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PREFACE

On April 5, 1990, following receipt of a request from the Senate Committee on
Finance and a similar request from the House Committee on Ways and Means,' and in
accordance with section 332(g) of the Tariff Act of 1930 (19 U.S.C. 1332(g)), the U.S.
International Trade Commission instituted investigation No. 332-291, Tuna: Competitive
Conditions Affecting the U.S. and European Tuna Industries in Domestic and Foreign
Markets, for the purpose of providing information on the tuna industries and markets of
the United States, the European Community, and other foreign countries and regions.
In addition, the Committees requested a description and assessment of the competitive
effects on U.S. and foreign tuna industries of the following: tariffs and other trade
barriers encountered by.U.S. or third-country exporters; and EC fishery agreements with
nations and island states in the Indian Ocean and elsewhere, that may restrict access of
U.S.-flag tuna vessels to tuna resources within the waters of such nations and island
states. This assessment includes, inter alia, an evaluation of the likely competitive effects
on U.S. and European production and trade of an equalization of U.S. and EC tariffs
and other trade barriers in the markets for raw and canned tuna.

Notice of the investigation and public hearing W:fs given by posting copies of the
notice of investigation at the Office of the Secretary, United States International Trade
Commission, Washington, DC, and by publishing the notice in the Federal Regzster (55
F.R. 14491).2

A public hearing was held in connection with this investigation on August 16, 1990,
in the Commission Hearing Room in*Washington, DC, at which all interested persons
were given an.opportunity to present views and information.3

The Committees requested that the Commission report the results of its investigation
not later than December 3, 1990.

' The letters of request are reproduced in app. A.
2 A copy of the Commission’s Noticé of Investigation is reproduced in app. B.
3 The calendar of the public hearmg is reproduced as app. C.
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EXECUTIVE SUMMARY

This report is in response to a request the Commission received on March 2, 1990
from the Senate Committee on Finance and on.March 13, 1990, from the House
Committee on Ways & Means concerning the competitive condition of the U.S. and
European canned tuna industries in domestic and foreign markets. Specifically, the
Committees requested as much information as the Commission can provide on the
following:

(a) certain economic, technological, and financial information on the tuna industries
and markets of the United States and the European Community; and

(b) to the extent possible, a description and assessment of the competitive effects on
U.S. and foreign tuna industries of (1) tariffs and other trade barriers
encountered by U.S. or- third-country exporters and (2) EC fishery agreements
with nations and island states in the Indian Ocean and elsewhere that may
restrict .access of U.S.-flag tuna vessels to tuna resources within the waters of
such nations and island states.

The Commission also sought to evaluate the likely competitive effects on U.S. and
European production and trade of an equalization of U.S. and EC tariffs in the markets
for raw and canned tuna.

Information was obtained from U.S. and foreign government sources; U.S. and
foreign academic institutions; the United Nations; the EC Commission; industry trade
associations; written submissions from interested parties; Commission staff fieldwork;
and a questionnaire survey of domestic tuna harvesters, processors, and importers.

The study updates and extends the information presented in two previous
Commission investigations, Inv. No. TA-201-53, Certain Canned Tuna Fish (August
1984), and Inv. No. 332-258, Competitive Conditions in the U.S. Tuna Industry
(October 1986). The first of those investigations examined alleged injury from increased
imports of canned tuna; the second assessed the economic condition of the industry in
the 2 years following the section 201 investigation (section 201 of the Trade Act of 1974,
19 U.S.C. 2251), focusing on the role played by imported raw and canned tuna in the
U.S. market and on the economic structure and performance of the foreign industries
(Asian and Mexican producers) that supply raw and canned tuna to the U.S. market.
The present investigation updates the information on the state of the U.S. industry and
market and extends the analysis to Europe, the world's second largest market for canned
tuna. The links between the United States and European industries include similar tuna
resources, investment in EC processing by U.S. processors, and a significant reliance on
third-country suppliers (e.g., Thailand) for the supply of canned tuna to the respective
domestic market. :

The principal findings of the study regarding the U.S. industry are summarized
below: :

1.. The U.S. tuna harvesting sector experienced a substantial contraction during
1986-89. '

. R _

The number of U.S. tuna purse seiners declined from 90 in 1986 to 63 in 1989. The
capacity of the fleet declined 40 percent during the period. Most of the decline resulted
from the sale of vessels to foreign-flag fleets.

