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There is growing consensus that government must actively inter
vene in the Canadian Pacifie salmon fishery to restructure the 
harvesting sector [1; 4; 11]. However, in contrast to the Atlantic 
fisheries, little attention has been paid to the processing industry 
which, without government inducements, has recently under
gone, and continues to undergo profound structural changes. 

The purpose of this paper is to examine the forces, particularly 
exogenous demand shocks, which have disrupted the fishery, 
pushed it towards crisis, and hastened indus trial reoganization. In 
the process, an evaluation of the efficacy of proposed policy to 
correct extant and potential structural problems in both salmon 
harvesting and processing will be made. 

Historical Overview 

Attempts to bring harvesting and processing capacity into balance 
with yields are not new to the salmon fishery. Capacity limitation 
schemes have been instituted by the provincial and federal govern
ments and by the industry itself, and ail have failed. The history 
of these experiments reveals a common pattern; widespread fear 
of an imminent collapse of the fishery, capacity limitation, rising 
salmon priees, capacity expansion, stock depletion, and re-emer
gence of crisis. 

In 1899 the Federal government, apparently motivated by the 
decimation of the Sacramento and Columbia River salmon fisher
ies, fixed the number of Fraser River vessellicences at 500, 350 of 
which were allocated to the canneries on the basis of processing 
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capacity. Additional licences were made dependent upon process
ing capacity and expansion. As the price of salmon increased 50 
too did canning and harvesting capacity. Within three years the 
licensing scheme was abandoned. 

In 1908, an attempt to control the size of the northern fieet 
was made by the canners who, at the time, owned most of the 
vessels. However, as with most privately imposed capacity limita
tion agreements, internai dissension among the participants weak
ened the scheme. By 1910, the Province had taken over adminis
tration of the allotment system in order to maintain it, but to no 
avai!. High prices during World War l and subsequent efforts at 
job creation for veterans led to an abandonment of licence limita
tion. Processing and harvesting capacity expanded accordingly. 

Throughout this period it was weil recognized that fishing 
effort had to be limited to protect the salmon stock. Since control 
of entry to the fishery had proved ineffective, regulation came to 
emphasize time, gear, and area restrictions. From the 19205 
through the 1950s these restrictions became increasingly severe 
to counter the increasing sophistication and size of the fieet. Over 
this period, principally as a result of poor harvests, the processing 
sector went through a series of restructurings. For example, the 
very poor catch of 1927 triggered the creation, through merger, 
of the now dominant firm, British Columbia Packers Ltd. (B.e. 
Packers). In the process, smaller, dispersed canneries were closed 
and the catch was directed to larger, more central facilities. 

By the late 1950s it had become clear that the time, gear and 
area regulations (i.e., effort limitations) were not working. In 
order to ensure adequate escapement to maintain the stock, clo
sures had become more restrictive. In response, fishermen invested 
in more sophisticated technology to improve or maintain individ
ual catches under the more cons training regulatory conditions. 
Increases in prices or in the harvest would induce more entry, 
which in turn induced an even greater hobbling of effort. 

Finally in 1969, after a decade of discussion, licence limitation 
was reintroduced. The Davis Plan sought to control the size of 
the fieet by restricting further entry and through a scheme to 
"buy-back" and retire fishing vessels. The plan failed. Harvests 
and prices recovered From their 1969 lows (Table 1), and in accor
dance with the historical pattern this short-run success spelled 
failure for the capacity limitation program. Rationally, fishermen 
perceived that with restricted entry, higher prices and catches, 
and a fieet reduction via the buy-back, their inco~es would be 
significantly enhanced. Consequently the price at which they 
were willing to be bought-out escalated rapidly. The licences 
themselves, which were freely transferable, commanded prices 

which in sorne instances exceeded the value of the appurtenant 
vesse!. In the end, there simply was not enough money to retire a 
significant proportion of the fieet. 

