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DCED com m ents on SB 3

D C ED  suppo rts  passage o f SB  3 ; "An Act re la ting  to an  an ti- t ru s t exem ption fo r 
p e rson s engaged in the fish ing industry ."
C u rren t ly . A la ska  fishe rm en  and p rocesso rs canno t d iscuss price issues w ithou t 
v io la ting  an ti- t ru s t law s. This p roposed leg is la tion  w ou ld  he lp  b ring  stab ility  to 
the A la sk a  fish ing  in du s try  and the com m unities dependent on  th is re sou rce  by 
a llow ing  fishe rm en  and p rocesso rs to negotiate long -te rm  price agreem ents.
Three yea rs  ago fo rm e r G overnor H icke l assigned DCED  to head a Sa lm on  
S tra tegy T a sk  Force to investigate the cause o f sa lm on  p rice dec lines. It w as 
dete rm ined  th a t increased w orld  p roduction  o f sa lm on  had  caused prices to 
decrease in  recen t years . Specifica lly , A la ska  sa lm on  has lo s t m a rk e t sh a re  to 
inc reased  fa rm ed sa lm on  p roduction  which is ab le  to de liver to the m arketp lace 
a  p rod u c t th a t o ffe rs consisten t supp ly , q ua lity  and price . A  stra tegy to he lp  
recove r m a rk e t sh a re  was developed which in c luded : expanded m arketing  
e ffo rts , im proved  consistency o f qua lity , reduced costs o f p roduction  and 
inc reased  p roduct op tions to con sum ers . W h ile  a ll these issues can not be 
add ressed  in a sing le piece o f leg is la tion , SB  3  is an  im po rtan t firs t step th a t 
o ffe rs d ie  hope o f stab le  p ricing and  supp ly  n ecessa ry  fo r food m anu fac tu re rs  to 
com m it to new p rodu c t developm ent.
As p a rt o f  its e ffo rts  to develop a p rice recovery s tra tegy fo r sa lm on . DCED  
conducted  a com parison  study o f A la sk a  and  C anad ian  sa lm on  prices. It w as 
lea rn ed  th a t a  s im ila r a n ti-t ru s t exem ption ex ists in C anada where long -te rm  
price con trac ts have helped keep C anad ian  p in k  sa lm on  p rices 113%  h igher and 
sockeve p rices 6 0%  h igher than  ex-vesse l p rices paid in A laska .
W hile  a fede ra l a n ti- t ru s t exem ption m ay be n ecessa ry  to fu lly  remove liab ility , 
th is is an  im po rtan t firs t step in a d irection  th a t w ill he lp  the^Alaska sa lm on  
in d u s try  to recover lo s t m arke t sh a re .
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B r i s t o l  3ay S a l m o n  I n v e s t i g a t i o n

T h i s  m e m o r a n d u m  c o n t a i n s  t h e  re p o r t  of o u r  i n v e s t i g a t i o n  
into the B r i s t o l  Bay s c c k e v e  s a l m o n  industry. O u r  i n v e s t i g a t i o n  
c e n t e r e d  c n  t h e  p r o c e s s o r s  in B r i s t o l  Bay, but in the c o u r s e  of 
g a t h e r i n g  m a t e r i a l  from and a bout them, we a l s o  o b t a i n e d  s o m e  
i n f o r m a t i o n  on  the b u s i n e s s  p r a c t i c e s  of the b u y e r s  of B r i s t o l  Bay 
s a l m o n ,  w h o  import, m o s t  of the p r o c e s s e d  fish in t o  its p r i m a r y
m a r k e t s  in J a p a n .

T h e  r e a d e r  s n o u l d  be a w a r e  t h a t  m o s t  of the c o n c l u s i o n s
we d r a w  a b o u t  t h e  J a p a n e s e  buyers is in the n a t u r e  of i n f o r m e d
c o n j e c t u r e ,  b a s e d  cn a v a i l a b l e  i n f o r m a t i o n .  We w e r e  not a b l e  to 
c o n d u c t  an i n - d e p t h  r e v i e w  of d i r e c t  e v i d e n c e  of the b u s i n e s s
p r a c t i c e s  of t h e  importers, such as t h e i r  b u s i n e s s  r e cords. Th i s  
r e p o r t  s h o u l d  be re a d  w i t h  that u n d e r s t a n d i n g .  W e  m a k e  no c l a i m  to 
h a v i n g  c o n c l u s i v e  e v i d e n c e  of p r i c e  fixing, o r  o t h e r  i l l e g a l  
c o n d u c t ,  b u t  w e  d o  b e l i e v e  that the r e p o r t  shows h o w  v a r i o u s  p a r t i e s  
ha d  t h e  means, o p p o r t u n i t y ,  and m o t i v e  to r e d u c e  B r i s t o l  3 a v  s a l m o n  
p r i c e s  in r e c e n t  years.

A n t i t r u s t  i n v e s t i g a t o r  Sue W i n t o n  and I c o m p i l e d  m o s t  of 
th e  i n f o r m a t i o n  c o n t a i n e d  herein. U n i v e r s i t y  of A l a s k a  S o u t h e a s t  
e c o n o m i s t  D a v i d  R e a u m e  p r o v i d e d  e c o n o m i c  a n a l y s i s  and v a l u a b l e  
a s s i s t a n c e  in d r a f t i n g .

I N T R O D U C T I O N

T h i s  i n v e s t i g a t i o n  b e g a n  in e arly 1991 in r e s p o n s e  to 
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  for B r i s t o l  Bay s o c k e y e  
s a l m o n  w e r e  b r o u g h t  a b o u t  by c o l l u s i o n .  We s u b p o e n a e d  d o c u m e n t s  
fr o m  p r o c e s s o r s ;  r e v i e w e d  p u b l i c  r e c o r d s ,  press r e p o r t s  and p r e v i o u s
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s t u d i e s ;  a n d  t o o k  d o z e n s  of s t a t e m e n t s ,  b o t h  s w o r n  and u n s w o r n . 1 A 
r e d u c t i o n  in f u n d i n g  for a n t i t r u s t  e n f o r c e m e n t  in 1992 f o r c e d  the 
c u r t a i l m e n t  of the i n v e s t i g a t i o n .  T h e  i n t e n t  of t h i s  r e p o r t  is to 
p a s s  a l o n g  t h e  i n f o r m a t i o n  ve c c t a m e d ,  w i t h  o u r  i n t e r p r e t a t i o n , for 
t h e  c o n s i d e r a t i o n  of t h o s e  vnc m a k e  p o l i c y  a f f e c t i n g  the 3 r i s t o l  B a y  
f i s h e r y .

W e  l i m i t e d  cur i n v e s t i g a t i o n  to the 3 r i s t o l  3av f i s h e r y  
f o r  s e v e r a l  r e a s o n s :  the m a j o r  f i r m s  i n v o l v e d  in _ ta o t h e r
s i g n i f i c a n t  A l a s k a n  c o m m e r c i a l  f i s h e r i e s  d o  b u s i n 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  to e x a m i n e  t h e i r  b u s i n e s s  p r a c t i c e s ;  the f i s h e r y  
is s m a l l  e n o u g h  th a t  a r e v i e w  of the n e c e s s a r y  b u s i n e s s  r e c o r d s  w a s  
w i t h i n  o u r  a b i l i t y  to manage; and t h e  f i s h e r y  had x p e r i e n c e a  
d r a m a t i c  s w i n g s  in e x - v e s s e i  p r i c e s  in j u s t  a few y e a r r  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  to e x p l o r e  the r e a s o n s  why.

3 e f c r e  g e t t i n g  into the b o d y  of t h e  r e p ort, a b r i e f  
s u m m a r y  of t h e  p r i m a r y  legal p r i n c i p l e s  i n v o l v e d  is in order.

A n t i t r u s t  L a w

T h e s e  are the federal a n d  s t a t e  laws t h a t  p r o t e c t  t r a d e  
a n d  c o m m e r c e  f r o m  u n l a w f u l  restr 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  a n d  m o n o p o l i z a t i o n , two a c t i v i t i e s  p r o h i b i t e d  b y  a n t i t r u s t  
laws. T h e  b a s i c  p r i n c i p l e s  of a n t i t r u s t  law a r e  f o u n d  in the 
S h e r m a n  A n t i t r u s t  .Act of 1390, w h i c h  h a s  b e e n  c a l l e d  the M a g n a  
C h a r t s  of f r e e  trace.

M o n o p o l y

A  m o n o p o l y  is u s u a l l y  f o u n d  to e x i s t  w h e n  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  the p o wer to i n c r e a s e  p r i c e s  o r  e x c l u d e  
c o m p e t i t i o n  in a s p e c i f i c  market. W h i l e  it t r a d i t i o n a l l y  is n o t  
f o u n d  to e x i s t  u n l e s s  a s i n g l e  firm p o s s e s s e s  the power, s o m e  c o u r t s  
h a v e  f o u n d  t h a t  two or m o r e  firms c a n  j o i n t l y  m o n o p o l i z e  a li n e  of 
c o m m e r c e  a n d  e x e r c i s e  s h a r e d  m o n o p o l y  po w e r .  To  v i o l a t e  t h e  law, a 
m o n o p o l i s t  m u s t  u s u a l l y  be s h own to h a v e  d e l i b e r a t e l y  a c q u i r e d  t h e  
p ower. N o  s e t  m a r k e t  s h a r e  has b e e n  e s t a b l i s h e d ,  a l t h o u g n  m o n o p o l y  
p o w e r  is u s u a l l y  p r e s u m e d  to e x i s t  w h e n  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%, a n d  u s u a l l y  p r e s u m e d  n o t  t o  e x i s t  w h e n  m a r k e t  s h a r e  
d r o p s  b e l o 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  all r e l e v a n t  e v i d e n c e  
w h e n  d e c i d i n g  w h e t h e r  m o n o p o l y  p o w e r  e x i s t s  in a g i v e n  i n s t a n c e ,  a n d  
a r e  n o t  b o u n d  by m a r k e t  s hare c a l c u l a t i o n s .  A m o n o p o l i s t  c a n  
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  is a b o v e  t h e  p r i c e  c h a t  w o u l d  p r e v a i l  
if t h e  m a r k e t  w e r e  c o m p e t i t i v e .

C l i a o c c l v

D o c u m e n t s  we o b t a i n e d  u n d e r  s u b p o e n a  a r e  s u b j e c t  to 
A S  4 5 . 3 0 . 5 9 2 ,  w h i c h  p r o v i d e s  c e r t a i n  p r o t e c t i o n  for 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 ,  to the e x t e n t  t h a t  i n f o r m a t i o n  in t h i s  
r e p o r t  is b a s e d  on s u b p o e n a e d  d o c u m e n t s ,  we h a v e  t a k e n  s t e p s  to 
i n s u r e  t h a t  t r a d e  s e c r e t s  of i n d i v i d u a l  c o m p a n i e s  a r e  not r e v e a l e d .
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A n  o l i g o p o l y  is g e n e r a l l y  f o u n d  to e x i s t  w h e r e  a few 
f i rms a c c o u n t  for t e s t  of the s a l e s  cf a product:. In s o m e  
c i r c u m s t a n c e s ,  t h e  o l i g o p o l i s t s  can a p p r o x i m a t e  the m a r k e t  p o w e r  of 
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  or i m p l i c i t .  T h e  
h a l l m a r k  of a n  o l i g o p o l y  is t h a t  no firm w i l l  m a k e  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  to the a n t i c i p a t e d  r e s p o n s e  of the o t h e r  
o l i g o p o l 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 i n t a i n  p r i c e s  p a r a l l e l  to 
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  of an o l i g o p o l i s t i c  m a r k e t  m a k e s  
it r e l a t i v e l y  e a s y  for the firms i n v o l v e d  to c o o p e r a t e  to k e e p  
p r i c e s  at l e v e l s  a b o v e  w h e r e  th e y  w o u l d  be in the p r e s e n c e  of 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  f o u n d  to 
e x i s t  w h e r e  f o u r  firms c o n t r o l  a b o u t  50% cf the i n d u s t r y  o u t p u t  —
w h e r e  t h e r e  is p r o d u c t  h o m o g e n e i t y ,  s i m i l a r  c o s t  s t r u c t u r e s ,  a n d
h i g h  b a r r i e r s  to e n t r y  into the b u s i n e s s  a r e  m o r e  p r o n e  to
c o l l u s i o n ,  a n d  are m o r e  likely to a p p r o x i m a t e  the b e h a v i o r  of a 
c o l l e c t i v e  m o n o p o l y .  For t n e s e  r a a s o n s ,  c o u r t s  h a v e  f o u n d  that, 
e v e n  w h e r e  t h e r e  is no e v i d e n c e  cf an e x p r e s s  a g r e e m e n t  to fix 
prices, p r i c e  f i x i n g  w i l l  be i n f e r r e d  in an o l i g o p o l y  w h e r e  t h e  
e x i s t e n c e  of e n o u g n  "plus f actors" a r e  proved. T h e s e  " p l u s  f a c t o r s "  
u s u a l l y  include: the o p p o r t u n i t y  of o l i g o p o l i s t s  to m e e t  to a g r e e
cn p r i c e  s t r a t e g y ;  m o s t  f a v o r e d  c u s t o m e r  cla 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 o n o p s o n y  is the c o n v e r s e  cf a m o n o p o l y ,  w h e r e  t h e r e  

a r e  m a n y  s e l l e r s  of-a product, a n d  one b u y e r  c o n t r o l s  so m u c h  of the 
a c q u i s i t i o n  s i d e  of the m a r k 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 ces.

O l i c c c s o n v

T h e  c o n v e r s e  of an o l i g o p o l y .

M a r k e t  p o w e r

M a r k e t  p o w e r  is the p o w e r  of a m o n o p o l i s t  or  an 
o l i g o p o l i s t  in a h i g h l y  c o n c e n t r a t e d  m a r k e t  to r a i s e  p r i c e s  a b o v e  
c o m p e t i t i v e  l e v e l s  —  or t h e  p o w e r  cf a m o n o p s o n i s t  or o l i g o p s o n i s t  
to l o w e r  p r i c e s  b e l o w  c o m p e t i t i v e  levels.

A  RECE2TT (AND BRIEF) H I S T O R Y  OF B R I S T O L  BAY

T h e  1970s and 1 9 8 0 s

In t h e  e a r l y  to m i d - 1 9 7 0 s  t h e  B r i s t o l  B a y  s o c k e v e  s a l m o n  
run was d e p r e s s e d .  H a r v e s t  levels in 1973 and 1974 had d i p p e d  to an 
a v e r a g e  of 6 m i l l i o n  p o u nds, d o w n  f r o m  o v e r  100 m i l l i o n  p o u n d s  in 
1970. B e g i n n i n g  in 1975, ho w e v e r ,  B r i s t o l  B a y  s o c k e v e  s a l m o n  s t o c k s  
b e g a n  a s u s t a i n e d  p e r i c d  of recovery, reae.ning a m o d e r n  h i g h  of 215 
m i l l i o n  p o u n d s  in 1983, a n d  f a i l i n g  no l o w e r  t h a n  85 m i l l i o n  p o u n d s  
since. T h e  r e l e v a n t  d a t a  are g i v e n  in T a b l e  -1.

W i t h  t h e  a d v e n t  of s e c u l a r  r e c o v e r y  in the s t o c k  of 
3 r i s t o l  B a y  s o c k e y e  c a m e  s t r u c t u r a l  chan g 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  b e g a n  b u y i n g  large q u a n t i t i e s  of f r o z e n  B r i s t o l  B a y
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s c c k e y e  s a l m o n  from 3 r i s t c l  bay p r o c e s s o r s  in 1973.' In m e  p r o c e s s  
t h e y  bid up t h e  e x - v e s s e l  price (the p r i c e  r e c e i v e d  by fishers) f r o m
50. 50 per p o u n d  in 1977 to 50.7 3 p e r  p o u n d  in 1973, and t h e n  to
51. 02 p e r  p o u n d  in 1979. In two y e a r s  the p r i c e  r e c e i v e d  by B r i s t o l  
3 a v  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 h a t  is more, t h e  
7 0 p e r c e n t  p r i c e  i n c r e a s e  from 1977 to 1979 w a s  a c h i e v e d  in the f a c e  
of a 337 p e r c e n t  i n c r e a s e  in h a r v e s t  levels. H a d  it n o t  bee for 
t h e  f a c t  t h a t  s o c k e v e  h a r v e s t s  w e r e  r i s i n g  s h a r p l y  j u s t  wne. t h e  
J a p a n e s e  w e r e  i n c r e a s i n g  t h e i r  p u r c h a s e s  cf f r o z e n  s a l m o n  fro -ar 
z e r o  to o v e r  30 p e r c e n t  cf the t o t a l  s o c k e v e  h a r v e s t , the in .ase 
in e x - v e s s e l  p r i c e  m i g h t  have ceen e v e n  m o r s  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 l d  not, h owever, be sus t a i n e d .  W h e n  the s e c o n d  in a s e r i e s  
of r e c o r d  h a r v e s t s  a p p e a r e d  in 1930, e x - v e s s e l  p r i c e s  r e t u r n e d  to 
t h e i r  1977 l e v els. T h e  c o m p e t i t i o n  for fish t h a t  h a d  b i d  up p r i c e s  
in 1973 a n d  1979 h a d  b e e n  m u t e d  by c o n t i n u e d  a b u n d a n c e .

T h e  J a p a n e s e  p r e s e n c e  in B r i s t o l  3 a y  g r e w  t h r o u g h o u t  the 
d e c a d e  of t h e  1930s. 3etvee.n 1981 a n d  1984 n e a r l y  h a l f  the B r i s t o l  
B a y  s o c k e v e  c a t c h  w a s  frozen, up fr o m  n e a r  ze r o  in 1977. E v e n  so, 
th e  s u p p l y  a v a i l a b l e  for c a n n i n g  was n o 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  in l a r g e  pa r t  to a c o n t i n u a t i o n  of h i s t o r i c a l l y  h i g n  h a r v e s t  
levels. T h e  r a t h e r  s m a l l  w e i g h t  cf the c a n n e d  s o c k e v e  p a c k  in 1982 
(11.3 m i l l i o n  pounds, d o w n  from 57.5 m i l l i o n  p o u n d s  in 1931) a l l o w e d  
i n v e n t o r i e s  w h i c h  h a d  b e e n  built up d u r i n g  the p r e v i o u s  t h r e e  y e a r s  
to be s o l d  o f f  and c a n n o t  be v i e w e d  as e v i d e n c e  t h a t  the g r o w i n g  
J a p a n e s e  d e m a n d  for f r o z e n  B r i s t o l  3av s o c k e v e  w a s  at  that t i m e  
i m p i n g i n g  u p o n  c a n n e r s '  s u p p l i e s  of u n p r o c e s s e d  fish.

In 1985, h owever, t h i n g s  b e g a n  to c h a n g e  again. In 
r e s p o n s e  to b o o m i n g  c o n s u m e r  d e m a n d ,  J a p a n e s e  b u y e r s  of f r o z e n  
s o c k e v e  s a l m o n  i n c r e a s e d  t h e i r  B r i s t o l  3 a v  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  in 1984 to 91 m i l l i o n  p o u n d s  in 1985, a n d  t h e i r  m a r k e t  s h a r e  
f r o m  49 p e r c e n t  to 68 pe r c e n t .  E x - v e s s e l  p r i c e s  o n c e  a g a i n  ro s e  and 
t h i s  t i m e  c a n n e r s  f o u n d  t h e m s e l v e s  in the p o s i t i o n  of h a v i n g  to p a y  
m u c h  h i g h e r  p r i c e s  in o r d e r  to o b t a i n  p r o d u c t  and, (more i m p o r t a n t l y  
to t h e m  in t h e  long r u n ) , in o r d e r  to r e t a i n  c o n t r o l  o v e r  the c o r e  
of  t h e i r  f l e e t  cf f i s h e r s  and boats.

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

(000'S) (000'S) (000'S) AVG. EX
P O U N D S P O U N D S P O U N D S P E R C E N T V E S S E L

Y E A R H A R V E S T E D F R O Z E N C A N N E D F R O Z E N P R I C E

1975 26,944 102 21,319 0.4 S 0.40
1976 34 , 273 334 23,426 2 . 6 0.50
1977 32,672 586 27,495 1 .8 0.60
1973 53 , 576 6, 307 37,136 io. a 0.73
1979 126,429 33 , 032 44 , 350 30.1 1.02
1980 133 , 541 31,356 46,379 23.9 0.57
1981 158 , 433 49,614 57,456 ii  n 0.77

: F r o z e n  s o c k e v e  s a l m o n  is s o l d  a l m o s t  e x c l u s i v e l y  in Japan, 
w h i l e  c a n n e d  s o c k e v e  is s o l d  a l m o s t  e x c l u s i v e l y  in o t h e r  m a r k e t s .
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1982 96,663 57 , 53 7 1 1 , 3 0 3 59 . 5 0. 63
1983 21 4 , 3 3 9 103 , 432 5 4 , 5 7 1 43 .1 0.64
1984 123 , 159 57,255 4 6 , 7 3 7 43 . 3 0.66
1985 1 3 4 ,913 91,219 2 3 , 7 3 0 57.7 0.33
1986 95 , 9 4 8 75,011 11 , 5 3 6 73 .2 1.43
1987 8 7 , 4 5 0 63,798 I S , 191 73 . 0 1.40
1988 34,573 73,475 6 , 677 36.3 2. 10
1989 16 3 ,175 109 , 340 32 , 5 7 4 6 7.3 1.25
1990 L93 , 955 129 , 700 3 0 , 5 3 1 65.2 1. 09
1991 1 4 0 , 2 2 1 33,059 4 0 , 6 0 7 59 . 2 0.70
1992

ZS: ?O U N D S — ADF&G Bris t o l Bav M a n a a e m e n t  R e c a r t s
P R I C E —  ADF5G, D i v i s i o n  cf 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  

p r i n t o u t

T h e  g r e a t  3 r i s t c l  Bay P r i c e  W a r  of 1 9 3 5 / 1 3 8 3  h a d  begun. 
C o m p e t i t i o n  a m o n g  c a n n e r s  a n d  J a p a n e s e  b u y e r s  of f r o z e n  f i s h  c a m e  tc 
a h e a d  as d e c l i n i n g  h a r v e s t s  c o u p l e d  w i t h  a b o o m i n g  J a p a n e s e  
c o n s u m e r  d e m a n d  for s a l m o n  d r o v e  e x - v e s s e l  p r i c e s  to h i s t o r i c  highs. 
In 1936, 1337, and 1988 t h e  share of t h e  B r i s t o l  Bay h a r v e s t  w h i c h  
w a s  frozen (and then l a r gely s h i p p e d  to Japan) a v e r a g e d  79.2 
p e r c e n t .  J a p a n e s e  d e m a n d  in these 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  from SO. 3 2 per p o u n d  in 198 5 to SI. 4 2 p e r  p o u n d  in 193 6, 
S I . 40 per p o u n d  i n . 1387, ana then to 5 2.10 per p o u n d  in 1983. 3v 
1983 B r i s t o l  B a y  g a n n e d  p r o d u c t i o n  o f  s o c k e v e  h a d  f a l l e n  to 6.7 
m i l l i o n  p o u nds, i t s *lowest level s i n c e  1973 a n d  a m e r e  12 p e r c e n t  cf 
th e  p o u n d a g e  c a n n e d  just five y e a r s  e a r l i e r .  For all i n t e n t s  and 
p u r p o s e s ,  the c a n n e r s  w e r e  being d r i v e n  o u t  of B r i s t o l  3 a v  by a 
s e e m i n g l y  i n s a t i a b l e  J a p a n e s e  d e m a n d  for f r o z e n  salmon. A l t h o u g h  
t h e  h a r v e s t s  o f  1985/1983 w o u l d  h a v e  g l u t t e d  the m a r k e t  in 1977 and 
19 7 3  w h e n  the c a n n e r s  w e r e  v i r t u a l l y  t h e  w h o l e  s h o w  in B r i s t o l  Bay, 
t h e y  fell far s h o r t  of t h e  levels n e e d e d  to s a t i s f y  the c o m b i n e d  
1 9 8 5 / 1 9 3 3  d e m a n d  for c a n n e d  and f r o z e n  s o c k e v e  at c o n s t a n t  prices.

To f i n d  at l east one r e a s o n  w h y  J a p a n e s e  b u y e r s  in 1936 
s u d d e n l y  b e c a m e  w i l l i n g  to 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  for 
s o c k e v e  s a l m o n  o n e  need lo o k  no f a r t h e r  t h a n  the y e n / d o l l a r  e x c h a n g e  
rate. F r o m  1930 t h r o u g h  1935 the J u l y  a v e r a g e  y e n / d o l i a r  e x c h a n g e  
r a t e  n e v e r  o n c e  fell b e l o w  220 yen p e r  d o l l a r ,  w h i l e  in J u l y  1985 it 
s t o o d  at 241 y e n  per d o l lar. In late 1985, ho w e v e r ,  the y e n  b e g a n  
to 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  to t h e  d o l l a r  w i t h  the r e s u l t  t h a t  
t h e  y e n / d o l l a r  e x c n a n g e  r a t e  had f a l l e n  to 159 y e n  per d o l l a r  by 
J u l y  1986, a t w e l v e  m o n t h  p l u n g e  of 34 p e r c e n t .  T h e  f a l l i n g  
e x c h a n g e  rate m e a n t  that d e s p i t e  a n e a r  d o u b l i n g  in 1986 of ex- 
v e s s e l  p r i c e s  in B r i s t o l  3ay, the p r i c e  in T o k y o  r o s e  o n l y  12.5 
p e r c e n t .

By J u l y  1983, the y e n / d o i l a r  e x c h a n g e  r a t e  had f a l l e n  to 
133 y e n  per d o l l a r ,  e n o u g h  on its own to  d r i v e  e x - v e s s e l  p r i c e s  from 
3 0 . 3 3  per p o u n d  in 1935 to over S I . 50 p e r  p o u n d  in 1983. T h e  fact 
t h a t  1983 e x - v e s s e l  prices, in fact, a v e r a g e d  $ 2.10 per p o u n d  
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  o n  the p a r t  cf 
J a p a n e s e  b u y e r s  m a y  be p a r t  of the story, b u t  o t h e r  f a c t o r s  m a y  also 
h a v e  b e e n  at w o r k .



O n c e  again, however, t h i n g s  changed. In J u l y  1989 
J a p a n e s e  w h o l e s a l e  p r i c e s  for f r o z e n  s a c x e v e  s u d d e n l y  p l u n g e d  o v e r  
2 0 p e r c e n t  f r o m  the J u n e  1989 a v e r a g e ,  d e s p i t e  o n l y  a m o d e s t  
i n c r e a s e  in t h e  y e n / d o l l a r  e x c h a n g e  rate. A c c o r d i n g  to d a t a  
p r o v i d e d  by C l i n t o n  A t k i n 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  w h o  
c l o s e l y  m o n i t o r s  J a p a n e s e  prices, t h e  wholesale, p r i c e  for f r o z e n  
s o c k e v e  in T o k y o  fell fr o m  a J u n e  1989 a v e r a g e  of 1525 yen er 
k i l o g r a m  to a J u l y  1989 a v e r a g e  of 1130 yen per k i l o g r a m ,  a f i c u r e  
c l o s e  to t h e  J u l y  1937 p r i c e  of 119 3 yen p e r  kilog r a m ,  ut 
s u b s t a n t i a l l y  b e l o w  the J u l y  1983 p r i c e  of 1500 y e n  per kilcgr

In t h e  w a k e  cf the J u l y  1989 p l u n g e  in J a p a n e s e  whol s a l e  
p r i c e s  a n u m b e r  of the b u y e r s  of f r o z e n  B r i s t o l  3ay s o c k e v e  wr.u h a d  
s p e c u l a t e d  in 198 8 cn a c o n t i n u a t i o n  of the b o o m  in a e m a n c  w e r e  
r e p o r t e d  to h a v e  g o n e  cut of b u s i n e s s  o v e r  the n e x t  year. Jor the 
m o s t  p a r t  the b u y e r s  wno left t h e  B r i s t o l  3ay m a r k e t  w e r e  r e l a t i v e l y  
s m a l l  as c o m p a r e d  to the b u y e r s  w h o  r e m a i n e d .  T h e  list included, 
bu t  w a s  n o t  l i m i t e d  to, the f o l l o w i n g :  T O K A I  T r a d i n g  Co., HO E I
T r a d i n g  Co., FU J I  MARINE, the J O I N T  S T A F F  C O R P O R A T I O N ,  a n d  S H I N  
N I S H O K U  Ltd. A s e c o n d  s t r u c t u r a l  c h a n g e  of some i m p o r t a n c e  w a s  n o w  
u n d e r w a y  —  the m a r k e t  w a s  b e c o m i n g  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 r s  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  to larger, m o r e  
h e a v i l y  c a p i t a l i z e d  o l a v e r s  s u c h  as N I P P O N  S U I S A N , N I C H I R O *  M I T S U I ,  
a n d  K Y O K U Y O .

P o 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  d o w n w a r d  trend. T h e  
J u l y  1990 a v e r a g e  T o k y o  w h o l e s a l e  p r i c e  for fr o z e n  s o c k e v e  c a m e  in 
at  1166 y e n  p e r  k i l o g r a m ,  w h i l e  the a v e r a g e  e x - v e s s e l  p r i c e  in 
B r i s t o l  3 a y  w a s  r e c o r d e d  a t  $1.09 per pound. How e v e r ,  an i n c r e a s e  
in t h e  y e n / d o l l a r  e x c h a n g e  race of 12 p e r  a n t  b e t w e e n  J u l y  1989 a n d  
J u l y  1990 a l l  b u t  a c c o u n t s  for t h e  d r o p  in t h e  B r i s t o l  3ay e x - v e s s e l  
p r i c e  b e t w e e n  t h o s e  two dates.

