l d  be 
a d o w n w a r d  s l o p i n g  curve. E v i d e n c e  w h i c h  s h o w s  t h i s  r e l a t i o n s h i p  to 
be u p w a r d  s l o p i n g  c a s t s  d o u b t  on the v a l i d i t y  of e i t h e r  A s s u m p t i o n  
1 o r  A s s u m p t i o n  2.

T a b l e  -2 s h o w s  o u r  b a s i c  d a t a .  C o l u m n  o n e  and two
c o m p a r e  (a) the f o r e c a s t s  of t h e  a n n u a l  run of B r i s t o l  Eav s o c k e y e  
m a d e  by t h e  A l a s k a  D e p a r t m e n t  of F i s h  & G a m e  in t h e  s p r i n g  of ea c h  
y e a r ;  to (b) the a c t u a l  r u n  si t e  as e v e n t u a l l y  t a b u l a t e d .  T h e
a c t u a l  run s i t e  is it s e l f  a n  e s t i m a t e  m a d e  by a d d i n g  t h e  numbex of 
f i s h  c o m m e r c i a l l y  h a r v e s t e d  and r e p o r t e d  on A D F & G  " f i s h  t i c k e t s "  to 
an  e s t i m a t e  of t h e  n u m b e r  of fish e s c a p i n g  into s p a w n i n g  streams. 
T h e  p r i c e s  s h o w n  in t h e  t a b l e  a b o v e  a r e  w i t h i n - s e a s o n  p r i c e s  p a i d  to 
f i s h e r s  by a s m a l l  "cash buyer, O c e a n i c  S e a f o o d s . 19

TABLE - 2
R U N  SIZE, RUN F O R E CAST, & P R I C E S

B R I S T O L BAY S O C K E Y E S A L M O N

RUN, M I L L I O N S  O F F I S H P R I C E S , S PER LB.
A D F & G  F o r e c a s t A c t u a l O p e n M i d C l ose

1975 12.9 24 . 2 NA N A NA
1976 12. 0 11.5 NA N A NA
1977 3 . 4 9.7 N A N A NA
1973 11.5 19 . 9 N A N A NA
1979 22.7 39 . 9 NA N A NA
1980 54.5 62 .5 0.35 0 . 4 0 0.40
1981 26.7 34 .5 0.75 0 . 8 0 1. 00
1982 34. 6 22.2 0. 60 0. 60 0. 80
1983 27. 1 45.9 0.65 0 . 7 0 0.70
1984 3 1 . 1 41.1 0. 60 0 . 70 0.35
1935 34.7 36.9 0.85 0 . 8 0 1.15
1986 22.0 23 . 7 1.00 1.30 1.65
1987 16. 1 27 . 5 N A 1.35 1.35
1988 28 . 3 23 . 4 NA 1.75 2.25

29 T h e  t e n d e n c y  f o r  w i t h i n  s e a s o n  p r i c e s  to r i s e  is the rule, 
n o t  t h e  e x c e p t i o n .  P r i c e  d a t a  o b t a i n e d  d u r i n g  t h i s  i n v e s t i g a t i o n  
s h o w s  t h a t  t h e  s a m e  p a t t e r n  o b t a i n s  for t h e  l a r g e s t  p r o c e s s o r s  as 
w e l l .
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1 9 8 9  20.3 44.0 1. 2 5  1 . 0 5  1.Q5

D A T A  S O U R C E S :  R u n  s i z e  u forecast:: ADF&G, D i v i s i o n  o f  C o m m e r c i a l
F i s h e r i e s ,  s p e c i a l  t a b u l a t i o n .  Prices: O c e a n i c  S e a f o o d s  ( o b t a i n e d  by 
W e r n e r  L e w )

MOTE: T h e  d a t e s  a p p l i c a b l e  co p r i c e s  v a r y  s e a s o n  to s e a s o n  a. . a r e  
g i v e n  in A p p e n d i x  T a b l e  A I  of R e a u m e  & Lew, o p  cit.

