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MEMORANDUM
DATE: February 4, 1980
TO: Council Members, Scientific & Statistical Committee

and Advisory Panel

FROM: Jim H. Branson, Executive Director
—_—
SUBJECT: Discussion of Foreign Allocationg in Return for Market
Opportunities

ACTION REQUIRED

Discussion of the concept, with comments on the document
from Richard E. Gutting, NMFS, entitled "Economic Factors
Related to the Prospects for U.S. Development of Its Alaska
Pollock Fisheries Through Trade With Japan.'

BACKGROUND

Three meetings ago the Council asked that this subject be included in a
future agenda for discussion. The basic concept was that in return for
an allocation, a foreign nation should commit itself to buying some
amount of finished product from American fishermen, or in some other way
encouraging the development of the American fishery for those same
species. Since that directive was given by the Council, several projects
in the same general area have developed and are pretty well covered in
the three attachments to this agenda item. First, is a preliminary
economic analysis by Robert L. Stokes of "U.S.-Foreign Cooperation for
Fisheries Development" in which he explores a tentative offer from West
Germany to buy X amount of finished product from American fishermen in
return for an :allocation of groundfish in the North Pacific.

Second is a long report entitled "Economic Factors Related to the Prospects
for U.S. Development of its Alaska Pollock Fisheries Through Trade with
Japan" prepared by the Division of Policy and Planning, NMFS, Washington.
Nobody has had a chance to critique it as yet.

Third is a letter from Leitzell to Chairman Tillion asking for a meeting
with the Chairman, or other interested Council members, on February 25th
in Seattle to discuss Commerce's effort to expand export opportunities
and try to relate more closely foreign fish allocations to expanded
trade opportunities for U.S. industry.

Attachments
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I INTRODUCTION

The U.S. Fisheries Conservation and Management Act of 1976 (FCMA)
requires the allocation to foreign nations of that portion of the "optimum
yield" of a ffshery resource which is not harvested by U.S. fishermen. The
law provides that;

""the Secretary of State, in cooperation with the Secretary of
Commerce shall determine the allocation among foreign nations
of the total allowable level of foreign fishing which is per-
mitted with respect to any fishery, subject to the exclusive
fishery management authority of the United States. In making
any such determination, the Secretary of State and the Secretary
of Commerce shall consider:
1) whether, and to what extent the fishing vessels
of such nations have traditionally engaged in
fishing in such fishery;

2) whether such nations have cooperated with the
United States in, and made substantial contri-
butions to, fishery research and the identifi-
cation of fishery resources;

3) whether such nations have cooperated with the
the United states in enforcement with respect
to the conservation and management of fishery
resources; and

4) such other matters as the Secretary of State,
in cooperation with the Secretary, deems appro-
priate.' 1

It is possible that the United States may elect to de-emphasize the
principle of '"traditional fisheries' and give more consideration to other
matters: notably, to economic benefits received by the United States in
return for fishing privileges. The preliminary analysis set forth here
indicates that, with some reservations, such a policy could offer substan-
tial economic benefits both to the United States and to the nations offering
such exchanges.

The traditional-fisheries principle itself evolved as a form of trade-
off betweeﬁ the United States and the nations fishing off its coast. Although
the principle originally developed in the international context of the Law of

the Sea, its acknowledgement at the time of unilateral extension of jurisdiction



by the United Sta:oﬁ (FCMA) served important U.S. national interests. These
included the pecaceful recognition by foreign nations of United States rights
of jurisdiction, limitations placed by Japan on its high seas fishery for

salmon of North American origin, and the continuation of fisheries research

in the U.S. Fisherics Conservation Zone (FCZ) by several distant-water nations.

Slow development of the United States fisheries for underutilized species
*such as Alaska bottomfish creates the need for a reassessment of these benefits
and costs. Had the national fishing industry developed rapidly, a few years
of foreign allocation under the traditional-fisheries principle might have
been a reasonable price for what the United States gained at the time FCMA
was enacted. lInsteed, it appears that large surpluses will be available
for allocation to foreign nations for many years, particularly in the Bering
Sea. Thus the cumulative fisheries resources allocated to foreign nations
‘already exceed what had been expected when the FCMA was enacted and will in-
crease with any further downward adjustment in the expécted rate of United States
fisheries development. If the traditional-fisheries principls is retained
(with nominal fees) as the preliminary basis for allocation, the payment made

by the United States to the original fishing nations will also increase.

For the most part, the slow development of the national fishing in-
dustry can be attributed to market conditions. Since mid-1977 the insignifi-
cant increase in the prices of products the United States would produce from
underutilized species (e.g., frozen groundfish blocks and fillets) actually
represents a price decline in terms of real inflation-adjusted doliars. On
the contrary, prices have risen sharply, in real terms, for major items in the
cost of fishing, such as fuel and investment capital.3

There may be another reason for the lag, particularly in the development
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ol an Alaska bottomfish industry. Under the traditional-fisheries principle,
the bulk of Alaskan bottomfish are taken by Japanese firms which find the har-
vest vital to the full utilization of their distant-water fishing fleets and

as a source of raw material for the paste-product market in Japan. Since
Japanese firms also exert economic inflqence over most United States processors
in Alaska through equity ownership, debt financing, and market guarantees, it
415 not beyond possibility that these firms would seek to protect their allo-
cations by retarding the development of an Alaskan groundfishery.

Other nations without traditional fishing rights in the United States FCZ
are beginning to éffer what could be better deals. Many distant-water nations
which have had to accept reductions in North Atlantic groundfish quotas, after
seeking with‘only partial success to replace this production with resources in
the southern hemisphere and elsewhere, still find themselves with underutilized
factory trawler fleets and unsatisfied markets.h Allocations of United States
groundfish surpluses could help them solve both these problems.

A first round of deals has already occurred. First, Mexico traded con-
cessions to United States fishermen in Mexican waters for access to Bering Sea
groundfish (primarily pollock); that allocation is being harvested by a joint
venture (KORMEX) that consists essentially of South Korean distant-water fish-
ing vessels operating under the Mexican flag. Second, Poland also obtained a
Bering Sea pollock allocation, in part because the Poies agreed to sell the
product -- pollock fillet blocks -- to a major United States importer of
groundfish, Mrs. Paul's Kitchen. Finally, the Soviet Union and South Korea
supply some of their factory ships through joint ventures which buy fish at
sea from United States fishermen harvesting under the preferential national

a]location.5

The next round of offers may center on exchanges of export markets for



Fishing riglits.  7The Federal Republic of Germany is requesting a 30,000 mt
allocarion of Bering Sea pollock and other groundfish species in 1980; in
return, they have expressed a willingness to buy up to 10,000 mt of both
high-value and low-value fisheries products from United States industry.
Private groups in Norway and in the southern European nations are formu-
lating similar offers. Not surprisingly, Japanese interests have recognized
vthat to maintain current allocétions, they may have to match these offers.A

7

Indications are that some firms are considering doing so.

Il AID TO THE DEVELOPMENT OF UNITED STATES FISHERIES

The exchange of a guaranteed market in return for fishing rights could
contribute greatly to the development of a national fishery for underutilized
species. Any purchase agreement should open a firm market, assured for some
years by an implicit or explicit linking t§ the allocation of TALFF (total
allowable level of foreign fishing). Quantities and production periods would
most likely be adequate to justify investments in large-scale, year-round trawl-
ing operations, automated filleting lines, and other cost-reducing equipment
needed to make the United State industry competitive. The volume and duration
of the potential markets should be sufficient to make investment in the industry
as secure as in’other available business ventures, thus assuring the participant
good access to the capital market. This has not been'the case in the past,
particularly for processors seeking to move into underutilized species.

In addition, even secure investments must yield a return on capital which
is attractive to potential investors.. Under normal bQSinéss conditions, a
potential investor would calculate the expected rate of return for a fisheries
developiment from market data on prices and production costs in the industry.
Comparing that with rates of return on alternative investments would determine

whether the investment is attractive. With respect to the development of an
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snderutilizod fishery, the answer usually has been ”no.”8

Investment on the national side of a United States/foreign deal could
offer a brighter prospect. The foreign participant obviously intends to make
some, probably the greater part, of his profit from the fishing side of the
deal. Thus, if prevailing groundfish prices did not make the purchase side
financially attractive to United States participants, foreigners could, within
blimits, offer a premium and still come out ahead. That is, they could profi-
tably subsidize the American industry in o}der to obtain allocations of TALFF.

This principle of implied subsidy could be extended further. The govern-
ments of distant-water fishing nations already provide direct and indirect
subsidies to their fishing fleets, in particular for efforts to find new stocks.9
From the standpoint of foreign fishing companies, these home government subsidies
would offset some of the costs of any subsidy they must pay United States economic
Interests.