T h e  C r a s h  O f  1 9 9 1

B o t h  e x - v e s s e l  a n d  T o k y o  w h o l e s a l e  pr i c e s  c r a s h e d  in 1991 
d e s p i t e  a r e t u r n  of the y e n / d o l i a r  e x c h a n g e  rate to n e a r l y  t h e  J u l y  
1983 l e v e l  (133 y e n  per d o l l a r  in J u l y  1991 v e r s u s  133 y e n  p e r  
d o l l a r  in J u l y  1983) , a f a c t o r  w h i c h  on its own w o u l d  t e n d  to raise, 
not lower, e x - v e s s e l  p r i ces. In June, 3 r i s t o l  B a y  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  per p o u n d  to fishers, 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  o n  $ 0 . 7 0  per pound. T h e  c r a s h  in 
3 r i s t o l  3 a y  e x - v e s s e l  p r i c e s  fr o m  t h e  h i g h s  of 1983 ($2.10 p e r
pound) t r i g g e r e d  c r i e s  of p r i c e  fixing. To m a n y  o b s e r v e r s  t h e  fact 
t h a t  e x - v e s s e l  p r i c e s  fe l l  by a g r e a t e r  p e r c e n t a g e  th a n  d i d  
w h o l e s a l e  p r i c e s  s u p p o r t e d  the c l a i m  t h a t  bu y e r s  ( e i t h e r  in J a p a n  or 
the U n i t e d  S t a t e s )  w e r e  c o n s p i r i n g  to s a v e  t h e m s e l v e s  at the e x p e n s e  
of t h e  fis h e r s .  In o p p o s i t i o n  to t h ese v o i c e s  t h e r e  w e r e  o t h e r s  w h o  
o f f e r e d  t h e  c o u n t e r  c l a i m  t h a t  n o t h i n g  m o r e  than " s u p p l y  and d e m a n d "  
was at w o r k ;  a n d  t h a t  t h e  c o l l a p s e  in e x - v e s s e l  p r i c e s  c o u l d  be 
a t t r i b u t e d  e n t i r e l y  to the w o r k i n g s  cf a c o m p e t i t i v e  market.
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A ft. i

B e f o r e  o n e  c a n  b e g i n  t o  u n t a n g l e  t h e  r e a s o n s  f o r  t h e  
p r i c e  c r a s h  o f  1 9 9 1 ,  s e v e r a l  p o i n t s  m u s t  f i r s t  b e  u n d e r s t o o d .  T h e  
f i r s t  i s  t h a t  n o  a m o u n t  o f  d a t a  o n  p r i c e s  p a i d  a n d  q u a n t i t i e s  s o l d  
c a n  t a l l  u s  i f  t h e  c r a s n  w a s  e n g i n e e r e d  ( t h e  C O L L U S I O N  H Y P O T H E S I S )  
o r  c a m e  a b o u t  a s  t h e  r e s u l t  c f  c o m p e t i t i o n / s u p p l y  a n d  d e m a n d  ( 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 )  . 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  l a w  i s  i m D o s e a  ( p r o o f  b e y o n d  a  r e a s o n a b l e  d o u b t ) , 
n e i t h e r  t h e  C O L L U S I O N  H Y P O T H E S I S  n o r  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  
c a n  b e  p r o v e n  s o l e l y  f r o m  e c o n o m i c  d a t a .  A n  i m m e d i a t e  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 i c 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 r d e n  o f  p r o o f  i s  c o n d e m n e d  t o  f a i l u r e .  I n  p a r t i c u l a r ,  s o m e o n e  w h o  
b e g i n s  f r o m  t h e  a s s u m p t i o n  t h a t  t h e  i n t e r n a t i o n a l  m a r k e t  f o r  s o c k e v e  
s a l m 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 l y  c o m p e t i t i v e )  
w i l l  f a i l  t o  b e  c o n v i n c e d  o f  t h e  c o n t r a r y  i f  h e  o r  s h e  r e q u i r e s  
p r o o f  b e y o n d  a  r e a s o n a b l e  d o u b t  a s  r e q u i r e d  i n  a  c r i m i n a l  c a s e .

T h e  r e a s o n  e c o n o m i c  d a t a  a l o n e  c a n n o t  d i s t i n g u i s h  " b e y o n d  
a  r e a s o n a b l e  d o u b t "  b e t w e e n  t h e  c o m p e t i n g  h y o o t h e s e s  i s  t h a t  a n y  
p a t t e r n  o f  p r i c e s  a n d  q u a n t i t i e s  c a n  b e  e x p l a i n e d  s i m p l y  b v  i n v o k i n g  
e n o u g n  s p e c i a l  a s s u m p t i o n s .  O n e  c a n ,  f o r  e x a m p l e ,  a r g u e  t h a t  a 
p a r t i c u l a r l y  s h a r p  d r o p  i n  t h e  p r i c e  o f  a c o m m o d i t y  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  c n a n g e  i n  p r i c e  e x p e c t a t i o n s ,  o r  a  c h a n g e  m  
t a s t e s ,  o r  e v e n  t h e  r i s e  t o  p r o m i n e n c e  o f  h i t h e r t o  u n i m 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 r e  w e  f o c u s  m a i n l y  o n  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  t w o  h y p o t h e s e s ,  g i v e n  w h a t  w e  k n o w  o f  t h e  e v e n t s  l e a d i n g  u p  
t o  t h e  s u m m e r  o f  1 9 9 1 .  T a k e n  t o g e t h e r ,  e c o n o m i c  d a t a  a n d  a n  
a n a l y s i s  o f  t h e  i n c e n t i v e s  a n d  p r i o r  p r a c t i c e s  o f  t h e  p l a y e r s  
i n v o l v e d  i n  t h e  d e t e r m i n a t i o n  o f  B r i s t o l  B a y  s a l m o n  p r i c e s  m a k e  i t  
v e r y  d i f f i c u l t  f o r  a n  u n b i a s e d  o b s e r v e r  t o  e s c a p e  t h e  c o n c l u s i o n  
t h a t  t h e  C O L L U S I O N  H Y P O T H E S I S  i s  t h e  m o r e  p l a u s i b l e .

A S t a t e m e n t  O f  T h e  C O L L U S I O N  H Y P O T H E S I S

T h e r e  are two levels of collusion considered here: 
c o l l u s i o n  among Japanese buyers of Bristol 3av salmon designed to 
secure s u p plies at below competitive prices, and collusion among the 
major o n - s i t e  processors in 3ristoI 3ay designed to reduce the 
prices paid to Bristol 3av fishers.4 It may be that collusion among

C O L L U S I O N  O R C O M P E T I T I O N ?

3 A  " c r o s s - p r i c e "  e f f e c t  i s  t h e  c h a n g e  i n  t h e  d e m a n d  f o r  o n e  
p r o d u c t  c a u s e d  b y  a  c h a n g e  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 l e m e n t a r y  p r o d u c t .  F o r  e x a m p l e ,  i f  t h e  p r i c e  o f  C h i l e a n  c o h o  
s a l m o n  f a '  s ,  t h e  d e m a n d  f o r  B r i s t o l  3 a v  s o c k e y e  c a n  b e  e x p e c t e d  t o  
f a l l  i f  a l l  o t h e r  f a c t o r s  r e m a i n  c o n s t a n t  b e c a u s e  p e o p l e  w i l l  b u y  
m o r e  C h i l e a n  c o h o  a n d  l e s s  3 r i s t o l  B a y  s o c k e v e .

4 A s  w e  s t a t e  e l s e w h e r e ,  a n d  e m p h a s i z e  h e r e ,  t h e  m a j o r i t y  o f  
B r i s t o l  B a y  p r o c e s s o r s  a r e  p r i c e  f o l l o w e r s  w h o  l a c k  a n y  s e m b l a n c e  
o f  t h e  n e c e s s a r y  m a r k e t  p o w e r  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  n o  e v i d e n c e  o f  w r o n g d o i n g  o n  t h e i r  p a r t  a n d  t h e y  s h o u l d  b e  
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 .  O u r  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 . . . )7



m a i o r  p r o c e s s o r s  b e c o m e s  m e r e  l i k e l y  w h e n  t h e  p r o c e s s o r s  a r e  
t h e m s e l v e s  c o n f r o n t e d  b y  a n  o i i g c p s o n i s t i c  b u y e r . 3

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 t s  o f  t h e  
l a s t  f e w  y e a r s  i s  t h a t  B r i s t o l  B a y  s o c k e v e  s a l m o n  p r i c e s  f o i l  
s h a r p l y  i n  J u l y  1 9 8 9  a n d  t h e n  c r a s h e d  i n  J u n e  1 9 9 1  b e c a u s e  a  f e w  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 i e s  a c t i v e  i n  l a y i n g  A l a s k a  s a : o n  
e n c o u r a g e d  t h e m  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  -.e 
1 9 8 9 - 1 3 9 1  t i m e  p e r i o d  t w o  o r  m o r e  t r a d i n g  c o m p a n i e s  a c t i n g  t c g e  a r  
w i t h  a  s m a l l  n u m b e r  o f  o t h e r  b u y e r s  m a n i p u l a 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 ' 1 s i d e  o  : h e  
B r i s t o l  B a y  f r o z e n  s a l m o n  m a r k e t ,  a n d  t h a t  t h e s e  t r a d i n g  c o m p a n i e s  
n o w  e x e r c i s e  o l i g o p s o n i s t i c  b u y i n g  p o w e r  i n  t h a t  m a r k e t .  P r i o r  t o  
1 9 8 9 ,  f o r  r e a s o n s  d i s c u s s e d  b e i c 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 r k 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 a n n e r .

W e  b e l i e v e  t h a t  t h e  e v i d e n c e ,  w h e n  e x a m i n e d  i n  l i g h t  o f  
t h e  c o n v e n t i o n a l  p r a c t i c e s  c 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 i e s ,  
s t r o n g l y  s u g g e s t s  t h a t  f o r  p o l i c y  p u r p o s e s  A l a s k a  w o u l d  b e  w e l l  
a d v i s e d  t o  a c t  a s  i 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  B a y  m a r k e t  w e r e  
o l i g c p s o n i s t i c a l l y  c o n t r o l l e d . ’

4 ( . . . c o n t i n u e d )
e x i s t e n c e  o f  o l c g o p c i i s t i c  a n d  c l o g c p s o n i s t i c  b e h a v i o r  b y  s o m e  ( b u t  
n o t  a i l )  c f  t h e  l a r g e r  p r o c e s s o r s .  T h e s e  l a r g e  p r o c e s s o r s  a r e ,  a s  
a  r e s u l t  o f  t h e i r  c o m b i n e d  m a r k 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 i c 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  a n  a l t e r n a t i v e ,  f o l l o w .  J a p a n e s e  t r a d i n g  c o m p a n i e s  o w n  a n d  
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  3 a v  p r o c e s s o r s .

3 W i t n e s s e s  h a v e  t e s t i f i e d  t h a t ,  i n  1 9 9 1  a n d  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  m a d e  b y  v a r i o u s  J a p a n e s e  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 i m o n y ,  i n  t h e  e a r l y  p a r t  o f  t h e  1 9 9 1  s e a s o n ,  t h e  J a p a n e s e  
b u y e r s  a l l  w i t h h e l d  a n y  w r i t t a 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 e e k s .  T h e n ,  w i t h i n  a  s h o r t  p e r i o d  o f  t i m e ,  t h e y  n e a r l y  
a l l  m a d e  o f f e r s .  T h i s  k i n 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 s e n c e  o f  a t  l e a s t  t a c i t  
a g r e e m e n t  a m o n g  t h e  b u y e r s .  P r i c e  p a r a l l e l i s m ,  c o m b i n e d  w i t h  
e v i d e n c e  o f  " p l u s  f a c t o r s " ,  s u c h  a s  e x c h a n g e  o f  p r i c e  i n f o r m a t i o n ,  
p r o d u c t  u n i f o r m i t y  a n d  o p p o r t u n i t y  t o  m e e t  t o  f o r m  a n t i c o m p e t i t i v e  
p o l i c i e s  h a s  b e e n  f o u n d  s u f f i c i e n t  t o  s u p p o r t  a  v e r d i c t  o f  p r i c e  
f i x i n g .  S e e : 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  o f  O r e g o n , 3 1 5  F . 2 d  
5 2 2 ,  5 2 5  ( 9 t h  C i r .  1 9 8 7 )

’ A l t h o u g h  s p a c e  p r e c l u d e s  a  l o n g  d i s c u s s i o n  o f  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  J a p a n e s e  t r a d i n g  c o m p a n i e s ,  i t  i s  w e l l  
k n o w n  t h a t  t h e y  o f t e n  w o r k  t o g e t h e r  w h e n  d e a l i n g  i n  o v e r s e a s  
m a r k e t s ;  a n d  t h a t  i n  m a n y  c a s e s  w e l l  d e f i n e d  a r e a s  o f  d o m i n a n c e  a r e  
c a r v e d  o u t  a n d  t h e n  m a i n t a i n e d  f o r  l o n g  p e r i o d s  o f  t i m e  w i t h  t h e  
b l e s s i n g  o f  a n d  u n d e r  t h e  s u p e r v i s i o n  o f  t h e  M i n i s t r y  o f  
I n t e r n a t i o n a l  T r a d e  a n d  I n d u s t r y  ( M I T I ) . A n y  n u m b e r  o f  s o u r c e s  
c o u l d  b e  c i t e d  i n  s u p p o r t  o f  t h i s  p o i n t .  O n e ,  i n  p a r t i c u l a r  s t a n d s

( c o n t i n u e d . . . )
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T h e  p o s s i b i l i t y  c f  c o l l u s i o n  a m o n g  m a j o r  c n - s i t e  d o m e s t i c  
p r o c e s s o r s  i n  B r i s t o l .  B a y  i s  a l s o  o f  i n t e r e s t  h e r e  a n d  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  c f  t h i s  r e p o r t .  F i r s t  w e  w i l l  f o c u s  o n  t h e  
p r e s e n t a t i o n  a n d  i n t e r p r e t a t i o n  o f  t h e  e v e n t s  t h a t  s u p p o r t  t h e  
p r e m i s e  t h a t  a  f e w  t r a d i n g  c o m p a n i e s  g a i n e d  c l 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 ' 1 s i d e  c f  t h e  B r i s t o l  B a y  m a r k e t  d u r i n g  t h e  l a s t  f o u r  
y e a r s .

W h v  D i d  B r i s t o l  B a v  S o c k e v e  P r i c e s  R i s e  S o  S h a r p l y  1 9 8 4 - 1 9 3 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 r s  t o  h a v e  a 
n o n c o n t r c v e r s i a l  a n s w e r .  T h e  a v e r a g e  p r i c e  t o  B r i s t o l  B a y  f i s h e r s  
r o s e  f r o m  S O . 6 6  p e r  p o u n d  i n  1 3 8 4  t o  $ 2 . 1 0  p e r  p o u n d  i n  1 9 8 3  l a r g e l y  
f o r  t h r e e  r e a s o n s :  ( I )  t h e  f a i l  i n  t h e  y e n / d o l l a r  e x c h a n g e  r a t e ,  ( 2 )  
b o o m i n g  c o n s u m e r  d e m a n d  f o r  s a l m o n  i n  J a p a n ,  c o u p l e 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 l m o n  a m o n g  J a p a n e s e  s e a f o o d  b u y e r s ;  a n d  
( 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 n e s e  s e a f o o d  b u y e r s  t o  e x e r c i s e  
t h e i r  l a t e n t  m a r k e t  p o w e r .

T h e  J a p a n e s e  e c o n o m y  o f  t h e  1 3 3 0 s  h a s  b e e n  d e s c r i b e d  a s  
a  " b u b b l e . "  I n  s u e r ,  a n  a t m o s p h e r e  a  s p e c u l a t i v e  b o o m  i n  J a p a n e s e  
w h o l e s a l e  a n d  r e t a i l  s a l m o n  p r i c e s  i s  n o  s u r p r i s e .  O n  t h e  c o n t r a r y ,  
i t  w o u l d  h a v e  b e e n  s u r p r i s i n g  i f  J a p a n e s e  s a l m o n  p r i c e s  h a d  n o t  
b o o m e d  a t  t h i s  t i m e .  A  m e r e  i n t e r e s t i n g  a n d  d i f f i c u l t  q u e s t i o n  i s  
" W h y  d i d  t h e  p r i c e  t o  f i s h e r s  b o o m  i n  B r i s t o l  B a y  ? "

W h y  D i d  T h e  J a p a n e s e  M o t  F i x  B r i s t o l  B a v  P r i c e s  1 9 8 4 - 1 9 8 3 ?

P r o p o n e n t s  o f  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  b e a r  n o  
s p e c i a l  b u r d 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  B a y  
d u r i n g  t h e  1 9 8 4 - 1 9 8 3  t i m e  p e r i o d .  T h e y  n e e d  s i m 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 r k e t s  a n  i n c r e a s e  i n  d e m a n d  a t  t h e  c o n s u m e r  l e v e l  
r a i s e s  p r i c e s  a l l  d o w n  t h e  l i n e .  N o  m y s t e r y  h e r e .  3 r i s t o l  3 a y  
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 i n g  t o  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  b e c a u s e  o f  t h e  i n c r e a s e  i n  J a p a n e s e  c o n s u m e r  d e m a n d  a n d  
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  a m o n g  w h o l e s a l e r s  f o r  
r a w  f i s h  s u p p l i e s  t r a n s l a t e s  i m m e d i a t e l y  i n t o  h i g h e r  p r i c e s  p a i d  t o  
f i s h e r s .

I n  c o n t r a s t ,  i f  o n e  i s  u l t i m a t e l y  p l a n n i n g  t o  a r g u e  t h a t  
t h e  p r i c e  c r a s h  o f  1 9 9 1  m a y  h a v e  b e e n  e n g i n e e r e d  b y  J a p a n e s e  t r a d i n g  
c o m p a n i e s  f o r  w e l l - d e f i n e d  r e a s o n s ,  o n e  i s  u n d e r  s o m e  b u r d 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 3 8 4 - 1 9 8 3  t i m e

* ( .  . . 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 i p  a n d  s p o n s o r s n i D :  K i y o s h i  K a j i m a  a n d  
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 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 ,  W a s h i n g t o n  D . C . )  1 9 8 4
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□ e r i c a .  A f t e r  a i l ,  i f  m a r k e r  p o w e r  i s  w i e l d e d  b y  c e r t a i n  p l a y e r s  i n  
o n e  c o n t e x t  w h y  r . c t  i n  a n o t h e r ?

A l t h o u g n  w e  a r e  i n  n o  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  
i m 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 i c h  w e  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 r s  t o  r e s t r a i n  B r i s t o l  B a y  p r i c e s  i n  1 9 8 4 -  
1 9 8 8 ,  w e  t h i n k  w e  c a n  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 .  T h e  f i r s t  
s u c h  f a c t o r  i s  t h e  c o n s e n t  d e c r e e  o f  1 9 8 2  s i g n e d  b y  T o s h o k u ,  M i t s u i ,  
M i p p c n  S u i s a n ,  X v o k u v o ,  a n d  T a i y o ,  a l l  o f  w h o m  a r e  a c t i v e  b u y e r s  i n  
B r i s t o l  B a y .  U n d e r  t h i s  d e c r e e ,  t h e s e  c o m p a n i e s  a g r e e d  r . c t  t o  i x  
p r i c e s  f o r  A l a s k a  c r a b .  S e t  t o  e x p i r e  i n  1 9 9 2 ,  t h e  d e c r e 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 - c r u s t  a c t i o n  b y  t h e  U . S .  d e p a r t m e n t  
o f  J u s t i c e  s h o u l d  t h e s e  c o m p a n i e s  b e  f o u n d  g u i l t y  o f  s o  m u c h  a s  
c o m m u n i c a t i n g  p r i c e s  a m o n g  t h e m s e l v e s ,  r e g a r d l e s s  c f  w n e t h e r  t h e  
s u b j e c t  w a s  c r a b  o r  s o m e  o t h e r  s e a f o o d .  G i v e n  t h e  i m p o r t a n c e  o f  
A l a s k a  s e a f o o d  s u p p l i e s  t o  t h e  J a p a n e s e  i t  i s  i m p l a u s i b l e  t o  a s s u m e  
t h a t  t h e  c o n s e n t  d e c r e e  o f  1 9 8 2  d i d  n o t  t e m p e r  t h e  b e h a v i o r  o f  t h e s e  
c o m p a n i e s .  I t  i s  f a r  m o r e  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 e a s u r e s  
s h o u l d  t h e y  b e  t a k e n  t a c k  t o  c o u r t ,  t h e  l a r g e r  J a p a n e s e  s e a f o o d  
b u y e r s  r e f r a i n e d  f r o m  c o l l u s i v e  b e h a v i o r  f o r  a  f e w  y e a r s .  A n  
e x a m i n a t i o n  o f  t h e  l i s t  o f  b u y e r s  o f  f r o z e n  s o c k e v e  i n  1 9 8 5  a n d  
a g a i n  i n  1 9 9 1  s u p p o r t s  t h i s  c o n c l u s i o n  a t  l e a s t  t o  t h e  e x t a n t  t h a t  
i t  s h o w s  m o r e  b u y e r s  a n d  l e s s  c o n c e n t r a t i o n  c n  t h e  b u v e r  s i d e  i n  
1 9 8 5  t h a n  i n  1 9 9 1 .

T h e  s e c o n d  f a c t o r  t r . a t  w e  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  a m o n g  J a p a n e s e  b u y e r s  o f  3 n s t o i  S a y  s a l m o n  d u r i n g
t h e  1 9 8 4 - 1 9 8 8  t i m e  p e r i o d  i s  t h e  s a m e  b o o m i n g  c o n s u m e r  d e m a n d
i n v o k e d  a s  a n  e x p l a n a t i o n  b y  s u p p o r t e r s  o f  t h e  S U P P L Y  /"DEMAND 
H Y P O T H E S I S ,  b u t  w i t h  d i f f e r e n t  e m p h a s i s .  w i t h  J a p a n e s e  c o n s u m e r s  
s h o w i n 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 l d  s e e m  t o  h a v e  
b e e n  l i t t l e  r e a s o n  f o r  J a p a n e s e  b u y e r s  i n  g e n e r a l ,  a n d  t h e  s i g n e r s  
o f  t h e  1 9 8 2  c o n s e n t  d e c r e 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 t m e n t  o f  J u s t i c e  b y  h o l d i n g  d o w n  
B r i s t o l  3 a y  p r i c e s .  A  s i t u a t i o n  i n  w h i c n  B r i s t o l  B a y  p r i c e s  r o s e  
m u c h  l e s s  r a p i d l y  t h a n  d i d  J a p a n e s e  w h o l e s a l e  p r i c e s  m a y  v e i l  h a v e  
b e e n  v i e w e d  b y  t h e  b u y e r s  a s  i m p r u d e n t l y  g r e e d y . '

T h e  t h i r d  f a c t o r  w h i c h  h e l p s  e x p l a i n  t h e  B r i s t o l  B a y
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  n e e d  o f  t h e  J a p a n e s e  
b u y e r s  t o  p r o t e c t  t h e i r  m a r k e t  s h a r e s  f r o m  a n  a n n o u n c e d  c a m p a i g n  b y

7 A s  n o t e d  e a r l i e r ,  t h e  f a i l  i n  t h e  y e n / d o l l a r  e x c h a n g e  r a t e  
a l o n e  o f f s e t  a  r i s e  i n  B r i s t o l  B a y  p r i c e s  f r o m  5 0 . 3 3  p e r  p o u n d  i n  
1 9 8 5  t o  o v e r  5 1 . 5 0  p e r  p o u n d  i n  1 9 8 8 .  T h e  r e m a i n i n g  s i x t y  c e n t  p e r  
p o u n d  i n c r e a s e  i n  t h e  3 r i s t o l  B a y  p r i c e  ( t o  5 2 . 1 0  p e r  p o u n d )  m i g h t  
e a s i l y  h a v e  b e e n  v i e w e d  b y  w h o l e s a l e r s  a s  s h i f t a b l e  t o  c o n s u m e r s ,  
g i v e n  r e t a i l  p r i c e s  i n  e x c e s s  o f  5 1 0  p e r  p o u n d  a n d  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  b o o m  t h a t  w e r e  t h e  o r d e r  o f  
t h e  d a y  i n  t h e  J a p a n  o f  1 9 8 8 .
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. A m e r i c a n  p r o c e s s o r s  t o  c r e a t e  a n  " a l l  . A m e r i c a n  i n d u s t r y . "  E v i d e n c e  
r e t a i n e d  t h r o u g h  i n v e s t i g a t i v e  s u b p o e n a s  a n d  i n t e r v i e w s  i n d i c a t e s  
t r . a t  a  m e e t i n g  o f  A m e r i c a n  p r o c e s s o r s  w a s  a t  o n e  t i m e  s e t  f o r  A p r i l  
1 9 3 5 .  T h e  f o l l o w i n g  p a r a g r a p h s  a r e  t a k e n  f r o m  a  l e t t e r  t h a t  
a n n o u n c e d  t h e  o r g a n i z a t i o n a l  m e e t i n g .

" A p r i l  4 ,  1 9 8 5  a t  9 : 0 0  AM i n  t h e  M e i s n e t  R o o m  ( 4 t h  
F l o o r )  o f  t h e  W a s h i n g t o n  A t h l e t i c  C l u b  t o  o r g a n i z e  
t h e  U n i t e d  S e a f o o d  A m e r i c a n i z a t i o n  C o a l i t i o n  ( U S A  
C o a l i t i o n ) . "

" T h e  U S A  C o a l i t i o n  i s  b e i n g  f o r m e d  t o  r a i s e  f u n d s  
a n d  c o n d u c t  a  c a m p a i g n  t o  - t o t a l l y  A m e r i c a n i z e  t h e  
U S A  s e a f o o d  i n d u s t r y .  O u r  I n d u s t r y ! I "

" O v e r  t h e  p a s t  s e v e r a l  y e a r s ,  w e  h a v e  c o n t i n u a l l y  
s e e n  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 t h  
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  k n o w  a b o u t  
y o u ,  b u t  I ' m  t i r e d  c f  t h i s  a n d  I  w o n ' t  t a k e  i t  
a n y m o r e  i l l "

G i v e n  t h e  s t a t e d  i n t e n t i o n  o n  t h e  p a r t  o f  A m e r i c a n  
p r o c e s s o r s  t o  c o m p l e t e l y  A m e r i c a n i z 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 a p a n e s e  b u y e r s  a g g r e s s i v e l y  b i d  u p  s a i m o n  
p r i c e s  i n  a n  a t t e m p t  t o  p r o t e c t  t h e i r  m a r k e t  s h a r e s  a n d  t o  d e f l a t e  
t h e  a g g r e s s i o n  i n d i c a t e d  i n  t h e  q u o t a t i o n  a b o v e .  T h i s  i s  
p a r t i c u l a r l y  s o  i n  l i g h t  o f  t h e  f a c t  t h a t  C O N A G R A ,  o n e  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  c o m p a n i e s  i n  t h e  U n i t e d  S t a t e s ,  p u r c h a s e d  
T r i d e n t  S e a f o o d s  i n  1 9 8 7 ,  t h e r e b y  l e n d i n g  c r e d i b i l i t y  t o  t h e  
s u g g e s t i o n  t h a t  A m e r i c a n s  w e r e  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  a n  a t t e m p t  t o  d r i v e  t h e  J a p a n e s e  o u t  o f  t h e  i n d u s t r y . *

I n  s u m m a r y ,  t h e n ,  t h e  J a p a n e s e  d i d  n o t  u s e  t h e i r  m a r k e t  
p o w e r  t o  h o l d  d o w n  3 r i s t o l  B a y  p r i c e s  d u r i n g  t h e  1 9 8 4 - 1 9 8 3  p e r i o d  
b e c a u s e  ( a )  i n  t h e  a f t e r m a t h  o f  t h e  1 9 8 2  c o n s e n t  d e c r e e  t h e y  m a y  
h a v e  a n t i c i p a t e d  a  m o r e  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  h a d  p r i c e s  
b a n a v e  5 s u s p i c i o u s l y ,  ( b )  B r i s t o l  B a y  p r i c e  i n c r e a s e s  w e r e  a t  t h a t  
t i m e  r e l a t i v e l y  e a s y  t o  p a s s  o n  t o  J a p a n e s e  c o n s u m e r s ,  a n d  ( c )  
a t t e m p t s  b y  A m e r i c a n  p r o c e s s o r s  t o  c r e a t e  a n  " a l l  A m e r i c a n  i n d u s t r y "  
m a y  h a v e  s i g n a l l e d  t h e  n e e d  ( f r o m  t h e  J a p a n e s e  p o i n t  o f  v i e w )  t o  b i d  
a g g r e s s i v e l y  f o r  p r o d u c t .

W h y  D i d  P r i c e s  " a l l  I n  J u l y  1 9 8 9 ?