In e i g h t  of t h e  ten y e a r s  1 9 8 0 - 1 9 3 9  for w h i c h  • ch_.n- 
s e a s o n  p r i c e  d a t a  w e r e  c o l l e c t e d ,  t h e  a c t u a l  r u n  c a m e  in • .-eater 
t h a n  t h e  A D F & G  f o r e c a s t .  In o n l y  t w o  of t h e s e  t e n  y e a r s  ('. 32 a n d  
1988) d i d  t h e  a c t u a l  r u n  c o m e  in l o w e r  t h a n  t h e  f o r e c a s t .  :f o v e r  
t h i s  p e r i o d  b o t h  f i s h e r s  a n d  fish b u y e r s  h a d  a c c e p t e d  t.-.a A D F & G  
f o r e c a s t  as u n b i a s e d ,  a n d  if f i s h e r s  a n d  f i s h  b u y e r s  w e r e  of e q u a l  
b a r g a i n i n g  s t r e n g t h ,  o n e  w o u l d  e x p e c t  a c e r t a i n  s y m m e t r y  in the 
r e l a t i o n s h i p  b e t w e e n  the b e h a v i o r  of p r i c e s  d u r i n g  t h e  season, on 
th e  o n e  h a n d ,  a n d  t h e  l e v e l  and d i r e c t i o n  of r u n  f o r e c a s t i n g  error, 
on  t h e  o t h e r .  In p a r t i c u l a r ,  o n e  w o u l d  e x p e c t  t h a t  in t h e  e i g h t  
y e a r s  w h e n  t h e  r u n  c a m e  in h i g h e r  t h a n  the f o r e c a s t  t h a t  p r i c e s  
w o u l d  f a l l  in r e s p o n s e  to the i n f o r m a t i o n  t h a t  an e x c e s s  s u p p l y  w a s  
d e v e l o p i n g  r e l a t i v e  to p r e - s e a s o n  e x p e c t a t i o n s .  T h e  o n l y  t i m e  t h i s  
o c c u r r e d  w a s  in 1989, the y e a r  of t h e  J u l y  p r i c e  c o l l a p s e  d i s c u s s e d  
ab o v e .  (''Why D i d  P r i c e s  F a l l  In J u l y  1989?") In t h e  r e m a i n i n g  s e v e n  
i n s t a n c e s  w h e r e i n  t h e  A D F & G  f o r e c a s t  s u b s e a u e n t l y  p r o v e d  to be too 
low, p r i c e s  s t e a d f a s t l y  r o s e  d u r i n g  t h e  s e a s o n  e v e n  t h o u g n  in f o u r  
of t h e s e  s e v e n  c a s e s  (1981, 1983, 1984, a n d  1987) t h e  a b s o l u t e  e r r o r  
of f o r e c a s t  e x c e e d e d  20 p e r c e n t .

C o m p a r i s o n  O f  T o k v o  W h o l e s a l e  and B r i s t o l  B a v  E x - v e s s e l  P r i c e s

O n e  m i g h t  a r g u e  t h a t  B r i s t o l  3 a y  s o c k e y e  p r i c e s  s i m p l y  
m i m i c  s e a s o n a l  t r e n d s  in J a p a n e s e  w h o l e s a l e  p r i c e s .  If so, the 
e x p l a n a t i o n  f o r  t h e  p e r s i s t e n t  w i t h i n  s e a s o n  i n c r e a s e s  in B r i s t o l  
Ba y  p r i c e s  w o u l d  be f o u n d  b y  e x a m i n i n g  t h e  d e t e r m i n a n t s  of J a p a n e s e  
w h o l e s a l e  p r i c e s .  J a p a n e s e  d a t a  are r e l e v a n t  b e c a u s e  t h e  7- p a n e s e  
w h o l e s a l e  m a r k e t  is t h e  p r i m a r y  m a r k e t  o n  w h i c h  B r i s t o l  B a y  f r o z e n  
a n d  f r e s h  s o c k e y e  s a l m o n  a r e  s o l d  o n c e  t h e y  l e a v e  B r i s t o l  Bay.

T a b l e  -3 s h o w s  t h e  b e h a v i o r  of T o k y o  w h o l e s a l e  s o c k e y e  
s a l m o n  p r i c e s  d u r i n g  t h e  c r i t i c a l  m o n t h s  of J u n e  a n d  J u l y .  P r e s e n t e d  
t h e r e  a r e  p r i c e s  s t a t e d  in y e n  p e r  k i l o g r a m .  T h e s e  a r e  t h e n  
c o n v e r t e d  t o  p r i c e s  s t a t e d  in d o l l a r s  p e r  p o u n d  u s i n g  t h e  m o n t h l y  
a v e r a g e  y e n / d o l l a r  e x c h a n g e  r a t e  and a v o l u m e  c o n v e r s i o n  f a c t o r  of 
2 . 2 0 4 6  p o u n d s  p e r  k i l o g r a m .

O v e r  t h e  s i x t e e n  y e a r  1975 t h r o u g h  1990 t i m e  period, t h e  
T o k y o  w h o l e s a l e  p r i c e  of f r o z e n  s o c k e y e  ( c o n v e r t e d  to U.S. d o l l a r s  
p a r  po u n d )  r o s e  s e v e n  t i m e s  b e t w e e n  J u n e  a n d  July, f e l l  e i g h t  t i m e s  
an d  r e m a i n e d  u n c h a n g e d  once. ( R e c a l l  t h a t  t h e  B r i s t o l  B a y  s o c k e y e  
run b e g i n s  in m i d  to l a t a  J u n e  a n d  is l a r g e l y  o v e r  b y  t h e  end of t h e  
t h i r d  w e e k  in J u l y . )  T h e  s a m p l e  m e a n  c h a n g e  in t h i s  p r i c e  f r o m  J u n e  
to J u l y  is - 5 0 . 0 9  p e r  p o u n d .  T h i s  c o n t r a s t s  s h a r p l y  w i t h  t h e  m e a n  
c h a n g e  in p r i c e  o f  + 5 0 . 3 2  p e r  p o u n d  b e t w e e n  t h e  o p e n i n g  a n d  c l o s i n g  
B r i s t o l  B a y  e x - v e s s e l  p r i c e s .
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TABLE -  3
WHOLESALE PR IC E  OF FROZEN SOCKEYE SALMON 