Table 1 

LANDINGS AND VALUE OF LANDINGS - Be 
(in constant 1981 dollars) 

Salmon Roe Herring Total 
Landings Value Value Value 

(1,000 tonnes) (million $) (million $) (million $) 

1965 43.2 77.7 77.7 
1966 76.6 110.8 110.8 
1967 63.1 995 99.5 
1968 82.7 120.0 120.0 
1969 37.8 71.1 71.1 
1970 72.5 110.2 110.2 
1971 63.3 105.4 105.4 
1972 76.8 113.9 5.1 119.0 
1973 86.5 210.1 22.1 232.2 
1974 63.4 140.1 22.5 162.6 
1975 36.4 80.2 23.6 103.8 
1976 57.5 146.2 37.1 183.3 
1978 70.6 214.0 71.6 285.6 
1979 61.2 198.9 157.2 356.1 
1980 53.9 131.6 29.6 161.2 
1981 78.9 158.1 35.9 194.0 
1982 65.7 149.0 28.9 177.9 
1983 74.0 91.3 43.4 134.7 

Source:	 Government of Canada, Department of Fisheries and Oceans, "Fisheries 
Statistics of British Columbia", various years. 

The Davis Plan failed to substantially reduce the extant fleet, 
and it also failed to cons train the entry of additional capacity. To 
be sure, the number of vessels was curbed and eventually reduced, 
but the "fishing power" of the remaining vessels was much 
increased through capital improvements. Increased prices and 
catches, the emergence of the lucrative roe-herring fishery (many 
vessels participate in both fisheries), and the curtailment of de novo 
entry, provided established fishermen with higher incomes which 
were invested in extremely efficient replacement vessels and the 
addition of sophisticated technology (e.g., sonar, bow thrusters) to 
existing vessels. Numbers of vessels declined but capacity increased 
[12J. 

The 1975 salmon season witnessed the poorest harvest in a 
decade, and, although priees remained firm, the real value of land
ings declined precipitously (Table 1). There was sorne dampening 
of the incentive to·expand harvesting capacity, but this was but 
an interlude. 
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Industrial Structure of the Salmon Fishery 

In regard to industry structure, the conventional industrial organ
ization model emphasizes seller and buyer concentration, barriers 
to entry and exit, product differentiation, and vertical integration. 
These structural dimensions provide a focus for the description of 
the structure of the salmon fishery in the mid 1970s. 

Shaffer [14] has characterized this fishery as an oligopsony, 
with a large number of fishermen selling to a small number of 
processors. Superficially, this characterization appears appropriate. 
In the mid-1970s there were over five thousand vessels active in 
the fishery, and while harvesting capacity varied markedly within 
and between gear types, no individual vessel accounted for a sig
nificant proportion of the catch. However, in the critical dimen
sion of price determination the fishermen do not act independ
ently. The United Fishermen and Allied Workers Union (UFAWU) 
draws a membership of 8,000 From shoreworkers, tendermen, 
and fishermen. White it represents slightly less than half of ail 
fishermen, the UFAWU, through its representation of processing 
plant employees, wields some power in its negotiation of raw fish 
prices with the processors. 

In the mid-1970s processing was highly concentrated. The top 
three non-cooperative processors, B.C. Packers, the Canadian 
Fishing Co. (Canfisco) and Cassiar Packing Co. Ltd., accounted 
for more than half of ail salmon purchases [14:35). Of these, B.C. 
Packers was clearly dominant. With regard to buyer and seller 
concentration, the market for raw fish had elements of bilateral 
oligopoly, with the UFAWU and several other fishermen's organi
zations as sellers and a handful of processors accounting for the 
majority of raw fish purchases. 