A c c o r d i n g  t o  d a t a  p r o v i d e d  b y  C l i n t o n  A t k i n 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 ,  t h e  T o k y o  w h o l e s a l e  p r i c e  o f  f r o z e n  s o c k e v e  
a v e r a g e d  1 5 2 5  y e n  p e r  k i l o g r a m  i n  J u n e  1 9 8 9  a n d  t h e n  f e l l  a b r u p t l y  
t o  a n  a v e r a g e  o f  o n l y  1 1 8 0  y e n  p e r  k i l o g r a m  i n  J u l y  1 9 8 9 .  W h y ?  
S u p p l y  a n d  d e m a n d  h a r d l y  s u f f i c e s  a s  a n  a n s w e r ,  b e c a u s e  i n  t h i s  c a s e  
s u p p l y  a n d  d e m a n d  c o u l d  j u s t  a s  e a s i l y  ( i f  n o t  m o r e  e a s i l y )  e x p l a i n

* I t  i s  i m p l a u s i b l e  t o  a r g u e  e i t h e r  t h a t  J a p a n e s e  b u y e r s  w e r e  
u n a w a r e  o f  a t t e m p t s  t o  A m e r i c a n i z 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 i s h  t o  r e s p o n d  t o  t h e m .
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a  s h a r p  p r i c e  i n c r a a s e  a s  a p r i c e  d e c r e a s e .  W i t h  m o s t  P r i n c e  
W i l l i a m  S o u n d  s a i . t c n  r e m o v e d  f r o m  “ h e  m a r k e t  b e c a u s e  o n  t h e  E X X O N  
V A L D E Z  o i l  s p i l l ,  o n e  m i g h t  h a v e  e x p e c t e d  d i r e c t  a n d  c r o s s  p r i c e  
e f f e c t s  t o  h a v e  d r i v e n  u p  t h e  p r i c e  o f  t h e  r e m a i n i n g  s t o c k s .  E v e n  
t h e  f a c t  t h a t  m u c h  c f  t h e  P r i n c e  W i l l i a m  S o u n d  r u n  w a s  p i n ; ;  s a l m o n  
w o u l d  t e n d  t o  h a v e  s u c h  a n  e f f e c t ,  d u e  t o  s u b s t i t u t i o n  e f f e c - s  a m o n g  
t h e  v a r i o u s  s p e c i e s .

A  s o m e w n a t  s t r a i n e d  e x p l a n a t i o n  w h i c h  h a s  o n  c c c  a n
b e e n  o f f e r e d  i s  t h a t  J a p a n e s e  c o n s u m e r s  s u d d e n l y  s h i e d  :  a v  om
B r i s t o l  B a y  s o c k e v e  s a l m o n  f e a r i n g  c o n t a m i n a t i o n  f r o m  -  :e . .X O N  
V A L D E Z  o i l s p i l l  i n  P r i n c e  W i l l i a m  S o u n d .  A n  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  J a p a n e s e  t r a d i n g  c o m p a n i e s  s e i z e d  t h e  
o p p o r t u n i t y  o f  t h e  E X X O N  V A L D E Z  o i l s p i l l  t o  b r i n g  p r i c e s  b a c k  d o w n  
f r o m  t h e  s p e c u l a t i v e  h i g h s  c f  1 3 8 3 ,  a n d  i n  t h e  p r o c e s s  a l s o  s e i z 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 l a s k a  m a r k e t  a n d  t h e  J a p a n e s e  w h o l e s a l e  m a r k e t  i t s e l f . 9 T h e i r  
d e s i r e  t o  a s s u m e  s u c h  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  e a s y  t o  
u n d e r s t a n d .  I n  o r d e r  t o  m a k e  t h i s  p o i n t  a s  c l e a r  a s  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 .

T h e  o p t i m a l  r a t a  a t  w h i c h  i n v e n t o r i e s  o f  f r o z e n  s a l m o n  
a r e  s o i d  i s  d e t e r m i n e d  b v  a n  e q u a t i o n  n o t  u n l i k e  t h e .  f a m o u s  
H o t e l l i n g  R u l e  f o r  o p t i m a l  e x t r a c t i o n  o f  a n  e x h a u s t i b l e  r e s o u r c e . 10 
A s  l o n g  a s  w h o l e s a l e  p r i c e s  a r e  e x p e c t e 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 i m e  b e t w e e n  m a j o 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 l e s a l e  m a r k e t  i s  w e l l  b e h a v e 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  c h a n g e  a n d  a  p r i c e  d r o p  c o m e s  t o  b e  e x p e c t e d ,  
i n v e n t o r y  h o l d e r s  h a v e  a n  i n c e n t i v e  t o  d u m p  t h e i r  i n v e n t o r i e s  a n d  
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 i c h  t h e i r  i n v e n t o r i e s  a r e  d e p l e 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  a n d  e v e n  
g r e a t e r  l o s s e s  m a y  t h 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 r g e  t r a d i n g  
c o m p a n i e 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 i n g  a n d  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  b y  w i t h h o l d i n g  s t o c k s  
f r o m  t h e  m a r k e t . 11 I n  r e t u r n  f o r  s u c h  s e r v i c e s ,  t h e  t r a d i n g  c o m p a n y

9 I t  a l s o  a p p e a r s  t h a t  t h e y  m i g h t  h a v e  s e e n  a n  o p p o r t u n i t y  t o  
t r y  a n d  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 i c a n  p r o c e s s o r s .  O n e  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 r e a d  t h e  r u m o r  t h a t  B r i s t o l  B a y  s o c k e v e  
w a s  t a i n t e d  f r o m  t h e  o i l  s p i l l  i n  a n  a t t e m p t  t o  d r i v e  d o w n  t h e  
p r i c e  a n d  t h e r e b y  t o  f i n a n c i a l l y  p u n i s h  a n  A m e r i c 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 t a r y  
a i r e d  i n  A u g u s t  1 3 8 9  d e s c r i b e d  t h i s  A m e r i c a n  p r o c e s s o r  a s  o n e  w h o  
" f i g h t s  a g a i n s t  J a p a n e s e ! "  " J a p a n e s e  c a n n o t  i g n o r e  h i m . "

10 T h e  H o t e l l i n g  R u l e  s t a t e s  t h a t  a  r e s o u r c e  s h o u l d  b e  
e x t r a c t e d  a t  a  r a t a  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 i m e  a t  t h e  a p p r o p r i a t e  r a t a  o f  i n t e r e s t .

11 " L a r g e "  i s  a n  u n d e r s t a t e m e n t .  T h e  t r a d i n g  c o m p a n i e s  t o  w h o m  
w e  r e f e r  a r e  a m o n g  t h e  t e n  l a r g e s t  c o m p a n i e s  i n  t h e  w o r l d  r a n k e d  b y  
a n n u a l  s a l e s ,  a n d  a r e  c o m p a r a b l e  t o  G e n e r a l  M o t o r s  i n  s i z e .
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d e m a n d s  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 r o 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 n  t h i s  m u c h  i s  s o m e w h a t  t h e o r e t i c a l ,  t h e r e  i s  
e v i d e n c e  t h a t  b y  1 3 8 9  t h e  t w o  t r a d i n g  c o m p a n i e s  m o s t  a c t i v e  i n  
B r i s t o l  B a y  w e r e  b e c o m i n g  i n c r e a s i n g l y  c o n c e r n e d  w i t h  t h e  d i s a r r a y  
i n  t h e  A l a s k a  s i d e  c f  m a r k e t .  T h e  f o l l o w i n g  h a s  b e e n  e x t r a c t e d  f r o m  
p u b l i c  r e c o r d s ,  d o c u m e n t s  a n d  t e s t i m 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 .

S o m e  o f  t h 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 r s )  
w e r e  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 l m o n  t o  t h e  d i s m a y  o f  t h e  l a r g e r  
b u y e r s .  O n e  s u c h  b u y e r ,  H i r a n c r i  M i t s u h a s n i ,  w a s  f e a t u r e d  i n  a  1 9 8 9  
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 t a r y  o n  t h e  A l a s k a  s a l m o n  i n d u s t r y .  
P o r t r a y e d  a s  s o m e t h i n g  o f  a  g a m b l e r  a n d  m a v e r i c k ,  h e  w a s  d e s c r i b e d  
i n  t h e  d o c u m e n t a r y  i n  t h e  f o l l o w i n g  t e r m s  ( a c c o r d i n g  t o  a  m e m o r a n d u m  
d a t e d  A u g u s t  3 0 ,  1 9 3 9 ) .

" G o o d  b u y e r  c n  a  s p o t  b a s i s .  H e  e v e n  t r i e s  t o  b u y  
f i s h  a l r e a d y  b o o k e d  w i t h  o t h e r s . "

M i t s u r . a s n i  u s e 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 r o m  e t h e r s  f o r  h i s  c o m p a n y  S h i n  N i h o n  G l o b a l  
( p a r a p n r a s e )  12

" M i t s u h a s n i  a r r i v i n g  a t  B r i s t o l  3 a v .  H e  i s  s t i l l  
c o n c e r n 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  
m a y  b e  t i m e  f o r  h i m  t o  s t a r t  f i g h t i n g .  H e  g a t h e r s  
i n f o r m a t i o n .  H e  v i s i t s  m a n y  p l a n t s .  B e c a u s e  h i s  
t a c t i c s  i s  ( s i c )  s o  a g g r e s s i v e ,  o n c e  h e  a p p e a r s ,  
a i 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 i e s  h a v e  w i s h e d  t o  p u n i s h  M i t s u h a s n i  a n d  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  b y  d r i v i n g  d o w n  w h o l e s a l e  p r i c e s  i n  J a 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 l s  h a d  b e e n  m a d e  i n  B r i s t o l  B a y .  O f  
c o u r s e ,  t h e  d e s i r e  t o  p u n i s h  n o n - c o n f o r m i s t  s p o t  b u y e r s  m a y  n o t  h a v e  
b e e n  s t r o n g  e n o u g h  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  1 9 8 9  a n d  n e e d s  t o  
b e  c o n s i d 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 .

O n e  p a r t i c u l a r  e t h e r  e v e n t  w h i c h  c o u l d  h a v e  b e e n  o f  m a j o r  
i m 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 i e 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  1 9 8 9  w a s  M i t s u b i s h i ' s  
s u d d e n  e n t r y  i n t o  t h e  a r e n a  p r e v i o u s l y  d o m i n a t e d  b y  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 i e s . ' ' 3 C o n s i d e r  t h e  f o l l o w i n g  c h r o n o l o 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 n  M i t s u h a s h i ' s  c o m p a n y ,  S h i n  
N i h o n  G l o b a l ,  s u r v i v e d  t h e  i m m e d i a t e  e f f e c t s  o f  h a v i n g
" a g g r e s s i v e l y "  p u r c h a s e d  A l a s k a  s a l m o n  i n  1 9 8 8  a n d  1 9 8 9 ,  i t  w a s  
r e p o r t e d  t o  h a v e  g o n e  o u t  c f  b u s i n e s s  i n  J u n e  1 9 9 1 .

,3 M i t s u i  a n d  M i t s u b i s h i  a r e  t w o  o f  n i n e  v e r y  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 i e s .  T h e  o t h e r s  a r e  C .  I t o h ,  M a r u b e n i ,  S u m i t o m o ,

( c o n t i n u e d . . . )
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d r a w n  f r o m  J a p a n e s e  n e w s  r e p o r t s  s u m m a r i s e d  i n  m e m o r a n d a  a n d  
t e s t i m o n y :

( A u g u s t  7 ,  1 9 8 9 )  " 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 o o k e d  3 , 0 0 0  t o  1 0 , 0 0 0  m / t o n s  o f  
T r i d e n t  f i s h  a t  S 3 . 2 5  p e r  p o u n d .  . . . T h e  l o c a l
i n d u s t r y  i s  c o n c e r n e d  h o w  M i t s u b i s h i  w i l l  m a k e  
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  h a d  
b e e n  a  ' s l e e p i n g  l i o n '  f o r  a b o u t  t a n  y e a r s  . . . 
b u t  t h e y  s e e m  t o  h a v e  c h a n g e d  t h e i r  p o l i c y .  T h e y  
s e e m  t o  h a v e  b e e n  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 9 8 9 )  " I  h a v e  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  h a s  s o l d  3 , 0 0 0  t o  1 0 , 0 0 0  t o n s  B r i s t o l  
b a y  s o c k e v e  1 / 2  t o  M i t s u b i s h i  a n d  2 / 3  t o  S h i n  
M i s 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 i n  
N i s h o k u  h a d  i n s i s t e d  l o w e r  p r i c e  b u t  w a s  f o r c e d  t o  
a c c e p t  3 . 2 5  v e r y  h i g h  p r i c e  a s  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  b e  a  g a m b l e . "

( A u g u s t  2 2 ,  1 9 8 9 )  " A s  s a i d  b e f o r e ,  T o v o  R e i z o ,  4 0 -  
50% s n a r e  o w n e d  b y  M i t s u o i s h i ,  h a d  h a d  n o  s a l m o n  
b u s i n e s s  b e f o r e ,  a n d  s e e m  t o  e v e n  i g n o r e  p r o f i t  c n  
t h i s  l o t . i f  t h e y  c a n  h a n d l e  v o l u m e  t o  e x p r e s s  t h a t  
t h e y  w i l l  b e  a g g r e s s i v e  i n  s a l m o n  b u s i n e s s  i n  
f u t u r e .  '*

S u b s e q u e n t l y ,  M i t s u b i s h i  b a c k e 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 l d  f r o z e n  
s a l m 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  w a s  a b l e  t o  s e l l  t h e  f i s h  t o  
K y o k u y o ,  a t  a  m u c h  l o w e r  p r i c e  t h a n  i t  h a d  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 .

A n  i n t e r p r e t a t i o n  c f  t h i s  e p i s o d e  w h i c h  w e  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  a n  a t t e m p t  b y  M i t s u b i s h i  t o  t r o d  o n  
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 i e s  w a s  b e a t e 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  s a l m o n  p r i c e s  d o w n  t o  t h e  p o i n t  w h e r e  M i t s u b i s h i  
d e c i d e d  t o  r e t h i n k  i t s  s t r a t e g y .  I f  w e  a c k n o w l e d g e  t h a t  
n e g o t i a t i o n s  b e t w e e n  M i t s u b i s n i  a n d  T r i d e n t  b e g a n  w e l l  b e f o r e  t h e  
A u g u s t  3 d a t e  o n  t h e  f i r s t  m e m o r a n d u m ,  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  T o k y o  s o c k e v e  p r i c e s  r e g i s t e r e d  i n  J u l y  1 9 8 9  w a s  
e n g i n e e r e d  b y  t h e  d o m i n a n t  t r a d i n g  c o m p a n i e s  p a r t l y  t o  d i s c o u r a g e  
t h e  i n t r u s i o n  b y  M i t s u b i s h i  i n t o  o n e  o f  " t h e i r  m a r k e t s  ( a n d  t o  p u n i s h  
M i t s u h a s h i  a n d  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  a n d  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 i m i n g  o f  e v e n t s  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 , T c h m e n ,  K a n e m a t s u  G o s h a ,  a n d  N i c h i m 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 r u b e n i ,  a n d  C .  I t o h  a r e  b y  f a r  
t h e  l a r g e s t .
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I n  s u m m a r y ,  i f  c r . e  i s  r e  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  1 9 3 9 ,  o n e  m u s t  c h o o s e  b e t w e e n  r e c i t i n g  t h e  m a n t r a  o f  " s u p p l y  
a n d  d e m a n d "  a n d  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 v e n  y e a r s  o f  s e l f -  
i m p c s e a  r e s t r a i n t  c e r t a i n  c f  a r e  s i g n e r s  o f  t h e  1 9 8 2  c o n s e n t  d e c r e e  
u s e d  t h e  E X X O N  V A L D E Z  o i l s p i l l  a s  a  c o v e r  s t o r y  ( d i r e c t e d  m a i n l y  a t  
. A m e r i c a n  e a r s )  f o r  t h e i r  a t t a r . p t  t o  e x t e n d  a n d  c o n s o l i 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 l a s k a  s a l m o n .  3 v  f i n a n c i a l l y  w o u n d i n g  
o r  e v e n  b a n k r u p t i n g  c o m p a n i e s  s u c h  a s  S h i n  N i h c n  G l o b a l ,  a n d  b y  
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  c o m p a n i e 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  B a y  m a y  h a v e  s o u g h t  t o  b r i n g  o r d e r  ( a  
q u a l i f y  m u c h  p r i c e d  b y  t h e  J a p a n e s e )  t o  w h a t  h a d  b e c o m e  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 t h  a c 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 i c e d  b y  
t h e  J a p a n e s e  a t  t h e  p a s s a g e  b y  t h e  U n i t e d  S t a t e s  C o n g r e s s  . o f  t h e  
1 9 3 3  O m n i b u s  T r a d e  a n d  C o m p e t i t i v e n e s s  A c t .  T h e  A c t  a m e n d e d  s e c t i o n  
3 0 1  o f  t h e  1 .9 7 4  T r a d e  a n d  T a r i f f  A c t  b y  o r d e r i n g  t h e  U n i t e d  S t a t e s  
T r a d e  R e p r e s e n t a t i v e  t o  c o m p i l e  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  b y  A m e r i c a n  c o m p a n i e s .  U n d e r  w h a t  h a v e  c o m e  t o  b e  c a l l e d  
t h e  S u p e r  3 0 1  a n d  S p e c i a l  3 0 1  p r o v i s i o n s ,  C o n g r e 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 a t  p e n c e  c f  t i m 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 i m i n a t e d .  J a p a n ,  s l c n c  w i t h  B r a z i l  a n d  I n d i a  w e r e  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 r . a e r  t h e  A c t  ( M a y  1 9 3 9 )  . A f t e r  b e i n 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 r e  i n  n o  f r a m e  c f  m i n d  t o  
t a k e  s u c h  " 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 . 1*

F i n a l l y , *  w e  s h o u l d  n o t e  t h a t  t h e  r e p o r t e d  d e m i s e  a f t e r  
1 9 8 9  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  
3 a v  s o c k e v e  h a s  b e e n  o f f e r e d  a s  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 i c a n  s e n s e  o f  t h e  w o r d  i s  t h e  o r d e r  o f  t h e  d a y  i n  t h e  J a p a n e s e  
s e a f o o d  i n d u s t r y .  A l t h o u g h ,  i n  o n e  s e n s e  t h a t  s t a t e m e n t  i s  n o t
w r o n g ,  i t  m a y  g r e a t l y  m i s s  t r . e  p o i n t .  I t  i s  m o r e  l o g i c a l  t o
c o n c l u d e  f r o 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 i m e  i n  t h e  1 9 7 0 s  
a n d  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  f e w  
l a r g e  c o m p a n i e s  h a v e  m a n a g e d  t c  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 c 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 r k e t  p o w e r .

W h o  B o r e  T h e  B u r d e n  O f  T h e  P r i c e  C r a s h  o f  1 9 9 1 ?

W i t h  t n e  e x c e p t i o n  c f  t h e  3 r i s t o l  B a y  e x - v e s s e l  p r i c e s
w h i c h  a r e  s e a s o n  a v e r a g e s  o b t a i n e d  f r o m  t h e  A l a s k a  D e p a r t m e n t  c f  
F i s h  St G a m e ,  t h e  f o l l o w i n g  p r i c e  a n d  e x c h a n g e  r a t e  f i g u r e s  h a v e  b e e n  
t a k e n  f r o m  p a g e s  A - 2 3  a n d  A - 2 9  c f  T H E  J A I A N E S E  S A L M O N  M A R K E T 15.

14 T h e  w o r d 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 r o m  a  
c o l l e c t i o n  o f  r e a d i n g s  a n  t h e  e c o n o m i c  e f f e c t s  o f  t h e  1 9 8 8  O m n i b u s  
T r a d e  a n d  C o m p e t i t i v e n e s s  A c t .  S e e  A G G R E S S I V E  U N I L A T E R A L I S M :  
A M E R I C A ' S  3 0 1  T R A D E  P O L I C Y  AND T H E  W O R L D  T R A D I N G  S Y S T E M . ( J .  
B h a g w a t i  £ H . T .  P a t r i c k  ( e d i t c r s )  ( H a r v e s t e r  W h e a t s h e a f ,  N e w  Y o r k ) ,  
1 9 9 0

13 A l a s k a  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  
D i v i s i o n  o f  E c o n o m i c  D e v e l o p m e n t ,  F e b r u a r y  1 9 9 3



t o  e x a m i n e  c n e  
J a o a n e s e

l e  t h e  1 3 9 0 / 1 3 9 1  c h a n c e  i n  p r i c e s  p a i d  t o  p r o c e s s o r s  b y  
b u y e r s  c :  f r o z e n  s o c k e v e  s a l m 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 d  b y  B r i s t o l  B a y  p r o c e s s o r s  
o f t e n  i n c l u d e  p a y m e n t s  r e c e i v e d  s e v e r a l  m o n t h s  a f t e r  t h e  d a t e  o f  
s a l e .  T h i s  m a k e s  i t  d i f f i c u l t  t o  d e t e r m i n 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 r a b l e  t o  t h o s e  s h o w n  i n  t h e  t a b l e  a b o v e .  H o w e v e r ,  a n  
e x a m i n a t i o n  o f  s a l e s  r e c o r d s  s u b p o e n a e d  f o r  t h i s  i n v e s t i g a t i o n  s h o w s  
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 i d  t o  3 r i s t o l  B a y  p r o c e s s o r s  b y  
J a p a n e s e  b u y e r s .  T h e  p r i c e s  a r e  F . 0 . 3 .  A l a s k a  f o r  f o u r - s i x  p o u n d  
f r o z e n  s o c k e v e .

J u l y  1 9 9 0  5 2 . 1 0  -  5 2 . S O  p e r  p o u n d

J u l y  1 9 9 1  S 1 . 4 5  -  3 1 . 9 5  p e r  p o u n d

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  o n  J u l y  s a l e s  
c o n t r a c t s  s u g g e s t  t h a t  3 n s t o i  B a y  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 9 1  t h a t  w e r e  c n  t h e  o r d e r  o f  S O .  5 5  p e r  p o u n d  t o  S O . 3 5  p e r  
p o u n d  l o w e r  t h a n  t h e y  h a d  r e c e i v e d  t h e  p r e v i o 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 r k e t  p o w e r  t h a t  w a s  b e i n g  f e l t  b y  B r i s t o l  3 a v  
f i s h e r s  w n e .n  t h e y  w e r e  f i r s t  a s k e d  t o  a c c e p t  S O .  5 0  p e r  p o u n d  a n d  
t h e n  r e c e i v e d  S O . 7 0  p e r  p o u n d  e m a n a t e d  f r o m  t h e  J a p a n e s e  b u y e r s .  T h e  
o n - s i t e  p r o c e s s o r s  w h o  w e r e  t h e  b e a r e r s  o f  b a d  t _ u i n g s  t o  t h e  
f i s h e r s  m a y  h a v e  s i m p l y  b e e n  c o n d u i t s  t h r c u a n  w h i c h  J a p a n e s e  m a r k e t  
p o w e r  w a s  f u n n e l e d . / '

O u r  i n v e s t i g a t i o n  u n c o v e r e d  a  d o c u m e n t  t e n d i n g  t o  s u p p o r t  
t h i s  t h e o r y .  I n  a n  a g e n d a  f o r  a  D e c e m b e r ,  1 9 9 0  m e e t i n g  i n  J a p a n  
b e t w e e n  a  J a p a n e s e  b u y e r  a n d  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 t e s  c o o p e r a t i o n  b e t w e e n  b u y e r s  a n d  p r o c e s s o r s  t o  r e d u c e  
g r o u n d s  p r i c e s  f o r  t h e  1 9 9 1  s e a s o n .  T h e  a g e n d a  c o n c l u 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 :  " W e  a r e  a s s u r e  ( s i c )  t h a t  ( t h e
p r o c e s s o r )  a s  a  l e a d e r  o f  t h i s  i n d u s t r y  c a n  e s t a b l i s h  r e a s o n a b l e  F O B  
p r i c e s  b y  e n f o r c i n g  t o  c o n t r o l  t h e  g r o u n d s  p r i c e s . "  T h e  d o c u m e n t  
a c c u r a t e l y  d e s c r i b e d ,  i n  a d v a n c e ,  t h e  1 9 9 1  e m p h a s i s  o n  q u a l i t y  
c o n t r o l ,  a n d  i t  p r e s a g e d  t h e  p r i c e  c r a s h  o f  t h e  1 9 9 1  s e a s o n .  T a k e n  
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 i d e n c e  g a t h 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  c a n  b e  d r a w n  t h a t  s o m e  c o n c e r t e d  
e f f o r t  w a s  a f o o t  i n  1 9 9 1  t o  d r i v e  d o w n  g r o u n d s  p r i c e s ,  a n d  t h a t  a t  
l e a s t  s o m e  J a p a n e s e  b u y e r s  d i s c u s s e d  t h o s e  e f f o r t s  w i t h  s o m e  
p r o c e s s o r s  i n  a d v a n c e  c f  t h e  s e a s o n .

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

E V E N  1 7  T H E  1 9 9 1  D R O P  IN T O K Y O  W H O L E S A L E  P R I C E S  C A N  BE 

F U L L Y  J U S T I F I E D  BY " S U P P L Y / D E M A N D "  C O N S I D E R A T I O N S , IT 

R E M A I N S  T R U E  T H A T  T H E  D I S T R I B U T I O N  O P  T H E  R E S U L T A N T  

L O S S E S  A M O N G  J A P A N E S E  B U Y E R S ,  3 R I S T 0 L  B A Y  P R O C E S S O R S ,

A N D  A L A S K A  F I S H E R S  W A S  C R I T I C A L L Y  D E P E N D E N T  U P O N  T H E I R  
R E L A T I V E  B A R G A I N I N G  P O W E R .  T H E  E V I D E N C E  IS T H A T  A L A S K A  
F I S H E R S  C E R T A I N L Y  R A N K  L O W E S T  I N  T H I S  R E G A R D .
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Whv Did Prices Crasn In 1991?

H e r s  w e  o f f e r  w n a t  a m o u n t s  t o  a n  i n f o r m e d  c c n j e c r a r e ,  c u t : 
l i z z i e  h a r d  e v i d e n c e .  A s  p r e v i o u s l y  s t a r e d ,  t h i s  i n v e s t i c a t i o n  
g a t h e r e d  d o c u m e n t s  f r o 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 , 
a n d  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 .  W e  w e r e  n c ~  a b l e  t o  
o b t a i n  d o c u m e n t s  o r  t e s t i m o n y  d i r e c t l y  f r o m  t h e  f o r e i g n  o m p a n i e s  
t h a t  b u y  f r o z e n  B r i s t o l  3 a v  s a l m o n  f r o m  t h e  p r o c e s s o r s .

W e  b e g i n  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 ,  i n d e e d ,  a  f e w  J a p a n e s e  t r a d i n g  c o m p a n i e s  w - i r e  n e a r i n g
a  p o s i t i o n  o f  c l i g o p s o m s t i c  c o n t r o l  b y  e a r l y  1 9 9 0  w a y  d i d  b o t h
J a p a n e s e  a n d  B r i s t o l  B a y  s o c k e v e  p r i c e s  c r a s h  i n  1 9 9 1 ?  C o u l d  n o t  t h e
d o m i n a n t  c o m p a n i e s  h a v e  s i m 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 s e
m a r k e t  a n d  t n e r e n v  s l o w e d  t h e  d e c l i n e  i n  o n c s s ?* «•

T h e  S U P P L Y / D E M A N D  a n s w 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 i n a t i o n  o f  r i s i n g  s u p p l i e s  o f  c o h o  s a l m o n  f r o m  C h i l e ,  a n  
a b u n d a n t  h i g h  s e a s  c a t c h ,  a n d  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 r o m  
p r e v i o u s  y e a r s  c o m p l e t e l y  a c c o u n t s  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  m a y  e x p l a i n  w h y  p r i c e s  f e l l  a t  l e a s t  
s o m e w n a t  m  1 9 9 1 ,  b u t  f a i l  t o  e x p l a i n  w h y  t h e y  f e l l  s o  f a r  a n d  s o  
f a s t  a n d  w h y  t h e  p r i c e s  p a i d  t o  B r i s t o l  3 a v  p r o c e s s o r s  a p p e a r  t o
h a v e  f a l l e n  b y  t h e  f u l l  a m o u n t  o f  t h e  d e c l i n e  i n  T o k y o  w h o l e s a l e
p r i c e s .  W e 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  s h o w  t h a t  t h e  p r i c e  
d e c l i n e  c f  1 9 9 1  w a s  d e l i b e r a t e l y  a c c e l e r a t e d  a n d  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  o n  t h e  
J a p a n e s e  s i d e  m a y  n o t  h a v e  b e e n  c o m p l e t e  a s  o f  e a r l y  1 9 9 1 .  S o m e  o f  
t h e  s p o t  b u y e r s  w e r e  s t i l l  a c t i v e  i n  1 9 9 0  ( i n  p a r t i c u l a r  S h i n  N i h o n  
G l o b a l ,  t h e  c o m p a n y  w h o  e m p l o y e d  t h e  m a v e r i c 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 ,  a n d  M r .  S u d o ,  a  J a p a n e s e  b u y e r  w h o  i s  c r e d i t e d  b v  m a n y  
f o r  c h a n g i n g  t h e  w a y  s a l m o n  w a s  b o u g h t  d u r i n g  t h e  1 9 8 0 s ,  a n d  f o r  
b i d d i n g  u p  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  f e w  e n t r e n c h e d  
t r a d i n g  c o m p a n i e s  w o u l d  h a v e  b e e n  p l e a s e d  t o  h a v e  t h e  s p o t  b u y e r s  
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 i n g  b e h a v i o r  i n  3 r i s t o l  B a y  v e r y  m u c h  
l o n g e r .