TOKYO, JAPAN

J U N E  * * * * * J U L Y  * * * * *

ver./ka x r a t e S/lb. v e n / k a x r a t e S/lb.

1975 1161 29 3 . 4 5 1.79 1164 2 9 6 . 3 3 1.73
1976 1293 2 9 9 . 1 9 1.96 1226 2 9 4 . 6 4 1.39
1977 1774 272 .34 2 .95 1320 264 .36 2 .25
1973 1683 213.93 3 . 53 1742 1 9 9 . 6 0 3 . 96
1979 1710 2 1 8 . 5 8 3 .55 1583 2 1 6 . 5 0 3 . 32
1980 1001 2 1 7 . 3 9 2 . 08 1160 2 2 1 . 0 8 2.33
1981 1455 2 2 4 . 1 1 2.94 1537 2 3 2 . 2 6 3 . 10
1982 1302 2 5 1 . 2 0 2.35 1453 25 5 . 0 3 2.58
1983 1149 24 0 . 0 3 2, 17 1151 2 4 0 . 5 2 2. 17
1984 1240 2 3 3 . 5 7 2.41 1414 2 4 3 . 0 7 2 . 54
1985 1883 2 4 8 . 3 4 3 .43 1496 2 4 1 . 1 4 2 .31
1986 1015 167.54 2 .75 1104 1 5 8 . 6 1 3 . 16
1987 1300 144.55 4 . 03 1193 1 5 C .29 3 . 60
1983 1470 127 . 4 7 5.23 1500 1 3 3 . 0 2 2 . 10
1989 1525 14 3 . 9 3 4 .30 113 0 1 4 0 . 4 2 3 .31
1990 1179 153 . 7 0 3 . 43 1166 14 9 . 0 4 3 . 55
19 9 1 930 13 9 . 7 5 3 . 02 336 13 7 . 3 3 2.75

N O TE: T o k y o  p r i c e s  ’-supp l i e d  by C l i n t o n  A t k i n s o n ,  S e a t t l e  
f i s h e r i e s  c o n s u l t a n t .  E x c h a n g e  r a t e s  f r o m  the F E D E R A L  R E S E R V E  
B U L L E T I N ,  (Board cf G o v e r n o r s ,  F e d e r a l  R e s e r v e  S y s t e m ) .

O n e  s h o u l d  n o t e  a l s o  ~ " T o k y o  p r i c e  f e l l  b e t w e e n  
J u n e  a n d  J u l y  in t h r e e  of the ei s w h e n  B r i s t o l  B a y  p r i c e s
p e r v e r s e l y  r o s e  d u r i n g  t h e  season. .. -srly, t h e  b e h a v i o r  of T o k y o  
w h o l e s a l e  p r i c e s  o v e r  t h e  c o u r s e  of t h e  B r i s t o l  B a y  s a l m o n  run 
s u g g e s t s  t h a t  t h e  p r o n o u n c e d  t e n d e n c y  for B r i s t o l  3 a y  e x - v e s s e l  
p r i c e s  to r i s e  o v e r  t h e  s a m e  p e r i o d  c a n n o t  be e x p l a i n e d  by s i m p l e  
r e f e r e n c e  to the T o k y o  m a r ket.

T w o  p o s s i b l e  e x p l a n a t i o n s  for t h e  " p e r v e r s e "  b e h a v i o r  
of B r i s t o l  B a y  e x - v e s s e l  p r i c e s  c o m e  to mind. T h e  f i r s t  is t h a t  
the A D F & G  f o r e c a s t  of r u n  s i z e  is k n o w n  to  be n e g a t i v e l y  b i a s e d  
and, t h e r e f o r e ,  is not t h e  f o r e c a s t  a c t u a l l y  u s e d  in s e t t i n g  p r e­
s e a s o n  p r i c e s .  In th i s  c a s e  the p e r v e r s e  r e s u l t s  m i g h t  e i t h e r  
d i s a p p e a r  o r  lo s e  s i g n i f i c a n c e  if e x a m i n e d  in l i g h t  of t h e  
( u n r e p o r t e d )  a c t u a l  f o r e c a s t s  of r u n  size. T h i s  p o s s i b i l i t y  h a s  
b e e n  e x a m i n e d .  R e p l a c e m e n t  of t h e  b i a s e d  A D F & G  f o r e c a s t  by an 
u n b i a s e d  f o r e c a s t  d o e s  not c h a n g e  t h e  r e s u l t s .