Under the licence limitation scheme there was an obvious bar
rier to the entry of vessels to the fishery but, as argued above, no 
effective barrier to capacity accretion. The ease of entry to pro
cessing differed significantly between canning and freezing. While 
the capital costs of a cannery are not insignificant, the major 
impediment confronting an entrant is the development of a 
market for the product. On average, over 50 percent of produc
tion is sold within Canada, and this market is characterized by 
substantial product differentiation [13]. Thus the entrant must 
sell into the highly competitive export market or make significant 
marketing investments, particularly advertising expenditures, in 
the domestic market. By contrast, entry into freezing requires 
only limited expenditures, and, in fact, it is possible to simply rent 
freezing capacity. The product Îs undifferentiated in both domes
tic and ex port markets. Finally, a potential entry barrier exÎsts in 

that both fish buying and processing are subject to licensing, 
although in the early 1970s licences were not restricted in number. 

Product differentiation does exist in the market for raw sal
mon, albeit in a somewhat unconventional form. Fishermen do 
not attempt to differentiate their product to a significant degree, 
although there are some quality distinctions attributable to on
boat handling and refrigeration. On the other hand, processors 
have made a considerable effort to differentiate themselves as 
buyers, based upon unpriced or subsidized services to the fisher
men. These services include: packing and collecting, vesse! moor
age, gear storage and net lofts, vessel repair facilities, net trans
portation, ice, and financing of both vessels and operating costs. 
The provision of these services constitutes a form of non-price 
competition, which is common in the sale of heterogeneous con
sumer goods but rare in the purchase of homogeneous interme
diate products. However, given the oligopsonistic nature of the 
market, this behaviour is not difficult to understand. Theory pre
dicts that in oligopolistic markets, where products are close sub
stitutes and price competition is easily detected, competitors are 
likely to opt for non-price competition. In the market for raw fish 
the product is clearly substitu table, and the defection of any pro
cessor from a given price level will be quickly detected and com
municated amongst fishermen; hence the incentive to offer the 
fishermen non-monetary inducements which are both difficult to 
detect and valuable. 

This form of non-price competition is also consistent with the 
traditionally paternalistic relationship between processors and fish
ermen. At the inception of the commercial fishery, vesse1s were 
owned by the processors, but over time, as fishermen accumu
lated adequate capital to purchase vessels and as entry dissipated 
rents at the harvesting stage, processors withdrew from harvest
ing. Nevertheless, there is an incentive for processors to maintain 
vertical ties with the harvesting sector in order to insure conti
nuity of supply. Canneries qualify as "dedicated" assets, in that 
they cannot readily be converted to activities other than fish pro
cessing. This places the processor in a vulnerable position vis-à-vis 
the fisherman who could, theoretically, extract "quasi-rents" from 
the processor.! However, the fragmented structure of harvesting 
mitigates the probability of opportunistic behaviour on the part of 
harvesters and thus the processors no longer feel compelled to 

'The argument is that if an asset is limited la a particular activity, firms 
transacting with the asset owner can force price below average total cast. 
As long as price exceeds average variable cast s, the asset will continue ta be 
employed, but revenue (i.e., quasi-rents) will be redistributed away from 
the asset owner 1101. 
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maintain self-sufficiency in harvesting. Nevertheless, weak inte
gration, in the form of financing and historical ties, persists. 

Thus, in the early 1970s the structure of the industry was 
characterized by high concentration on the buyers' side of the 
market for raw fish, barriers to entry to harvesting and canning 
but not freezing, non-priee competition for raw fish among pro
cessors, and vertical ties (i.e., quasi-integration) between harvest
ing and processing. Over the 1975-1979 period, pressures came to 
bear on these structural relationships. 

The Boom: 1975-1979 

During the 1975-1979 period the supply and demand conditions 
underlying international trade patterns for a broad range of 
marine products were severely disrupted. The Canadian Pacifie 
fishery was but one of many stages where the reorganization of 
these trade patterns was played out. And while it was a minor 
stage, the impacts were deeply felt. 