S e c o n d ,  a  v e r y  l a r g e  h i g h  s e a s  s a l m 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 9 1 .  T h i s  w a s  t h e  l a s t  s e a s o n  d u r i n g  
w h i c h  t h e  J a p a n e s e  w o u l d  b e  a l l o w e d  t o  l e g a l l y  h a r v e s t  h i g h  s e a s  
s a l m o n .  T h e  l a r g e  h i g h  s e a s  c a t c h  c l e a r l y  p u t  d o w n w a r d  p r e s s u r e  o n  
a i l  s a l m o n  p r i c e s .  ( T h e  h i g h  s e a s  s a l m 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  a n d  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  w a s  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 l m o n .  O n e  c o m p a n y  t h a t  h a s  r e p o r t e d l y  g o n e  c u t  
o f  b u s i n e s s  a f t e r  t h e  c r a s h  o f  1 9 9 1  h a d  b e e n  s u s p e c t e d  o f  i l l e g a l l y  
p u r c h a s i n g  h i g h  s e a s  s a l m o n  f r o m  t h e  N o r t h  K o r e a n s  a n d  f r o m  t h e  
P e o p l e s '  R e p u b l i c  o f  C h i n a  ( a c c o r d i n g  t o  a  J u l y  1 9 9 1  m e m o r a n d u m ) .  
W i t h  t h e  1 9 8 2  c o n s e n t  d e c r e e  s a t  t o  e x p i r e ,  c o m p a n i e 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  3 a v  m a r k e t  w o u l d  c l e a r l y  n o t  h a v e  
b e e n  h a p p y  h a d  i t  b e c o m e  c o m m o n  k n o w l e 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 f o o d  b u y e r s  w e r e  v i o l a t i n g  t h e  r e c e n t l y  s i g n e d  h i g h  s e a s  
s a l m o n  a c c o r d  b y  i l l e g a l l y  b u y i n g  h i g h  s e a s  s a l m o n  f r o m  o t h e r



c o u n t r i e s .  P u n i s h m e n t  c f  i l l e g a l  t r a d e r s  b y  d e p r e s s i n g  p r i c e s  w o u l d  
" . c t  n a v e  b e e n  u n p r e c e d e n t e d .

T h i r d ,  T r i d e n t  S e a f o o d s  ( o w n e d  b y  C O N A G R A ,  a l a r g e  
A m e r i c a n  f o o d  m a n u f a c t u r e r ;  w a s  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  1 9 8 9  s a l e s  c o n t r a c t ,  a n d  m a y  h a v e  b e e n  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 r s  f r o m  a s e r i e s  o f  m e m o r a n d a  t h a t ,  a f t e r  f i r s t  
b u y i n g  t h e  1 9 8 9  f i s h  t h a t  T r i d e n t  h a d  o r i g i n a l l y  " s o l d "  t o  
M i t s u b i s h i ,  X v o k u y c  w e n t  o n  t o  a l s o  m a r k 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  s a l m o n  i n  1 9 9 0  a n d  1 9 9 1  a n d  o n  s e v e r a l  o c c a s i o 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  a s  s h o c k i n g l y  l e w  p r i c e s ,  
" o r  e x a m p l e  ( O c t o b e r  1 9 ,  1 9 9 0 ) :

" A s s i s t a n t  m a n a g e r  o f  X y c k u v c ' s  S a p p o r o  o f f i c e  
. . . a n d  t o l d  h i m  t h a t  X y o k u y o  m i g h t  b e  a b l e  t o  
m o v e  s o m e  T r i d e n t  f i s n  a t  8 5 0  l e v e l .  . . . S o m e  
c u s t o m e r s  w n o  h a d  b o u g n t  c u r  f i s h  h a v e  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 r d  X y o k u y o 7 s  e x t r e m e l y  
l o w  p r i c e . "

A l s o  ( O c t o b e r  2 4 ,  1 9 9 0 ) :

" ( a  r e p r e s e n t a t i v e )  c f  X y o k u y o ,  T o k y o  f i r m l y  t o l d  
i - m  . . . t h a t  X y o k u y o  i s  w o r k i n 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  a n y  r i s k s  f o r  X y o k u y o . "

F i n a l l y  ( O c t o b e r  2 5 ,  1 9 9 0 ) :

" h e a r d  f r o m  h i m  ( t h e  r e p r e s e n t a t i v e  o f  X y o k u y o )  
t h a t  X y o k u y o  . . . d e c i d e d  t o  l o 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 i n g  t h a t  
m a r k e t  w o u l d  b o t t o m  a n d  t o  s e e  r e a c t i o n . "

F r o m  t h e  d o c u m e n t a t i o n  t h a t  i s  a v a i l a b l e  i t  s e e m s  t h a t  
X y o k u y o  m a y  h a v e  b e e n  t a k i n g  a d v a n t a g e  o f  t h e  f a c t  t h a t  e t h e r  
J a p a n e s e  b u y e r s  w e r e  r e l u c t a n t  t o  h a n d l e  T r i d e n t  f i s h  i n  t h e  w a k e  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  1 9 8 9  c o n t r a c t  w i t h  T r i d e n t .  X y o k u y o  
a p p a r e n t l y  h a d  t h e  f i s h  o n  c o n s i g n m e n t  a n d  s i m p l y  t o o k  a  b r o k e r a g e  
f e e  f o r  t h e i r  s e r v i c e s .  ( S e e  t h e  a b o v e  r e f e r e n c e  t o  " w i t h o u t  a n y  
r i s k s  f o r  X y o k u y o . " )  C e r t a i n l y ,  s a l e  o f  t h e  T r i d e n t  f i s h  p u t  s o m e  
a d d i t i o n a l  d o w n w a r d  p r e s s u r e  c n  m a r k e t  p r i c e s  a n d  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  J a p a n e s e  f o u n d  t h e m s e l v e s  i n  S e p t e m b e r  1 9 9 0  
w i t h  a n  I n d o n e s i a n  c o m p a n y  o p e r a t i n g  i n  t h e i r  w h o l e s a l e  s a l m o n  
m a r k e t s .  T h e  c o m p a n y ,  I k a m u a a ,  h a d  c l o s e d  t h e  d e a l  t o  p u r c h a s e  
O c e a n  B e a u t y  S e a f o o d s  f r o m  S E A L A S K A  C o r p o r a t i o n  i n  S e p t e m b e r  1 9 9 0 .  
A l o n g  w i t h  O c e a n  B e a u t y ' s  U . S .  o p e r a t i o n s  c a m e  a  J a p a n e s e  m a r k e t i n g  
u n i t ,  X a b u s h i k i  X a i s n a  S E A L A S K A  J a p a n ,  n o w  K a b u s h i k i  X a i s h a  O c e a n  
B e a u t y .  A l t h o u g h  w e  h a v e  s e e n  n o  e v i d e n c e  t h a t  w o u l d  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 c h  a s  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 i e s  c o w a r d  
t h e  e n t r y  o f  a n  I n d o n e s i a n  f i r m  i n t o  t h e i r  h o m e  m a r k e t s ,  o u r  i n i t i a l  
a s s u m p t i o n  w o u l d  h a v e  t o  b e  t h a t  t h e y  w e r e  l e s s  t h a n  p l e a s e d .
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I k a m u d a  a p p a r e n t l y  r e c e i v e d  c o n s i d e r a b l e  s u p p o r t  f r o m  t h e  I n d o n e s i a n  
g o v e r n 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  S E A L A S K A .

I n  s u m m a r y ,  w e  c a n  t h e n  i d e n t i f y  f o u r  r e a s o n s  w h y  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  1 9 9 1  n a y  n o t  h a v e  b e e n  u n w e l c o m e  
t o  a n d  m a y  h a v e  b e e n  n u d g e d  a l o n g  b y  t h e  d o m i n a n t  t r a d i n g  c o m p a n i e s :
( 1 )  a  d e s i r e  t o  p u n i s h  i f  n e t  e l i m i n a t e  s p o t  b u y e r s  s u c h  a s  S h i n  
N i h o n  G l o b a l  f o r  o v e r  a g g r e s s i v e  b e h a v i o r  i n  B r i s t o l  B a y ,  (2> a 
s i m i l a r  d e s i r e  t o  p u n i s h  a  n e w  b a n k r u p t  c o m p a n y  f o r  i l l e g a l  b u y . e g  
o f  h i g h  s e a s  s a l m 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 t ,  b e  s o l d  
a t  l o 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 , 1' a n d  4 )  u n h a p p i n e s s  a t  t h e  e n t r y  o f  a 
g o v e r n m e n t  s u p p o r t e d  I n d o n e s i a n  f i r m ,  I k a m u d a ,  i n t o  t h e  J a p a n e s e  
w h o l e s a l e  s a l m o n  m a r k e t .

A l t h o u g h  t h e s e  f o u r  r e a s o n s  h a r d l y  a c c o u n t  o n  t h e i r  o w n  
f o r  t h e  c r a s h ,  t h e y  m a y  e x p l a i n  w h y  o n c e  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 e l l  s o  f a r  a n d  s o  f a s t .  L o s s e s  w e r e  c e r t a i n l y  i n c u r r e d  b y  
J a p a n e s e  b u y e r s  i n  1 9 9 1 ,  b u t  t h e  l o s s e s  w o u l d  n o t  h a v e  b e e n  
u n m a n a g e a b l e  t o  t h e  l a r g e r  c o m p a n i e s  a n d  m a y  h a v e  b e e n  i n t e n t i o n a l l y  
i n f l i c t e d  o n  t h e  s m a l l e r  b u y e r s  f o r  t h e  r e a s o n s  c i t e d  a b o v e .  T h e  
a c o v e  d i s c u s s e d  a g e n d a , w h e r e i n  t h e  b u y e r  e x n 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  o u v e r s  t o  d r i v e  d o w n  g r o u n d s  p r i c e s  s h o w s  t h a t  a n  
o v e r r i d i n g  a b j e c t i v e  o f  s e m e  b u y e r s  w a s  t o  d r i v e  d o w n  t h e  p r i c e s  a s  
f a r  a s  p o s s i b l e ,  a n d  i t  s h o w s  a  l a c k  o f  q u a l m s  a b o u t  u s i n g  c o l l u s i o n  
t o  d o  i t .

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

E V E N  I P  T H E  19 91 D R O P  IN T O K Y O  W H O L E S A L E  P R I C E S  C A N  B E  

F U L L Y  J U S T I F I E D  B Y  " S U P P L V / D E M A N D "  C O N S I D E R A T I O N S , IT 
R E M A I N S  T R U E  T H A T  T H E  D I S T R I B U T I O N  O F  T H E  R E S U L T A N T  

L O S S E S  A M O N G  J A P A N E S E  3 U Y Z R S , B R I S T O L  B A Y  P R O C E S S O R S ,
A N D  ALASKA. F I S H E R S  W A S  C R I T I C A L L Y  D E P E N D E N T  U P O N  T H E I R  
R E L A T I V E  B A R G A I N I N G  P O WER. T H E  E V I D E N C E  IS T H A T  A L A S K A  

F I S H E R S  C E R T A I N L Y  R A N K  L O W E S T  IN T H I S  R E G A R D .

E C O N O M I C  I N D I C A T O R S  OF P R I C E  F I 2 I N G  B Y  T H E  J A P A N E S E

B e c a u s e  o u r  i n v e s t i g a t i o n  f o c u s e d  o n  3 r i s t o l  3 a v  
p r o c e s s o r s ,  v e r y  l i t t l e  h a r d  e v i d e n c e  s h o w i n 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 )  o n  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 l d  n o t  b e  t a k e n  a s  g r o 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 i c  p r o c e s s o r s  a r e  s u s p e c t e d  o r  
t h a t ,  t o  t h e  e x t e n t  i t  m i g n t  h a v e  o c c u r r e d ,  d o m e s t i c  p r i c e  f i x i n g  i s  
t h e  m o r e  s e r i o u s  p r o b l e m .  I n 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  n o w  ( 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 3  p e r i o d )  s i m p l y  p r i c e  t a k e r s  w h e n

17 I n  t h e  1 9 8 9  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 t a r y  r e f e r r e d  t o  
e a r l i e r  C h u c k  3 u n a r a n t  w a s  d e s c r i b e d  a s  " 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 . "  T h e  p r o g r a m  i t s e i f  h a d  a s  o n e  o f  i t s  r e p o r t e d  p u r p o s e s  
t o  " s h o w  y o u  c l o s e l y  h o w  t h e  U . S .  a n d  J a p a n e s e  w i l l  f i g h t  f o r  
s a l m o n . 11
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"bargaining" with tne Japanese, and that even thougn they may have 
the upper hand when dealing with fishers, there is relatively little 
surplus left to extract at that point.

T h e r e  i s  s t r o n g  c i r c u m s t a n t i a l  e v i d e n c e ,  a s  s h o w n  b y  
e c o n o m i c  a n a l y s i s ,  t h a t  t h e  J a p a n e s e  u s e d  t h e i r  m o n c p s c n i s t i c  p o w e r  
( o r  a t  l e a s t  o l c c c p s o n i s t i c  m a r k e t  p o w e r )  t o  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 .  T h e  f a c t  t h a t  b o t h  t h e  p r i c e  p a i d  t o  B r i s t o l  
3 a y  p r o c e s s o r s  a n d  t h e  p r i c e s  p a i d  t o  B r i s t o l  B a y  f i s h e r s  f e l l  i n  
1 9 S 1  b y  n e a r l y  t h e  e n t i r e  a m o u n t  b y  w h i c h  t h e  T o k y o  w n o i e s a l e  p r i c e  
f e l l  i s  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  t o  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 .  ( S e e  t h e  t a x t  f a b l e  o n  p a g e  1 5 ,  a b o v e . )  I n  a  
s i t u a t i o n  i n  w h i c h  b o 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  h a d
e q u a l  b a r g a i n i n g  p o w e r ,  o n e  w o u l d  e x p e c t  t h a t  s o m e  p o r t i o n  o f  t h e
d e c l i n e  i n  w h o l e s a l e  p r i c e s  w o u l d  b e  p a s s e d  o n t o  s u p p l i e r s ,  b u t  n o t  
t h e  e n t i r e  a m o u n t ,  n o r  e v e n  n e a r l y  t h e  e n t i r e  a m o u n t . ;s

W e b e l i e v e  o n  t h e  b a s i s  o f  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  t h e  m a i n t a i n e d  h y p o t h e s i s  f o r  p u r p o s e s  o f  A l a s k a  
p o l i c y  f o r m u l a t i o n  i n  f i s h e r i e s  m a r k e t s  ( t h e  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  i f  i s  d i s p r o v e d )  s h o u l d  b e  t h a 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  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  d o e s  n e t  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  o f  t h i s  
p o i n t ,  b u t  t h e  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  a t  l e a s t  m a k e  i t  c l e a r  t h a t  t h e  p o i n t  i s  n o t  b e i n g  m a d e  f o r  t h e
f i r s t  t i m e  i n  t h i s - ,  r e p o r t .

" Y e t  w h e n  i t  c o m e s  t o  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  a r e  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  o r  w a n t  t o  r e a c h  t h e
s a m e  o b j e c t i v e s ,  t h e y  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  j o i n  f a r c e s .  E v e n  i n f o r m a t i o n  i s  a c t i v e l y
s h a r e d  f o r  m u t u a l  b e n e f i t ,  s o  l o n g  a s  i f  i s  n o t  
d i r e c t l y  c o m m e r c i a l  a n d  p r o p r i e t a r y .  I n  f a c t
c o m p a n i e s  g o  s o  f a r  a s  t o  f o r m  j o i n t  v e n t u r e s
a b r o a d .  T h i s  n e e d  t o  c o l l a b o r a t e  n o  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  t o  c l u s t e r  t o g e t h e r  i n  a  g i v e n  
l o c a t i o n  o v e r s e a s . " 19

:a T o  b e  a  l i t t l e  t e c h n i c a l ,  t h e  n e o c l a s s i c a l  t h e o r y  o f  s u p p l y  
a n a  d e m a n d  t a i i s  u s  t h a t  a f t e r  a d r o p  i n  t h e  p r i c e  r e c e i v e d  f o r  
s o m e t h i n g  i t  s e l l s ,  a  f i r m  w i l l  a t t e m p t  t o  p a s s  o n  t h e  e n t i r e  p r i c e  
d e c l i n e  t o  i t s  s u p p l i e r s .  I n  g e n e r a l  t h e  f r a c t i o n  c f  t h e  p r i c e  
d e c l i n e  w h i c h  i s  p a s s e d  o n  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  o f  s u p p l y  a n a  d e m a n d  i n  t h e  m a r k e t  w h e r e  t h e  f i r m  ( i n  
t h i s  c a s e  t h e  J a p a n e s e  b u y e r  o f  A l a s k a  f i s h )  p u r c h a s e s  i t s  r a w  
p r o d u c t .  O n l y  i f  t h e  f i r m ' s  s u p p l i e r s  ( i n  t h i s  c a s e  t h e  A l a s k a  
p r o c e s s o r s )  a r e  i n  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  t o  
s e e  a i l ,  o r  a l m o s t  a l l ,  o f  t h e  p r i c e  d e c l i n e  p a s s e d  o n .

•9 B y  w a y  o f  e x a m p l e ,  a  l o n g  t i m e  o b s e r v e r  o f  t h e  B r i s t o l  B a y  
m a r k e t  t o l d  u s  t h a t  s h a r i n g  o f  t e c h n i c a l  i n f o r m a t i o n  i s  c o m m o n

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



( K i y o s n i  K o j i m a  £ T e r a t o m a  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  C F  E C O N O M I C  D E V E L O P M E N T , O E C D  D e v e l o p m e n t  C e n t e r ,  P a r i s  
1 9 8 4 )  p a g e  2 2 . :o

A  1 9 9 2  i n c i d e n t  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  3 r i s t o l  3 a v  
p r o c e s s o r s  m a y  b e  i l l u s t r a t i v e  o f  t h i s  t y p e  o f  c o o p e r a t i o n .  
A c c o r d i n g  t o  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 i a  t h e i r  e a r l y  3 r i s t o l  B a y  p r o d u c t i o n ,  i n  _ . p a n ,  a t  
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  r a t e .  3 e r o r s  
t h e  s a l e ,  B r i s t o l  B a y  s o c k e y e s  w e r e  s e l l i n g  a t  a  r e l a t i v e . . /  s t r o n g  
p r i c e  o f  a b o u t  1 , 0 6 0  T e n  p e r  k i l o g r a m .  T h e  s a l e  a t  b e l o w  m a r x e t  
r a t e s  h a d  t h e  e f f e c t  o f  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 v 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  t o  a b o u t  9 0 0 .  S i n c e  t h e  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 a i l i n g  t h e  e a r l y  p r o d u c t i o n  t o  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 o 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  l o s e  m o n e y  i n  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  t h e  l o w e r  m a r k e t  p r i c e  f o r  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  c f  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  a t  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  p r i c e ,  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  t o  
p a y  B r i s t o l  B a y  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  f o r  t h e  r e s t  o f  
t h e  s e a s o n .  A c c o r d i n g  t o  t e s t i m o n y ,  t h i s  w a s  n o t  a n  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  o f  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  t o  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  
b e  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  i n  a n  A m e r i c a n  f r a m e w o r k .  
M u c h  o f  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  o f  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 . ,  1 9 9 0 ) ,  H .  P a t r i c k  a n d

H .  R o s o v s k y ,  A S I A ' S  N EW  G I A N T  * ( 3 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 g  J a p a n e s e  c o m p a n i e s  i n  3 r i s t o l  3 a v .  H e  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  i n  p r o c e s s i n g  p l a n t s  p u r s u a n t  t o  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 a  p r o c e s s o r s  f o r  t h e  p r e p a r a t i o n  o f  
s u j i k o  ( s a i m o n  r o e ) ,  u s e  t h e i r  p r e s e n c e  i n  t h e  p l a n t s  t o  
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  o n  h o w  m u c h  s a l m o n  i s  b e i n g  
p r o c e s s e d  i n  e a c h  p l a n t ,  a n d  h o w  i t  i s  p r o c e s s e d  —  c a n n e d  o r  
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  i s  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  t o  m a k e  w e l l  i n f o r m e d ,  
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  
( O E C D )  i s  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 a r m e d  b y  t r e a t y  t o  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  i n  i t s  m e m b e r  c o u n t r i e s ,  w h i c h  a r e :  
A u s t r a l i a ,  A u s t r i a ,  3 e l g i u m ,  C a n a d a ,  D e n m a r k ,  F i n l a n d ,  F r a n c a ,  
G e r m a n y ,  G r e e c e ,  I r e l a n d ,  I t a l 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 ,  S p a i n ,  S w e d e n ,  
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  S t a t e s .
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D . C . ,  1 9 7 6 )  a n d  t h e  p u b l i c a t i o n  b y  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  t h e  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  i n  m e  U n i t e d  S t a t e s  i s  i n  t h e  p r i m a c y  o f  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  t o  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  t o  t h e  s e m i - e x c l u s i o n  o f  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 n a r p i v  w i t h  t h e  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 r . a s i s  i s  p l a c e d  c n  c o n s u m e r  p r o t e c t i o n  a n d  t h e  d e v e l o p m e n t  c f  
s m a l l  b u s i n e s s .  D e s p i t e  t h e  e f f o r t s  o f  t h e  p o s t  W o r l d  W a r  I I  
A m e r i c a n  o c c u p y i n g  f o r c e s  i n  o b t a i n i n g  a n t i - m o n o p o l y  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  i n  J a p a n .  3 y  t h e  m i d - 1 9 7 0 s  
t h e i r  n u m o e r  e x c e e d e d  n i n e  h u n d r e d ,  a n d  i t  r e m a i n s  l a r g e  t o d a y .  
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  c e  f a r m e d  f o r  o n i 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  i n  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  
t o  b e  i n  t e m p o r a r y  r e c e s s i o n .  O t h e r  l e g a l  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  
A C T ,  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  A C T ,  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  A C T .

I n  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  b e  m o r e  d i r e c t l y  
r e l e v a n t  t o  t h e  p r c o l e m  f a c e d  b y  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 t e d  t h e  f a l l o w i n g  c o n c l u s i o n  i n  h i s  r e c e n t l y  p u b l i s h e d  s t u d y .

" 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  t o  
b e  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  f a r  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 e 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 ,  t h e  
s t r o n g  s e n s e  o f  h i e r a r c h y  ( i n  w h i c h  f o r e i g n  
p r o d u c t s  a n d  f i r m s  a r e  r e l e g a t e d  t o  l e w  
p r i o r i t i e s )  e x p l i c i t  o r  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  o r  
e n c o u r a g e m e n t )  a n d  t h e  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  i s  a g r o u p  t o  b e  p r o t e c t e d  f r o m  
f o r e i g n  p r o d u c t s  a r e  d a u n t i n g  o b s t a c l  '•s t o  b e  
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 ,  o p  c i t ,  p a g e s  9 9 - 1 0 0 )

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  a s  
c l e a r l y  a s  i t  c a n  b e  s t a t e d .

" 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 e v  
m o n c p s o n i s t i c  p o s i t i o n s  i n  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  a n d  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  a s  a  r e s u l t  o f  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  t o  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  c i t ,  p a g e  6 2 )

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  o f  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  i s  o f  i n t e r e s t  h e r e  i s  t h e  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  t o  t h e  p r e - w a r  i d  W a r  I I  z a ib a ts 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  o f  a l a r g e  n u m b e r  o f  c o m p a n i e s  l i n k e d  b y



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 a n t e r e d  a b o u t  a  m a j o r  b a n k .
T h e  s i x  l a r g e s t  . < a i r s t . 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  t h e  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  a r e
M i t s u i ,  M i t s u b i s h i ,  S u m i t o m o ,  F u y o ,  S a n w a ,  a n d  I k k a n .  N o t h i n g  l i k e
t h e  k e ir e z 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  i n  t h e  U n i t e d  S  i t e s
o r ,  f o r  t h a t  m a t t e r ,  i s  l e g a i  i n  t h e  U n i t e d  S t a t e s .  I n t e r - 1 - ,  c i n g
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  a s  t h a t  f o u n d  i n  t h e  k e i r e t s v  ; e r e
D r o h i b i t e d  i n  t h e  U n i t e d  S t a t e s  b v  t h e  C l a v t o n  A c t  o f  1 9 1 4 . ::* • -

T h e  p o i n t  o f  t h i s  b r i e f  r e c i t a t i o n  o f  J a p a n e s e  er  . a s i s  
o n  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  i s  i m p i v  
t h i s :  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  a s  M i t s u i  a n d  M a r u b e n i  c m e n c 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  i s  n a i v e  a n d  r . - o f c a b l y  
d e t r i m e n t a l  t o  t h e  A l a s k a n  e c o n o m y .  A n d  y e t  t h i s  i s  i n a e e a  t h e  
a r g u m e n t  p u t  f o r t h  b y  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  a n  
i m p l i c i t  b a s i s  f o r  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 n  a s  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 .  
B a s e d  o n  o u r  i n v e s t i g a t i o n ,  w e  s u g g e s t  t h a t  f u r  t h e  p u r p o s e s  o f  
d e t e r m i n i n g  a n  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 ,  t h e  
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  b e  t h a t  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  
t o w a r d  u s  i n  a  m a n n e r  w h i c h  i s  e n t i r e l y  c o n s i s t e n t  w i t h  h o w  t h e y
b e h a v e  t o w a r d  a l l  o f  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  E I 2 I N G  3Y B R I S T O L  3 A Y  P R O C E S S O R S ?

A t  t h e  o u t s e t ,  w e  w i s h  t o  m a k e  i t  c l e a r  t h a t  w e  f o u n d  n o
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 .  B u t  
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  o f  t h e  B r i s t o l  B a y  
m a r k e t  i s  v e r y  m u c h  a n  o l i g o p o l y  b e c a u s e  t h e  s a m e  f e w  f i r m s  
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  o f  t h e  a n n u a l  p r o d u c t i o n .  A s  
d i s c u s s e d  b e l o w ,  i t  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  t o  s h o w  a n  a n t i t r u s t  v i o l a t i o n ,  i f  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  1 9 7 5 ,  t h e  f i r s t  y e a r  o f  l i m i t e d  e n t r y  i n t o  t h e  
3 r i s t o l  B a y  s o c k e v e  s a l m o n  f i s n 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  1 9 3 5  a n d  1 9 9 0  t h e  s i x  
i a r g e s t  b u y e r s  o f  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  a t  l e a s t  5 1  p e r c e n t  o f  t h e  t o t a l  p o u n d s  p r o c e s s e d .  I n  m o s t  
o f  t h o s e  y e a r s ,  f o u r  f i r m s  a c c o u n t e d  f o r  50% o f  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  t o  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  o f  t h e  t o t a l  3 r i s t o i  B a y  h a r v e s t  p r o c e s s e d  b y  
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 .

:1 F o r  a  d i s c u s s i o n  o f  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  I t o ,  T H E  J A P A N E S E  E C O N O M Y  ( M I T  P r e s s ,  C a m b r i d g e  M a s s . )
1 9 9 2 .  B u t  e v e n  t h i s  a u t h o r  m a k e s  i t  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  i n  t h e  U n i t e d  S t a t e s  a r e  c o m m o n  i n  
J a p a n .
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S h a r e  o f  B r i s t o l  B a y  S o c k e v e  P r o d u c t i o n  
( p e r c e n t  c :  t o t a l  p r o d u c t i o n )

P r o c e s s o r 1 9 8 5 1 9 8 6 1 9 8 7 1 9 8 8 1 9 8 9 1 9 9 0

A 1 6 . 1 10 . 3 13 . 6 5 . 4 3 . 9 1 0 .  1
3 9 . 3 3 . 9 1 0 .  5 6 . 7 7 . 4 7 . 5
C 4 . 3 9 . 7 1 2 . 0 2 . 2 5 . 3 6 . 9
D 1 6 . 0 1 0 .  5 9 . 6 1 1 . 2 1 3  . 9 N A
w 2 0 . 9 1 1 . 5 13 . 9 1 4  . 0 13 . 3 1 6 . 5

N A NA NA 1 7  . 4 9 . 4 1 5 . 3
T O T A L 6 7  . 4 5 0  . 9 59 . o 5 7 . 9 6 3 . 7 5 6 . 3

S O U R C E :  C o m p i l e d  f r o m  d a t a  p r o v i d e d  b y  t h e  A l a s k a  D e p a r t m e n t  c f  F i s h  
i  G a m e ,  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  o f  t h e  p r o c e s s o r s  a c t i v e  i n  B r i s t o l  B a y
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  a n a  t h e n  e i t h e r  f r e e z e  f o r  f u r t h e r  s a l e
t o  t h e  J a p a n e s e ,  o r  c a n  f o r  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  o r  u n d e r  t h a t  o f  a  l a 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  o f  
B r i s t o l  B a y  s o c k e v e  i s  s o l d  f r e s h  o r  c u r e d .  W i t h  f e w  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  f i s h  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  o f  w h i c h  a r e  v n c i l y  o r  p a r t i a l l y  o w n e d  b v  t h e  b u y e r s .

I t  i s  c l e a r  f r o m  t h e  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  o f
p r o c e s s o r s  i s  r e s p o n s i b l e  f o r  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  
f r o m  a  l a r g e  n u m b e r  o f  3 r i s t o l  B a y  s o c k e v 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  o f  t h i s  s o r t ,  w h i l e  n o t  i n  i t s e l f  p r o o f  c f  c o l l u s i o n  
o r  p r i c e  f i x i n g ,  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  e rr  o l i g o p s o n i s t i c  
c o o r d i n a t i o n  o f  p r i c e s .  I n  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  o f  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  o f  
s e l l e r s ,  t h e  t e m p t a t i o n  t o  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 .

I t  i s  w o r t h  e m p h a s i z i n g  t h a t  i n  a n  o l i g o p o l y ,  o n l y  a  f e w  
f i r m s  n e e d  t o  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  f o r  m a r k e t  p o w e r  t o  e x i s t .  
I n  t h i s  i n v e s t i g a t i o n ,  w e  s a w  n o  e v i d e n c e  o f  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 ,  b y  m o s t  o f  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  l e a d  w h e n  s e t t i n g  p r i c e s ,  a n d  h a v e  n e i t h e r  t h e  
m e a n s  n e t  t h e  i n c l i n a t i o n  t o  d o  o t h e r w i s e .