An improved product reputation would be another possible benefit deriving
to the United States from such deals. U.S. national groundfish products have
not yet established a standard for quality and reliability in export markets.]o
If marketed by established distant-water fishing companies, the products would
reflect the reputation of thoge firms until, over time, American fishermen and
processors would themselves meet the standards and establish a secure market
in their own right. |

bYet another (less direct) benefit of United States-foreign deals would be
potentially iﬁportant to American interests -- the formation of a better market
structure. Currently, a few Japanese fishing and trading firms dominate the
harvest of Alaskan groundfish and the export marketing of such higher-valued

Alaskan species taken by American fishermen such as salmon, crab, and herring.

in economic terms these firms operate in a noncompetitive monopsonistic, or at



least oligopsonistic, market structure.

A moncpsonistic market consists of a single buyer who (in this case)
determines the price to be paid the fishermen by equating marginal factor
cost (what he must pay) with marginal value product (what the fish are worth
to him -- or, roughly what he can sell them for less the costs of processing
and distribution). Unless he can discriminate among fishermen, he must pay
smore for all the fish he buys every time he increases the quantity purchased.
Hence marginal factor cost (the total he must pay for additional fish) is
greater than the unit price paid on any transaction. To equate marginal factor
cost with marginal value product, then, the monopsonist must pay fishermen
less than the value of marginal product; that is, his profit-maximizing decision
will usually be to pay the fishermen less than his selling price net of process-
ing and distribution costs.

An oligopsonistic markgt consists of more than one buyer, but only a few.

Although no single oligopsonist has complete control over the price paid for

 fish, each recognizes that he has substantial influence over that price. In

particular, each buyer knows that if he offers a higher price to capture addi-
tional supplies he may force a reaction from other buyers -- the familiar price
war in which several buyers oﬁtbid éach other to protect their sources of supply.
Therefore oligopsonists, too, generally hold prices below value of marginal pro-
duct because they recognize that individually profitablé purchases may be cost-
lier in the long run if they set off such a price spiral.

Consider how the profit-maximizing strategy of buyers would change, to the
benefit of United States fishermen, if a more competitive market structure
resulted from the entry of other diétant-water fishing companies and nations

through United States-foreign deals. As the number of buyers increases, the

influence of any one diminishes. An extreme case is the perfectly competitive
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world grain market. in which most individual buyers and seflers have so little
effect that the price is regarded as an external constant. Buyers maximize
profits by purchasing grain whenever the value of marginal product exceeds prices,
and farmers come as close as possible in the economic sense to realizing 'full
value for production.'

Although perfectly competitive markets for fish are unlikely, any movement
,in that direction should provide a comparable benefit to United States fishermen

by increasing the value they receive for their catch.

I11. PROBLEMS

What are the proBlems and risks? There are numerous examples in fisheries
where imperfections of the market or erroneous government policies have attracted
capital and labor into alternatives which, although privately profitable, are
socially disadvantageous. This experience dictates a careful search for any
undesirable side effects of contemplated exchanges.

One possible danger is that foreign market deals which are necessarily of
short duration may stimulate apparently attractive short run investmens in the
domestic fishing industry that are actually economic losers in the long run.

A princjpal reason for such a short-term tendency is that existing law (with an
eye to development of the United States fisheries industry) mandates a phasing
out of foreign fishing, and, with it, the economic basis for deals of the above
type. A second reason is that foreign nations will be less willing to pay for
access to United States resources as they depreciate out their present trawl
fleets and find other sources of supply. |

Will American operations then be able to survive under normal market condi-
tions? Where the answer would be in the negative, American producers shutting
down at the end of a iVoreign deal could strand workers or, perhaps, entire

communities. On the other hand, producers recognizing the malleability of
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government nolicy might lobby for continuation of the foreign fishing that
justified their operations or, failing that, for other forms of public support.

Even if the supplying of export markets were to prove profitable in the
long term, it may not be the best development path for the domestic industry.
Considering transportation costs, trade barriers, and other possible factors,
a preferred market would appear to be the domestic United States market for
sgroundfish, primarily supplied now by imported blocks and fillets. Might
fisheries agreements with other nations bias the industry away from that domestic
market, which cou]d otherwise be the most logical destination for Alaska ground-
fish products?

Also, who is to decide who gets the benefits from deals, including any
implied subsidy? Under present legal arrangements, foreign allocations are
made by the U.S. State Department with the advice of the Department of Commerce
and the fisheries management councils of affected regions. As specific American
firms stand to benefit in this allocation, the Departments of State and Commerce
and the Councils, will inevitably be drawn into new forms of domestic economic
allocation and, hence, into domestic politics. How is the State Department to
choose between competitive foreign applicants when each has a domestic processor
to lobby on its behalf? What if one deal subsidizes onshore Alaska processing
and another benefits offshore processing? Here the State of Alaska's preference
for onshore processing will come into play as well. Finally, imagine that a
foreign fishing operatidn is opposed by some American fishing interests (i.e.,
halibut fishermen who fear that foreign trawlers will takt that species)}, but
the same operation is. providing a secure market and possibly a subsidy to other

United States fishing interest.



IV. CONCLUSION

Jdne suggests tsat a lively debate will ensue over these questions. But
with a bit of imagination, real gains may be possible, both for the American
fishing industry and for distant-water fishing nations which do not have
traditional fishery rights in the American Fisheries Conservation Zone. These

ybenefits, to some degree, may come at the expense of such traditional fishing
nations as Japan and the USSR. However, United States/foreign deals may also
demonstfate that gooperation between coastal state and distant-water fishermen
can provide benefits for both. It is hard to imagine two nations more likely to

gain in the long term from the spread-of such an idea than Japan and the USSR.
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UNITED STATES DEPARTMIENT OF COMMERGC!:
National Oceanic and Atmospheric Administratic

b e ~ NATIONAL. MARINE: FISHERIES SERVICE . '
_?;;é% Washington,AD.C. 20235
'?} i B January 30,-1980 F/UD:
Mr. Clem Tillion
North Pacific Fishery
Management Council
P.0. Box 3136DT
Anchorage, AK 99510
Dear Clem, -
TSR '

"As you are aware, the Fisheries Development Initiative announced in
May 1979 included a major effort to expand United States exports in the
non-traditional species. To accomplish this goal, we have established an
export development program in NMFS to work with the fishing industry
throughout the United States to identify export opportunities and assist
our industry in taking advantage of those opportunities where such assis-
tance is necessary. ; )

An integral part of this export expansion activity is a new policy
to try and relate more closely foreign fish allocations to expanded trade
. opportunities for U.S. harvested and processed product. As you are also
- aware, the State Department has withheld 40,000 metric tons of Alaska
pollock from the Japanese TALFF in 1980 pending a forthcoming trade mission
with the Japanese scheduled for April 1, at which time Japanese interest
~ and effort to expand their imports of U.S. products in certain target
species, including pollock, will be carefully reviewed. Dick Frank is
expected to lead that mission, and I expect to accompany him. Similar
discussions will be held with Spain in March, and preliminary discussions
with other European countries are expected to take place at that time
as well. ‘

s

YN These efforts to expand U.S. exports are directly related to our
program to encourage fisheries development in the underutilized species
and to expand our domestic capability to harvest and market these products.
These efforts are so closely tied into the Council's deliberations and
planning for these fisheries in the next several years that I would very
much like an opportunity to meet with you, Jim Branson, and any other
interested Council members who could be available to discuss these issues
further. If possible, I would very much like to meet with your Council
group during a brief visit I shall make to Seattle on February 25.° We
could meet in the morning or in the evening after 6 p.m. At that time I
would also like to bring you up-to-date on the current status of ‘Adminis-
tration policy regarding reallocation of the withdrawn Soviet TALFF.

“




I am going to ask Harry Rietze to get in touch with you to see
whether a meeting can be arranged for February 25, and, if so, to firm
up the details of such a meeting. If we cannot meet, I would like to
discuss this with you on the telephone.

I look forward to hearing from you.

Sincerely yours,

Terry L. Leitzell
Assistant Administrator for"
Fisheries

cc: Harry Rietze
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UNITED STATES DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric Administration
Natibnal Marine Fisheries Service ‘
Woashington, D.C. 20235 Fx53/MM

~JAN 17 1980

T0: North Pacific Council - Jim H. Branson

FROM: Fx5 - Richard E. Gutting, Jr.ZE;l4N{

SUBJECT: Economic Factors Related to the Prospects For U.S. Development
of Its Alaska Pollock Fisheries Through Trade With Japan.