International Disruptions 

ln 1973 the "Third United Nations Conference on the Law of the 
SeaU began to deal with the extension of national jurisdiction over 
the sea and its resources. Events overtook the work of the U.N., 
and by 1977 a number of important coastal nations had unilater
ally imposed extended fishing zones. By 1980, eighty-eight coun
tries had introduced 200-mile exclusive zones. Canada's adoption 
of the 200-mile limit did not have a dramatic direct effect on its 
Pacifie salmon fishery. B.e. fishermen were excluded From sorne 
traditional grounds which came under U.5. control, but u.s. 
fishermen were similarly excluded From Canadian waters. The 
Canadian Pacifie salmon fishery had not been particularly vulner
able to exploitation by other high-seas fleets [6]. 

Implementation of the extended zones did, however; have 
severe impacts on the }apanese high-seas fishery, due primarily to 
the closing of Soviet waters. In 1972 its high-seas fleet accounted 
for 36 percent of total }apanese landings. By 1979 this had 
declined to 18.1 percent [8]. 

Roughly three-quarters of this decline was due to reduced }ap
anese landings From within the Soviet zone. The }apanese sought 
to replace these supplies through increased effort in their own 
waters and through different contractual arrangements for for
eign supply. This latter goal was to be achieved through payment 
for fishing rights; joint ventures with foreign fishing cornpanies 
and processors, and through outright importation [9:7]. The Can
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adian Pacifie salmon fishery was deeply affected by the }apanese 
strategies of importation and joint venturing. 

}apanese imports of marine products increased by over 200 
percent in the 1970s; imports of salmon increased by 1000 per
cent. While the u.s. was the prime source of these imports, Can
adian shipments increased From nearly nothing in the early 1970s 
to 5,000 tonnes in 1979 [15]. 

The transition From dependence on a high-seas fishery to 
importation, whether or not at arm's length, was not without 
friction. Threatned were the major, vertically integrated }apanese 
fishing companies whose distant fishery operations had already 
been hurt by energy priee increases and were now faced with 
exclusion From their traditional grounds. An obvious strategy for 
these companies was to substitute imports for landings. Several 
were integrated forward· from processing through distribution 
and were therefore anxious, if not desperate, to find secure sour
ces of supply for their vertical chain. Arrayed against them were 
the large general trading houses, such as Marubeni and Mitsubi
shi, who were adept at international trading, had large financial 
bases, and were also experienced in the dis tribu tion of food pro
ducts in }apan. Both }apanese fishing and trading companies 
entered international markets for marine products hoping to fill 
the void left by the contraction of the high-seas fishery. In their 
attempts to capture a share of the realigned supply system they 
actively competed in a number of foreign markets; including Can
adian markets for salmon and roe-herring. 

Impacts on the Canadian Pacifie Fishery 

The direct effect on the Canadian Pacifie fishery of these strate
gies was a dramatic increase in the export of marine products, 
almost exclusively forzen salmon and herring roe, to }apan. }apa
nese imports From British Columbia of these two commodities 
increased from $26.5 million in 1975 to $208.5 million in 1979. 

This increase in demand, exacerbated by the general inflation 
in commodity priees of the time, led to rapid priee increases. Over 
the 1973-1979 period, the average landed value for every salmon 
species at least doubled (Table 2), and the average increase across 
ail species was 140 percent. Over the same period the landed 
value of the roe-herring went From an average of $206 to $3,385 
per tonne. 

ln addition to dealing at arm's length with established proces
sors, the }apanese attempted to secure supply sources through 
integration into processing. This was achieved through equity 
investment in existing firms, the creation of new enterprises and 
the issuance of loans to established firms. For the most part these 
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Table 2 

AVERAGE LANDED AND WHOLESALE VALUES - SALMON 

1973 1979	 % Change 1980 % Change 
1978-1979 1979-1980 

Average Landed Value ($/kilogram)
 