T h e  s e c o n d  e x p l a n a t i o n  is t h a t  b a r g a i n i n g  p o w e r  is n o t  
e q u a l l y  d i s t r i b u t e d  b e t w e e n  f i s h e r s  a n d  f i s h  b u y ers, so t h a t  o n e  
s h o u l d  n o t  n e c e s s a r i l y  e x p e c t  to s e e  p r i c e s  a n d  q u a n t i t i e s  b e h a v e  
in a c o m p e t i t i v e  m a n n e r .  If this is true, then o n e  c a n  
t e n t a t i v e l y  c o n c l u d e  t h a t  B r i s t o l  Bay f i s h e r s  i n s u r e  p r o c e s s o r s  
a g a i n s t  u n e x p e c t e d l y  l a r g e  runs b e c a u s e  t h e y  la c k  t h e  b a r g a i n i n g
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p o w e r  co a c h i e v e  a m o r e  f a v o r a b l e  (to them) r e s u l t .  It is chis 
e x p l a n a t i o n  w n i c h  a p p e a r s  to be the m o r e  p l a u s i b l e .

An  E s t i m a t e

L a r g e  q u a n t i t i e s  of s o c k e y e  s a l m o n  a r e  s o l d  by * ushers 
e a r l y  in t h e  B r i s t o l  3ay run b e f o r e  t h e  f u l l  s i z e  of the un is 
k n o w n  w i t h  a n y  d e a r e e  of c e r t a i n t y .  F o r  e x a m p l e ,  t h e  1989 o c k e v e  
h a r v e s t  is n e w  e s t i m a t e d  o f f i c i a l l y  t o  h a v e  w e i g h e d  1 4 0.5 i l l i o n  
p o u n d s .  E s c a p e m e n t  t a l l i e s  p u b l i s h e d  by t h e  A l a s k a  D e p a r t - e n t  of 
F i s h  & G a m e  s h o w  t h a t  the 1989 r u n  b e g a n  J u n e  21 a n d  b-- J u l y  l 
a p p r o x i m a t e l y  25 p e r c e n t  of t h e  e s c a p e m e n t  h a d  o c c u r r e d . 30 T h i s  is 
t y p i c a l  t i m i n g .  If i n i t i a l  p r i c e s  a r e  s e t  o n  t h e  b a s i s  : f a p r e ­
s e a s o n  f o r e c a s t  of the si z e  of the run, h o w  m a n y  d o l l a r s  are at r i s k  
if t h e  p r e - s e a s o n  f o r e c a s t  is in e r r o r  ? A l t h o u g h  a v a i l a b l e  d a t a  do  
n o t  a l l o w  o n e  to be pre c i s e ,  a r o u g h  e s t i m a t e  c a n  be  made.

A l o o k  b a c k  at T a b l e  -2, a b o v e ,  s h o w s  t h a t  s e a s o n  c l o s i n g  
p r i c e s  p a i d  to f i s h e r s  a v e r a g e d  3 1 . 1 2  p e r  p o u n d  o v e r  t h e  1930 - 1989 
p e r i o d ,  w h i l e  s e a s o n  o p e  ling p r i c e s  a v e r a g e d  $ 0 . 7 6  p e r  p o u n d  a n d  
m i d - s e a s o n  (July 2) p r i c e s  a v e r a g e d  3 0 . 9 5  p e r  p o u n d .  T h e r e f o r e ,  a 
p r i c e  i n c r e a s e  of 2 0 c e n t s  p e r  p o u n d  c a n  r e a s o n a b l y  s a i d  to b e  
" t y p i c a l "  b e t w e e n  t h e  s e a s o n ' s  o p e n i n g  d a t e  a n a  t h e  p o i n t  in t i m e  
w h e n  (roughly) 25 p e r c e n t  of the e s c a p e m e n t  h a s  o c c u r r e d .  A s s u m i n g  
t h a t  t h e  g r a p h  of p r i c e  a g a i n s t  t i m e  is l i n e a r  b e t w e e n  t h e  d a t e  of 
o p e n i n g  a n d  J u l y  l*,_' t h e n  on a v e r a g e  t h e  1980 - 1989 p r i c e  pa i d  f o r  
t h e  f i r s t  25 p e r c e n t  of the h a r v e s t  w a s  10 c e n t s  p e r  p o u n d  b e l o w  
t h a t  of t h e  m i d - s e a s o n  price.