Our office has prepared the attached report as a background paper
on the issue of fishery products trade with Japan. This paper was
done at the request of Terry Leitzell who will be using the information
i in connection with the development of a strategy to enhance -exports of
, . species that are surplus to the needs of the U.S. market.

P —_—
\

We would very much appreciate your review of this repoft, and your
comments, by February 15 if possible. If you have any questions with

regard to the paper, or wish to discuss it, please contact Mort Miller
on (202) 634-7111.
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Introduction

The purpose of this report is to highlight certain economic
factors that have an important bearing on the development of a large
scale U.S. bottomfish industry in Alaska. The focus is on Alasks
pollock which represents one of the most abundant species now usad
for human consumption in the world. It is estimated that in the Northeast
Pacific, within the U.S. Fisheries Conservation Zone (FCZ), there are
ample stocks of Alaska pollock to sustain catches of one million metri
tons annually, which is equivalent to more than one-third of total
U.S. landings of a2ll species from all areas. There are even larger
Alaska pollock stocks in the Northwest Pacific, off Japan and the

USSR.

The Alaska pollock fishery in what is now the U.S. zone has bzen
vigorously exploited by foreign interests since the early 1960's,
principally by the Japanese. U.S. fishermen however, have largely
ignored the fishery, for good economic reasons. Pollock are highly
perishable, and require either onboard processing (for which U.S.
vessels are generally not equipped) or frequent offloadings at
processing sites (which reduces flexibility and productive trip tize).

Moreover, there is a lack of suitable processing sites and where there

* A staff report of the NMFS Economic Analysis Staff, Office of FPolicy
and Planning. Principal contributors to this report were Mortoa Miller,
Richard Surdi, and Donald Whitaker. Typing of text and tables was
done by Bernadette Anderson.

7.
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are buyers, the offering price is low. U.S, fishermea clearlv have had /N

setnv aleavaasdeaan do A1
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U.S. processors have claimed that it is not economicelly feasible
for them to handle pollock. Domestic demand for processed Alaska
pollock is principally for frozen blocks of fillets which are supplied
exclusively by foreign imports. Domestic processors apparently are
unablerto compete with these imports, given the price they would have
to offer U.S. fishermen for raw product in order to encourage U.S.

effort in the pollock fishery. There is a strong demand zbroad, in

ER TR

Japan, for pollock products, but U.S. processors are virtually shut out
of the Japanese market by stringent protective import quotas. Alaska
pollock is the leading species in Japan's marine fisheries in terms of
landings, accounting for nearly one-fourth of the total tonnage. In
terms of value, Alaska pollock is second among the more than 50 signifi-
cant species in Japan's catch. Nearly half the world catch of Alaska
pollock is taken by Japanese fishermen and about 40-45 percent of the
Japanese pollock catch is taken in the U.S. zone off Alaska. The USSR
now harvests about the same quantity of Alaska pollock as Japan, although
nearly the entire USSR catch is taken off its own shores, in the

Northwest Pacifiec.

The Japanese restrictioms on pollock imports constitute a large
obstacle to U.S. industry development of an Alaska pollock fisheryv.
The Japanese utilize over 2 million tons of Alaska pollock (live weight)

annually, of which about 850,000 tons is taken off Alaska. Almost all /"‘\
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the pollock caught by Japanese vessels is for domestic consumption, mostly

asra (surimi) that haz hazn
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processed from Alaskz pollock. In contrast, the U.S. market absorbs

the live weight egquivalent of about 12,000 tons of Alaska pollock almos:c
all of which is izaported in the form of frozen blocks of fillets or
minced flesh. At most, according to a recent study (Combs, 1979),

the United States market has the potential to absorb about 170,000 tons
of Alaska pollock by the lateA1980's. Thus, if U.S. industry depended
solely on domestic markets for sales of Alaska pollock, U.S. demand would
represent only about 15 percent of the amount available in the U.S.

-

pollock fishery ofi Alaska under present management policy.

World Production of Alaska Pollock

Alaska polleck constitute one of the world's major fishery re-
sources. Annual cztches of Alaska pollock in all areas have averaged
about 4.5 million toms, in recent years. This totzl is equal to about

:
one-third of the total world catch of all bottomiish species of which
there are over 50 species with commercial significance (Table 1).
Alaska pollock are caught exclusively in the North Pacific. Roughly,
about three—fourths of the world catch is taken in an area west of 175°
which includes the coastal and offshore areas of Japan, Korea, and the

USSR. The remaining one-fourth is from waters off Alaska, that are

included in the U.S. Fisheries Conservation Zone (FCZ) (Table 2).

2
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Japan, the USSR znd the Republic of Xorea account for almostc the /‘-‘\
I
entire world catch 27 Alaska nelleock in 1977, Japan =a2nd the USSR

respectively harvestsd 45 percent and 456 percent of the world total.
The Republic of Xorea's share was 9 percent, and the combined catch of
other countries including Canada, Poland and the United States was not

statistically significant (Table 3).

About two—-thirds of Japan's catch of Alaska pollock comes from the
Northwest Pacific, which includes Japan's own coastal and offshore waters
and those of the USSR. The other remaining one-third is taken in the
Batsouidis
Northeast Pacific. Neither the USSR nor the Republic of Korea is as
heavily dependent as Japan on the Northeast Pacific for their respective
supplies of Alaska pollock. According to the latest available FAO data

(1977) only between 2 and 3 percent of the USSR Alaska pollock catch and

16 percent of the Korean catch was taken in the Northeast Pacific (Figure 1).

Status of the U.S. Alaska Pollock Fisheries

Alaska pollock make up the largest part of the groundfish stocks
that are found off Alaska. These stocks are most abundant in the Bering e lin

Sea, and are also present in the Gulf of Alaska (Figure 2). Annual bottom-

fish catches by all nations, in the Bering Sea area managed by the
United States, averaged about 1.5 million m.t. in the 5 year period 1974-
1978. Pollock accounted for 78 percent of the total, flounders 12 per-

cent, and the remaining 10 percent consisted of cod, ocean perch,

sablefish, halibut, atka mackerel, and other species (Table 4). 1In the
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Figura 1

Among the Three Principal Nations that
Fish for Alaska Pollock in the North=asc
Pacific, Japan Relizs Most Heavilv on this Area
for its Total Alaska Polleck Catch

Distribution of Alaska pollock catches, :
By (FAO) area of catch, 1977 : D LT

Northeast Pacific '
30% -
- P

- JAPAN
Total =
1,928,000
metric tons |
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USSR DR RSO - oL
~ Total = Northwest - - o
1,975,000 . Pacific - -

98%

metric tons

Northeast‘?acifié
15%

Republic
Korea
Total =
390,000
metric tons
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Pacific
85%
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FIGURE 2

Alaska pollock is the prademinant croundiish speciles

the Eazstern 3erins Sea, and is imporcant also in the

Gulf of Alaska

Composition of groundfish catches in the Eastern

Bering Sea/Aleutian region - Average for 1974-738
(total-= 1,541,000 metric tons)

Flounders
12%

Pollock

\

=

Composition of groundfish catches in the
Gulf of Alaska, Average for 1971-75
(total = 177,000 metric tons)

Rockfish
367

" Sablefish
. 16%

Flounder Halibut

Source: Tables & and 5° -
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Gulf of Alaskaz, bottomfish catches have averagad abcut 177,00
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annually (1971-1975). RockIishes lead the groundfish catch iz the
Gulf of Alaska, with 36 percent of the total, follewed by pollock,

21 percent; sablefish, 16 parcent; and flounders, halibut and ocher

species, 27 percent (Table 5).

The pollock fishery off Alaska began to assume importance In The
early ;960’3 when heavy foreign fishing, particularly by Japan and the
USSR, decimated stocks of yellowfin sole, the principal targst speciss
at that time (Figure 3). Japanese development of the Alaska pollock
fishery was stimulated by their successful implementation of mechanized
processing of pollock into minced meat on mothership and largs factory

stern trawlers. Catches of pollock -in the Bering Sea increased teniold,

from 175,000 tons in 1964 to 1.9 million toms in 1972, while totzl zround-

'—6'_
fish catches reached 2.2 million toms. At its peak, the Japanese
catch of Alaska pollock in the Eastern Bering Sea was 1.7 million toms.

Japanese fleets fishing for pollock and other species in the Northeast

Pacific grew to 10 mothership fleets and 254 independent vessels, raagin

in size between 2,500 and 5,500 gross tons (Tables 6,7).