Chinook 1.85 4.55 +145% 3.72 -18%
 
Sockeye 1.23 2.98 +142% 2.36 -21%
 
Coho 1.68 4.26 +153% 2.56 -40%
 
Pinks 0.59 1.20 +103% 1.10 -8%
 
Chums 1.00 2.58 +158% 2.15 -17%
 

Average Wholesale Value
 
Canned
 

($/48 lb. case) 81.97 121.36 +48% 131.75 +9%
 
Froze n Dressed
 

($/kilogram) 2.65 5.92 +123% 5.73 -3%
 

Source: Province of British Columbia, Ministry of Environment, "Fisheries Pro
duction Statistics of British Columbia", 1982; and Government of Can
ada, Department of Fisheries and Oceans, "Fisheries Statistics of British 
Columbia", various years. 

investments were in salmon freezing and roe-herring processing. 
The major exception was Marubeni's 49.8 percent equity partici
pation in Cassiar, the third largest salmon canning operation. 
This entry had the effect of intensifying competition for raw fish, 
which acted to disrupt the fishery in a number of ways. 

The rather arid statistics on priee increases and rapid escaJation 
of totallanded values do not capture the "gold rush" atmosphere 
which prevailed in the industry. Fortunes were literally made 
with the single set of a net, particularly in the roe-herring fishery. 
While these extraordinary rents would normally have attracted 
entry to the sector, licensing precluded or curtailed the addition of 
vessels to either the salmon or herring fleet. The result was entry 
via "capital stuffing", the enhancement of the catching capaeity of 
existing vessels. Sorne of these investments were made using pro
ceeds From the harvest. Most were debt finaneed, based upon the 
expeetation that priees and harvests would be maintained. 

The competition for raw fish also strained the traditional rela
tionship between fishermen and the established proeessors. While 
the major established processor eschewed priee, as opposed to 
non-priee, competition for their supply of raw fish,.entrant firms 
had no such choice. The creation and maintenance of supporting 
services for the fishermen, the main form of non-priee competi
tion, could not be quickly aecomplished. Therefore, entrants com
peted on the basis of priee al one, and bidding literally took place 
on the fishing grounds. 
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Entry also influenced the traditional product mix between 
canned and frozen salmon. The Japanese were not interested in 
canned product, but sought high quality frozen fish. This was 
reflected in the substantially greater increase in the wholesale 
priee of frozen relative to canned output (Table 2), and the decline 
in the proportion of the harvest which was canned (Table 3). This 
change in product mix meant that the largest part of investment 
in processing was going into expansion of freezing, not canning, 
capacity. 

Table 3 

SALMON UTILIZATION AS A PERCENTAGE Of WHOLESALE VALUE 

1975 1976 1977 1978 1979 1980 1981 1982 

Canned 43 49 53 38 40 51 64 40 

Frozen	 36 32 33 44 49 38 29 49 

Source: Province of British Columbia, Ministry of Environment, "Fisheries Pro
duction Statistics of British Columbia", various years; and Government 
of Canada, Department of Fisheries and Oceans, "Fisheries Statistics of 
British Columbia", various years. 

The responses of the industry to these disruptions were mixed. 
The fishermen were generally pleased with the increased priees 
for raw fish. The established processors, however, felt threatened 
by the entry of competitors with consequent impacts on their 
input costs, and petitioned government to curb the entry of both 
fish buyers and processors. This was done in June, 1979, but sub
sequent events rendered the policy unnecessary. 

In late 1979 the Japanese market collapsed, due in large mea
sure to the rapid priee inflation of marine produets. Major play
ers, in particular Mitsubishi, were sa id to have lost substantial 
sums as a result of their participation in international marine pro
ducts markets, and subsequently withdrew. Within one year the 
landing priee of every salmon species fell (Table 2). The landing 
priee of roe-herring fell from $3,384 to $1,605 per tonne. The 
overall fall in the eombined value of salmon and roe-herring land
ings was dramatic and had obvious impacts on fishermen's in
cornes. At the outset of the 1980s, the fishery was in a precarious 
position. 