T h e  a v e r a g e  B r i s t o l  3av s o c k e y e  c a t c h  fob t h e  1980 - 1989 
p e r i o d  w a s  a p p r o x i m a t e l y  115 m i l l i o n  p o u n d s ,  a c c o r d i n g  to t h e  A l a s k a  
D e p a r t m e n t  of F i s h  & Game. If 25 p e r c e n t  of t h i s  a v e r a g e  w a s  p r i c e d  
10 c e n t s  p e r  p o u n d  l o w e r  tn a n  t h e  m i d - s e a s o n  a v e r a g e  price, t h e n  
f i s h e r s  w e r e  p a i d  an a v e r a g e  of 2 . 3 7 5  m i l l i o n  d o l l a r s  less t h a n  t h e y  
w o u l d  h a v e  b e e n  p a i d  f o r  the f i r s t  25 p e r c e n t  of t h e  h a r v e s t  h a d  
m i d - s e a s o n  p r i c e s  p r e v a i l e d .

C l e a r l y ,  t h e r e  a r e  s i a n i . i c a n t  d o l l a r s  a t  s t a k e  here. 
S u r e l y ,  if fi s h  b u y e r s  h a d  it w i t h i n  t h e i r  p o w e r  t h e y  w o u l d  s e e k  to 
i n s u r e  t h e m s e l v e s  a g a i n s t  the r i s k  of a f o r e c a s t  e r r o r  t h a t  r e s u l t e d  
in t h e i r  p a y i n g  t o o  h i g h  a p r i c e  f o r  e a r l y  s e a s o n  s o c k e y e .  In 
p a r t i c u l a r ,  t h e y  m i g h t  s e e k  to d e p r e s s  the i n i t i a l  p r i c e  p a i d  to 
f i s h e r s  b e l o w  t h a t  w h i c h  w a s  c o n s i s t e n t  w i t h  a b e s t  u n b i a s e d  
f o r e c a s t ,  so t h a t  t h e  p r o b a b i l i t y  of t h e i r  p a y i n g  t o o  m u c h  w a s  a t  a n  
a c c e p t a b l y  low level.

P o s t - S e a s o n  B o n u s e s

C o n t r a c t u a l  a r r a n g e m e n t s  b e g a n  t o  e v o l v e  in t h e  m i d - 1 9 8 0 s  
w h i c h  o s t e n s i b l y  h a v e  r e l i e v e d  f i s h e r s  of  a p o r t i o n  of t h e  b u r d e n  of 
i n s u r i n g  b u y e r s  a g a i n s t  the r i s k  of a b a d  f o r e c a s t  o f  r u n  size. In

30 A t  t h e  t i m e  t h i s  w a s  w r i t t e n  t h e  m o s t  r e c e n t  d a t a  p u b l i s h e d  
w e r e  for 1989.
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r e s p o n s e  to t h e  l a t e  1370s e n t r y  of J a p a n e s e  b u y  e r r  < r ■. ,3av
a n d  t h e  s u b s e q u e n t  c o m p e t i t i o n  for fish, s o m e  of t h e  i n c u m b e n t  
p r o c e s s o r s  b e g a n  to p a y  a p o s t - s e a s o n  " b o n u s "  to  t h e  f i s h e r s  from 
w h o m  t h e y  p u r c h a s e  t h e i r  catch, w i t h  t h e  s i t e  o f  the b onus 
d e t e r m i n e d  a t  l e a s t  in p a r t  by t h e  a c t u a l  p r i c e  r e c e i v e d  by the 
b u y e r  f o r  t h e  f i s h  in w h o l e s a l e  m a r k e t s .  By 19 9 0  t h e  e i g h t  l a r g e s t  
b u y e r s  a l l  p a i d  b o n u s e s ,  a c c o r d i n g  to t h e  A l a s k a  D e p a r t m e n t  of Fish 
St Game, C o m m e r c i a l  F i s h e r i e s  E n t r y  C o m m i s s i o n . 31

T h e  b o n u s  is in a d d i t i o n  to t h e  p r i c e  p a i d  t o  t h e  f i s h e r s  
d u r i n g  t h e  s e a s o n .  3 u v e r s  who pay t h e s e  b o n u s e s ,  a n d  t h e  f i s h e r s  
f r o m  w h o m  t h e y  buy, a g r e e  to a two p a r t  p a y m e n t  s c h e d u l e  in w h i c h  
t h e  i m m e d i a t e  ( w i t h i n  season) p a y m e n t  is e x p e c t e d  b y  b o t h  p a r t i e s  to 
be low e n o u g h  to i n s u r e  t h e  b u y e r  a g a i n s t  t h e  r i s k  o f  p a y i n g  too 
h i g h  a p r i c e  d u r i n g  t h e  season. A l t h o u g h - s u c h  a g r e e m e n t s  m a y  have 
b e e n  r e a c h e d  f r o m  t i m e  to ti m e  for a n u m b e r  of  y e a r s ,  t h e y  d i d  not 
b e g i n  to b e c o m e  w i d e s p r e a d  u n t i l  1937.