Declining stock abundance for pollock became apparent afcer 1972,
as catch per unit of effort (CPUE) dropped sharply (Figure &). Betwsen
1972 and 1975 the CPUE index for pollock in the Eastern Bering Sea
dropped 80 percent (Table 8). Restrictions were placed on fishing, and
these restrictions along with declining stocks resulted in increasingly

smaller catches. By 1977 the pollock catch for all nations was down to

FERNEEaT.
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FIGURE 3
The Bering Sea pollock catch pezkad in 1972 and daclined

thereafter due to declining abundance and Zisherw

FeSLriCcCivid —— capdau uas DESh Lne Sreaviminanl Lartrsizss
of Bering Seas pollock since the fisherv came uncarx
heavv commercial exploitation in the 2arlv 1960's.

Annual catch of pollock in the Eastern Bering Sea,
By Japan and other Natiomns, 1964-1973 -
Thousand : c e e =
metric tons .
2500 -
2000 b i . . - . - ‘ - . w e s . . e -
MSY RANGE* . '
. \\\
N .
- 1000 — - . P PO . ,_4‘ .
_2;? LT PP
#.‘.v L)
20¢
. 500 - - - - ~
R R ..i A , R ' - - Ai { | | |
0 ] ] | l. | H -
1964 65 66 67 68 69 70 7l 72 73 74 75 75 77 78

* Range derived from data available prior to 1974. Incorporation of later
data has resulted in an MSY estimate of 1.5 million metric tons.

Source: Table 6
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_ FIGURE 4

The relative abundance of Bering Sea pollock daclinad
" " sharplv since 1972 -- ic has only recently hegun o
/ \ o ' show signs of improvement
index of cacch per unic oi ellvre iu tue Tastern Ze&v ez
pollock fishery, 1968-1978 and forecast 197%-193:%
Index of CPUE
e 1975=100
200
180
i
160 ) o
‘0 : -
>
Foracast*‘o“
(“’
nst .
,“‘J\ .
120
1975=100
100 B A
80 i | { | I | (I l | ! ! d )

1968 69 70 71 72 73 '74 75 76 77 78 79 80 81

* 1968-1978 represents estimates by U.S. scientists.
Forecast 1979-1981 is derived from estimates by Japanese scientists.

Source: Table 8
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about 1.2 million tons, and since then catches have been regulated under / \
FCMA at just under ! willion toms. Estimates of MSV for the Fastern Devinc

Sea pollock fishery are in the range of 1.1 to 1.6 million :toans.

Present management aims at keeping catches slightly under MSY, and
there are signs of improved azbundance. CPUE incrzased in 1978, and
according to some scientists, it will continue to improve through 1981.
In this connection, it needs to be noted that the 1978 pollock fishery
was enhanced by exceptionally strong year classes during 1972-1974.
Later years classes (1975-1976) are élso reported‘to be relatively
strong. In any case, stocks of pollock in the Bering Sea-Aleutians and
Gulf of Alaska areas have been pronounced '"healthy'. by. MMFS_biologists

(Table 9).

In contrast to the Bering Sea, pollock catches in the Gulf of Alaska
have been increasing, although the total amounts to only zabout one-~tenth
of the Bering Sea pollock catch (Figure 5). Since 1971, pollock taken
by all nations in the Gulf of Alaska has increased a2t an average annual
rate of about 40 percent, building to a peak 120,000 tons in 1977. The

catch in 1978 dropped to about 97,000 tons. MSY for the Gulf of Alaska

pollock fishery is estimated at about 163,000 tons (table 10).




Commercial evnlaitation of the noil
Gulf of Alaska hzs not aifscted stock abundancs —-

the annual catch is increasinz as a result of other
nations joining Japan in the fisherv during the 1970's*

Annual Catch of Polleck in the Gulf of Alaska,
Thousand By Japan and other nations, 1964-197
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Foreign Participation in the U.S. Alaska Pollock Fisheries

12

Traditionally, Japan has dominated the Eastern Bering Sea pollock
fishery, and has been an important factor in the Gulf of Alaska pollock

fishéry (Figures 6, 7). In 1978, Japan accounted for 84 percent of the

Bering Sea pollock catch and 27 percent of the pollock catch in the

Gulf of Alaska.

pollock catch was 78 percent (Table 11).

that Japan continues as the leading harvester of Alaska pollock in the

FCZ, with 80 percent of the total (Table 12).

Other nations that have fished for pollock in the Eastern Bering
Sea included the USSR, the Republic of Korea, and more recently Taiwan
and Poland.

of the total catch.

For the two areas combined, Japan's share of the total

Provisional data for 1979 show

Together, these nations account for well under 20 percent

In the Gulf of Alaska, the USSR is the principal

harvester of pollock, (43 percent of the total in 1978) followed by

the Republic of Korea, Japan, Poland, and, in 1979, Mexico.

The combined Bering Sea-Aleutian and Gulf of Alaska foreign alloca-

tions of pollock and other groundfish for 1979 were as follows:

Japan
USSR
Mexico
Poland
Korea
Taiwan
Total

SOURCE:

Pollock

812,909
119,668
12,170
44,523
112,930

5,000

1,107,200

Table 13

Other

244,637
169,647
8,887
6,722
20,206
500

450,931

Total

Groundfish

1,057,546
289,647
21,057
51,245
133,136
5,550

1,558,131

% of
Total

R



Through 1978 only four countries particivated in the
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Eastern Bering Sea pollock fisherv, with Janan

consistentlv taking well above 807 of the total harvest
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Goins ints tne L¥iU's Japan was che S0l: harvester of

nollicek i the Gulf of Alaska -~ now cna of savseral

participants in the fisherv, Japen accounis for about
one-fourth of the annual catch

Catch of polleck in the Gulf of Alaska,

By country, 1972, 1975 and 1673
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U.S. Participation In Its Alaska Pollock Tisheries

There has been little U.S. participation in the Pollock fisheries
off Alaska. No more than 1,500 metric tons of all groundfish species

has been caught by U.S. commercial fishermen in the Bering Sea/

Aleutian
region in any recent year, much of it being sold for bait. Similarly,

in the CGulf of Alaska, most domestic groundfish landings zre the resul:

of supplemental fishing activities, between seasons for more econcmically

attractive species. The domestic groundfish catch in the Gulf of Alaska

in 1976 totaled about 1,550 tons of which less than 200 tons was pollock.

Despite its traditional lack of interest in Alaska groundfish,
especially pollock, U.S. industry has a large harvesting potential
that could be committed to these fisheries. In the Alaskan shellfish
fleet in 1978, there were 197 combination crabber-trawlers, and a large
number of these types of vessels were under construction in 1979.5/ Few
U.Ss. processors.have ventured into the production of groundiish products

in Alaska, but new interest is being generated. 1In 1977, only two firms

in Alaska processed groundfish. According to a survev taken in connaction

with the development of management plans for the groundfish fisheries
in Alaska, there could possibly be 11 additienal U.S. processors handling

Alaska groundfish before 1980.

1/ An NMFS survey during July, 1979, revealed that U.S. boatyards had

T 56 crabber/trawler combination vessels scheduled for delivery in
1979 and 1980, for Alaska fisheries, There were also numerous
additional vessels equipped for trawling that were destined for
Alaska fisheries.
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Wew filléting equipment ceapadble of ellicient procsassing of small / \
fish such a2z Alzsks nollack has Sacome available. and =13 could nsve
the w for eventuzl oroducticn of Irozen blocks for the U.S. markst bv
U.S. industry. It is estimared that as much as 70 psrcsnt 37 pollock

2 Sea are too small

ment that has been in service up to now. Also, resezrch has been under-—

taken, by NMFS, to convert mincad pollock flesh intc conveniznce products

for the U.S. markec.

Development of a U.S. Zrozen block industry, and the successful
large sczle intreduction of pollock-based covenieﬁca foods in the U.S.
market, are long term géals. To reach these goals will require heavy
investment in processing capability and in market deveicgment. In the

near term, marketing constraints will limit participsti:zn by U.S. in-

dustry in the Alaska pollock fishery. These near term limitations are

w

reflected in the actions of the North Pacific Fishery Mznagement Council

1

in its groundfish plan for the Fastern Bering Sea/Al

.