Depressed conditions led to exit from processing. A number of 
the smaller processing operations, most of which had been Japa
nese financed, were placed in reeeivership or were absorbed by 
other firms. But not only recent entrants were affected. Two of 
the four major canners faeed ex treme financial distress. In April 
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1980, the New England Fish Company, parent of Canfisco, the 
second largest processor, filed for bankruptcy. In an attempt to 
stave off collapse, the parent directed the subsidiary to sell off its 
northern operations. These were acquired by the dominant pro
cessor, B.e. Packers. However, proceeds of the sale were claimed 
by Canadian creditors, and while the parent failed, the subsidiary 
survived. Canfisco operated for three and a half years under the 
jurisdiction of trustees for the bankrupt parent and du ring that 
time severely restricted its processing of frozen salmon and ground
fish. The firm showed a profit in the 1982-83 fiscal year and was 
absorbed by the Jim Pattison Group, a non-fishery oriented 
enterprise, in early 1984. Canfisco continues to operate on a 
much reduced scale. 

Cassiar, founded in the la te 1890s and the fourth largest pro
cessor in the province, never recuperated from the 1980 collapse, 
and was placed in receivership in September, 1983. Marubeni, one 
of the "big five" Japanese trading companies, had held a 49.8 per
cent equity interest in Cassiar since the early 1970s but refused to 
inject further equity funds. Subsequently Ocean Fisheries acquired 
Cassiar's processing assets. 

Nor did the dominant processor, B.e. Packers, remain un
scathed. It registered significant losses in both 1980 and 1982, and 
has disposed of assets to shore up its financial situation. Overall, 
the processing sector remains in a precarious financial condition. 
A recent survey of the sector based upon a sample representing 
83 percent of industry assets concluded that, 

. the sam pied proeessors have not earned a satisfaetory return 
on their investment sinee 1978. 

Between 1973 and 1979, Canadian proeessors were able to 
obtain priees and exehange rate advantages in export and domestje 
markets that allowed them to eover rising cost factors, white gen
erating a steady return. In salmon, for example, the amount pro
eessors paid B.e. fishermen for their catch salmon [sic] tripled over 
the 1973 to 1979 period, although catch levels fell by about one
third. However, finished goods market priees inereased 50 signifi
eantly that proeessors still earned favourable profit margins to the 
end of 1978. 

By 1980 this trend had reversed: produet demand for both sal
mon and herring roe lessened, priees fell and monetary exehange 
rate advantages began to reverse as the Canadian dollar rose 
against European and ]apanese eurreneies. Monetary exehange 
effects were generally unfavourable to Canadian ]Voeessors in the 
1980 to 1982 period, whereas they had been generally favourable 
in the 1970s [2:2, 211. 

The harvesting sector emerged From the boom-period in an 
equally debilitated condition. The primary problem was an exces

sive debt burden. The number of vessels in the salmon fleet had 
declined from more than 6,000 in 1969 to 4,759 in 1979 [3:17]. 
However, the value of vessels had increased markedly. Estimates 
suggest that between 1969 and 1977 the real capital value per 
seiner had increased by 43 percent to 55 percent, per gillnetter by 
24 percent to 40 percent, and per troll vessel by 69 percent to 78 
percent [3:19]. These increases reflected "capital-stuffing", and 
were, to a large degree, financed by debt. 

Between 1974 and 1982 the fishermen's debt load had increased 
from 45 ta 331 million dollars (Table 4). Moreover the debt struc
ture had changed as the fishermen had come to depend more 
heavily on conventional financial institutions (i.e., banks and 
credit unions) and less upon the processors. Rapidly increasing 
interest rates and the rapid decline in landed values in the early 
1980s had obvious impacts on the fleet. A large number of 
fishermen were virtually bankrupt and remained in operation 
only because creditors were reluctant to take possession of vessels 
which had lost nearly half of their market value over a two-year 
period. 