I n  a d d i t i o n  t o  t h e  f a c t  t h a t  a  s m a l l  n u m b e r  o f  p r o c e s s o r s  
b u y  b e t w e e n  o n e - h a l f  a n d  t w o - t h i r d s  o f  t h e  h a r v e s t  e a c h  y e a r  f r o m  a  
l a r g e  n u m b e r  c f  s e l l e r s ,  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  i t ,  t h e r e  i s  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  b y  p r o c e s s o r s  i n  t h e  3 r i s t o l  3 a v  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  o f  s t a t i s t i c a l  e v i d e n c e  i s  t h e  f a c t  n o t e d  
a b o v e  t h a t  t h e  i n i t i a l  1 9 9 1  p r i c e s  o f f e r e d  t o  B r i s t o l  3 a y  f i s h e r s  
f e l l  b y  t h e  e n t i r e  a m o u n t  o f  t h e  1 9 9 0 - 1 9 9 1  a v e r a g e  d e c l i n e  i n  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 -  
o f  A l a s k a  i n t e r v e n e d  i n  n e g o t i a t i o n s .

T h e  s e c o n d  i s  t h e  f a c t  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  t o  f i s n 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  
p r : ' . c e s )  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  o f  t h e
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r e l a t i o n s h i p  b e t w e e n  t h e  f o r e c a s t  c f  r u n  s i t e  a n d  t h e  a c t u a l  s i z e  o f  
t h e  r u n . -  I n  y e a r s  w h e n  t h e  a c t u a l  r u n  c a m e  i n  h i g h e r  t h a n  t h e  
f o r e c a s t e d  r u n ,  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 t  p r i c e s  t o  d e c l i n e  
a s  i t  b e c a m e  c l e a r  t h a t  t h e  r u n  w a s  l a r g e r  t h 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  i n  y e a r s  w h e n  p r i c e s  o n  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  i s  t h a t  t h e  B r i s t o l  ' a y  
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  l o n g  u s e d  t h e i r  p o w e r  t o  i o n -  o l  
p r i c e s  i n  a  w a y  t h a t  f o r c e s  f i s h e r s  t o  i n s u r e  p r o c e s s o r s  g a  s t  
e v e r  f i n d i n g  o u t  t h a t  t h e y  h a v e  p a i d  t o o  h i g h  a  p r i c e  f t -  e  _ - ly  
s e a s o n  s a l m o n .

T h e  i s s u e  o f  a l 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  i n  d e t a i l  b y  D a v i d  R e a u n e  i n  a  p a p e r  e r . " i t l e d  " O n  
T h e  F i n a n c i a l  R i s k  B o r n e  B y  B r i s t o l  B a y  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  i t s  a n a l y s i s  c 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 v  s a l m o n  b u y e r ,  a n d  w a s  c r i t i c i z e d  f o r  t h a t  f a c t .  
I n f o r m a t i o n  o b t a i n e d  f r o m  B 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  t h i s  
i n v e s t i g a t i o n  v e r i f y  t h a t  e v e n  t h e  p r i c e s  p a i d  b y  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  s e a s o n .  T h i s  i s s u e  w i l l  b e  
d i s c u s s e d  i n  a d d i t i o n a l  d e t a i l  i n  t h e  n e x t  s e c t i o n  o f  t h i s  r e p o r t .  
O n e  p o i n t  m a d e  t h e r e  i s  t h a t  p c 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  
t o  f i s h e r s  s i n c e  1 9 8 5  d o  n o t  a p p e a r  t o  c o m p e n s a t e  f o r  t h e  l o w e r  
p r i c e s  r e c e i v e d  b y  f i s h e r s  i n  t h e  f i r s t  o n e - t h i r d  t o  o n e - h a l f  o f  t h e  
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  i s  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  t o  
t h e  p r o c e s s o r s  i n  a  w a y  t h a t  w o u l d  n e t  o c c u r  i n  a  c o m p e t i t i v e  
m a r k e t .

I n  a n  i n t e r e s t i n g  a n a  i m p o r t a n t  c o n t r i b u t i o n  t o  o u r  
u n d e r s t a n d i n g  o f  c o l l u s i v e  b e h a v i o r ,  S t e v e n  C .  S a l o p  h a s  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  t h a t  ( C r e d i b l y )  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  h e  i d e n t i f i e s  a r e  d e s i g n e d  t o  
p r o m o t e  ( 1 )  i n f o r m a t i o n  e x c h a n g e ,  a n d  ( 2 )  i n c e n t i v e  m a n a g e m e n t  s o  
t h a t  c o l l u s i v e  a g r e e m e n t s  c a n  b e  e s t a b l i s h e d  a n d  e n f o r c e d .  H e  l i s t s  
t h e  f o l l o w i n g  p r a c t i c e s  a s  " c l a s s i c  e x a m p l e s  o f  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  o f  p r i c e  q u o t a i ,: i o n s

a d v a n c e  n o t i c e  o f  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  i n  1 9 8 9  t h e  y e a r  o f  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  f r o m  t h e  a u t h o r  o r  f r o m  t h e  A n c h o r a g e  
o f f i c e  o f  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 .  S a l o p ,  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 ,  t h e  
c h a p t e r  s o  t i t l e d  a p p e a r s  a s  c h a p t e r  9 i n  S t i g l i t z ,  I . E .  a n d  
M a t h e w s o n  G .  F r a n k ,  *NEW D E V E L O P M E N T S  I N  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 ,  ( M I T  P r e s s ,  C a m o n d g e ,  M a s s . )  1 9 8 6  A s  m e n t i o n e d  i n  a n  
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  h a s  r e c o g n i z e d  t h a t  m a n y  o f  t h e s e  
p r a c t i c e s ,  w n e n  s h o w n  t o  e x i s t  t o g e t h e r ,  c a n  b e  s u f f i c i e n t  p r o o f  t o  
s u p p o r t  a  f i n d i n g  o f  a n  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  3 a n k  o f  O r e g o n . 3 1 5  F 2 d  5 2 2 ,  5 2 4 - 5  ( 9 t h  C i r .  1 9 8 7 )  .
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E x a m p l e s  c f  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  i n c l u d e :  

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  i n  3 r i s t o l  3 a y  w h i c h  a r e  n o t  
i d e n t i f i e d  b y  S a l o p ,  b u t  w n i c h  a r e  e f f e c t i v e  i n  m a i n t a i n i n g
o l i g c 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
b e  c o n s i d e r e d  b y  t h e  c o u r t s  a r e :

t h e  p a y m e n t  c f  b o n u s e s  t o  f i s h e r s  w h o  
" l o y a l l y "  d e l i v e r  1 0 0  p e r c e n t  o f  t h e i r  c a t c h  
t o  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  t o  m e e t  t o  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  c f  s u c n  p r a c t i c e s  s u g g e s t s  t h e  p o s s i b i l i t y  
t h a t  s e m e  s o r t  c f  c o l l u s i v e  b e . n a v i o r  m a y  b e  o c c u r r i n g ,  b u t  d o e s  n o t  
p r o v e  t h a t  i t  d o e s  • b e y o n d  a  r e a s o n a b l e  d o u b t .  E v e n  s o ,  f r o m  t h e  
p o i n t  o f  v i e w  c f  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  o f  e v i d e n c e  p a 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  s o m e  l a r g e  p r o c e s s o r s  a s  
h a v i n g  t a k e n  p l a c e ,  t h e i r  p r e s e n c e  i n  B r i s t o l  3 a y  i s  i m p o r t a n t  t o  
t h i s  r e p o r t .

I n  u n d e r s t a n d i n g  t h e  d i s c u s s i o n  b e l o w ,  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  ( f e w  s e l l e r s )  a n d  o l i g o p s o n y  ( f e w  
b u y e r s ) . T h e r e  i s  r e a s o n  t o  b e l i e v e  b a s e d  c 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  i n  t . t e  c o u r s e  o f  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  t o  s e t  p r i c e s  b o t h  i n  t h e  m a r k e t  i n  
w h i c h  t h e y  s e l l  s a l m o n  a n d  i n  t h e  m a r k e t  i n  w h i c h  t h e y  b u y  s a l m o n .  
I n  p a r t i c u l a r ,  d u r i n g  t h e  1 9 8 5 - 1 9 8 8  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  i n  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  f r o m  
J a p a n e s e  b u y e r s  a n d  i n  p 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  t o  
f i s h e r s .  I n  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  a s  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  a s  p r i c e  
c o n t r o l l i n g  o l i c o p s o n i s t s . S i n c e  1 9 8 9 ,  i t  a p p e a r s  t h a t  t h e i r  
a b i l i t y  t o  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  h a s  b e 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 ,  i t  n o w  a p p e a r s  t h a t  f o r  a l l  i n t e n t s  
a n d  p u r p o s e s  t h e  3 r i s t o l  3 a v  p r o 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  
i t  c o m e s  t o  s e l l i n g  t h e i r  f i s h . :3 H o w e v e r ,  t h e  a b i l i t y  t o  s e t  
p r i c e s  i n  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  t o  h a v e  
c h a n g e d .  W h a t  i s  m o r e ,  t h e  i n c e n t i v e  t o  r e d u c e  e x - v e s s e l  p r i c e s  m a y

~ T h e  s w i t c h  f r o m  p r i c e  s e t t e r  t o  p r i c e  t a k e r  a f t e r  1 9 8 8  m a y  
h e l p  t o  e x p l a i n  t h e  s a l e  o f  C 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  t h e  
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  u p  f o r  s a l e .



be g r eater n o w  that the prices processors receive from the Japanese 
are mucn lowe r than they were i n  the m i d  t o  late 1 9 8 0 s .

T h e  f o l l o w i n g  p r a c t i c e s  h a v e  b e e n  u s e d  c o m m o n l y  o v  
B r i s t o l  B a y  p r o c e s s o r s ,  a n d  a r e  r e l e v a n t  t o  t h e i r  a b i l i t y  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 e d i s c u s s  e a c h  i n  t u r n .

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  c 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 n c n e  e a c h  o t h e r  i n  o r d e r  t o  / e r i f y  e x -  
v e s s e l  p r i c e  c h a n g e s  w n 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  b y  f i s h e r s ,  c r  
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  c f  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  o r  e l i m i n a t e s  d e t e c t i o n  l a g s .  " D e t e c t i o n  l a g "  
m e a n s  t h e  t i m e  l a g  b e t w e e n  a n  a c t  o f  p r i c e  c h e a t i n g  a n d  i t s  
d e t e c t i o n  b y  o t h e r  m e m b e r s  c f  t h e  g r o u p  e n g a g e d  i n  a  p r i c e  f i x i n g  
c o n s p i r a c y ,  i f  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  i s  d i s c o v e r e d ,  t h e  
l e s s  l i k e l y  i t  i s  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  
b 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  o f  t h i s  p r a c t i c e  i s  t o  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  o f  f i s h e r s  w i l l  d e l i v e r  i t s  f i s h  t o  
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 c e s .

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

T w o  o f  t h e  s i x  l a r g e s t  3 r i s t o l  B a y  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  t h e m ,  w h i c h  a r e  t h e n  r o u t i n e l y  
v e r i f i e d  b y  o t h e r  p r o c e s r s r a r s  w i t h i n  o n e  o r  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  o f  a n  i n c r e a s e  i n  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  S O . 5 0  t o  $ 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  f o r  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 .  A s  i n  t h e  c a s e  o f  t h e  v e r i f i c a t i o n  
o f  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  t o  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  l a g s .  I n  a d d i t i o n ,  a s  p r a c t i c e d  i n  3 r i s t o i  B a y ,  t h e  
a d v a n c e d  p o s t i n g  c f  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  l e a d e r ( s )  t o  
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  i s  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

Su c h  clauses in sales contracts guarantee customers the 
lowest trice c h a r g e d  to other customers. They are similar to the 
most favored n a t i o n  clauses which appear in international bi-lateral 
t r a d e  agreements.

M e m b e r s  o f  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  t o  
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  o f  t h e  p r i c e  f i x i n g  r i n  * t o  c h e a t  b y  
o f f e r i n g  l o w e r  p r i c e s .  I n  e f f e c t ,  t h e  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  a n  i n c e n t i v e  t o  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  i n  t h e  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 .  ? c r  e x a m p l e  c l a u s e s  s u c h  a s  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  i n  s a l e s  c o n t r a c t s .

"Above m i n imum g u a r a n t e e d  prices shall be adjus ted
u n d e r  t h e  c o n t r a c t ,  b o  t h e  m a j o r  B r i s t o l  B a y
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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  t o  t h e i r
m a j o r  b u y e r s  c f  t h e  e q u i v a l e n t  q u a l i t y  p r o d u c t . "

A l t h c u g n  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  a p p e a r e d  i n  
c o n t r a c t s  t h r o u a h o u t  t h e  1 3 8 5 - 1 9 9 1  t i m e  p e r i o d ,  t h e i r  i m p o r t a n c e  t o  
3 r . i s t o L  B a y  p r o c e s s o r s  a s  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  
i n  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  f o r  t h e  b e n e f i t  o f  t h e  
J a p a n e s e  b u y e r . " ' 5

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

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  t o  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  i n  p r o p o r t i o n  t o  t h e  p r i c e  o n  a  r e f e r e n c e  g r a d e .  
R e l a t i v e  v a i u e  s c a l e s  i n c r e a s e  t h e  c h a n c e s  t h a t  a  b u y e r  c f  o n e  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  o f  a n o t h e r  g r a d e  h a s  p a i d  a l o w e r  p r i c e .  
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  a r e  e n l i s t e d  t o  p o l i c e  t h e  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  e f f e c t  o f  a  r e l a t i v e  v a l u e  s c a l e  i s  t o  
l i m i t  t h e  s c o p e  f o r  n o n - p r i c e  c o m p e t i t i o n  b y  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 i s o  l i m i t s  t h e  s c o p e  f o r  n o n - p r i c e  
c o m p e t i t i o n  b y  c l e a r l y  d e f i n i n g  t h e  g r a d e s  t o  w h i c h  d i f f e r e n t  p r i c e s  
a r e  t o  b e  a p p l i e d .

R e l a t i v e -  v a i 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  a n d  o l i g c p s o n i s t i c  p r i c e  f i x i n g .

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

A l l  o f  t h e  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  t o  m e m b e r s  o f  t h e i r  f l e e t  o f  f i s h e r s  w h o  
d e l i v e r  1 0 0  p e r c e n t  o f  t h e i r  c a t c h  t o  t h e m .  T h e  f o l l o w i n g  i s  a 
t y p i c a l  n o t i f i c a t i o n  t o  f i s h e r s :

F u r i  l e r  s u p p o r t  f o r  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  i s  f o u n d  i n  
c o n t r a c t s  i n  e f f e c t  d u r i n g  t h e  p e r i o d  1 9 8 5 - 8 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  a n  i n c r e a s e  i n  t h e  p r i c e  p a i d  t n e m  b y  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  i n  t h e  p r i c e  p a i d  b y  t h e  p r o c e s s o r  t o  t h e  
f i s h e r s .  T e s t i m o n y  f r o m  p r o c e s s o r s  i s  t h a t  t h e  J a p a n e s e  b u y e r s  n o  
l o n g e r  a r e  w i l l - i n g  t o  o f f e r  t h e s e  t e r m s .  T h e r e  i s  n o  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  f r 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  t h e  r i s k  o f  g r o u n d s  p r i c e  i n c r e a s e s  
o n  t o  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  t h 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  r 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  t o  f i s h e r s  a t  a  l e v e l  n o  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  b y  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  b v  f o r c i n g  p r i c e  p a r a l l e l i s m  o n  t h e  m a r k e t ,  
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  l a c k  o f  b a r g a i n i n g  p o w e r  o f  t h e  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  a l l  c u r  B r i s t o l  3 a y  p e r m i t  h o l d e r s
a n  i n c e n t i v e  f o r  d e l i v e r i n g  a l l  o f  y o u r  1 9 9 1
s a l m o n  t o  o u r  t e n d e r s  a n a  p l a n t s . "

" T o  h e  e l i g i b l e  t o  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 l l  y o u r  1 3 9 1  p r o d u c t i o n  e x c e p t  f o r
o v e r l i m i t  f i s h  o r  f i s h  c a u g h t  i n  a r e a s  n o t  
r e g u l a r l y  s e r v i c e d  h v  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  t o  
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  i s  p a r t i c u l a - i y  s o
i n  l i g h t  o f  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  t o
d e l i v e r  a l l  o r  m o s t  o f  o n e ' s  c a t c h  t o  o n e ' s  p r o c e s s o r  w i l l  r e s u l t  i n  
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  n o t  l i m i t e d  t o  b o a t  s t o r a g e ,  b u n k  a n d  m e s s h a i i  
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  o f  o n e ' s  c a t c h .

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  c a n  a n d  f r e e z e  t h e  f i s h
o f  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  t o  b e  p a i d  a n d  e t h 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  i n  
w h i c h  t o  c o n v e y  t o  o n e  a n o t . t e r  i n f o r m a t i o n  o n  c o s t s  o f  p r o c e s s i n g  
a n d  o n  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  w e  f o u n d  n o  
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  a s  s u c h ,  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  i s ,  
p a y m e n t s  f r o m  o n e  p r o c e s s o r  t o  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  t o  d i v i d e  a s e a s o n ' s  p r o f i t s  i n  a  p r e - a r r a n g e d  

■ m a n n e r . *’7

O p p o r t u n i t i e s  t o  M e e t  a n d  C o o r d i n a t e  A n t i c o m o 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  i s  t h e
o p p o r t u n i t y  f o r  t h e  c o m p a n i e s  t o  m e e t  a n d  c o o r d i n a t e  s t r a t e g y .  
T e s t i m o n y  i n  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  f r o m  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  f o r  50% 
o f  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  
i s  n o  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  ( i n  f a c t ,  t h e y  d e n y  d o i n g  s o ) ,  t h e  o p p o r t u n i t y  a t  l e a s t  
e x i s t s ,  a n a  t h a t  f a c t  i s  a  " p l u s  f a c t o r "  o f  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  i n  p r o v i n g  t h e  e x i s t e n c e  o f  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  a n  a n t i t r u s t  c o m p l i a n c e

*' 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  3  a n  a d d i t i o n a l
S . 0 5  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  b e  a g r e e d  u p o n )  i n  c o m p e n s a t i o n  f o r  p r o c e s s o r  B ' s  
a q r a e m e n t  t o  a b i d e  b y  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 .  A g a i n ,  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 c 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  f o u n d ,  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  i s  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  a n  a t t o r n e y  a t t a n d s  t h e i r  m e e t i n g s  t o  w a r n  t h e m  i n  t h e  
e v e n t  t h a t  t h e  d i s c u s s i o n  e n t e r s  f o r b i d d e n  t e r r i t o r y .  B u t  t h e  
m e e t i n g s  n e v e r t h e l 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  i n  a  c o m m o n  v e n u e ,  
a r . d  t h e  o p p o r t u n i t y  e x i s t s  f o r  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 : c e s s o r s ,  w h e n  t h e  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  n o t  b e  
p r e s e n t .  A g a i n ,  w h i l e  t h e s e  f a c t s  d o  n o t  p r o v e  p r i c e  f i x i n g ,  c o u r t s  
h a v e  b e e n  w i l l i n g  t o  i n f e r  t h e  e x i s t e n c e  o f  a t  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 .

B u m m a r v

T h e r e  i s  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 e m e  o f  t h e  m a j o r  p r o c e s s o r s  i n  B r i s t o l  B a y  s o u g n t  t o  
f i x  p r i c e s  b o t h  i n  t h e  m a r k e t s  i n  w h i c h  t h e y  s e l l  a n d  i n  t h e  m a r k e t  
i n  w n i c h  t h e y  b u y .  A  f e w  o f  t h e  p r o c e s s o r s  c a n ,  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  c f  a p p r o x i m a t e l y  5 0 % , w i e l d  o i c g c p s c m i s t i c  
m a r k e t  p o w e r ,  w h i c h  m a k e s  i t  p o s s i b l e  t o  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  o f  t h e  e t h e r  p r o c e s s o r s ,  w h o  h a v e  n o  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  b y  t h o s e  w i e l d i n g  t h e  m a r k e t  p o w e r .  
3 e t w e e . n  1 9 3 5  a n d  1 9 8 3  t h e  f e w  L a r g e  p r o c e s s o r s  a p p e a r  t o  h a v e  b e e n  
s u c c e s s f u l  i n  m a i n t a i n i n g  a n d  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  
t o  J a p a n e s e  b u y e r s  c f  f r o z e n  s a l m o n .  I n  s o  d o i n g  h o w e v e r ,  t h e y  m a y  
n a v e  s t i m u l a t e d  t w o  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 i e s  t o  c o m e  
t o g e t h e r  a s  a  c o u n t e r v a i l i n g  f o r c e  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  f o r  
f r o z e n  A l a s k a  s a l m o n .  W i t h  r e g a r d  z o  f i x i n g  p r i c e s  p a i d  t c  f i s h e r s  
( e x - v e s s e l  p r i c e s ) ;  • t h e r e  i s  e v i d e n c e  t h a t  s o m e  o f  t h e  l a r g e r  
p r o c e s s o r s  ( b u t  c e r t a i n l y  n o t  a l l  o f  t h e m )  h a v e  e n g a g e d  i n  c o n d u c t  
t h a t  c o u r t s  h a v e  f o u n d  s u f f i c i e n t  t o  i n f e r  a t  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  i n  e f f o r t s  t o  m a n i p u l a t e  p r i c e s  t o  
t h e i r  a d v a n t a g e .  T h e r e  i s  e v i d e n c e  t o  b e l i e v e  t h a t  t h e s e  e f f o r t s  
c o n t i n u e  t o d a y ,  a l t h o u g h  g i v e n  t h e  s u p e r i o r  m a r k e t  p o w e r  c ^  t h e  
J a p a n e s e  b u y e r s ,  t h e r e  i s  n o t  m u c h  e x t r a  t h a t  c a n  b e  e x t r a c t e d  f r o m  
t h e  f i s h e r s  i n  r e c e n t  y e a r s .

I n  t h e  n e x t  s e c t i o n  o f  t h i s  r e p o r t  w e  e s t i m a t e  t h e  c o s t s  
t o  A l a s k a n s  o f  p r i  : e  f i x i n g  b e h a v i o r  b o t h  b y  t h e  B r i s t o l  3 a v  
p r o c e s s o r s  a n d  b y  t h e  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

I f  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  i s  c o r r e c t  a n d  t h e r e  i s  
n o  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  i n  B r i s t o l  B a y  b y  e i t h e r  t h e  
J a p a n e s e  b u y e r s  i n  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  b y  t h e  
p r o c e s s o r s  i n  t h e i r  d e a l i n g s  w i t h  - i s h e r s ;  t h e n  t h e  c o s t  o f  
z c J i u s i c n  i s  z e r o .  B r i e f l y  p u t ,  w h e r e  z h e r e  i s  n o  c o l l u s i o n ,  t h e r e  
i s  n o  c o s t  o f  c o l l u s i o n .

T h e  a s s u m p t i o n  o f  n o  c o l l u s i o n  a n d ,  t h e r e f o r e ,  n o  c o s t  o f  
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  t o d a y .  U n d e r  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  a i l  o f  t h e  p l a y e r s  a r e  e q u a l l y  i m p o t e n t .  
T h e  f i s h e r s  r e c e i v e d  l o w  p r i c e s  i n  1 9 9 1  b e c a u s e ,  i n  t h e  l a n g u a g e  c f  
t h a t  h y p o t h e s i s ,  t h e  f i s h e r s '  s u p p l y  c u r v e  o f  s o c k e y e  s a l m o n  i s  a  
v e r t i c a l  s t r a i g h t  l i n e .  W i t h  t h e  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  l i n e  f i s h e r s  a r e  n e t  o n l y  p r i c e  t a k e r s  a s  i n d i v i d u a l s ,  b u t
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a l s c  c o l l e c t i v e l y .  T h e  v e r t i c a l  s u p p l y  c u r v e  i s  t a k e n  a s  a  d a t u m ,  
a s  a n  i m m u t a o i e  f a c t  o f  l i f e  c h a t  t h e  f i s n e r s  m u s t  s i m p l y  l e a r n  t o  
l i v e  w i t h  a n d  c a n n o t  h o p e  c o  c h a n g e .

I n  k e e p i n g  w i t h  t h 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 a  t h a t  
o n l y  i f  t h e  f i n a l  m a r k e t  d e m a n d  f o r  s a i m o n  i s  i n c r e a s e d  ( b y ,  s a y ,  
t h e  a c t i o n s  o f  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 )  c a n  t h e v  
e x p e c t  t o  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  f o r  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 r . c o m  m g  f r o m  t h e  S U P P L Y / D E M A N D  s c h c c  o f  
t h c u g n t  a r e  t h e n :  ( 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  p r c o  . c t
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 r . c o i  
n e v e r  r e c o m m e n d s  t h a t  A l a s x a  t a 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  o f  f i s n e r s  v i s  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 .

I n  c o n t r a s t ,  i f  t h e  J a p a n e s e  b u y e r s  o f  A l a s k a  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  i n  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  
i f  t h e  p r o c e s s o r s  d o  s o  i n  t . n 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  t o  l e v e l  t h e  p l a y i n 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  o f  p r o d u c t  q u a l i t y  a n d  t h e  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  i n  a d d i t i o n  t w o  n e w  g o a l s  
a r e  a d d e d :  ( 1 )  t o  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  n y  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 a r e a l a n c e  J a p a n e s e  
m a r k e t  p o w e r ,  a n a  / 2 )  t o  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  t h e  p r i c e  p a i d  t o  f i s h e r s .

I n  t h i s  s e c t i o n  o f  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  o f  ( 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  
t o  n e g o t i a t e  h i g h e r  p r i c e s  f o r  B r i s t o l  B a y  s o c k e v e  f r o m  J a p a n e s e  
b u y e r s ,  a n d  ( b )  t h e  a d d i t i o n a l  d o l l a r  c o s t  t o  f i s h e r s  o f  t h e i r  
i n a b i l i t y  t o  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  3 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  a s  s u g g e s t i v e  o f  t h e  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  t o  b e  m a d e  b e f o r e  p r o c e e d i n g .  O u i  
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  o f  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  w e  w i s h  t o  s n o w  t h a t  e ,re 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 o 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  t o  A l a s k a .  W e d o  n o t ,  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  t o  p r o c e e d  i n  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  i s  
t h e  m o d e r n  t h e o r y  o f  b a r g a i n i n g  a s  d e v e l o p e d  i n  t h e  c o n t e x t  o f  t h e  
t h e o r y  o f  g a m e s .  A n a l y s i s  o f  t h e  r e l a t i v e  p o s i t i o n s  o f  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  i n  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  t o  a s k  m o r e  p e r t i n e n t  q u e s t i o n s  t h a n  a r e  
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  a n d  
d e m a n d .  T h e r e  i s  n o  s p a c e  f o r  a n  e x t e n d e d  t r e a t m e n t  h e r e ,  b u t  i t  i s  
w o r t h  n o t i n g ,  l o r  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  t o  a s k  h e w  c 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  i t s  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



J ?

“ h r e a t s  a r e  c r e d i b l e . "  T h e s e  a r e  q u e s t i o n s  c h a t  a l m o s t  n e v e r  o c c u r  
t o  a  s u p p i 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  v i t h i n  t h a t  
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

F o r  e v e r y  t a n  c a 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  3 a v  
p r o c e s s o r s  r e c e i v e  f o r  f r o z e n  s o c k e v 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  o f  f r o z e n  s o c k e v e  g e e s  u p  b y  b e t w e e n  53  m i l l i o n  a n d  S 1 2  
m i l l i o n ,  d e p e n d i n g  u p o n  t h e  v o l u m e  o f  s a l e s .  I f  t h i s  i n c r e m e n t  i s  
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  a n d  f i s h e r s ,  t h e  c o l l e c t i v e  
r e v e n u e  o f  e a c h  g r o u p  g e e s  u p  b y  b e t w e e n  5 4  m i l l i o n  a n d  5 6 
m i l l i o n . * 9 C o n v e r s e l y ,  f o r  e v e r y  t a n  c a n t  p e r  r o u n d  p o u n d  r e d u c t i o n  
i n  p r i c e  t h e  n e t  r e v e n u e  o f  A l a s k a  f i s h e r s  a n a  p r o c e s s o r s  f r o m  s a l e s  
o f  f r o z e n  s o c k e v e  g e e s  d o w n  c y  S o  m i l l i o n  t o  5 1 2  m i l l i o n .

A l t h c u g n  t h e r e  i s  n o  w a y  t o  k n e w  f o r  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  a n d  f i s h e r s  m i g h t  h a v e  b e e n  p a i d  i n  1 9 9 1  a n d  1 9 9 2  i n  t h e
a b s e n c e  o f  c o l l u s i o n ,  s o m e  r c u g n  e s t i m a t e s  c a n  b e  m a d e .  We k n o w ,  
f o r  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  c f  s o c k e v e  s a l m o n  i n  J a p a n  
o v e r  t h e  J a n u a r y  _ 9 9 1 / C c t c b e r  1 9 9 2  p e r i o d  a v e r a g e d  5 2 . 5 5  p e r  p o u n d  
a n d  t h a t  i t s  s t a n d a r d  d e v i a t i o n  w a s  5 0 . 4  1 o e r  p o u n d . -'0 A  v a r i a t i o n  
m o n t . n  t o  m o n t h  o f  t a n  c e n t s  p e r  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  c f  o n l y  o n e - f o u r t h  o f  o n e  ( m o n t h - c 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  b e  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  u i  r a n d o m  v a r i a t i o n .  I f  s o ,  t h e r e  i s  r e a s o n  t o
b e l i e v e  t h a t  a n  i m p r o v e m e n t  i n  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 i d  a n  
i n c r e a s e  i n  r e v e n u e  t o  A l a s k a  i n t e r e s t s  o f  a t  l e a s t  t e n  c e n t s  p e r  
p o u n d  o r  s o m e  S 3  m i l l i o n  t o  5 1 2  m i l l i o n  p e r  y e a r .  I n d e e d ,  b y  t h i s  
s t a n d a r d  a  g a i n  i n  r e v e n u e  o f  5 2 0  m i l l i o n  t o  5 3 0  m i l l i o n  p e r  y e a r  i s  
p l a u s i b l e .