F i s h e r s  a g r e e  to d e f e r r e d  p a y m e n t  in r e t u r n  for 
a s s u r a n c e s  t h a t  t h e y  w i l l  h a v e  a b u y e r  n e a r  a t  h a n d  w h o  w i l l  u n l o a d  
t h e i r  c a t c h  in a t i m e l y  m a n ner. P r o m p t  s a l e  a n d  o f f l o a d i n g  of 
c a t c h e s  e n a b l e s  f i s h e r s  to i n c r e a s e  t h e i r  t i m e  on  t h e  g r o u n d s  d u r i n g  
t h e  h e c t i c  B r i s t o l  B a y  s e a s o n  a n d  t h e r e b y  e n a b l e s  t h e m  to i n c r e a s e  
t h e i r  o v e r a l l  h a r v e s t .  S o m e  f i s h e r s  a l s o  b e l i e v e  t h a t  the d e f e r r e d  
p a y m e n t  s y s t e m  m e a n s  h i g h e r  p r i c e s  for t h e m  b e c a u s e  t h e y  v i e w  the 
b o n u s e s  as a n e t  i n c r e a s e  in the p r i c e  t h e y  r e c e i v e .  E v i d e n c e  
e x a m i n e d  in R e a u m e  & L e w  (op cit) s u g g e s t s  t h a t  t h i s  v i e w  m a y  n o t  be 
c o r r e c t .  T h e  b o n u s e s  may, in fact, be  o f f s e t  b y  l o w e r  w i t h i n  s e a s o n  
p r i c e s  t h a n  w o u l d  h a v e  b e e n  p a i d  in t h e i r  a b s e n c e .

A s  far as w e  h a v e  b e e n  a b l e  to d e t e r m i n e ,  n o  i n d e p e n d e n t  
a u d i t i n g  h a s  e v e r  b e e n  c o n d u c t e d  of t h e  p r o c e s s  b y  w h i c h  b u y e r s  
d e t e r m i n e  p o s t - s e a s o n  b o n u s e s .  In o r d e r  to f i n d  o u t  w h e t h e r  or net 
t h e  p o s t - s e a s o n  b o n u s e s  c o m p e n s a t e  for p e r s i s t e n t l y  low s e a s o n -  
o p e n i n g  p r i c e s ,  o n e  w o u l d  n e e d  d a t a  for i n d i v i d u a l  f i s h e r s  t h a t  
r e v e a l e d  t h e  s i z e  of  t h e i r  catch, t h e  p r i c e  p a i d  t o  t h e m  d u r i n g  the 
s e a s o n ,  t h e  s i z e  o f  t h e  p o s t - s e a s o n  bonus, a n d  f i n a l l y  t h e  d a t e  on 
w h i c h  t h e  b o n u s  w a s  p a i d  (for p u r p o s e s  of  c a l c u l a t i n g  i n t e r e s t  on 
t h e  d e l a y e d  p a y m e n t )  . T o  o u r  k n o w l e d g e  s u c h  d e t a i l e d  d a t a  a r e  to be 
f o u n d  o n l y  in t h e  p r i v a t e  f i les of t h e  f i s h  b u y e r s  t h e m s e l v e s .  A 
t h o r o u g h  r e v i e w  of t h i s  i n f o r m a t i o n  w a s  n o t  w i t h i n  t h e  s c o p e  of t h i s  
i n v e s t i g a t i o n .

C O N C L U S I O N

B r i s t o l  B a y  f i s h e r s  h a v e  n e v e r  h a d  a s i g n i f i c a n t  a m o u n t  
of b a r g a i n i n g  p o w e r  in r e l a t i o n  to t h e i r  c u s t o m e r s .  In t h e  past, 
t h e  B r i s t o l  B a y  p r o c e s s o r s  h a v e  e n j o y e d  a s i g n i f i c a n t  a m o u n t  of

31 T h e  v e r y  e x i s t e n c e  of s u c h  b o n u s e s  is p r i m a  f a c i e  e v i d e n c e  
t h a t  a t  l e a s t  s o m e  b u y e r s  in B r i s t o l  B a y  s e e k  t o  a n d  a r e  a b l e  to 
a v o i d  p a y i n g  m o r e  to f i s h e r s  t h a n  u l t i m a t e l y  is j u s t i f i e d  by the 
p r i c e  t h e y  t h e m s e l v e s  r e c e i v e ,  a n d  ipso facto, t h a t  t h e  r i s k  is 
q u a n t i t a t i v e l y  i m p o r t a n t .