The boom of the second half of the 1970s thrust both fisher
men and, to a lesser extent, processors into an "expectations trap" 
[5]. Fishermen borrowed heavily to increase their harvesting 
capacity in anticipation of continued high prices. The major pro
cessors financed a part of this fleet enhancement, and while their 
relative position as creditors declined, the absolute level of their 
exposure increased radically (Table 4). The majors also invested 
heavily in inventory during the 1979 season, and subsequently 
had difficulty disposing of product as demand contracted. And 
there was substantial attrition amongst the smaller new entrants 
into processing. 

Table 4 

DEBT STRUCTURE - HARVESTING SECTOR 
(millions current $) 

Credit or 1974 1982 

Processing Co. 6.8 (15%) 21.0 ( 6%)
 
Credit Unions 8.2 (18%) 550 (17%)
 
Banks 20.0 (44%) 200.0 (60%)
 
Other 10.3' (23%) 55.0" (17%)
 

45.3 331.0 

, Includes loans issued by banks or credit unions guaranteed by processors. 

.. Fisheries lmprovement Act loans. 

Source: [21. 
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"Rationalization" of the processing sector has involved exit by 
smaller companies, and a restructuring among the majors. This 
restructuring has meant the absorption of the four th largest 
(Cassiar) by the fifth largest (Ocean) and the purchase of the 
northern operations of the second largest (Canfisco) by the larg
est (B.e. Packers). At issue is whether this is "true" rationaliza
tion; Le., does it generate efficiency gains or does it simply involve 
a shuffling of assets among the majors. Industry interviews indi
cate that there are elements of both. 

B.e. Packers' purchase of Canfisco's Prince Rupert plant allowed 
it to close its obsolete Port Edward facility. Ocean's acquisition of 
Cassiar will permit it to move From aged facilities within the Van
couver urban core to modern facilities on the urban perimeter 
and gives it a presence in the northern fishery. The purchase of 
Canfisco's Lower Mainland plant by the Pattison Group is not 
readily explainable. Industry concentration has increased, and is 
Iikely to increase further with the probable exit of at least two 
more financially weak processors. 

In terms of industrial structure, the legacy of the 1975-1979 
surge in demand for Pacifie salmon is higher concentration in 
processing, a financially weakened harvesting sector, and attenua
tion of vertical ties between harvesting and processing. Concen
tration ratios are set out in Table 5. They indicate more concen
trated control of canning over the 1961-1984 period but show 
variations in the level of control over fresh/frozen processing. 
Interestingly, the cooperatives have increased their share of can
ning and partially regained their 1961 share of fresh/frozen 
processing. 

The processors have both directly and indirectly further with
drawn from the harvesting sector. Direct withdrawal is refiected 
in the sale, by several majors, of portions of their owned fieet. 
Moreover, they have reduced their non-equity ties with vessel 
owners. This includes a reduction in their share of fieet financing 
and a curtailment of services offered to fishermen. In essence, the 
experience of the late 1970s showed that the provision of non
priee benefits to the fishermen could not guarantee security of 
supply. It was also believed that these unpriced benefits were 
becoming increasingly costly. Consequently, the processors came 
to conclude that the costs of sorne of the services they were pro
viding to fishermen were greater than the benefits perceived by 
the recipients. They therefore withdrew or reduced those servi
ces. In particular, financing and moorage service; were curbed 
[13]. 

From an efficiency perspective, it is difficult to evaluate the 
impacts of this restructuring of the processing industry. There 
are no obvious advantages to further concentration in terms of 
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economies of scale. The reduction of non-priee competition could 
be beneficiaL especially if excess capacity in packing and collecting 
is reduced. However, there were clearly significant costs involved 
in the rapid influx and exist of processors. 

Table 5 

PROCE550R5' 5HARE OF PRODUCTION 
(% of value) 

1961 1973 1983' 
Canned F/P Canned F/F Canned F/F 

Top 3 non-co-op firmsJ 65.9 34.7 73.1 62.5 85 50 

Cooperative' 18.3 2.7 8.7 9 16 

IAuthor's estimates based on 1983 production adjusted for changes in owner
ship. 