Council has recommended that 36,100 toans of groundfish S= allocated for
domestic harvesting, plus a reserve of 63,324 tons that could be made

.

available to U.S. fishermen. In the Gulf of Alaska, the Council has

reconmendad a domestic harvest allocation in the amount 2:f 116,927 tons,

and a reserve of 63,660 tons. For both areas, combirned, the domestic
allocations plus the reserve zmount to less than 17 percant of the
optimum yield (0Y). Even so, Alaska pollock figures hzzrily in these

admittedly modest short term plans for U.S. participastizn in the Alaska



groundfish fisheries as reflacted in the following recommended alloca-

tions for the Berinz Sza/Aleutian and Gulf of Alaska arezs:
All Croundfish Pollock %Z pocliock
of Total
(Metric tons)
Domestic Harvest (DAH) 173,027 84,150 48.67%
Reserve 141,984 83,760 59.0
Total DAH & Reserve 315,011 167,910 33.3%
Allowable Foreign Fishing
(TALFF) 1,588,115 1,100,890 69.3
Optimum Yield (OY) 1,903,126 1,268,800 66.7
% DAH of OY 9.1% 6.6%
% DAH & Reserve of 0OY 16.6% 13.2
% TALFF of 0OY 83.4% : 86.87%

SOURCE: Tables 14, 15.u»

Japan's Import Policy and Its Implications For
U.S. Alaska Pollock Fisheries Development

Japan follows a highly restrictive import policy with respect to
pollock. Two types of import quotas are imposed. One is a specific quota
on volume that is applicable only to the USSR and the Republic of Korea,
and allows only processed pollock to enter.gj Pollock are alsc includad
with sardines and mackerel, in a quota on value which is subject to change
annually. This quota in 1977 allowed a total of $20 million in pollock/

. . 3
sardine/mackerel imports from all sources.=

2/ The quota in 1978 was 70,000 m.t. which was allocated to a Japanese
fishing company for purchase of pollock at sea from Soviet vessels,
for processing on board a Japanese factory siip.

/ This quota is allocated to a number of Japanese import companies
which carry on trade with more than 80 countries.

S
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The artificizl berriers Japan maintains zgaiast imporis of &

~ls 791 ha P £ T~
pollock will hamper U.S. develoopment of its Alz

Japan, however, mayv not be edger to remove thase barriers. Japan's

fishing industry is highly dependsnt on its

"<,

zone, and its participation in this fishery is contingent upecn con-—
tinued lack of interest In the fishery oan ths part of U.S. producears.
Pollock contributes substantially to Japan's total fisheries production
It is the leading species in Japan's catch, by weight, and ranks second
in Valﬁa. During the 3 vear period 1975-1977, annual pollock catches

LIPS

by Japanese fishermen accounted for 24 percent of Jazpan's total catch
by 3

[ad}]

ranking well ahead of mackerels, herring, tunes and other important
species. Pollock also accounted for close to 7 percent of the value

of Japan's total catch, ranking second tc albacore (Table 16).

Jagan's Primacy as a Market for U.S, Alaska Pollock

The degree of Japan's dependeacy on the U.S. zone for Alaska pollock
is evident in its reported catches in the Eastern Bering Sea in parti-
cular, and also in the Gulf of Alaska. Based on ﬁMES data, it appears
that Japan's Alaska pollock catches off Alaska, may account for nearly
one half of the'total Japanese catch of Alaska pollock, as the following

4/

data indicate: —

4/ These data are obviously not comparable with data published by FAO
which indicates that for 1976 and 1977, respectively the Japanese
catch of Alaska pollock in the Northeast Pacific was 34 percent and
30 percent of Japan's total catch of Alaska pollock.
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Area ot Catch Thous. n.t. Source:
U.S. Area
Bering Sea 869 NMFS
Gulf of Alaska 42 NMFS
Total U.S. Area 911
All Areas 1,931 Gov't. of Japan
% U.S. Area
of All Areas 47.2%

1=
t
1]

Japan is also dependent on fishing grounds off the USSR for part of
supply of Alaska pollock, and the remainder (about one-third) comes from

its own coastal and offishore grounds.

In brief: Japan can supply only a relatively small part of its demand e -

for pollock from its own coastal and offshore fisheries. Much of Japan's

distant water supply of pollock comes from its operations in fisheries

in the U.S. zone, where U.S. fishermen enjoy preferential rights, through. /ﬂ"\
FCMA. U.S. industry, therefore, has an opportunity to harvest a vast resource

for which there is an established market in Japan. However, Japan's quota
restrictions on importations of Alaska pollock will help to assure that

U.S. industry will not exercise its option to harvest Alaska pollock.

Japan represents the best opportunity for U.S. industry to market ke

Alaska pollock abroad. The USSR for example, appears to be nearly self

sufficient in Alaska pollock, as the figures below indicate:

USSR Alaska Pollock Catch, 1977

LT TEEE

U.S. Area: Thous. m.t. Source
Bering Sea 64 NMFS
Gulf of Alaska 42 NMFS
Total U.S. Area 106

All Areas 1,975

% U.S. Areas of fﬂﬂn\gu

All Areas 5.4% o



Also, trade ties between
in contrast to Japan which
as indicated in the following

U.S. Mdse. Exports to:

United Staztes and

the

LA

Japan
USSR

SOURCE: USDC, Statistical Abstract of the United States

The Republic of Korea is a potential market,. for much the same reason
as Japan—-its dependency on distant water fisheries for its supply of
Alaska pollock. Korea has harvested between 400,000 and 500,000 metric
tons of pollock annually in recent years.
total catch of pollock has been in the U.S. zone and another 60 percent
or so in other distant water fisheries, including USSR areas from which
it is now excluded. A substantial part of Korea's pollock catch is ear-

marked for export products.

weight) manufactured into
annually, which would put
roughly in the 350,000 to

volume consumed in Japan.

Potential for Development of the U.S. Market for Alaska Pollock

(Million dollars)

18,623
234

About 20-25 percant of Korea's

About 80,000 tons of Alaska pollock (live
blocks has been shipped to the United States
Korea's domestic consumption of Alaska pollock

400,000 ton range--sizeable, but.well below the

Japan's restrictive
light of the limitations

There is a market in the

other more preferred blocks, especially those produced from cod which

command a much higher price (Table 17).

policy on pollock imports looms large also in
of the U.S. domestic market for Alaska pollock.

U.S. for pollock blocks, but these compete with

In 1978, about 8l million pounds

SenEmAR




PR F '.."""v.','

of pollock blocks ware imported into the United Staces (which were pro- /’-‘\
duced fyam atons I3 000 macric tone of ehale AanlTonlk) | comparved wich

205 aillion pounds of cod blocks. Polleock blocks, zccounted for only
about 20 percent ¢f all block imports, by volume, aad 15 percenc, by

value. In the three previous years the pollock shazre of total block

Also,
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imports (by weight) ranged betwee
during the period 1975-1978, total imports of all typas of blocks in-

creasad 30 percent while pollock blocks alome increased oanly 9 percent

(Table 18).

There is small likelihood that pollock will ?enetrate further into
the U.S. block market. In the Combs report on the prospects for Alaska
bottomfish development, it was noted that ''the opportunity for a large
scale substitution (of pollock blocks for cod) appears unlikely."

ty

Combs reported that "U.S. produced Alaska pollock blocks will generally

only substitute for other pollock blocks on the market, to a total of
125.7 miilion pouands annually." Translated into live weight, Combs'
expectations tell us that the U.S. block market can absorb less than

200,000 tons of U.S. caught Alaska pcllock annually. The figure is

BRI

less than 17 percent of the combined optimum yield recommended by the

North Pacific Council for Alaska pollock in the Bering Sea-Aleutian and

Gulf of Alaska areas. Combs did not take into account the possible
utilization of the minced flesh of pollock into Zrozen "couvenience"
items, such as croquettes, cakes, patties, etc. but even this market

has its limitations. According to MMFS reports, about 27 million pounds
of these products were marketed in the United States in 1977. Even if

this market could be doubled over the next few years, and zll of the
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COD IS MUCH PREFERRED OVER PCLLCCKX IN THE U.S5. BLOCK MARNET

Million
pounds U.S. Imports of Frozen Blocks
500
400
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7
200 i'uuuml““‘.“.:;";, Cod “huul“"""""“
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pound
100 U.S. Wholesale price of Frozen Blocks
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Demand limits for pollock in the U.S., compared with substitute

this dims the proiitability outlook for
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items, constrain pri
prospective U.S. processors of Alaska pollock for the U.S. market. One
recent study (Martia, 1978) noted that at the prevailing wholesale
pollock block price in December, 1977 ($.68/lb.),'processors cauld break
even only if they paid no more than $.07 per pound for raw whole pellock.
This is considerably below the $.10 per pound price that the Combs re-
port indicates will be required for a U.S. vessel to target protfitably

on Alasks pollock. Another (unpublished) study's provisional results
(Stokes, 1979) show that at 1978 Qholesale prices, production of Alaska
pollock by U.S. harvesters and processors would yield negative returns.
Combs also reported that ‘''shoreside processing plants . . . which process
a large percentage of pollock are marginally profiteble without including
the high grade and speciality products.'" Combs further reported that
catcher/processor vessels targeting on polleck (and producing for both
the U.S. and Japanesz markets) could expect e return on capital of only
about 4.5 percent--or 8.3 percent if other groundfish were includad along

with pollack.
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. domactis markah i3 non oan alhogsiber ALivrac-
tive option for U.S. harvasters and processors. 7The profitability out-
look is at best modest, and in anv case tine marxer will take only a
relatively small proportion of the output the iisheryv is able to sustain.
.