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

*s F o r  e x a m p l e ,  a  s t r i k e  b y  f i s h e r s  i s  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  n o  f i n a n c i a l  r e s o u r c e s  t o  
o f f s e t  t h e  l o s s  o f  f i s h i n g  i n c o m e .  T h i s ,  i n  t u r n ,  l e a d s  o n e  t o  a s k  
h o w  f i s h e r s  m i g h t  g o  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 n  c o n s i d e r a t i o n s  b u t  i t  
d o e s  n o t  s u g g e s t  t h e m .

-9 T h i s  c a l c u l a t i o n  i s  b a s e d  o n  a 9 5  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  f o r  h a r v e s t  l e v e l s ,  c a l c u l a t e d  f r o m  d a t a  f o r  t h e  t i m e  
p e r i o d  1 9 7 9  t h r o u g h  1 9 9 1 ,  a n d  a s s u m e s  a  25  p e r c e n t  w e i g h t  l o s s  i n  
p r o c e s s i n g  a t  3 r i s t o l  B a y .  T h e  m e a n  h a r v e s t  o f  B r i s t o l  B a y  s o c k e v e  
1 9 7 9 - 1 9 9 1  w a s  1 3 6 , 4 2 4  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  o f  4 0 , 5 0 9  t h o u s a n d  p o u n d s .

:o 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  o n  p a g e  A 2 9  o f  T H E  J A P A N E S E  
S A L M O N  M A R K E T :  A N  I N T R O D U C T I O N  F O R  A L A S K A N S  ( A l a s k a  d e p a r t m e n t  o f  
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 ,  J u n e a u )  F e b r u a r y  1 9 9 3
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T r a d i t i o n a l  a n a l y s i s  c f  s u p p l y  a n d  d e m a n d  t a i l s  u s  t h a t  t h e  a m o u n t  
b y  w h i c h  i t  f a l l s  s n o r t  d e p e n d s ,  i n  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  o f  t h e  s u p p l y  c u r v e . - ' 1 I n  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  i s  v e r t i c a l  t h e  a m o u n t  b y  w h i c h  p r i c e  f a l l s  s h o r t  o f  
t h e  c o m p e t i t i v e  p r i c e  i s  d e t e r m i n e d  s o l e l y  b y  t h e  m o n c p s o n i s t . 32

I n  c o n t r a s t ,  i f  t h e  m a r k e t  i n  w h i c h  A l a s k a  p r c  e s s o r s  
s e i 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 a c  . s s c r s '  
s u p p l v  c u r v e  w o u l d  n e t  b e  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  w e  a n  
c a l c u l a t e  t h e  a m o u n t  b y  w h i c h  t h e  a c t u a l  p r i c e  f a l l s  s n o r :  o f  - . h e  
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  c f  t ~ . e  p r i c e  
e l a s t i c i t y  o f  t h e  p r o c e s s o r s '  s u p p l y  c u r v e  i n  a  c o m p e t i t i  ,*e m a r k e t  
( s a y  b e t w e e n  0 . 1  a n d  1 0  o v e r  m e  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  e n d  a n d  t h e  m o n o p s o n y  p r i c e  a t  t h e  l o w  e n d ) , t h e n  
t h e  c o m p e t i t i v e  p r i c e  w o u l d  b e  a t  l e a s t  1 0  p e r c e n t  h i g r . 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 n  h i g h e r .

T r a n s l a t i n g  t h i s  i n t o  d o l l a r  e s t i m a t e s ,  i f  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  f o r  f r o z e n  s o c k e v e  w e r e  5 1 . 5 0  p e r  p o u n d ,  a  
m i d d l i n g  f i g u r e  f o r  t h e  1 9 9 1  B r i s t o l  3 a v  s e a s o n ,  t h e  p r i c e  r e c e i v e d  
b y  p r o c e s s o r s  f r o m  s a l e s  o f  f r o z e n  s o c k e v 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  l e a s t  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  a t  l e a s t
5 1 2 . 5  m i l l i o n  h i g n e r  t . i a n  u n d e r  m o n o p s o n y .

I t  w o u l d  b e  i d e a l  i f  w e  c o u l d  b e  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  . - i n f o r m a t i o n  n e e d e d  t o  m a k e  s u c h  c a l c u l a t i o n s  i s  
n o t  a v a i l a b l e .  W h a t  w e  c a n  s a y  i s  t h i s .  I t  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  i s  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  o f  $ 1 0  m i l l i o n  
t o  $ 2 0  m i l l i o n  p e r  y e a r  o r  m o r e .  T h i s  s e e m s  t o  u s  t o  b e  a  l a r g e  
e n o u g h  a m o u n t  t o  j u s t i f y  f u r t h e r  i n q u i r y  i n t o  t h e  q u e s t i o n  o f  
c o m p e t i t i v e  b a l a n c e  i n  t h e  m a r k e t  f o r  A l a s k a  s a l m o n .  I n  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  i n  t h e  p r e s s  a s  
a s s e r t i n g ,  t h a t  e v e n  i f  t h e  J a p a n e s e  a r e  g u i l t y  o f  c o l l u s i o n  " i t  
d o e s  n o t  m a t t e r  v e r y  m u c h , "  i s ,  i n  o u r  o p i n i o n ,  t o  g o  t o o  f a r .  T h e  
e s t i m a t e s  o f f e r e d  h e r e ,  c r u d e  a s  t h e y  a r e ,  i n d i c a t e  t h a t  t h e  
e x i s t e n c e  o r  l a c k  o f  e x i s t e n c e  c f  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  O f  C o l l u s i o n  3 v  P r o c e s s o 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 . 33 U n d e r  t h e  a s s u m p t i o n  t h a t
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31 T h e  e q u a t i c n  i s  C ? / M P  = A * ( l  «• 1 / E )  w h e r e  C P / M P  i s  t h e  r a t i o  
o f  t h e  c o m p e t i t i v e  p r i c e  t o  t h e  m o n o p s o n y  p r i c e ,  A  i s  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  t o  i n f i n i t y  a s  E  t e n d s  t o  z e r o ,  a n d  E  i s  t h e  
p r i c e  e l a s t i c i t y  o f  t h e  s u p p l y  c u r v e .

32 T h i s  i s  a p p r o x i m a t e l y  t h e  c a s e  i n  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  t o  p r o c e s s o r s .  H o w e v e r ,  i t  n e e d  n o t  r e m a i n  t h e  c a s e  i f  
a p p r o p r i a t e  p o l i c y  i s  d e v i s e d .

33 R e a u m e  D . M .  i  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  B y  
3 r i s t o l  3 a v  F i s h e r s , "  S e p t e m b e r  1 9 9 2
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b a r g a i n i n g  p o w e r  i s  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  a n d  s e l l e r s  
( A s s u m p t i o n  1 ) ,  a n d  t h e  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  
i n  l i g h t  o r  a n  u n e r a s e d  f o r e c a s t  o f  t h e  n u m b e r  o f  s a l m o n  t o  b e  
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  ( p r i c e  
t o  f i s h e r )  o f  B r i s t o l  3 a v  s o c k e v 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  
t h e  e x p e c t e d  h a r v e s t  l e v e l ,  i f  a l l  o t h e r  f a c t o r s  a r e  h e l d  c o n s t a n t .

T h i s  i s  a m i n i m a l  p r e d i c t i o n  c f  t h e  t h e o r y  o f  d o w n w a r d  
s l o p i n g  d e m a n d .  A i r h o u g n  a d d i t i o n a l  f a c t o r s  s u c h  a s  u n s o l d  s t o c k s  
o f  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 ,  t h e  v o l u m e  s u p p l i e d  f r 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 n a n g e  r a t e s  a l s o  p l a y  a  r o l e  i n  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  c f  3 r i s t o i  B a y  s o c k e v 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  f o r ,  t h e  c r a p n  c f  t h e  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  i n  t h e  B r i s t o l  3 a y  e x - v e s s e l  m a r k e t  s h o u l d  b e  
a  d o w n w a r d  s l o p i n g  c u r v e .  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  t o  
b e  u p w a r d  s l o p i n g  c a s t s  d o u b t  o n  t h e  v a l i d i t y  o f  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  c u r  b a s i c  d a t a .  C o l u m n  o n e  a n d  t w o  
c o m p a r e  ( a )  t h e  f o r e c a s t s  o f  t h e  a n n u a l  r u n  o f  B r i s t o l  B a y  s o c k e v e  
m a d e  b y  t h e  A l a s k a  D e p a r t m e n t  c f  F i s n  & G a m e  i n  t h e  s p r i n g  o f  e a c r .  
y e a r ;  t o  ( b )  t h e  a c t u a l  r u n  s i c e  a s  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  r u n  s i c e  i s  i t s e l f  a n  e s t i m a t e  m a d e  b y  a d d i n g  t h e  n u m b e r  c f  
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  a n a  r e p o r t e d  c n  A D F & G  " f i s h  t i c k e t s "  t o  
a n  e s t i m a t e  o f  t h e  n u m b e r  o f  f i s h  e s c a p i n g  i n t o  s p a w n i n g  s t r e a m s .  
T h e  p r i c e s  s h o w n  i n  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  t o  
f i s h e r s  b y  a  s m a l l - c a s h  b u y e r ,  O c e a n i c  S e a f o o d s . * 9

T A B L E  -2
R U N  S I Z E , R U N  F O R E C A S T , 5 P R I C E S

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

R U N ,  M I L L I O N S  O F F I S H P R I C E S , S P E R L 3 .
A D F S G  F o r e c a s t A c t u a 1 O p e n M i d C l o s e

1 9 7 5 1 2 . 9 24  . 2 NA N A N A
1 9 7 6 1 2 . 0 1 1 . 5 NA N A NA
1 9 7 7 3 . 4 9 . 7 NA N A N A
1 9 7 3 1 1   ̂it il • w 19 . 9 NA NA N A
1 9 7 9 2 2 .  7 3 9 . 9 NA NA N A
1 9 8 0 5 4  . 5 6 2 . 5 0 . 3 5 0 . 4 0 0 . 4 0
1 9 8 1 2 6 . 7 3 4 . 5 0 . 7 5 0 . 3 0 1 . 0 0
1 9 8 2 3 4 . 6 £ 4. • 0 . 6 0 0 . 6 0 0 . 3 0
1 9 8 3 2 7 . 1 4 5 . 9 0 . 6 5 0 . 7 0 0 . 7 0
1 9 8 4 3 1 . 1 4 1 . 1 0 . 6 0 0 .  7 0 0 . 3 5
1 9 8 5 3 4 . 7 2 6 . 9 0 . 3 5 0 . 3 0 1 . 1 5
1 9 8  6 2 2 . 0 23 . 7 1 . 0 0 1 . 3 0 1 .  6 5
1 9 8 7 1 6 . 1 27  . 5 NA 1 .  3 5 1 . 3 5
1 9 8 8 2 3  . 3 23 . 4 NA 1 . 7 5 ? -J e?

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

N O T E :  T h e  d a t e s  a p p l i c a b l e  t c  p r i c e s  v a r y  s e a s o n  t o  s e a s o n  a. . a r e
g i v e n  i n  A p p e n d i x  T a b l e  A l  c f  E e a u m e  & L e w ,  c p  c i t .

I n  e i g h t  o f  t h e  t a n  y e a r s  1 9 8 0 - 1 9 3 9  f o r  w h i c h  • c h m -
s e a s c 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  i n  ■ . - e a t e r
t h a n  t h e  A D F S G  f o r e c a s t .  I n  o n l y  t w o  o f  t h e s e  t e n  y e a r s  ( '  3 2  a n d  
1 9 8 8 )  d i d  t h e  a c t u a l  r u n  c o m e  i n  l o w e r  t h a n  t h e  f o r e c a s t .  i£ 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  f i s n  b u y e r s  h a d  a c c e p t e d  t  -.a A D F S G  
f o r e c a s t  a s  u n b i a s e d ,  a n d  i f  f i s h e r s  a n d  f i s h  b u y e r s  w e r e  o f  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 o e c t  a  c e r t a i n  s y m m e t r y  i n  t h e  
r e l a t i o n s h i p  b e t w e e n  t h e  b e h a v i o r  o f  p r i c e s  d u r i n g  t h e  s e a s o n ,  c n  
t h e  o n e  h a n d ,  a n d  t h e  l e v e l  a n a  d i r e c t i o n  o f  r u n  f o r e c a s t i n g  e r r o r ,  
o n  t h e  o t h e r .  I n  o 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  i n  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  i n  h i g h e r  t h a n  t h e  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  i n  r e s p o n s e  t o  t h e  i n f o r m a t i o n  t h a t  a n  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  t o  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  m  1 9 8 9 ,  t h e  y e a r  o f  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  
a b o v e .  ( " W h y  D i d  P r i c e s  F a l l  I n  J u l y  1 9 8 9 ? " )  I n  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 S G  f o r e c a s t  s u c s e q u e n t l y  p r o v e d  t o  b e  t o o  
l o w ,  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  i n  f o u r  
o f  t h e s e  s e v e n  c a s e s  ( 1 9 8 1 ,  1 9 3 3 ,  1 9 8 4 ,  a n a  1 9 8 7 )  t h e  a b s o l u t e  e r r o r  
o f  f o r e c a s t  e x c e e d e d  2 0  p e r c e n t .

C o m p a r i s o n  O f  T o k y o  W h o l e s a l e  =»nd B r i s t o l  3 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  B a y  s o c k a 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  i n  J a p a n e s e  w h o l e s a l e  p r i c e s .  I f  s o ,  t h e  
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  i n  B r i s t o l  
B a y  p r i c e s  w o u l d  b e  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  c f  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  a r e  r e l e v a n t  b e c a u s e  t h e  J a p a n e s e  
w h o l e s a l e  m a r k e t  i s  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  3 a v  f r o z e n  
a n d  f r e s h  s o c k e v 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  3 a v .

T a b l e  - 3  s h o w s  t h e  b e h a v i o r  c f  T o k y o  w h o l e s a l e  s o c k e v 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  o f  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  i n  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  i n  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 a  a n d  a  v o l u m e  c o n v e r s i o n  f a c t o r  o f  
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  1 9 7 5  t h r o u g h  1 9 9 0  t i m e  p e r i o d ,  t h e  
T o k y o  w h o l e s a l e  p r i c e  o f  f r o z e n  s o c k e y e  ( c o n v e r t e d  t o  U * . S .  d o l l a r s  
p e r  p o 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  J u l y ,  f e l l  e i g h t  t i m e s  
a n d  r e m a i n e d  u n c h a n g e d  o n c e .  ' R e c a l l  t h a t  t h e  B r i s t o l  3 a y  s o c k e y e  
r u n  b e g i n s  m  m i d  t o  l a t a  J u n e  a n a  i s  l a r g e l y  o v e r  b y  t h e  e n d  o f  t h e  
t h i r d  w e e k  i n  J u l y . )  T h e  s a m p l e  m e a n  c h a n g e  i n  t h i s  p r i c e  f r o m  J u n e  
t o  J u l y  i s  - 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  i n  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 .

1989 20.3 44.0 1.25 1.05 1.05
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T A B L E  - 3
W H O L E S A L E  P R I C E  C F  F R O Z E N  S O C K E V E  S A L M O N  

T O K Y O ,  J A P A N

Q
* * v-xic J U N E  * * * * * »**■** J U L Y  *■**■»*

v e n  /kcr x r a t s 5 / l b . v e n / k c r x r a t e S / l b .

1 9 7 5 1 1 6 1 2 9 3 . 4 5 1 . 7 9 1 1 5 4 2 9 6 . 3 3 1 . 7 3
1 9 7 6 1 2 9 3 2 9 9 . 1 9 1 . 9 6 1 2 2  a 2 9 4 . 6 4 1 . 3 9
1 9 7 7 1 7 7 4 2 7 2 . 3 4 2 . 9 5 1 3 2 0 2 5 4 . 3 6 2 . 2 5
1 9 7 3 1 6 8 8 2 1 3 . 9 3 3 . 5 3 1 7 4 2 1 9 9 . 5 0 3 . 9 6
1 9 7 9 1 7 1 0 2 1 3 . 5 3 3 . 5 5 1 5 3 3 2 1 6 . 5 0 3 . 2 2
1 9 8 0 1 0 0 1 2 1 7  . 3 9 2 . 0 3 1 1 6 0 2 2 1 . 0 8 2 . 2 3
1 9 8 1 1 4 5 5 2 2 4 . 1 1 2 . 9 4 1 5 3 7 2 3 2 . 2 5 3 . 1 0
1 9 8 2 1 3 0 2 2 5 1 . 2 0 2 . 3 5 1 4 5 3 2 5 5 . 0 3 2 . 5 3
1 9 8 3 1 1 4 9 2 4 0 . 0 3 2 . 17 1 1 5 1 2 4 0 . 5 2 2 . 1 7
1 9 8 4 1 2 4 0 2 3 3 . 3 7 2 . 4 1 1 4 1 4 2 4 3  . 0 7 2 . 64
1 9 8 5 1 3 3 3 2 4 3 . 3 4 3 . 4 3 1 4 9 6 2 4 1 . 1 4 2 . 3 1
1 9 8 6 1 0 1 5 1 6 7 . 5 4 2 . 7 5 1 1 0 4 1 5 8 . 6 1 3 . 15
1 9 8 7 1 3 0 0 1 4 4 . 3 5 4 . 08 1 1 9 3 1 5 0 . 2 9 3 . 5 0
1 9 8 3 1 4 7 0 1 2 7 . 4 7 5 . 2 3 1 5 0 0 1 3 3 . 0 2 2 . 1 0
1 9 8 9 1 5 2 5 1 4 3 . 9 8 4 . 3 0 1 1 3  0 1 4 0 . 4 2 3 . 3 1
1 9 9 0 1 1 7 9 1 5 3 . 7 0 3 . 4 3 1 1 5 6 1 4 9 . 0 4 3 . 5 5
1 9 9 1 9 3 0 1 3 9 . 7 5 3 . 0 2 3 3 6 1 3 7 . 3 3 2 . 7 5

N O T E *  T o k y o  p r i c e s  '• s u p p l i e d  b y  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  t h e  F E D E R A L  R E S E R V E  
B U L L E T I N , ( B o a r d  c f  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 h a t  t h e  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  i n  t h r e e  o f  t h e  e i g h t  y e a r s  w h e n  3 r i s t o l  3 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  s e a s o n .  C l e a r l y ,  t h e  b e h a v i o r  o f  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  o f  t h e  3 r i s t o l  3 a y  s a l m o n  r u n  
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  f o r  S r i s t o l  B a y  e x - v e s s e l  
p r i c e s  t o  r i s e  e v e r  t h e  s a m e  p e r i o d  c a n n o t  b e  e x p l a i n e d  b y  s i m p l e  
r e f e r e n c e  t o  t h e  T o k y o  m a r k e t .

T w o  p o s s i b l e  e x p l a n a t i o n s  f o r  t h e  " p e r v e r s e "  b e h a v i o r  
o f  3 r i s t o l  3 a v  e x - v e s s e l  p r i c e s  c o m e  t o  m i n d .  T h e  f i r s t  i s  t h a t  
t h e  A D F & G  f o r e c a s t  o f  r u n  s i z e  i s  k n o w n  t o  b e  n e g a t i v e l y  b i a s e d  
a n d ,  t h e r e f o r e ,  i s  n o t  t h e  f o r e c a s t  a c t u a l l y  u s e d  i n  s e t t i n g  p r e ­
s e a s o n  p r i c e s .  I n  t h i s  c a s e  t h e  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  l o s e  s i g n i f i c a n c e  i f * e x a m i n e d  i n  l i g h t  o f  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  o f  r u n  s i z e .  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  o f  t h e  b i a s e d  A D F S G  f o r e c a s t  b v  a n  
u n b i a s e d  f o r e c a s t  d o e s  n o t  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  i s  t h a t  b a r g a i n i n g  p o w e r  i s  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 e r s ,  s o  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  t o  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  
i n  a  c o m p e t i t i v e  m a n n e r .  I f  t h i s  i s  t r u e ,  t h e n  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  S r i s t o l  3 a y  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  r u n s  b e c a u s e  t h e y  l a c k  t h e  b a r g a i n i n g
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p o w e r  o o  a c n i e v e  a  m o r e  f a v o r a o i e  ( t c  t h e m )  r e s u l t . I t  i s  t h i s  
e x p l a n a t i o n  w n i c h  a p p e a r s  t o  c e  t h e  m o r e  p l a u s i b l e .

A n  E s t i m a t e

L a r g e  q u a n t i t i e s  o f  s o c k e y e  s a l m o n  a r e  s o l d  b y  - i s h e r s  
e a r l y  i n  t h e  B r i s t o l  B a y  r u n  b e f o r e  t h e  f u l l  s i t e  o f  t h e  u n  i s  
k n o w n  w i t h  a n y  d e g r e e  o f  c e r t a i n t y .  F o r  e x a m p l e ,  t h e  1 9 8 9  c c k e v e  
h a r v e s t  i s  n o 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 c 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 o i i s n e d  b y  t h e  A l a s k a  D e p a r f a n t  c f  
F i s h  S  G a m e  s h o w  t h a t  t h e  1 9 S S  r u n  b e g a n  J u n e  2 1  a n d  h ”  J u l y  1 
a p p r o x i m a t e l y  2 5  p e r c e n t  o f  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  i s  
t y p i c a l  t i m i n g .  I f  i n i t i a l  p r i c e s  a r e  s e t  c 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  c f  t h e  s i t e  o f  t h e  r u n ,  h o w  m a n y  d o l l a r s  a r e  a t  r i s k  
i f  t h e  p r e - s e a s o n  f o r e c a s t  i s  i n  e r r c r  ? A l t h o u g h  a v a i l a b l e  d a t a  d o  
n o t  a l l o w  o n e  t c  b e  p r e c i s e ,  a r o u g h  e s t i m a t e  c a n  b e  m a d e .

A  l o o k  b a c k  a t  T a b l e  - 2 ,  a b o v e ,  s h e 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  t o  f i s h e r s  a v e r a g e o  S I . 1 2  p e r  p c u n d  o v e r  t h e  1 9 8 0  -  1 9 8 9  
p e r i o d ,  w h i l e  s e a s o n  o p e n i n g  p r i c e s  a v e r a g e d  $ 0 . 7  5 p e r  p c u n d  a r . c  
m i d - s e a s o n  ( J u l y  2 )  p r i c e s  a v e r a g e d  S O . 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  o f  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  t o  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 a  a n d  t h e  p o i n t  i n  t i m e  
w h e n  ( r o u g h l y )  2 5  p e r c e n t  o f  t h e  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  o f  p r i c e  a g a i n s t  t i m e  i s  l i n e a r  b e t w e e n  t h e  d a t e  o f  
o p e n i n g  a n d  J u l y  I - , / t h e n  o n  a v e r a g e  t h e  1 9 8 0  -  1 9 8 9  p r i c e  p a i d  f o r  
t h e  f i r s t  2 5  p e r c e n t  o f  t h e  h a r v e s t  w a s  1 0  c e n t s  p e r  p o u n d  b e l c w  
t h a t  o f  t h e  m i d - s e a s o n  p r i c e .

T h e  a v e r a g e  3 r i s t o l  B a y  s o c k e y e  c a t c h  f o r  t h e  1 9 8 0  -  1 9 3 9  
p e r i o d  w a s  a p p r o x i m a t e l y  1 1 5  m i l l i o n  p o u n d s ,  a c c o r d i n g  t o  t h e  A l a s k a  
D e p a r t m e n t  o f  F i s h  5 G a m e .  I f  2 5  p e r c e n t  o f  t h i s  a v e r a g e  w a s  p r i c e d  
1 0  c e n t s  p e r  p o u n d  l o w e r  t h a n  t h e  m i d - s e a s o n  a v e r a g e  p r i c e ,  t h e n  
f i s h e r s  w e r e  p a i d  a n  a v e r a g e  o f  2 . 3 7 5  m i l l i o n  d o l l a r s  l e s s  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  t h e  f i r s t  2 5  p e r c e n t  o f  t h e  h a r v e s t  h a c  
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 g n i f i c a n t  d o l l a r s  a t  s t a k e  h e r e .  
S u r e l y ,  i f  f i s h  b u y e r s  h a d  i t  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  t c  
i n s u r e  t h e m s e l v e s  a g a i n s t  t h e  r i s k  o f  a  f o r e c a s t  e r r c r  t h a t  r e s u l t e d  
i n  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 .  I n  
p a r t i c u l a r ,  t h e y  m i g h t  s e e k  t o  d e p r e s s  t h e  i n i t i a l  p r i c e  p a i d  t o  
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 ,  s o  t h a t  t h e  p r o b a b i l i t y  o f  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  l o w  l e v e l .

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  i n  t h e  m i d - 1 9 8 0 s  
w n 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  o f  a  p o r t i o n  o f  t h e  b u r d e n  o f  
i n s u r i n g  b u y e r s  a g a i n s t  t h e  r i s k  c f  a  b a d  f o r e c a s t  o f  r u n  s i z e .  I n

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 o l i s h e d  
w e r e  f o r  1 9 8 9 .
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I
r e s p o n s e  t o  C h e  l a c e  1 9 7 0 s  e n t r y  o f  J a p a n e s e  b u y e r s  i n t o  B r i s t o l  B a v  
a n d  c h e  s u b s e q u e n t  c o m p e t i t i o n  f o r  f i s h ,  s a m e  o f  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  C o  p a y  a  p o s t - s e a s o n  " b o n u s "  C o  c h e  f i s h e r s  f r o m  
w h o m  c h e y  p u r c h a s e  c h e i r  c a t c h ,  w i t h  c h e  s i z e  o f  c h e  b o n u s  
d e t e r m i n e d  a t  l e a s t  i n  p a r t  b y  C h e  a c t u a l  p r i c e  r e c e i v e d  b y  c h e  
b u y e r  f o r  C h e  f i s h  i n  w h o l e s a l e  m a r k e t s .  3 v  1 9 9 0  C 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  c o  c h e  A l a s k a  D e p a r t m e n t  o f  F i s h  
5 G a m e ,  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  i s  i n  a d d i t i o n  t o  c h e  p r i c e  p a i d  t o  c h e  f i s h e r s
d u r i n g  t h e  s e a s o n .  B u y e r s  w h o  p a y  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  b u y ,  a g r e e  t o  a  t w o  p a r t  p a y m e n t  s c h e d u l e  i n  w h i c h  
t h e  i m m e d i a t e  ( w i t h i n  s e a s o n )  p a y m e n t  i s  e x p e c t e d  b y  b o t h  p a r t i e s  t o  
b e  l o w  e n o u g h  t o  i n s u r e  c h e  b u y e r  a g a i n s t  t h e  r i s k  c f  p a y i n g  t o e  
h i g h  a  p r i c e  d u r i n g  t h e  s e a s o n .  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  h a v e  
b e e n  r e a c h e d  f r o m  t i m e  c o  t i m e  f o r  a  n u m b e r  o f  y e a r s ,  t h e y  d i d  n e t  
b e g i n  t o  b e c o m e  w i d e s p r e a d  u n t i l  1 9 3 7 .

F i s h e r s  a g r e e  t o  d e f e r r e d  p a y m e n t  i n  r e t u r n  f o r
a s s u r a n c e s  c h a t  c 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  i n  a t i m e l y  m a n n e r .  P r o m p t  s a l e  a n d  o f f l o a d i n g  c f  
c a t c r . e s  e n a b l e s  f i s h e r s  t o  i n c r e a s e  t h e i r  t i m e  c n  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  c o  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  t h e  d e f e r r e c  
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  f o r  t h e m  b e c a u s e  t h e y  v i e w  t h e  
b o n u s e s  a s  a  n e t  i n c r e a s e  i n  t h e  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  i n  R e a u m e  9 L e w  ( c p  c i t )  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  b e  
c o r r e c t .  T h e  b o n u s e s  m a y ,  i n  f a c t ,  b e  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  i n  t h e i r  a b s e n c e .