p o w e r ,  b u t  t h e r e  h a s  b e e n  a m a ] o r  s h i f t  in r e c e n t  y e a r s  b e t w e e n  t h e  
p r o c e s s o r s  a n d  J a p a n e s e  buyers. 3 e f o r e  198S, t h e  p r o c e s s o r s  w e r e  
a b l e  to w i e l d  m a r k e t  p o w e r  a g a i n s t  J a p a n e s e  b u y e r s  in s o m e  r e s p e c t s ,  
b u t  t h a t  s i t u a t i o n  h a s  b e e n  v i r t u a l l y  r e v e r s e d .  T h e  J a p a n e s e  b u y e r s  
n o w  a p p e a r  to s i m p l y  o f f e r  p r i c e s  to B r i s t o l  1 a y  p r o c e s s o r s  o n  a 
" t a k e  it o r  l e a v e  it" basis, w i t h  no eal o p p o r t u n i t y  f o r  
n e g o t i a t i o n .  T h e  p r o c e s s o r s  n o w  a p p e a r  to b e  in t h e  p o s i t i o n  of 
" p r i c e  t a k e r s "  w h e H  d e a l i n g  w i t h  t h e i r  J a p a n e s e  b u y e r s ,  a n d  w h i l e  
t h e y  s t i l l  h a v e  t h e  u p p e r  h a n d  in t h e i r  d e a l i n g s  w i t h  t h e  f i s h e r s ,  
t h e r e  h a s  b e e n  v e r y  l i t t l e  s u r p l u s  to e x t r a c t  f r o m  t h e m  in t h e  l i s t  
t w o  y e a r s .  T h e  r e s u l t  m a y  be t h a t  p r o f i t s  f r o m  t h e  s a l e  of B r i s t o l  
B a y  s a i m o n  p r i m a r i l y  w i n d  up in J a p a n .

T h e  r i s k  of loss w h e n  m a r k e t s  a r e  d own, as t h e y  w e r e  in 
1991, is b o r n e  by  p a r t i e s  on  t h i s  c o n t i n e n t .  T h e  1 9 9 1  l o s s e s  w o u l d  
h a v e  p r o b a b l y  b e e n  e n t i r e l y  b o r n e  by t h e  f i s h e r s  
i n t e r v e n t i o n  o f  t h e  G o v e r n o r  a n d  his staff.

b u t  for t h e

S u p p l y  a n d  d e m a n d  t h e o r i s t s  h a v e  p r o p o s e d  s o m e  s o l u t i o n s  
to t h e  p r o b l e m ,  s u c h  as the d e v e l o p m e n t  of n e w  s a l m o n  p r o d u c t s  w h i c h  
w o u l d  be s o l d  in m a r k e t s  o t h e r  t h a n  J a p a n .  S u c h  s o l u t i o n s  w o u l d  
t h e o r e t i c a l l y  r e d u c e  t h e  m o n o p s o n i s t i c  p o w e r  t h a t  a p p e a r s  to be 
c u r r e n t l y  e x e r c i s e d  by J a p a n e s e  t r a d i n g  c o m p a n i e s ,  a n d  b e n e f i t  t h e  
A l a s k a n  a n d  U.S. e c o n o m i e s .  3 u t  it is u n l i k e l y  t h a t  n e w  m a r k e t s  
a l o n e  c a n  r e l i a b l y  _ or q u i c k l y  p r o d u c e  e q u i l i b r i u m  in  b a r g a i n i n g  
p o w e r  b e t w e e n  t h e  .- J a p a n e s e  b u y e r s  of  B r i s t o l  B a y  s a l m o n  a n d  t h e  
p r o c e s s o r s  a n d  f i s h e r s ,  w h o s e  i n c o m e  is v i t a l  t o  t h e  e c o n o m i c  w e l l  
b e i n g  of t h e  A l a s k a n  c o m m u n i t i e s  i n v o l v e d .