The more attractive market lies, potentially, in Japan, but this market

under present Japanese policy is virtually closed to U.S. industry.

Demand for Fishery Products in Japan

The magnitude of demand for pollock in Japan--and Japan's potential
as a market for U.S. caught pollock—--is derived from the strong pre-
ferences Japanese have for fishery products in their @iet. Per capita,
the Japanese consumed ‘an estimated 78.9 pounds of fishery products in
1977, one of the highest rates in the world (Table 19). This compares
with 12.3 pounds in the United States, about 25 pouands in the USSR, 42

pounds in Norway, 16 pounds in the UK and 41 pounds in the Republic of
Korea, to cite a few examplas. Consumption of fishery products in Japan,
moreover, is rapidly increasing. Since 1970, thers has been a 30 percent
increase in total consumption, with population up only about 10 percent
(Table 20, 21). Japan consumes clese to 15 percent of the world's

supplies of fish and shellfish, which is more than double the portion

consumed in the United Statas (Table 22).

The Japanese appetite for fishery products is traditiomal, but it
has also been fed in recent years by rising incomes generated by a strong

and growing economy. Among the industralized nations of the world,

and rzcent analvses revezl Is that producing
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Japan has been the frontruaner in aconcmic growth measurad by changss
in Gross Naniecral Prodecs (20 Ratwzan 1270 and 1272, Jaran's "Reall
4 -~ R & - - 3 . ~ - - 35 1 - = -~ -
GNP (adjusted for inflacion) increased an average 5.3 percent anncally.
M - 3 ~ - 3 - - fog™ e rraes — gy o de F o s -
Comparable GNP growth in the United States was 3.3 percen:; in wWest

Germany, 2.7 percent {Table 23). Only a few years ago, the Japansse were

well behind Americans in discretionary income, but th

[}

closed. 1In 1978, per capita disposable income in Japan was $6,06G1,

compared with $6,672, in the United Statss.

With larger incomes, Japanese have taken the opportunity to upgrade

.

al protein foods. Per

their diets through greater ceonsumption of anim
capita consumption of fishery products and meat together grew 24 per-

-

cent from 1970 through 1977. Consumption of meat increased faster
than fishery products, but the disproportionate changs barely diminished

cf.-,',

the relative importance of products. In 1977, fishery products

still accounted for nearly 75 percent of the total quantities of fish,
beei, pork and chicken consumed in Japan (Table 19). In the United
States, fisherv products account for only about 6 percent of the aggragate
. c . . N 5/
consumption of comparadle fish, meat, and poultry products.=
shellfish products also supplied over 47 percent of the per capita per

day animeal protein intake in Janan, compared with 6 percent in the

United States (Table 24) (Figure 10).

53/ It is interesting to note that Japan's per capita consumption of
fish and meat, in 1977, totazled 106 pounds compared with 211 pounds
in the United States (See Table 19).
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orms Coansumed in Japan
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There are four basic fishery preduct forms consumed in Japan (Tatbl

These forms, and the estimated percentags sach representad of

sumpticn in recent years ere as icllows: Rtk

~o
PRy

Fresh and Frozen 3
Paste Products 40
Dried, salted, smokad 22

Canned 2 3 5 4 ' /' \

.

8!

Paste procducts are manufactured from surimi which in turn is produc

I8

Fh
|.J-
w
e
4

almost entirely from Alaska pollock. The declining importance of
paste products in Japan is consistent with the decline in Japan's catches

of Alaska pollock. Also, rising incomes zmong the Japanese probably

have induced some substitution of higher priced fresh and frozen, and

other forms, for the lower-priced paste products. Household expendituvres

for "Processed Food", which includes the paste products, increased onlv

74 percent between 1973 and 1978, whils expenditures for '"Fresh, Salted
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period, which is a likely factor in the apparent increase in demand

particularly for fresh and frozen fish produccs (Table 2

Demand and Price for Pasta Products

Although fish paste products are taking a lesser role in Japan's
national diet, relative to other fishery products, producticn and con-—

[}

sumption of the traditonal paste products are stable, and prices ara in-

rc )

creasing. Annuval production of kneaded fish past2 products, which include e
"Chikuwa' (a baked product), '"Xamaboko" (a stezamed produci) and others,

has varied little since 1970, ranging between 1.081 and 1.188 million
<2

tons (product weight). (Table 28) (Figure 13). Prices have been increasing

Hn

as fast or faster than for other fishery oroducts which is an indicator

- . = . — 7
of continued demand strength for the paste products (Figure 14).~/ The

average wholesale price of "processed'" fishery products (which include

the paste products) climbed 115 perceat from 1972 to 1978, more than

matching increases in the average prices paid for "fresh'" fish (11l percent)

oty

6/ The Japanese earmark a substantial portion of their personal budgets

for food. Data for 1976 show that 32.3 percent of personal consump-
tion expenditures in Japan was for 'Food, Beverages, and Tobacco",
compared with 22.2 percent in the United States. (See Table 46).

Z/ Comparisons of relative price changes between varicus fishery products

s
in Japan should be made in light of supply changes. Supplies oi paste
products have, at best, been stable, while supplies of some cther
fishery products, have increased. For examples, wholesale supplies of
"Frozen' fishery products in Japan increased 19 percent between 1972
and 1978, while supplies of '"Processed" fishery products increased
about 8 percent.
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Pollock z2nd Surimi 2rices ind Supplias /‘-‘\
The rise in prices Zor fish paste producczs (mada Irom surimi) has

been parailel=d bdv gains in exvessel prices Ior fresh alaska

pollock at Japanese ports (Tigure 18). Abour 99 percsnt »I suriml is

manufactured from polleck. From 1975 to 197§, the price of fresh pollock

landed at Japanese ports wcose ifrom 27 ven/kz to 71 ven/xz. In dollar equi-

valents, the prics went from $.04 per pound to $.15 per pound (Table 33).

Fresh pollock landed in Japan is processed inte surimi at shore plants, which

produce a lower grade (aznd lowar priced) product than suriml that is pro-

cessed at sea,gj R
Exvessel prices for Iresh pollock dropped slightly in the first half

of 1979, in face of a heavy inventory buildup (that was later reduced). ("\\

‘ \

stance to the hike in the price of fish

tad)

There was also apparent consumer res

jo

/
/

aste products. Pollock cauzht and processed at sea, howsvar
i J

higher prices in .1979 than =z yesar earlier. In an arrangement with the

[a W)
rh
Q
r
[e))
w
o
(@]
(@]
D
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o
j.‘
0

Soviets, the Japanese agre2d tc pay about $.10 per poun
tons of Soviet-caught Alaska pollock offloaded on a Japanese factory ship.

This was 40 percent above the negotiated 1978 price for the same quantity.

8/ Data for 1974 show that 57 percent of pollock landed at fishing ports
is processed into pastz products. About 12 percent gces into other
food products, 19 percent is processed into oil and meal and 13 per-
ceant is consumed in the port regions (product form unknown). (see Table
35). R

1

14

9/ Carryover holdings o frozen pollock suriami from 1978 int 1979 totalzad
124,735 m.t., compared with 106,080 m.t. a year earlier. Dy September
1979, however, holdinzs dropped to 83,811 m.t. compared with 126,552 a

year earlier,



Alaskea Polleck Landings in Japan have
Drooned 3Sharoslv since 1976 and Zxvassal
Prices have Tore thzan Doubled
Alaska Pollock Landiags and
Thousand Prices at Japanese Fisaing Ports
Metric toms
1 Landings
2,000 bt
1,500 .
1,000
500 -
0 . 1 » [ 1 | ] ] t ! ] -
1970 71 72 73 74 75 76 77 78 79
Yen Prices Cents/
per XG pound
73 =
75 |- ﬁ u,,,"’-;-l 15
50 - 10
Yen/XG
25 - <5 . - 5
W 5 ‘0“ Cents/LB
»
TITTTTTIT L Ll
o ! i i { | } | | »0
1970 75 76. 77 78 79%*

71 72 73 74

%12 Months ended June 30, 1979 - -~ -
Source: Tables 33
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Alse, duriag the fall oI 1979, landinzgs of Alaska pollicck caught b / \
Japaness “igharmen i Fhe Sardiar rana BeaaaRl Aeioas a2l Tt oag R0 7
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1
per pound.—

Wholesale prices for shore processed surimi climbed sharply in
1977, but then droppéd slightly during 1978 (in ven valu=s). However,
the price of fleet processed surimi--che top quality grade-—-was up 2
substantial 15 percent {(in yen) during 1978 (Figure 17). 1In dollar terms,
fleet processed surimi brought $.92/15 wholesals in 1978, comparad with
$.63/1b in 1977. Shore processed surimi averaged $.51/1b in 1978,

RS

$.47/1b a year earlier (Table 34).