A s  f a r  a s  w e  h a v e  b e e n  a b l e  t o  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  o f  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 .  I n  o r d e r  C o  f i n d  o u t  w h e t h e r  o r  n e t  
c 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  f o r  p e r s i s t e n t l y  l e w  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  f o r  i n d i v i d u a l  f i s h e r s  c h a t  
r e v e a i e a  t h e  s i z e  o f  t h e i r  c a t c h ,  C h e  p r i c e  p a i d  t o  t h e m  d u r i n g  c h e  
s e a s o n ,  C h e  s i z e  a : :  t h e  p o s t - s e a s o n  b o n u s ,  a n d  f i n a l l y  c h e  d a t e  o n  
w h i c h  c h e  b o n u s  w a s  p a i d  ( f o r  p u r p o s e s  o f  c a l c u l a t i n g  i n t e r e s t  o n  
C 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  c o  b e  
f o u n d  o n l y  i n  c h e  p r i v a t e  f i l e s  o f  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  o f  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  c h e  s c o p e  o f  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  3 a v  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  
o f  b a r g a i n i n g  p o w e r  i n  r e l a t i o n  c o  t h e i r  c u s t o m e r s .  I n  c h e  p a s t ,  
c h e  B r i s t o l  3 a v  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  c f

31 T h e  v e r y  e x i s t e n c e  c f  s u c h  b o n u s e s  i s  p r i m a  f a c i e  e v i d e n c e  
c h a t  a t  l e a s t  s o m e  b u y e r s  i n  B r i s t o l  B a y  s e e k  c o  a n d  a r e  a b l e  c o  
a v o i d  p a y i n g  m o r e  c o  f i s h e r s  c h a n  u l t i m a t e l y  i s  j u s t i f i e d  b y  t h e  
p r i c e  c h e y  t h e m s e l v e s  r e c e i v e ,  a n d  i p s o  f a c t o ,  t h a t  t h e  r i s k  i s  
q u a n t i t a t i v e l y  i m p o r t a n t .
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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  i n  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  b u y e r s .  B e f o r e  1 9 8 9 ,  t h e  p r o c e s s o r s  w e r e  
a b l e  t c  w i e l d  m a r k e t  p o w e r  a c a t n s t  J a p a n e s e  b u y e r s  i n  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  t o  s i m p l y  o f f e r  p r i c e s  t o  B r i s t o l  B a y  p r o c e s s o r s  o n  a  
" t a k e  i t  o r  l e a v e  i t "  b a s i s ,  w i t h  n o  r e a l  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  t o  b e  i n  t h e  p o s i t i o n  o f  
" p r i c e  t a k e r s "  w h e n  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  i n  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  n a s  b e e n  v e r y  l i t t l e  s u r p l u s  t o  e x t r a c t  f r o m  t h e m  i n  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  b e  t h a t  p r o f i t s  f r o m  t h e  s a l e  o f  B r i s t o l  
3 a y  s a l m o n  p r i m a r i l y  w i n d  u p  i n  J a p a n .

T h e  r i s k  o f  l o s s  w n e .n  m a r k e t s  a r e  d o w n ,  a s  t h e y  w e r e  i n
1 9 9 1 ,  i s  b o r n e  b y  p a r t i e s  o n  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  o o r n e  b y  t h e  f i s h e r s  b u t  f o r  t h e
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  h i s  s t a f f .

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  
t o  t h e  p r o b l e m ,  s u c h  a s  t h e  d e v e l o p m e n t  o f  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  b e  s o l d  i n  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 c 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  t o  b e  
c u r r e n t l y  e x e r c i s e d  b y  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  C J . S .  e c o n o m i e s .  B u t  i t  i s  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  o r  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  i n  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  o f  3 r i s t o i  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 n e r s ,  w h o s e  i n c o m e  i s  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  o f  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  a s  J a p a n  i s  a  m a j o r  m a r k e t  f o r  3 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  t o  
c o n t i n u e  d o i n g  b u s i n e s s  a s  d e s c r i b e d  i n  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  t o  a n t i t r u s t  e n f o r c e m e n t  i n  
J a p a n ,  a n d  m o s t  o f  t h e i r  a c t i v i t i e s  a r e ,  f o r  a  n u m b e r  o f  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  o f  t h e  p a r t i e s  i n v o l v e d  i n  B r i s t o l  
B a y .  T h e  t i m e  m a y  h a v e  c o m e  t o  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 * ? * ? -  b u y e r s .  S t e p s  
c o u l d  b e  t a k e r ,  t o  a l l o w  f i s h e r s  a n d  U . S .  b a s ^  p r o c e s s o r s  t o  
c o l l e c t i v e l y  b a r g a i n  f o r  s a l e s  o f  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  o r  t h e  b a r g a i n i n g  p o w e r  
l o s t  t o  J a p a n e s e  b u y e r s  i n  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  
f i e l d ,  a  d i s p r o p o r t i o n a t e  a m o u n t  o f  t h e  v a i 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  c u t  c f  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  i t  
c a n  p r o v i d e  n o  b e n e f i t  t o  t h e  o w n e r s  o f  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  h a s ,  f o r  o v e r  1 0 0  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  t h e  f r e e  m a r k e t s  c f  t h i s  c o u n t r y .  A s  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 d  o f  l i v i n g  i n  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  t o  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  a s  s a v i n g s  t o  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  
l e s s  i n  t h i s  c o u n t r y  t h a n  i n  J a p a n ,  w h e r e  t h e r e  i s  l i t t l e  o r  n o  
a n t i t r u s t  e n f o r c e m e n t  o r  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  i s  d e s i g n e d  t c  p r o m o t e  c h e  e c o n o m i c  i n t e r e s t s  o f  t h e  L a r g e  
c o m p a n i e s  a t  t h e  e x p e n s e  c f  s m a i i  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  d o  n o t  m a k e  a  r i g h t ,  a n d  t h e  a n s w e r  t o  J a p a n ' s  
l a c k  o f  a n t i t r u s t  e n f o r c e m e n t  i s  n o t  t h e  a b a n d o n m e n t  c r  d i l u t i o n  o f  
a n t i t r u s t  e n f o r c e m e n t  a t  h e m e .  A n t i t r u s t  l a w s  p r o t e c t  f r e e  m a r k e t s ,  
a n d  d o  s o  e f f e c t i v e l y  i n  t h i s  c o u n t r y .  3 u t  w h e r e  A l a s k a n s  s e 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  n o t  n a v e  t h e  s a m e  p r o t e c t i o n ,  w e  
s t a n d  t o  l o s e  t h e  v a i u e  c f  t h e  r e s o u r c e  i f  w e  d o  n o t  a c t  a c c o r d i n g  
t o  e c o n o m i c  r e a l i t y .  T h e  i d e a l  s o l u t i o n  w o u l d  b e  f o r  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  l a w s  w i t h  a l l  t h e  v i g o r  o f  A m e r i c a n  
e n f o r c e r s .  9 u t  t h a t  i s  b e y o n d  o u r  c o n t r o l ,  a n d  w e  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  t o  d o  s o  i n  t h e  n e a r  f u t u r e .  P o l i c y  
m a k e r s  m a y ,  t h e r e f o r e ,  w i s h  t o  c o n s i d e r  w h e t h e r  t h e  t i m e  h a s  c o m e  t o  
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  f o r  t h o s e  w h o  s e l l  A l a s k a n  
r e s o u r c e s  t o  f o r e i g n  m a r k e t s  w h i c h  a r e  n e t  a c t i v e l y  p r o t e c t e d  b y  t h e  
e q u i v a l e n t  o f  o u r  a n t i t r u s t  l a w s .
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* Sec. 3. AS 28.01.010 is amended by adding a new subsection to read:
(h) A municipality may not

( 1 ) issue a citation for a traffic offense unless the citation complies with 
the provisions o f AS 12.25.200; or

( 2 ) enact a parking citation trial or appeal process unless the trial or 
appeal process and fees charged for it are substantially similar to the applicable trial 
or appeal process adopted by the Alaska Supreme Court or imposed by law
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* Sec. 3. AS 28.01.010 is amended by adding a new subsection to read:
(h) A municipality may not

( 1 ) issue a citation for a traffic offense unless the citation complies with 
the provisions o f AS 12,25.200; or

( 2 ) enact a parking citation trial or appeal process unless the trial or 
appeal process and fees charged for it are substantially similar to the applicable trial 
or appeal process adopted by the Alaska Supreme Court or imposed by law; or

(3 ) issue a citation for a traffic offense unless the citation is issued by 
a peace officer, this paragraph does not apply to a citation issued for a municipal 
traffic offense if the

(A) municipality has established a scheduled amount o f bail for 
the offense as provided under AS 28.05.151(a);

(B ) municipal traffic offense is also punishable as a traffic 
offense under state statute or regulation; and

(C) fine imposed for the municipal traffic offense is not more 
than one-half o f the fine imposed for the same traffic offense under the bail 
schedule established by the supreme court under AS 28.05.151(a).
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* Sec. 3. AS 28.01.010 is amended by adding a new subsection to read:
(h) A municipality may not

( 1 ) issue a citation for a traffic offense unless the citation complies with 
the provisions o f AS 12.25.200; or

(2 ) enact a parking citation trial or appeal process unless the trial or 
appeal process and fees charged for it are substantially similar to the applicable trial 
or appeal process adopted by the Alaska Supreme Court or imposed by law; or

(3 ) issue a citation for a traffic offense unless the citation is issued by 
a peace officer; this paragraph does not apply to a citation issued for a municipal 
traffic offense if the

(A) municipality has established a scheduled amo-int o f bail for 
the offense as provided under AS 28.05.151(a);

(B ) municipal traffic offense is also punishable as a traffic 
offense under state statute or regulation; and

(C) fine imposed for the municipal traffic offense is not more 
than one-half o f the fine imposed for the same traffic offense under the bail 
schedule established by the supreme court under AS 28.05.151(a).
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* Sec. 3. AS 28.01.010 is amended by adding a new subsection to read:
(h) A municipality may not

( 1 ) issue a citation for a traffic offense unless the citation complies with 
the provisions o f AS 12.25.200; or

(2 ) enact a parking citation trial or appeal process unless the trial or 
appeal process and fees charged for it are substantially similar to the applicable trial 
or appeal process adopted by the Alaska Supreme Court or imposed by law
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* Sec. 3. AS 28.01.010 is amended by adding a new subsection to read:
(h) A municipality may not

( 1 ) issue a citation for a traffic offense unless the citation complies with 
the provisions o f AS 12.25.200; or

(2 ) enact a parking citation trial or appeal process unless the trial or 
appeal process and fees charged for it are substantially similar to the applicable trial 
or appeal process adopted by the Alaska Supreme Court or imposed by law; or

(3) issue a citation for a traffic offense unless the citation is issued by 
a peace officer, this paragraph does not apply to a citation issued for a municipal 
traffic offense if the

(A) municipality has established a scheduled amount o f bail for 
.he offense as provided under AS 28.05.151(a);

(B) municipal traffic offense is also punishable as a traffic 
offense under state statute or regulation; and

(C) fine imposed for the municipal traffic offense is not more 
than one-half o f the fine imposed for the same traffic offense under the bail 
schedule established by the supreme court under AS 28.05.151(a).
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F rom :

Sub ject:

To:

Anne Carpeneti u J  
S ta ff Counsel *

HCS SB 6  (C R A ) - Operator's License Forfeiture fo r 
Failu re to Pay Fines or Appear in Court 
Scheduled fo r  M ay 3 , 1995 meeting

Rep. Brian Porter, Chair

Date: May 3, 1995

This b ill p rov ides fo r  d iscretionary suspension o f  an operator's 
license, p rivilege to d rive o r obtain a license fo r fa ilu re  to pay a tra ffic  fine 
or to appear in court fo r  a tra ffic  offense. At this point the b ill on ly  
addresses citations fo r  m oving vio la tions. It a lso provides fo r 
d iscretionary attachment o f  the permanent fund to pay the fine and the 
court and co llec tion  costs.

The citation given the d rive r must notify the d rive r o f  the possib ility 
o f the two results.

I assume Public Safety w ill testify on the b ill; it w ill be interesting to 
hear their position . It seems the adm inistrative burden o f  adm inistering
the suspension m ight be heavy. Perhaps the plan is to on ly  deal with the
worst o ffende rs .

I have heard that the b ill has changed d ram atica lly  as it moved
through the leg is la ture . A t one point it must have included parking
citations, because the b ill title addresses parking offenses. This should be 
changed, although I know  there are problems with changing the title o f  a 
b ill from  the other house. There is an opinion from  M ike Ford in the fi le  
concerning the prob lem s o f  an overinc lusive title , but since the courts in 
our state have not addressed the question he is unable to say with any 
authority what the e ffec t o f  passing the b ill in its present fo rm  may be.
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HOUSE CS FOR SENATE B ILL NO. 6(CRA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION
B Y  T H E  H O U S E  C O M M U N I T Y  A N D  R E G I O N A L  A F F A I R S  C O M M I T T E E

Offered: 4/28/95

Referred: Judiciary, Fina nc e

Sponsor(s): S E N A T O R S  T A Y L O R ,  S h a r p

A B IL L

FOR AN ACT ENTITLED

"A n  A c t re la ting  to suspension o f  a d r iv e r 's  license fo r  fa ilu re  to  appear in  c o u rt 

o r  fa ilu re  to pay a fine ; re la tin g  to c o u rt and co llection  costs fo r  t ra f f ic  offenses; 

and re la ting  to c ita tions and c o u rt p rocedures fo r  m u n ic ip a l t ra f f ic  and p a rk in g

offenses."

BE IT  ENACTED BY THE LEG ISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE AND INTENT OF SECTION 4. The purpose o f sec. 4 o f this Act 
is to create a mechanism to enforce citations issued for offenses involving a moving motor 
vehicle. It is the intent o f the legislature that after a person has made a required court 
appearance or paid a Fine required bv the court, thatanv driver’s license suspension imnnsed 
by the COlu i uc iciiuiumcu as us (jussiuic.

* Sec. 2. AS 12.25.200(b) is amended to read:
(b) A citation issued under AS 12.25.180 must indicate

( 1 ) the amount o f bail or fine applicable to the offense;
( 2 ) [,] the procedure a person must follow in responding to the citation;

SB0006d -I-
Neu Text Under 1ined [DELETED TEXT BRACKETED/
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2 must appear in court;
3  (4 ) that failure to pay the bail o r fine o r appear in court fo r an
4 offense involving a moving motor vehicle may result in
5  (A) suspension o f the person's d river’s license, privilege to
6 drive, o r privilege to obtain a licensgf*o>r^/
7 (B) a ttachm ent o f  the  person ’s pe rm anen t fu n d  d iv id e n d  to?

8 pav the fine plus court and collection costs under AS 28.05.155: and /
9 £51 [. IN ADDITION, A CITATION MUST INDICATE] that the

1 0  person has a right to
11 (A l [(1)1 a trial;
12 £B1 [(2 )] engage counsel; y d —

• • **
1 3  £C1 [(3)] confront and question witnesses; >
14 (D l [(4)] testify; and jjtr^ C/V v /'

1 5  (E l [(5 )] subpoena witnesses on the person's behalf.
16 * Sec. 3. AS 28.05 is amended by adding a new section to read:
1 7  Sec. 28.05.155. COURT AND COLLECTION COSTS. I f  a person’s
18 permanent fund dividend is attached to pay the bail or fine for an offense involving
19 a moving motor vehicle, the court shall increase the bail or fine o f that person by at
20 least
2 1 (1 ) $25 for court costs; and
22  ( 2 ) $ 1 0  for collection costs.
23 * Sec. 4. AS 28.15.181 is amended by adding a new subsection to read:
24 (h) The court^ffapwspend the driver's license, privilege to drive, or privilege
25 to obtain a license o f a person who fails to appear in court as required by a citation
26 for an offense involving a moving motor vehicle, or who fails to pay a fine as required
27 by the court for an offense involving a moving motor vehicle. I f  the court suspends
28 a driver's license under this subsection, the court shall also provide notice o f the
29 suspension to the department. A suspension imposed under this subsection remains
30 in effect until the person appears in court as required by the citation, or pays the fine
31 as required by the court. When the person appears in court or pays the required fine,

■j . (3) [, AND] that if the person fails to pay the bail or fine the person

IICS SB 6(CRA) *2-
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SB0006d



.. . 12

SB0006d

the court shall terminate the suspension imposed under this subsection and provide the 
department and the person with written notice o f the termination.

*3* IICS SB 6(CRA)
New Text Under 1ined fDELETED TEXT BRACKETED/



(907) 465-3867 or 465-2450

F A X  (907) 465-2029
M a il Stop 3101

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

U ' I S I O N  O F  L E G A L  S E R V I C  ^

130 Seward Street, Suite 409

Juneau, Alaska 99801-2105

M E M O R A N D U M April 27, 1995

SUBJECT: Overinclusive Bill Title - HCS SB 6 (CRA)

TO : Representative Ivan Ivan

FROM : Michael F. Ford 
Legislative Counsel

The attached House CS removes sec. 3 o f SB 6 am as you requested, but leaves the bill’s title 
unchanged. I f  this change had been made in the Senate, the removal o f sec. 3 would also 
require the bill title be changed. However, because SB 6 am is in the second house, as you 
are aware the title cannot be changed unless the Uniform Rules are suspended. By deleting 
sec. 3 without changing the title, you probably have a constitutional problem. Essentially, 
deleting sec. 3 without changing the bill title results in an overinclusive title (one that 
specifically mentions A and B when the body o f the act deals only with A).

Article II, Section 13 o f the state constitution requires "The subject o f each bill shall be 
expressed in the title." Clearly, if the title mentions something that is not contained in the bill, 
the title does not literally comply with this provision and there is a substantial risk that a court 
will find a violation o f the constitution. However, the court has not specifically considered 
the question o f an overinclusive title in this state, so no one can say with any degree o f 
certainty how the court will react.

Courts have generally held that an act will be valid unless the title is misleading or deceptive. 
(Lowerv v Red Cab Co.. 262 S.W. 147 (Tex. Ct. Civ. App. 1924)) Whether a particular title 
will be misleading or deceptive because it mentions something that is not included in the body 
o f the act will depend on the facts o f the case, so an overinclusive title will always be risky. 
However, some courts have been tolerant o f overinclusive titles. (Watts v. Oliphant. 143 S.E. 
813 (S.C. (1965); Dovle v. King. 44. S.E. 2d 608 (S.C. 1947)) On the other hand, a court 
has held an overbroad title to be misleading. (Reeves v. Adam Hat Stores. 198 S.W.2d 789 
(Ky Ct. App. 1946)

My guess is that the more specific the description o f the "missing" item is in the title, the more 
likely that a court will find the title misleading and unconstitutional. The uniform rules 
prohibiting title changes may affect the decision o f Alaska's courts, not because the court 
would take it upon itself to enforce the rules, but because the court may find that those rules



A l a s k a  S t a t e  L e g i s l a t u r e

SPONSOR STATEMENT 

SENATE BILL 6

The intent of this legislation is to encourage individuals to pay 
some of the 25,000 traffic fines for moving violations that go 
uncollected each year.

Senate Bill 6 is designed to provide the court system with
additional leverage in the collection of fines. It would also 
apply to an individual who fails in appear in court, as ordered.

SB 6 would be a valuable tool for use by the courts in 
addressing the problems created by those who choose to ignore
the law , especially those who fail to make court-ordered
appearances or to pay fines imposed by the court.

The bill is based on statutes from other states. The experience 
in the state of Washington indicates that over 50 percent of 
those who receive notice of possible sanctions clear up 
outstanding matters within one week.

SB 6 allows the court to suspend the driver's license of anyone 
who fails to make a court appearance or pay a fine. It also 
includes a provision putting the offender on notice that under 
existing law their Permanent Fund Dividend could be attached.
The bill would actually generate revenue, first by helping to 
collect outstanding fines and secondly by the reinstatement
fees that would be collected by the Division of Motor Vehicles.

Section three of the bill was not included in the original
legislation. It addresses perceived problems with the Anchorage 
P a r k in g  A u t h o r i t y  and w o u ld  re s t r ic t  the a m o u n t  
municipalit ies  could collect on traffic citations issued by 
someone other than a peace officer.

L'tstnc: A
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A M E N D M E N T

OFFERED IN THE HOUSE 
TO: SB 6  am

1 Page 2, line 16, through page 3, line 1:
2 Delete all material.

9-LS0091NK.1
Ford

4/20/95

3 Renumber the following bill sections accordingly.



Alaska State Legislature

Legislative Research Agency
Phone; (907) 465-3991 

Fix; (907) 463-3351

; : 0  Se'sara Street. Suite 218
Juneau. A laska  99801-2196

MEMORANDUM

TO: Senator Robin Tavlor

Februarv 23. 1993

FROM: Christine M. Cheff 
Legislative Analvst

ff

R£: Sanctions fo r Failure to Pay Traffic Fines o r Make CourT Appearances
Research Request 93.116

You asked about the Hawaii, Oregon and Washington laws which pertain to sanctions imposed 
tor failure to pay traffic fines or to make related court appearances. Additionally, you wanted 
to know if there were any problems with implementation o f the laws, and whether driver’ s 
license revocation and nonrenewal o f vehicle registration are effective sanctions. Your request 
is related to draft legislation thr.t is modeled on California Vehicle Code 40509.

From our analysis o f the Hawaii. Oregon and Washington laws it is clear that a 
differentiation is made between a parking violation sanction, generally nonrenewal of 
vehicle registration, and a moving violation sanction which affects driving privileges. That
differentiation was also noted in our previous analysis o f the California law upon which your 
•draft bill is based. 1

In the states you asked about, Oregon is the only one which suspends a driver’s license for 
failure to appear in court or to pay fines for moving traffic violations, whereas, Hawaii and 
Washington have nonrenewal provisions. None o f the three states suspend vehicle registrations 
tor failure to pay parking fines. Washington does, however, have a proviso against renewal 
o f a vehicle registration if the registrant has more than two outstanding parking 
violations.

'Christine Cheff, "Draft Bill *- Fines and Court Appearances," Legislative Research 
Agency Memorandum 91.193, 1991.

A N A L Y S IS  OF  H A W A I I ,  OREGON &



No iegal opinions related to the sanction laws appear to have been issued, either by the courts 
or by the states' attorneys general."

Although we spoke with court personnel about the effectiveness o f sanctions, most o f the 
information we obtained was from persons employed in the driver's license and motor vehicle 
registration departments in each state. The primary responsibility for enforcing court 
suspensions or nonrenewal orders, as weil as for maintaining recordkeeping systems, falls to 
those departments. The persons with whom we spoke were knowledgeable concerning the 
application o f sanctions and provided general overviews o f their effectiveness. Although we 
were unable to determine what initial problems may have been encountered with implementing 
the sanctions programs, the principal recommendation we received from the departments 
contacted was that an automated recordkeeping system and communications link should be in 
place before implementation.

Summaries of our contacts with the staff o f various agencies and o f the individual state laws 
are provided below.

Hawaii

Highway Safety Code Section 286-109 provides that anyone who fails to respond to a traffic 
citation or summons for violation o f  traffic laws, or who fails to comply with orders o f the 
court, may be denied issuance or renewal o f a driver's license. There is no provision for 
revocation or suspension o f driving privileges.

The municipal courts on each island are responsible for notifying the respective traffic 
violations divisions about outstanding tines or citations. That information is entered into a 
computerized recordkeeping system which serves as the checkpoint when a person makes 
application for or attempts to renew a driver's license. .Although each island has a traffic 
violations division, there is no electronic link between their recordkeeping systems. According 
to Milton Hee, manager o f the Honolulu Traffic Violations section, the computer systems 
throughout the islands are very old and it is, therefore, impossible iO track the number o f 
persons currently on suspension or aomcnewal status. The only comprehensive source for that 
information is a computer printout. When an outstanding obligation has been satisfied, the 
court will issue a clearance notice to the traffic violation division and the person’s name is 
removed from the computer.

Senator Tavior
February 23. I9Q3
Page 2

:We conducted a WESTLAW search o f the Attorney General Opinions and case law for 
Hawaii, Oregon and Washington, and called the Attorney General’ s office in Oregon.



Hawaii does not have a statutory provision tv suspension or nonrenewai o f a vehicle 
registration for outstanding parking tines. Persons '^ho fail to respond to a summons or 
citation for an illegally parked vehicle may be issued a penai summons to appear in court 
(Traffic Code Section 291C-168). Failure to appear in court can result in the person's arrest 
(Traffic Code Section 291C-lo9).

S e n a t o r  T a y i o r
F e b r u a r y  2 3 .  1 9 9 3
P a g e  3

O reg o n

Under Oregon law <ORS 809.210 and 809.220). failure to appear (FTA) for a court hearing 
or to pay a traffic line will result in the suspension o f a person's driving privileges/ There 
are no sanctions (other than towing) lor failure to pay tines related to parking offenses.

The Oregon Department o f Motor Vehicles (DMV) is electronically connected to over 300 
courts statewide—district, municipal, justice, and circuit. According to Jeanelle Naatz. Data 
Entry Division supervisor, about 12.000 FTAs are processed by the division each month. Ms. 
Naatz believes that the incidence o f repeat offenders is quite high, possibly 50-75 percent. The 
courts clear between 6.000 and 7.000 driver’ s licenses for reinstatement per month. After five 
years, a statute o f limitations allows the violator to clear a suspension by simply coming to the 
DMV office and paying the fine, plus interest. No court appearance is necessary.

Lane Borg, manager o f the Criminal Division for the Multnomah County Circuit and District 
Courts, believes that sanctions are not particularly effective because o f the limitations on 
enforcement. Conceivably, a person may drive on a suspended or expired license for five years 
and then clear the record without having to go to court.

W a sh in g to n

Currently, the only sanction for those who fail to appear in court or to pay parking fines is 
nonrenewal o f a driver's license (RCW  46.20.031(3) or vehicle registration (RCW 46.16.216) 
respectively.

A bill to suspend driver's licenses for FTAs related to moving violations has been introduced 
in the legislature, but at present the offense is a misdemeanor (RCW 46.64.020). Anyone with 
two or more outstanding FTAs within five years is guilty o f "failure to comply" 
(RCW  46.64.027), which is a gross misdemeanor punishable by up to one year in the county 
ja il or a fine o f up to 55,000, or both (RCW  9A20.020).

3In Oregon an FTA refers to outstanding fines as well as to failure to appear in court.



Approximately 85 o f the i 50 eligible court jurisdictions in Washington participate in the 
automated vehicle registration suspension program maintained by the state's Title & 
Registration Department. Statewide, the department processes 30-35 parking violation 
suspensions per day. Bob Bardish. internal operations manager, says that over 50 percent o f 
the suspensions which come in during a week are cleared by the end o f that week.

Copies o f the statutes referenced in this memorandum are artached. I hope the information will 
be useful. Please do not hesitate to cail if we can be o f further assistance.

S e n a t o r  T a y i o r
F e b r u a r y  1 3 .  1 9 9 3
P a g e  4

Attachments
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November 30, 1994

Mr. Joe Ambrose 
Senator Robin Taylor’s Office 
352 Front Street 
Ketchikan, Alaska 99901

Re: Statutory Changes to Improve Collection
of Traffic Citations

Dear Joe:
Earlier this month I attended the Alaska Municipal Attorney’s Association 

Convention in Juneau. During the convention I had an opportunity to speak with 
Senator Taylor and with other municipal attorneys on the topic of enforcement of traffic 
citations. It appeared that municipal attorneys from around the State were all confronting 
difficulties in the current system of collecting fines imposed in traffic cases and in pursuing 
violators who fail to appear in court when scheduled. Senator Taylor talked to us about 
his proposal to require payment of outstanding citations prior to allowing a driver to 
register a vehicle or renew his driver’s license. As you probably know, Judge Gucker has 
been a strong advocate of this concept as well. I have had some previous experience with 
this system in the State of Wisconsin and found it to be highly effective when applied to 
outstanding unpaid parking tickets. Judge Gucker believes that it is used effectively in 
California. It could be an effective way to collect fines from people who leave the State. 
Senator Taylor suggested that I contact you concerning my interest in this topic and my 
willingness to provide such assistance as I can to obtain its passage. It appeared that the 
municipal attorneys in Barrow, Kenai, and Juneau found this concept to be attractive and 
might be willing to provide some assistance to obtain its passage. The same system should 
be applied to persons who fail to appear for arraignment or trial of a traffic offense.

I understand that setting up and maintaining a system for recording traffic offenses 
with the Department of Public Safety, may cause some expense to the State. The expense



can be covered by imposing an additional fee on the violator. This fee is justifiable on two 
counts. First, it seems only appropriate that the persons who cause the additional expense 
should pay for it. Secondly, these same offenders found it too inconvenient to pay the fine 
as required by the court or to appear in court. Since they would now desire the additional 
convenience o f paying their fines through the licensing process, they should pay for this 
additional service. In short, it appears to me that this system can provide a direct, fair, and 
efficient method to enforce laws which are now expensive and time consuming to enforce.

Yours very truly,



City and Borough of Sitka
100 LINCOLN STREET.SITKA, ALASKA S9835

December 12, 1994

Steven H. Schweppe 
City Attorney 
334 Front Street 
Ketchikan, Alaska 99901

n r ,  PROPOSED l e g is l a t io n  t o  p e r m it  t h e  s u s p e n s io n  o f  d r i v e r  s
U C E N s t lU P O N  FAILURE TO APPEAR O R  PAY TRAFFIC O R  PARKING 
CITATIONS

Dear MnJSaTweppe:
After such a large reference, I have very little to say. The proposed legislation looks good
to me.

Very truly yours

Theron 
Munidpal Attorney

cc: Sitka Police Department
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"An Act relating to suspension o f a driver’ s license for failure to appear in court or failure to pay a fine; relating 
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EQUIPMENT
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T h i s  bill w o u l d  a d d  failure to p a y  bail or fines related t o  m o v i n g  traffic violations to t he  list of o f f e n s e s  for w h i c h  

driving privileges c o u l d  b e  s u s p e n d e d .  U n d e r  A S  2 8 . 1 5 . 2 9 1 ,  u p o n  a  s e c o n d  c o n v i c t i o n  o f  driving a m o t o r  

v e h i c l e  w h i l e  t h e  d e f e n d a n t ' s  driving privileges h a v e  b e e n  s u s p e n d e d  u n d e r  A S  2 8 . 1 5 . 1 8 1  c o u l d  result in a  t e n  

d a y  jail s e n t e n c e .  T h e  D O C  d o e s  n o t  s u p e r v i s e  m i s d e m e a n o r  p r o b a t i o n  or c o m m u n i t y  w o r k  s er v ic e i m p o s e d  in 

m i s d e m e a n o r  c a s e s .