A s  l o n g  as J a p a n  is a m a j o r  m a r k e t  f o r  B r i s t o l  B a y  
s a l m o n ,  A l a s k a n s  s h o u l d  e x p e c t  t h e  J a p a n e s e  t r a d i n g  c o m p a n i e s  to 
c o n t i n u e  d o i n g  b u s i n e s s  as d e s c r i b e d  in t h i s  r e p o r t .  T h e s e  
p r a c t i c e s  a r e  n o t  g e n e r a l l y  s u b j e c t  to a n t i t r u s t  e n f o r c e m e n t  in 
J a p a n ,  a n d  m o s t  of t h e i r  a c t i v i t i e s  are, f o r  a n u m b e r  of r e a s o n s ,  
b e y o n d  t h e  r e a c h  o f  A l a s k a n  a n t i t r u s t  e n f o r c e r s .  A l a s k a n  p o l i c y  
m a k e r s  s h o u l d  c o n s i d e r  h o w  s t a t u t e s  a n d  r e g u l a t i o n s  a f f e c t  t h e  
r e l a t i v e  b a r g a i n i n g  s t r e n g t h s  of t h e  p a r t i e s  i n v o l v e d  in B r i s t o l  
Bay. T h e  t i m e  m a y  h a v e  c o m e  to c o n s i d e r  a n  a n t i t r u s t  e x e m p t i o n  f o r  
U.S. b a s e d  i n t e r e s t s  w h e n  t h e y  d e a l  w i t h  J a p a n e s e  b u y e r s .  S t e p s  
c o u l d  b e  t a k e n  to a l l o w  f i s h e r s  a n d  U.S. b a s e d  p r o c e s s o r s  to  
c o l l e c t i v e l y  b a r g a i n  for s a l e s  of s e a f o o d  p r o d u c t s  w h e n  d e a l i n g  w i t h  
f o r e i g n  b u y e r s ,  w h i c h  m i g h t  r e s t o r e  s o m e  of t h e  b a r g a i n i n g  p o w e r  
lost t o  J a p a n e s e  b u y e r s  in r e c e n t  y e a r s .  W i t h o u t  a l e v e l  p l a y i n g  
field, a d i s p r o p o r t i o n a t e  a m o u n t  of t h e  v a l u e  o f  A l a s k a n  s a l m o n  w i l l  
p r o b a b l y  c o n t i n u e  f l o w i n g  o u t  of t h e  s t a t e  a n d  t h e  c o u n t r y ,  w h e r e  it 
c a n  p r o v i d e  n o  b e n e f i t  to t h e  o w n e r s  of t h e  r e s o u r c e .

F o r  o b v i o u s  r e a s o n s ,  s u c h  s t e p s  m u s t  b e  t a k e n  c a u t i o u s l y .  
T h e  S h e r m a n  A n t i t r u s t  A c t  has, for o v e r  100 y e a r s ,  e f f e c t i v e l y  
p r o t e c t e d  the f r e e  m a r k e t s  of t h i s  c o u n t r y .  As  a r e s u l t ,  w e  e n j o y  
p r a c t i c a l l y  t h e  b e s t  s t a n d a r c  of l i v i n g  in t h e  w o r l d ,  b e c a u s e  s m a l l  
b u s i n e s s  a r e  a l l o w e d  to f l o u r i s h ,  a n d  t h e  e f f i c i e n c i e s  o f  p r o d u c t i o n  
a r e  p a s s e d  a l o n g  as s a v i n g s  to c o n s u m e r s .  C o n s u m e r  g o o d s  c o s t  f a r  
le s s  in t h i s  c o u n t r y  t h a n  in J a p a n ,  w h e r e  t h e r e  is l i t t l e  or no 
a n t i t r u s t  e n f o r c e m e n t  or c o n s u m e r  p r o t e c t i o n ,  a n d  w h e r e  g o v e r n m e n t a l
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p o l i c y  is d e s i g n e d  to p r o m o t e  the e c o n o m i c  i n t e r e s t s  of t h e  large 
c o m p a n i e s  a t  t h e  e x p e n s e  of s m a l l  c o m p a n i e s  a n d  i n d i v i d u a l s .

T w o  w r o n g s  do n o t  m a k e  a right, a n d  the a n s w e r  to J a p a n ' s  
lack of a n t i t r u s t  e n f o r c e m e n t  is not t h e  a b a n d o n m e n t  o r  d i l u t i o n  of 
a n t i t r u s t  e n f o r c e m e n t  at home. A n t i t r u s t  laws p r o t e c t  f r e e  ma r k e t s ,  
a n d  do so e f f e c t i v e l y  in this co u n t r y .  B u t  w h e r e  A l a s k a n s  se l l  
r e s o u r c e s  i n t o  m a r k e t s  t h a t  d o  not h a v e  the s a m e  p r o t e c t i o n ,  we 
s t a n d  to l o s e  t h e  v a l u e  of the r e s o u r c e  if w e  d o  n o t  a c t  a c c o r d i n g  
to e c o n o m i c  r e a l i t y .  T h e  i d eal s o l u t i o n  w o u l d  be for t h e  J a p a n e s e  
g o v e r n m e n t  t o  e n f o r c e  a n t i t r u s t  laws w i t h  all t h e  v i g o r  of A m e r i c a n  
e n f o r c e r s .  B u t  t h a t  is b e y o n d  o u r  c o n t r o l ,  and we  c a n n o t  
r e a l i s t i c a l l y  e x p e c t  t h e m  to do  so in t h e  n e a r  future. P o l i c y  
m a k e r s  may, t h e r e f o r e ,  w i s h  to c o n s i d e r  w h e t h e r  t h e  t i m e  has c o m e  to 
a d o p t  a l i m i t e d  a n t i t r u s t  e x e m p t i o n  for t h o s e  w h o  se l l  A l a s k a n  
r e s o u r c e s  to f o r e i g n  m a r k e t s  w h i c h  a r e  n o t  a c t i v e l y  p r o t e c t e d  by the 
e q u i v a l e n t  of o u r  a n t i t r u s t  laws.

J F / b e v
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