Rising prices for pollock, surimi, and surimi products in Japan
reflect sharply reduced catches of Alaska pollock. From a peak of 3
million toms reached in both 1972 and 1973, Japan's annual pollock
catch has dropped well below 2 million tons. The bulk of the Japanese
catch of Alaska pollock is taken in '"distant' wéter fisheries off
Alaska and the USSR. Declining abuandznce of Alaska pollock in these

fisheries in combination with quotas now enforced by the United States

and the USSR in their respective 200-mile zones, contributed to the sharp

H

decline in catches. Japan's coastal and offshore fisheries are providing

more pollock than in the early 1960's, but these fisheries still only

contribute about one-third to the total pollock catch (Table 36).

10/ Pollock catches in the Soviet Zone have a substantizl proportion of
fish with roe, which bring double to triple the price of polloeck
without roe. Only sbout 5 percent of pollock caught in the U.S.
zone are with roe.
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Japanese producers are seeking alternativas to pcllock for making

"3

surimi, but the prosepcts are limited. Croaxker, for example is an

excellent substitute--it is even preferraed cver pollock--but suppnlies

“

)

are declining and are insufficient in any case. The Japanese catch of
croaxker in 1977 was only 40,439 tons, down f£from 85,000 tons in 19547.

The croaker catch, moreover, is equal to only about 2 percent of the
pollock catch. Other species are being tried, including Atlantic

blue whiting, Atka mackerel, Paciiic sardine, and cther mackerel,

but this effort is mostly experimental. It is tharefore reasonable to

conclude that now and in the forseeable future only pollock will sustain

surimi production at its prasent or higher levels.

Dependence on Distant Water Fisheries

Lacking suitable alternatives for pollock, Japan's future produc-

tion of surimi will remain largely dependent on the U.S. and USSR Alaska

-ty

pollock fisheries. These fisheries account for at least two-thirds o

Japan's total pollock catch. Both areas, however, have yielded declining

catches for Japan, with the sharper drop occuring in catches from the

.

Soviet zone, as the following data indicate

RS B
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The gist 0f thess Zzcts zbout Japan's discant wazer fisn catches f \
ig chat daciines kezin nricr o0 Sovmal declaveocione oI auzanded dovice-
diction bv the Unitadl 3I:zz2tes, the USSR, and ocher nactions in whese waztars
Japan has carried out =xtensive fishing opsraticns Wich tha waricus

offshore fisheries maks up what will be a growing differesnti

domestic production and total demand for fisnhery products.—

The Growing Rolz2 of Imports

An obvious answer to the lack of growth in its fish and shel®ish

catches, and one which Japan has zlreadyv adopted is to
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fishery products (Figure 29). Since 1970, Jzpan has gone firom a net ex-
porter of fishery products to being a net importer. In the 12 month period

endinz August 30, 1979, Japan imported $4.91 in fishery products for

[¢)]
(¥
51

each $1.00 exported. Jzpaa's total deficit in its balance of trad
fishery products durinz the period was $3,27! million (Table 40). Imports
are becoming an increasingly impertant contributor to Japan's domestic

supplies. 1In 1974, the quantity imported made up 8 percent of Japan's

domestic supplies of Zishery products. By 1977, the import share had
climbed to 18 percent (Table 41l). Imports from 1974 through 1977 increased

2

at a rate of more than 30 percent ner year in terms c¢f both value and

13/ The Government oI Japan has estimated that by 1985, Japan's domestic
production of f£ish for food use will fall 6 percent short of domestic
demand, while fish for non food use will be 17 percent short of demand.

(See Table 39).
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cuantizy, and from 1977 through most ¢i 1572, the annual rate oI increase
in rha AnTlav valoa of Tamnarts a3 haes 2ot 2L pereosns, Jasan s

1 1

The United Statas has figured importantly in Jzpan's growing da-

pendences on imports

o]

f fishery products. From 1974 to 1978, the value

of Japan's fisherv product imports from the United States increased

-

tenfold, from $56 million to $503 million. 1In the same period, exports
to the United States dropped from 3214 million to S162 million. Thus,
in 1978, Japan imported $341 million more in fiéhery products from the
U.S., than was exported (Figure 21). The United States is now the

single most important country of origin for Japanese imports of fishery

<

[)

products (Figure 22). A major impetus for the change, other than Japan's

need to satisfy domestic demand, was the sharp drop in the value of the

N

dollar vis-a-vis the ven (Figure 23). The exchange rata dropped from
292 yen per dollar in 1974 to 210 yen per dollar in 1978. This, of
course, sowered the price of U.S. goods to Jzpanese in terms of ven,

/,

. . . . 14
and raised the price of Japanese goods to Americans, in dellar terms—

(Table %2).

14/ The decline in the yen/dollar exchange rate began in 1971. The
rate dropped steadily through the first quarter of 1979 when it
began an upturn. As of the end of 1979, the rate had moved up
to 240 yen/dollar. The drop in the yen/dollar rate has been in
response to differential inflation rates between the U.S. and
Japan (Table 44) and the huge merchandise trade surplus Japan
nas in trade with the U.S. (Table 43).
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The United S
Countrv o

Japan: Fish
Countries,

Total US 33,259,638,000 ( I7 Tzluez) Prom oo

\\\ W
Other .

Regions T.S.A.
A 5 3™ / \
U.s.5.R. (2.0%) — 2 (16.92) (13.35 ;

/

Mexico (2.1%)

. o i

H4g. Xong (2.%%) —F— . \
-t ) | - : ‘
Thailand (3.%%) ——— . c: ‘
. ) 7 (1 H
| {= !

! \

Australia (3.6%) ~ \\\

e —

—

Spain {3.6% _ ‘ \ /
China / :
(4.9%)

India/ Indo- \Canaf
(5.4%)/ nesia \(7.9
(6.9% \

Source: Japan Marine Products Importers aAssocizction. Szaristics, Tokve.
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U.S. Exports of Tr

esh znd
Frozen Salmon to Japan
thous. lbs. thous. S
1976 4,275 6,791
1977 31,854 57,422
1978

87,673 197

SOURCE: NMFS, "Fishery Stacistics of the United S:tztias

1

Japan's zrowing demand for imporced Iishary products is ne:t zn isol
pnenomenom. Japan's overall self suificiency in foods:tuffs has droppad
to less than 75 percent in recent years, according to data supzlisd d¥
the Japanese Government's Economic Planning Agency. Shortfalls zra
especially severe in domestic production of protein fcods, such zs =ilx
and dairy products, meat, soybeans, and iishery products. Unliks fishery
products, ncwever, the Japanese Government pradicts substantizl zains
in domestic production of other important protein foods over the comin

vears. rer

in pork, poultry and eggs, and nearly sell
g8S, ¥

£ sufficient in milk azd




products. Domestic production of soybeans also will increase——to the
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1985, compared with less than 4 percent a decade earlier (Table 39).

The point is, Japan by necessity is import minded when it comes
to foods--especially the protein foods. The Japanese moreover have the
resources to pay for imports. Japan's industrial and marketing successes
have resulted in huge trade surpluses. In 1978, Japan's merchandise
exports exceeded imports by nearly $25 billion. Japan's trade surplus
with the United States alone was over $10 billion (Table 46). According
to its New Economic and~Social Seven-Year Plan, Jépan will strive to
reduce their trade surplus and, what is more directly pertinent to the
pollock situation, Jépan also will endeavor '"to contribute in a2 positive
manner to stem prétectionist measures and to develop the frze trade
systém".lé/ Opening its doors to imports of Alaska pollock is therefore
consistent with Japan's needs, and with its general policy with regard to
trade. There is, in fact, precedent for such a move. Japan has already
liberalized its import policy with ragard to formerly protected fishery

items, including smoked herring, cuttlefish, shrimp, and herring roe.