T h e  l a n g u a g e  of related s t a t u t e s  a l l o w s  c o n s i d e r a b l e  d i sc re ti o n to t h e  c o u r t  a n d  t h e  p r o s e c u t o r  w i t h  this 

o f f e n s e  a n d  it is i m p o s s i b l e  to a c c u r a t e l y  predi ct  h o w  m a n y  individuals w o u l d  r e c e i v e  additional t i m e  t o s e r v e  

d u e  t o  t h e  p r o v i s i o n s  of this bill. T h e s e  o f f e n d e r s  w o u l d  s e r v e  their s e n t e n c e  in a C R C .
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Es t i m a t e  of current year ( F Y  95) impact: $ 
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P r e p a r e d  By: 
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This bill allows the courts to suspend a driver's license of u person who has failed to appear in court or failed to pay a fine for a 
moving traffic offense The court has advised there are 25,000 moving violations each year where the person fails to pay the fine 
or fails to appear in court for these offenses Assuming the court suspends the driver's license of 10 percent or 2,500 drivers 
license each year

This bill impacts the Division of Motor Vehicles by resulting to 4,750 updates to the driving record of the persons whose license is 
being suspended. One computer entry to add the suspension to the driving record: and another entry to end the suspension once 
the person has complied Reinstating the driver’s license will also impact the DMV field offices. The Motor Vehicle Representative 
will be required to see proof from the court that the person has complied with the court requirements by, appearing m court, or by 
paying the fine for the moving violation It is estimated 90 percent of all persons whose license is suspended will reinstate their 
driving privilege A 5100 00 reinstatement fee is charged anytime a person has had their license suspended or revoked within the 
10 years preceding application for a driver's license It is estimated 1,125 individual’s will pay the $100. If the license was 
suspended or revoked more than one time within the 10 years preceding application for a driver's license, the reinstatement fee is 
increased to S250. it is estimated 1,125 will pay the 5250. A person will also have to pay a duplicate license fee of $10 prior to the 
license being issued. The amount of additional new general fund program receipt revenue generated by this bill is approximately 
$416.2

Total number of suspension notices received from the courts by DMV 2,500
Total number of suspension notices being ended when a person has complied with the courts 2,250
Tctal number of license reinstated 2,250

OPERATING FY 96 FY97

Personal Services Salary and Benefits

Administrative Clerk III (Juneau) $38 4 $38.4

Motor Vehicle Representative II (Anchorage) $36.7 $36.7

Contractual

Computer line Charges (Mainframe connection) $0.5 per workstation $1.0 S1.0
Postage 1st class mail $0.8 $0.8
Postage is for 2,500 courtesy letters informing the individual of 
the effective date of the license suspension.
Telephone lease & line charges $1.1 $1.1
Redesign ana printing of traffic citations $5 8
Office lease space allocation 440 sq it @$1.85 (.er sq ft S9.8 S9.8

S u p p l i e s

Routine office supplies $1.0 $1.0

Equipment

2 Computer Workstations @  $10.0 each $20.0
(One time costs)

TOTAL OPERATING $114.6 $88.8

REVENUE

2.250 Reinstatements 1,125 @$100, 1,125 @$250 $393.7 $393.7
2.250 Duplicate license fees @10 S22.5 S22.5

TO TA L  R E V E N U E $4 1 6 .2 $ 4 1 6 . 2
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A l a s k a  C o u r t  S y s t e m

This bill provides the option of suspending driver's licenses for persons who fall to pay fines in traffic-related offense* 
and to persons who fail to appear at the court for moving violations. The court will be required to prepare two new 
forms: (1) a notice of license revocation and (2) a notice of termination ol license revocation. During FY 94, the court 
system processed over 71.700 traffic offenses, of which over 41,000 involved moving violations. For purposes of this 
fiscal note, we have used the following assumptions:

Estimated Number of Warrants Issued for Failure to Satisfy (25% of all traffic citations) 17,900
10% of warrant recipients will receive Notice of Revocation 1,800
80% of notice recipients will receive Notice of Termination of Revocation 1,400

Estimated Number of Warrants Issued for Failure to Appear (20% of moving violation citations) 8.200
10% of warrant recipients will receive Notice of Revocation 800
80% of notice recipients will receive Notice of Termination of Revocation 600

Total number of notices processed by the courts 4,600

it is assumed that each notice will require 3 minutes of clerical time for preparation, mailing and tracking.
Statewide clerical overtime needs are estimated at 230 hours.

Fiscal Impact
Amount

Personal Services

Overtime pay for clerical staff to accomplish additional computations. Based on range 10C 
Anchorage court clerk 5,522

Contraciuai
Postage -  mail 4 ,600 notices at 32c each 1,472 .

Supplies

Cost of paper and envelopes for printing and mailing notices 202

Total Cost $7,196

Pago 2 of 2
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Division of Alaska State Troopers
Fiscal Note Analysis

Senate Bill 6

In Alaska, there are a p p r o x i m a t e l y  27,000 driver's l i c e n s e s  in 
a suspended or revoked status. The A laska State T r o o p e r s  
apprehe nd a p p r o x i m a t e l y  8%, or about 2,000 people o p e r a t i n g  
mo t o r  vehicles with su spended or revoked licenses p e r  year. 
The Alaska Court S y stem indicates that if the bill passes, 
they w ould present an additional 2,500 licenses for s u s p e n s i o n  
p e r  year. Currently, about 25,000 traffic citations a r e  not 
p a i d  per year.

Most of these cases are handled re latively q u i c k l y  t h r o u g h  the 
court system either at arraignment or a change o f  plea 
p r o c e e d i n g  relati vely soon afterwards. About 10-15% of the 
cases move through the court system towards a trial, a n d  have 
ev i d e n t i a r y  hearings a nd o c c a s i o n a l l y  some trials.

Currently, very few troopers are available for p r o a c t i v e  
traffic enforcement, and this is net expected to change. 
W h i l e  it is likely that additional cases of D r ivin g w i t h  a 
Su s p e n d e d  License (DWL3) would be encountered by troopers, at 
this time it is difficult to estimate how m a n y  cases w o u l d  be 
af f e c t e d  or their exact costs. It is possible that the 
departme nt may have to prepare a request for a ddition al funds 
in the future if these costs prove to be significant.





S e n a t o r  J u d i t h  E .  S a t o

Alaska State Legislature

SPONSOR STATEMENT

SENATE BILL 7

In October of 1993 a man raped and assaulted two women in Anchorage. One of the sad facts in this case was that the perpetrator had been convicted and sentenced for a felony drug offense and yet he was still free. He had a long criminal record that included convictions for three rapes and two vehicle thefts in California. In Alaska he had been convicted for gambling, carrying a concealed weapon, fourth degree assault, trespassing, ana possession of cocaine. His criminal record indicates a violent past and a threat of being a danger to the community. In spite of these facts, the defendant was released on ($5,000.00) bail pending appeal. The lives of two women and their families are forever changed because of these circumstances.
Senate Bill 7 is a simple piece of legislation. It adds to the list of circumstances for which bail is not allowed under AS 12.30.040(b). It will prevent a persons release on bail either before sentencing or pending appeal where the person has been previously convicted of a unclassified or class A felony, sexual assault in the second and third degrees, sexual abuse of a minor in the second and third degrees and stalking in the first degree. Currently state laws says that if there is a conviction for a class A or Unclassified felony bail is not allowed following conviction. This legislation would also acknowledge a potential danger to society when the prior felony conviction had been for violent crimes.
I ask for your support so that we might protect the lives of other potential victims of violent crime.

South Anchorage • Indian • Bird Creek • Girdwood • Hope • Kenai • N ikiski • Kaiifornsky Beach

O During Session: State Capitol •Juneau, AK  99801 • (907) 465-9940 • (907) 465-3766 FAX 
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□ Interim Kenai: 34824 K-Bcach Rd. • Kenai, AK 99611 • (907) 262-4254 • (907) 262-1881 FAX
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Man sought 
in assaults 
on 2  women
P o l i c e  l a u n c h i n g  a  s e a r c h  

f o r  k n i f e - w i e l d i n g  s u s p e c t

W A R R A N T :

M a n  s o u g h t  
in  a t t a c k s

S.J. KOMARNITSKY
Daily News reporterAnchorage police are searching for a 36-year-old man they say assaulted one woman and raped another at ’ "ifepoint early Wednesday ...■ ming.Police have charged Leon­ard John Hoffman with one count of third-degree assault and four counts of first-de­gree sexual assault and have issued a warrant for his arrest.According to court docu­ments. Hoffman allegedly assaulted the first woman shortly after midnight at her Anchorage home. The wom­an told police she knew Hoffman and let him in. 3ut. she told police, he grabbed her face, pushed her onto a couch and then threatened her with a knife.He then broke off the attack and drove her vehicle to a second woman’s resi­dence in a mobile home park off Boniface Parkway, Capt. Shirley Wamer said.According to court docu­ments, the second woman told police Hoffman is her sister’s boyfriend. She let him in after he told her he had been beaten up. The woman said Hoffman had scratches on his arm and she tried to bandage it. She told police he then smoked what appeared to be marijuana.Meanwhile, he made sev­eral trips between the resi-

a c e c a i  'o :n e  N ew s
P o lic e  d e s c r ib e  L e o n a rd  
John Hoffm an as 6-foot, 230 
pounds , with brown ha ir and 
brown eyes.dence and the vehicle. As he went to leave one time, he suddenly grabbed her, pul­led out a knife and dragged her into the bedroom, she said. He then raped her, she said.The woman told officers she ran out of the mobile home about 1:30 a.m when Hoffman went to get some food in a micro wave. She called police from a neigh­bor's residence. Police staked out the mobile home for about four hours, at-

Please see lvage E-5, 
W / .P R A N T

Cornin' -,-n Page E-itempting to make contact. But Hoffman had apparent­ly snuck out after the wom­an left, Wamer said.Hoffman is considered ex­tremely dangerous and pos­sibly armed, Wamer said.Hoffman has a long crimi­nal record including convic­tions in California for three rapes and two vehicle thefts.In Alaska, Hoffman has been convicted for gambling, carrying a concealed weap­on, fourth-degree assault, trespassing and possession of cocaine, according to court records.Last December, he was also charged with four counts of sexual assault for allegedly tying up and rap­ing a woman to whom he offered a ride. Those charges were later dropped for lack of evidence.In June, he was sentenced to three years in jail for drug possession. He was re­leased" on bail after he ap­pealed the conviction.Sgt. Walt Monegan said police are fam iliar with Hoffman. And although they didn’t step up patrols Wednesday night, all officers had been briefed on him and a picture was being circulat­ed.“ Right now, we are keep­ing our eyes out . . .  and following up on any possible sightings," Monegan said.He said officers also were watching Hoffm an’s usual haunts. That included his last reported residence on West 26th Street.Police describe Hoffman as 6 foot, 230 pounds, with brown hair and brown eyes. He often uses the aliases Leonard J .  Samano and Leo Hoffman or combinations of the two. He is considered dangerous and anyone spot­ting him should call the An­chorage Police Department at 786-8900.
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Bombings 
blamed 
on inmate
A u t h o r i t i e s  s a y  T a n  

t r i e d  t o  s c a r e  v i c t i m sBy LIZ BUSKIN
Cany News 'eccrcerA man in jail on race charges orcr.estrat- ed firebombings at two Anchorage homes this winter to frighten his victims out of testifying against him. according to charges filed this week in Superior Court.Leonard Hoffman, an inmate a: C ook Inlet Pre-Trial Facility, was accused Tues­day of arson, witness tampering and inter­ference with an official proceeding. He pieaded innocent to ail c'ur.ts Wednesday.The men the authorities say helped carry out the intimidation. Gilbert Mor.tiei and William "N ick " Lope:, were sim ilarly charged.Only one of the firebombs exploded. No one was injured.Hoffman has been in ja .l since October, when he was arrested on charges that he assaulted a woman at her mobile home in Spenard. then broke off Che assault, drove to another trailer in Muidoon and raped the woman who lived there. Police said Hoff­man. 36. knew both of his victims.

Please see Page 3-2, BOMBING

T a n a n a  i c e



F I R E B O M B S :  I n m a t e  a c c u s e d  o f  s c a r e  t a c t i c s

Pa* v  **•*» o ro to
Leonard H o ffm a n  p lea de d  innocent to arson, w itness  
tam pering and in te rfe ren ce  with an official p ro c e e d in g .

Continues ‘ram ° 2ge 3-tH i timan beg3n trying to intimidate the women soon liter he landed in ;aii. ac- rorcir.g to the 18-cage tharg- .ng document tiled this week.Mcntiei's wide. Dawn, mid coiice Hoffman cailed from ;aii repeatedly and tsked her to tell one of the vomen not to testify."Go up to her and fright­en her." Hoffman said. 3C- .-ordir.g to Dawn Montiei's :tacenent to police. She aiso uaimed he threatened her, ayir.g, "If you don't do this . I'm going to get peopie0 . .  take care of you. I'll each tut and touch you."A man r.amed Shannon lennmgton told police he ••as it the Montieis' house r.e day in November when -loffman called from jaii. iotimar.. he said, promised : give him a gram 01  heroin ; he would shoot at a Spen- rd trailer to frighten a •ornan out of testifying.X er.n iag to a  said he greed to the terms. Sariy r.e moming he and Gilbert iuntiei fired site shots ac the •ailer Hoffman described, lennington said.Hoffman, however, oniy roviced a fraction of the eroin he promised because
1 didn't believe they had cne the job. Xennington •.id. Over the phone from :i, Hoffman let Xenning- r. knew he was angry that •.a shooting hadn't been re­tried in the news."Hoffman said he wanted to make the newspaper, to : it be known to ‘these .-is' that something was tr.g to happen." the char­

ges say. " . . .  Hoffman kept making phone cails to Mon- tiei's residence to try to get Montiei and Xennington to go and ‘do some more to these ladies’ trailers.' "On Dec. 11. a Molotov cocktail was thrown at the Spenara trailer. It landed in the driveway and caused no damage. Two days later, the woman Hoffman is accused of assaulting reported find­ing another Moiotov cocktail — a gasoline-filled bottle with a white rag stumed in the neck — in fronc of her trailer. The rag was partial­ly burned, but the bomb did not expiode.On Jan. 6. the woman Hoffman is accused or rap­ing was sleeping in her Mui-

doon trailer when a lit Moio­tov cockcaii was thrown into her living room window. She put out the fire with an e x tin g u ish e r  b efore it spread.Xennington tola police he heard Montiei and Lopez brag 3 b o u t  the bombing af­terward.Richard Shoefiei, assis­tant superintendent of Cook Inlet Pre-Trial Facility, said the jail coulan’t listen in on Hoffman's phone conversa­tions because it doesn't have phone m onitoring equip­ment. If someone complains about getting threatening or harassing calls from an in­mate, jail officers will teil the prisoner not to call that number again. In extreme

cases, they will nave jfficarc diai pnor.e numbers tor the prisoner. Skoeffai said. Fe­lice never asked him to re- 
icT ic . n o n m s r. s is i is .  r.r said.The Department of Cor­rections is already being sued for allegedly allowing inmates in Cook Ir.ie: Pre- Trial and Spring Creek Cor­rectional Facility ;o piar. and execute the fatal 1991 Fkiutr.a maiibombing from behind bars. The lawsuit, filed by the wife : :  bomcir.g victim David Xerr. alleges the department failed to Iso­lace inmates Dcug Gustafson and R.D. Cheeiy from eac.n other and from peopie out­side the prison who carried out the bombing at the in­mates' direction.Arrest warrants were is­sued for Montiei and Loceo. but oniy Loceo was in jail Wednesday evening, authori­ties said.Hoffman's trial on the Oc­tober rape sr.c =?-aui: char­ges was to begin today. His lawyer. Carmen Gutierrez, asked for more time to pre­pare in light of the new charges. The trial is r.cw set to begin May 11.Prosecutor A u d r e y  Ren- schen said she piar.s to intro­duce evidence of Hoffman's scheme to intimidate the witnesses ac the assault tri­al. No trial date has been set tor the charges filed this week.Hoffman was convicted of raping two women in Cali­fornia and has served hard time in San Quentin. Dis­trict Attorney Id  McNally said.

LEGISLATIVE ACTION

•ills derated 3y lawmakers Wednesday

•ouse passed and sent to Sanato:
-iB -ti? . wmcn would uodate state laws for icensing of cfiila care 
tm es. .mld-oiacement agencies, maternity Homes, adult residential 
ames and foster Homes. Vote: 33-0.
-B-125. wmcn would establisn the CHicxaloon Flats Critical Hat'tat Area 
eng Chickalcon Bay on Kenai Peninsula, a prime bird nesting area. Vote: 
a-2.
•ousa passed and returned to Senate I or concurrunce with changes: 
50151. which would allow the state to pay much of a company's costs

• oil excloration on unleased land in return for the resulting geological 
rormaticn. Vole: 37-2.
5B25I, which would make fishermen with limited-entry permits eligible

« SB252, which would make possession of child pornography a misce- 
meanor. Vote: 38-0.
Sena te  pasaad and sen t to House:
•S3311 . wnich would allow factory trawlers fo receive a tax credit 
toward :he sta te ‘3 new fishery landing tax if they donate to nonorotit 
groups involved in develoomg fishenes i o o s  in coastal villages. Vote: 1 1 - 9 .  
Senate passed and re tu rned to House for concurronca with changes:
• HB29A whicn would extend the life of the Pharmacy Beard througn 
June 1999. Vote: 19-1.
Sena te  rejected:
• H8<i9, which would allow absentee Pallors to be C3s; by fax. Vote: 
12-8.
•SB195 , which would make changes to the state's pnys>cal fheracy 
licensing laws. Vote: 10-10.
• HB323, which would allow sta le officials to rp iiw a  ,ri»—- mii-n about
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Laona rd  J .  H offm an
d o b : 4 / 2 9 / 5 7

S S I /5 7 4 -3 0 -4 5 0 3 D efen d an t. C A SE  N O . 3 AN-5 f J -  7 1 $ ,Z .C R  A R R E ST  WARRANTTo A n y Peace O ffice r Or O th er A uthorized Person:You are commanded to arrest the defendant and b rin g  the defendant before the n earest available judicial o ffice r without unnecessary delay to answer to a com plaint c h a rg in g  the defendant with violation of
A . S . 1 1 . 4 1 . 2 2 0 -L a  1 (  1 . } I  -A * .:U 1 ° ( a )  C U .

'  * * r d u r u —(statute or o fd in an ceT  A ssault 3° and four counts Sexual assa u lt 1‘(offense)
B a i l  i s  s e t  a t  $ 7 5 ,  0  0 O ■ The defendant may not be released until the court approves a third party custcttlaipand/or conditions of release.

Ju d g e/U e p u ty  C lerk by Ju d g e : as ordered]on
L  L  '

the record
Date

S e x : M  R ace: Ht: 6  Wt: 3 ? ( J ^ Hair:  E ves:
D O B : 4 - g ^ - 6 O L / I D f l l i .  UjSJOSSNLast Known A d d re ss : 1 4 1 +  L d a tl   Ph° n e :___Place o f Em ploym ent:____________________________________________ phone:_

RETURNI receive d  the above warrant on  ̂ 19 , and executed itby a rre stin g  the defendant and se rv in g  tEe d ef.n H an t with a copy of this w arrant in ______________________________________ , A la sk a , on  , 19________.
R etu rn  Date ’  S ign a tu re  of Peace O ffice r Type or Print Name

C R -115  A N C I1  ( 2 / 9 2 ) ( s t . 5 )A n n e s t  WARRANT C rim . R . 4 h 0
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IN THE DISTRICT COURT FOR THE STATE OF ALASKA 

THIRD JUDICIAL DISTRICT- AT ANCHORAGE

STATE OF ALASKA,

V S .
Leonard J. Hoffman

DOB: 4/29/57 
AK ID/OL: 6053879 
SSN:574-30-4503 
ATN:

)
)

Plaintiff, ) 
) 
)

Defendant.

Court No. 3AN-S93-‘77<F2- Cr.

COMPLAINT

HiooiiitiM inaiUuunu 
STATE OF ALASKA THIRD 0I3TRICT 

i n  4 H C H O F A G E

O C T  I 3 1993

u i a  IH4J C o u r t ]

8Y Deputy

COUNT ONE 
ASSAULT IN THE THIRD DEGREE 

AS 11.41.220(A)(1)

COUNT TWO 
SEXUAL ASSAULT IN THE FIRST DEGREE 

AS 11.41.410(A)(1)

COUNT THREE 
SEXUAL ASSAULT IN THE FIRST DEGREE 

AS 11.41.410(A)(1)

COUNT FOUR 
SEXUAL ASSAULT IN THE FIRST DEGREE 

AS 11.41.410(A)(1)

COUNT FIVE 
SEXUAL ASSAULT IN THE- FIRST DEGREE 

AS 11.41.410(A)(1)

THE COMPLAINANT CHARGES IN COUNT ONE:

that on or about October 13,1993, at or near Anchorage, in the 
Third Judicial District, State of Alaska, Leonard J. Hoffman did 
recklessly place another, M.B., in fear of imminent serious 
physical injury by means of a dangerous instrument.

All of which is a class C felony offense, being contrary to and in 
violation of AS 11.41.220(a) (1) , and against the peace and dignity 
of the State of Alaska.
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that on or about October 13,1993, at or near Anchorage, in the 
Third Judicial District, State of Alaska, Leonard J. Hoffman did 
knowingly and unlawfully engage in sexual penetration with another 
person, K.V., without K.V. 1 s consent, by penetrating her anus with 
his finger.

All of which is an unclassified felony offense, being contrary to 
and in violation of AS 11.41.410(a)(1), and against the peace and 
dignity of the State of Alaska.

T H E  C O M P L A IN A N T  C H A R G E S  I N  CO UN T TWO:

THE COMPLAINANT CHARGES IN COUNT THREE:

that on or about October 13,1993, at or near Anchorage, in the 
Third Judicial District, State of Alaska, Leonard J. Hoffman did 
knowingly and unlawfully engage in sexual penetration with another 
person, K.V., without K.V.'s consent, by penetrating her vagina 
with his finger.

All of which is an unclassified felony offense, being contrary to 
and in violation of AS 11.41.410(a)(1), and against the peace and 
dignity of the State of Alaska.

THE COMPLAINANT CHARGES IN COUNT FOUR:

that on or about October 13,1993, at or near Anchorage, in the 
Third Judicial District, State of Alaska, Leonard J. Hoffman did 
knowingly and unlawfully engage in sexual penetration with another 
person, K.V., without K.V.'s consent, by penetrating her vagina 
with his penis.

All of which is an unclassified felony offense, being contrary tc 
and in violation of AS 11.41.410(a)(1), and against the peace and 
dignity of the State of Alaska.

THE COMPLAINANT CHARGES IN COUNT FIVE:

that cn or about October 13,1993, at or near Anchorage, in the 
Third Judicial District, State of Alaska, Leonard J. Hoffman did 
knowingly and unlawfully engage in sexual penetration with another 
person, K . V . , without K.V.'s consent, by penetrating her mouth 
with his penis.

All of which is an unclassified felony offense, being contrary to 
and in violation of AS 11.41.410(a)(1), and against the peace and 
dignity of the State of Alaska.

I, Robert M. Gray, state under oath that this complaint is based
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on information and belief derived from my investigation in this 
matter.

M.B. reports that just after midnight, in the early morning hours 
of October 13,1993, she was at her home in Anchorage, when the 
defendant, who she knows as an acquaintance, came to see her. 
While at her home, the defendant suddenly grabbed her face with 
his hand, splitting her lip, and pushed her face into the couch. 
He then ripped her panties off, stuffed them in her mouth, and 
held up a knife as if he were going to stab her. He told her he 
had killed two back men already tonight with a baseball bat. M.B. 
said he suddenly stopped and began to frantically try to make 
telephone calls. She suggested to him that he could take her car, 
and he left. M.B. said she. struggled with him during the above 
encounter, and scratched his face and bit his finger.

K.V. reports that around 12:30 a.m. on October 13,1993, she was at 
her home in Anchorage, when the defendant, whom she knows as a 
boyfriend of her sister, came to her home. She said he wanted in, 
that some black guys had beaten him up. She observed injuries on 
him and invited him in and tried to bandage up his arm, using an 
Ace bandage.

K.V. said he smoked what appeared to be marijuana, after he 
offered her some, and she declined. She said he went back and
forth to his car several times. She said one time as he was
leaving, he grabbed her, pulling her shirt off, and pulled out a 
knife, which he used to cut off her bra. He the dragged her into 
the bedroom. He tied her hands above her head, using the Ace 
bandage she had given him earlier. He told her, "I have nothing 
to lose. I'm going to kill you." He told her he had an lTzi in 
the car. He then forced his finger into her anus. He continued 
to assault her by forcing his finger into her vagina. He forced 
his penis into her vagina. He grabbed her hair and forced her 
mouth onto his penis. During these assaults, he was rubbing the 
knife around her breasts.

Afterward, K.V. tried to pretend everything was okay, because she 
was still afraid that the defendant would carry through on his
threat to kill her. She offered to make him some food, and
managed to escape to call the police when he went to the microwave 
to get hi3 food. She said he followed her, cursing, but she 
managed to get away. B A IL  INFORMATION
The defendant is known to me as a convicted sexual assault felon 
in California. I am also aware that lie is currently out on bail 
pending appeal on a drug conviction.
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Alaska.

October,

P .5

DATED this /^> day of October, 1993, at Anchorage,

Inv. //
Anchorage Police Department

SUBSCRIBED AND SWORN to before^ine^this A ^ Z  da^ of 
1993, at Anchorage, Alaska,

M a . ___________
jQdge/Magistrate

f
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Bill Version: 4 3 7
(S) Publish Date:

Revision Date: _ _ ___________________________

Title: "An A ct relating tn hail after conviction

f o r  v a r i o u s  f e l o n i e s . . . i f  n r ev in u s  c o n v i c t i o n s  exi s t
Sponsor: Senator Sain_________________________

Requestor: (S) Judiciary_________________

Dept. Affected: 

BRU:

Component:

Public, Safety

: 3 M / f .■5

AJaska.State Troopers.
D e t a c h m e n t s

COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)

0799

OPERATING FY 96 FY 97 FY 98 FY 99 FY 00 FY 01

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0 - -0 - -0 - -0 - -0 - -0 -

CAPITAL EXPENDITURES -0 - -0 - -0 - •0 - -0 - -0 -  |

CHANGE W REVENUES ( ) -0 - -0 - -0 - -0 - •0- -0 -R«w*aua Code
FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receiots

1006 GF/MHTIA

Other

TOTAL -0 - -0 - -0 - -0 - -0 - -0 -

Estimate of current year (FY 95) impact: $ -0-

POSITIONS:

FULL-TiME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

'
ANALYSIS: (Attach a separate page if necessary.) 

No fiscal impact is anticipated.

Prepared 8 y: Francis C. Allan___________________________________________  Phone: 269-5691

Division:  A l a s k a  S t a t e  T m n n e r s   Date: 01/26/95

/W ii   Date: d" /  / < 7 / ? .f~Approved t>y Commissioner:

Agency: -Ronald L. One. Dent, of Pnhlir Safety

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
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No. L f -

STATE O F ALASKA
1995 LEG ISLA TIV E SESSION
Revision Date:

F I S C A L  N O T E  Dill Version: 7
B (S) Publish Dale:

Dect. Affected: Deoartment
'  J

•i Law
Title: "...bail after conviction. ..if 10(60030: nas certain BRU: Prosecution
orovious felonv convictions." Component: All
Sponsor: Senator Saio
Reauester: Senator Salo COMPONENT SERIAL NO. CCS5-CC90

E x p en d itu res /R ev en u es (T h o u san d s  of Dollars)
OPERATING EXPENDITURES FY 96 i FY 97 1 FY 98 1 FY 99 | FY 00

O>-IL

PERSONAL SERVICES 1 1 1 1 i
TRAVEL 1 1 1 1
CONTRACTUAL 1 1 1 1 1
SUPPLIES 1 1 1 1 1
EQUIPMENT ' I I I
LAND & STRUCTURES 1 1 1 1 1
GRANTS. CLAIMS 1 1 1 1 i
MISCELLANEOUS 1 1 I ! 1

TOTAL OPERATING 0 . 0  i 0 . 0  1 0 . 0  1 0 . 0  1 0 . 0 0 . 0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
10C6 GF/MHTIA

TOTAL 0 . 0  1 0 . 0  1 0 . 0  1 0 . 0  1 0 . 0  I 0 . 0  1

Estimate of any current year (FY95) cost: $ 0 . 0

POSITIONS
FULL-TIME O.GI 0 . 0 1 0 . 0 1 0 . 0 1 0 . 0 1 0 . 0 1

PART-TIME 1 1 I ! 1 !
TEMPORARY 1 i i i i

|ANALYSIS: (Attach a separate page if necessary)

This bill would prohibit bail after conviction and before sentencing or pending appeal if the person has 
been convicted of an offense that is an unclassified or a class A felony; or a class B or class C felony if the 
person has been previously convicted of an offense that is an unclassified felony, a class A felony, or stalking in 
the first degree, sexual assault in the second or third degrees, and sexual abuse of a minor in the second or 
third degrees. In most cases, courts usually deny bail under these circumstances. However, the bill removes 
the courts’ existing authority to grant bail in these circumstances. In any event, these are sentencing provision- 
that occur after conviction and, consequently, there will not be a fiscal impact for the Department of L3vv.

s - l a _______i ___ aC —:— * • <i * .
Richard I. Peoues. Director")Prepared by: 

Division:

Agency:

Administrative Services Division , ,0 . —  1

lissioner:
Ki'c-L-1 O f . 1 l ‘------

Bruce M. 8 otelhpJ Attorney General
Department of Law

P h rrr /lF5-/,n22_
"  _ _ _ r r

Date: 1/31/95
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