'F/F: fresh or frozen product. 

)Proportion of output of non-cooperative enterprises, accounted for by 3 largest 
non-cooperative enterprises. 

'Cooperatives' share of total production. 

Source: For 1961 and 1973, [141; for 1983, based on 1983 Department of Fisheries 
and Oceans unpublished production data, and author's estimates. 

The problems emanating from the boom period of the late 
1970s can be attributed to the existence of sizeable, but unclaimed, 
rents in the sector. The rush to capture those rents in large mea
sure ex plains the behaviour of participants in both the harvesting 
and processing stages of the fishery. The policy goaL then, is to 
attach property rights to resource rents available in the fishery 
and to thereby attenuate the rational but destructive rent seeking 
which existed in the period under study. At issue is whether pol
icy is moving in this direction. 

Policy Directions 

The recommendations of the Commission on Pacifie Fisheries Pol
icy included policy initiatives which were intended to curb the 
dissipation of rents attributable to the salmon resource and to 
capture those rents for the Crown [41. Since the main manifesta
tion of rent dissipation is over-investment in the harvesting sector, 
the Commission recommended a halving of the salmon fieet 
through a voluntary buy-back program and an imposed reduction 
in the number of fishing licences. The Commission assumed that 
the harvest could be performed with half the current fleet. Since 
the resource rent is essentially the difference between the value 
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and the cost of the harvest, the fleet reduction was expected to 
increase appropriable rents by lowering costs. These rents were 
then to be captured through the imposition of royalties on the 
catch and through the implementation of a licence auctions 
scheme. In their review of these rents extraction schemes, De
Voretz and Schwindt concluded that: 

The revenues generated by the combination of these two policies 
could, under several scenarios, fully fund the buy-back contribut
ing significant amounts to public revenues at the same time. 
Moreover, the auction scheme introduces considerable uncertainty 
into the Hshermen's decision making, particularly du ring the tran
sitional period. The potential working of the licence auction 
clearly deserves greater study before the scheme is implemented, 
which is no doubt the rationale for the government's reluctance to 
adopt it [71. 

Two years after the Commission reported, the then Minister 
of Fisheries and Oceans announced draft legislation to restructure' 
the Pacifie fisheries [I]. The core elements of the legislation were 
a vessel buy-back program, implementation of fishing allocations 
(quotas), area licensing, and provision for an eventual imposition 
of landing charges (royalties) when the economic situation of the 
fishery warranted it. C1early the thrust of this legislation was to 
curb fishing effort through a reduction of the f1eet, constraints on 
where and how fishing could be undertaken, and constraints on 
how many fish could be taken by individual licensees. The novel 
element in these proposaIs was the quota system which would 
assign property rights to specifie quantities of salmon to specifie 
licensees. In the process, the quota system would remove the 
incentive for the individu al fisherman to increase his ability to 
capture the common property resource, and implicitly assign 
resource rents to the licensee. Unfortunately, for a number of 
reasons, a quota system is simply not appropria te for the salmon 
fishery [4:85]. The proposed legislation clearly did not emphasize 
appropriation of rents by the Crown. It provided that landing 
charges "may be imposed", and if so were not to exceed 10 per
cent of the landings priee of the species. Unfortunately, there is 
no way of knowing if this arbitrary royalty ceiling would have 
been adequate to capture rents generated by a restructured harv
esting sector. 

In any case, with the change of government in 1984, the pro
posed legislation was abandoned, and no alternative policy has yet 
been put forward. It is to be hoped that any new policy initiative 
will recognize that the basic problem of the fishery is the exist
ence of unassigned rents. Historically, competition for these rents 
has resulted in a costly pattern of abrupt entry and exist of capac
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ity both in the harvesting and processing sectors. Policy should be 
directed at reducing capacity in harvesting to increase appropria
ble rents and at devising a flexible formula for rent capture to 
temper the disruptive structural impacts of widely f1uctuating 
landings values. 
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