The Importance of Joint Ventures

Joint ventures abroad offer Japan another feasible alternative for
maintaining adequate domestic suppliss of fishery products. 1In the late
1960's and early 1970's, Japanese companies invested heayily ia onshore

processing facilities in Alaska., About the same time, or soon aiter,

15/ Government of Japan, Economic Planning Agency, "Economic Cutlook
Japan, '78, '79."
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Japanese Iishing and trading ccampanies began to participzte in joint

. - 1 R 1 TS = PR A A A
ventures throuzhcus the world., With the enc
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government, the process accaleratad to the point where, as of Mareh 31,
1978, there were 192 Japaness joint-venture ccompanies established in the
Americas, in Asia and in Oceania. The total capital of these joint
venture companies amounts to $115 million in direct and poertfolio in-
vestment of which the Japanese share is $68.75 million, or 59 perceat

of the total (Table 48).

The spread of Japanese foreign investments in fisheries related

ventures underscores the growing needs of Japanese firms (and the conceras

of the government of Japan) for an assured and adequate supply of raw

and processed fishery products. Demand for fishery preducts in Japan

remains strong, while the ability of Japan's fleets to supply the domestic

market declines. Formerly, a third of Japan's total catch was taken in

foreign fisheries, but this has dropped to about one-fourth. Declining

resources, and restrictions placed on foreign fishing by the many governments

which have proclaimed 200 mile-zones of authority over fishing have
materially reduced Japan's distant water catches. Production in Japan's
cwn fisheries has increased, but not enough to contribute to any substan-
tial gains in the total catch. In the last few years Japan's total catch
has been increasing at an annual rate of only about 1.4 percent, comparad
with growth over two prior decades that averaged about 4.2 percent per
year (Table 49). As noted previously, imports were increased to meet

the needs of the domestic market. It is reasonable to assume that at

TN




least z portion of the increase in imports was attridbutable to sales

The history of Japan's involvement in joint ventures with foraign

hing and processing cocmpanies strongly indicates that joint ventures

dealing in Alaska pollock will be sought with U.S. firms, if further

restrictions on Japan's Alaska peollock catch in the Eastern Bering Sea

are

anticipated. Japanese companies alrezadv have estzblished a solid

presence in Alaska where over $18.5 million has beaen directly invested--

in

equity stock--in more than 30 fishing companies that operate shorebased

, 16/ . . : .
processing plants.—  These plants provide the Japanese with, among

other products, substantial quantities of processed tanner crab.

. ) . . 17/

Japan's catches of tanner crab off Alaske have been increasingly restricted.—

In British Columbia, through joint ventures, Japanese companies have

established a thriving roe herring industry that has sutomatic access to

the Japanese market. Further investment in the British Columbia salmon

industry, may now be expectad as Japan attempts to compensate for reduced

catches of salmon in foreign fisheriss following agreements that have
restricted Japanese fishing off Alaska, and in USSR waters.

16/ Investment was concentrated in the processing sector because Japanese
regulations prohibited investments in fisheries governed by inter-
national fishing treaties. Japanese fishing in Alaska was governed
by bilateral treaties with Japan when these investments were mace.

17/ Catch quotas were first applied to the foreign Tanner Crab fisheries
off Alaska in 1969, through bilateral agrzements with Japan and the
USSR. These bilaterals were modified every two years, resulting in
progressively lower foreign quotas. (The USSR was phased out in
1971).
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In brief, foreign joint ventures hawvs pIoven LO Ce an 2II3LITLVE
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strazesT emnloved 5w Jacanese companizs L TEINIALLR 28080 SubDLLAS O

fishery products for the Japanese markgt. I Is reasonadle 2 surnise

that this same strategy would be directad zowarl Alaska pollcz, =3
need dictated. If this were the case, considerable slteraticns lizelr

would be made in Japan's presently restriztive pclloc

Summary aand Conclusicn

The Alaska pollock resources found

the world's major fisherieg. This large Zishary, however, has acttractzc
only negligible interest within U.S. industzr. Over one million toms

of Alaska pollock is caught yearly off Alaska, mostly by the Japznase
who developed the fishery in the mid 196C's. Other foreiga naticns

-

articipate in the fishery, but to a much las
v

-
n

er extent. Princigeilw
these other nations include the USSR and the Rspublic of Xorea. In
addition, relatively small catches are texan by Poland, Taiwan, znd

Mexico.

Pollock is the leading species in Jzpzn's catch and accounts Zo:

about one-fourth of the total. The U.S. zcne supplies nearly halz
Japan's pollock catch. The remainder is taxen in Soviet waters that
are becoming increasingly restricted, and In Japan's own coastal and

offshore waters.

Japan has aimed at being self sufficisnt in Alaska pollock, zad

this has made necessary a heavy investmen:t in distant water fleets of

M.t
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factory vessels and trawlers. Japan has protacted its investment, an
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quotas that have virtually barred the importation of pollock products
into Japan.

Alaska polleck has not caught on with U.S. industry. Probably the
most important reason for this has been the lack of accessible markets
that could be profitably developed. There is a market in the United

States for Alaska pollock in the form of frozen blocks of fillets.

"Supplies of these blocks presently are impcrted, mostly from the st

Republic of Korea. Given the price they would ha&e to offer U.S.
fishermen to induce them to fish for Alaska pollock, U.S. processors

are unable to compete against the imported blocks. However, even if

this were not the case, the U.S. domestic market at best can absorb only

a minor portion of the available Alaska pollock resource. It is estimated
that the maximum potential utilization of Alaska pollock in the United
States is about 275,000 tons, or less than one-fourth of the optimum

yield of this resource.

LI aiane

Obviously, the U.S. Alaska pollock fishery canm be fully utilized

by U.S. fishermen only if a large export trade were to be developed.

It is also obvious that the greatest export market potential lies in

Japan, where some two million tons of Alaska pollock are utilized
annually. Only about one-third of this pollock comes from Japan's

coastal and offshore waters. Two-thirds represents catches by Japan's
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U.S. fishermen have preferential rights in the pollock fisneries

off Alaska, as granted by FCMA. So long as Javan persists in barring

pollock imports from the U.S., there is smzll likelihood that U.S.
industry will exercise its option to harvest this vast resource. By
the same token, if U.S. industry continues to bypass the Alaska pollock

fishery, the resource will indefinitely be allocated to foreig
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in accordance with the provisions of FCMA. Japan's future access to the
U.S. Alaska pollock fisheries appears therefore to hinge upoan U.S.
industry's intentions which in turn are heavily and negatively influenced

by Japan's restrictive import policy with respect to pollock.

Alaska pollock is utilized in Japan as the principal (almost

1

exclusive) raw fish used to produce surimi, a fish paste. Surimi, in
turn, is manufacturad into various fish paste products. With clese to
half of Japan's daily per capita intake of animal protein supplied by

fishery products, it appears that f£ish paste products——or pollock--

account for about 15 percent of the animal protein needs of Japan's

population. This picture is not apt to change, provided Japan has

access to pollock supplies. Sharply rising prices for pollock and
pollock products in Japan indicate that demand continues streng for

fish paste products. A feasible substitute for poilock for making

the desired quantity of surimi has yet to be developed. N
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In brief, Alaska pollock fills an essential role in Japan's national
diet. Tt is reascnzhle to assume that 15 furchor vestrizsicons on Janan's

distant water pollock cztches are made, or anticipacaed, Japan would be
prone to turn towards imports. Japan has, in fac:, degun to import many

fishery products that its own fleets are unzbie fully to supply. In order

to do this, in some cases, Japan has abandonad prote
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To open the door to polleck imports from the Uni:ted States therefore would
be consistent with prior policy changes, as well as with Japan's pronounced
policy "to stem protectionist measures and to develop the frae trade
system'" generally. Most important of all, Japan's own best interest would
be served if prqtective quotas on pollock imports.were dfopped in face of
further cutbacks in the distant water pollock catches, By encouraging
imports'of.pqllock;lﬁhé Japanese goyernment would thereby help to assure

for its public a stable and adequate supply of an essential source of

animal protein.

A question remains whether U.S. industry has the ability and inclina-
tion to supply Japan's pollock needs. U.S. industry will be confronted
with exacting, and unwavering, quality standards for pollock products.
There is also the matter of price. U.S. industry officials say they can
meet the Japanese quality standard. They also are mindful of the strength s
of the Japanese markét and are confident that without undue interference,
market prices will be attractive. There are other obstacles, principally

c

those related to the establishment of suitable processing facilities,

but these are not insurmountable.
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Before a U.S. Alaska pollock industry can become functional, a
cnmnlav netwark of Swasnts musn oo
light of this, industry is perhaps somewhat over confident with respect

ts ability to establish an Alaska pollock sector. DYevertheless,

-

to

t is difficult to believe that given the proper incentives, U.S.

|

industry is not up to the task. What is not difficult to believe,
however, is that the process of building is not apt to begin unless and
until the Japanesa remove the barriers against imports from the United

States.
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