2. The U.S. tuna fleet continued its shift to the western Pacific during 1986-89.

Historically, the bulk of the U.S. tuna fleet fishing effort was in the eastern Pacific
area. However, mainly as a result of a particularly severe “El Nino” episode in 1983, a
large part of the fleet moved to the western Pacific area. Although some vessels returned
east, U.S. tuna fishing effort in the western Pacific continued. This resulted mainly from
a combination of improved access to tuna resources afforded by the South Pacific Tuna
Treaty and expanding markets for raw tuna, particularly in Asia. Approximately 50 U.S.
vessels currently are licensed to fish in the western Pacific.

3. After increasing during 1986-87, U.S. tuna landings declined during 1988-89.

U.S. tuna landings rose from 555 miilion pounds in 1986 to 626 million pounds in
1987. Such landings then dropped each of the next 2 years and totaled 541 million



pounds in 1989. A decline in the U.S. tuna fleet capacity led to the decrease in
landings.

4. The U.S. fleet supplies less than half of the raw material requirements of U.S.
canned tuna processors.

During 1986-89, the share of raw tuna supplies utilized by U.S: tuna canners that
was supplied by the U.S. tuna fleet ranged between 39 percent and 45 percent. The
share of tropical (yellowfin and skipjack) tuna supplied by U.S. tuna vessels is higher,
between 48 percent and 56 percent during the period. The U.S. fleet accounts for less
than 10 percent of the supply of raw albacore used by U.S. canners annually.

5. U.S. tuna canners are, by far, the major market for the U.S. tuna fleet.

Historically, U.S. tuna harvesters have relied on U.S. tuna canners to purchase the
bulk of their catch. Prior to 1984, U.S. canners comprised virtually the entire market
for the U.S. tuna catch. However, because of contractual arrangements between U.S.
and foreign tuna processors and with the shift of some of the fleet to western Pacific tuna
fishing grounds, exports of raw tuna increased in 1984. Since then, the U.S. fleet has
exported between 11 percent and 14 percent of their catch annually.

6. Productive capacity in the processing sector of the U.S. tuna industry increased
during 1986—-89, reversing the trend of decline during the previous several years.

Although the number of U.S. tuna-processing plants decreased from 22 in 1979 to 8
in 1985 and further-declined to 7 in 1990, industry-wide capacity increased from 41.5
million standard cases in 1986 to 45.1 million standard cases in 1989. Major capital
improvements were made during the period in existing plants to improve the flow of .
production and to increase yields.

7. U.S. canned tuné productionincreased during 1986-89.

U.S. canned tuna production rose from 637 million pounds, valued at $882 million,
in 1986 to 686 million pounds, valued at $1.1 billion, in 1989. An increase in
production capacity and a generally expanding domestic market led to the rise in
production levels during the period.

8. The principal products produced by U.S. tuna processors are, in declining order
of importance, canned lightmeat tuna packed in water and in oil, and canned
whitemeat tuna packed in water and in oil.

Because of the- greater abundance of raw tropical tuna (used for canned lightmeat
tuna), relative to raw albacore (whitemeat) tuna, available to U.S. and foreign
harvesters, canned lightmeat tuna accounted for an average of 78 percent of the
quantity of total U.S. production of canned tuna during 1986-89. In 1989, U.S.
production of lightmeat in oil, which supplied substantially all U.S. consumption of such
product, accounted for 29 percent of total lightmeat production, while lightmeat in water
accounted for 71 percent. Canned.albacore in water accounted for 89 percent of U.S.
production of canned albacore in 1989. ‘ :

9. ’Il'gg%l egrgployment in the U.S. tuna processing industry generally declined during

The continued restructuring of the U.S. tuna industry during. 1986-89 forced a
reduction in employment of production workers from 12,040 workers.in 1986 to 11,690
workers in 1989. However, hours worked by employees involved in producing canned
tuna remained relatively constant during the period and ranged between 20 and 22
million hours annually.

10. Labor productivity in the U.S. canned tuna industry improved significantly
during 1986-89.

Labor productivity, measured by the number of man hours required to produce a
standard case of canned tuna, improved by 6 percent, from 0.65 in 1986 to 0.61 in
1989. During 1979-85, this figure averaged 0.74. Improvements in production flow and
product yields contributed to the rise in productivity ’



11. The U.S. tuna canning industry experienced positive but substantially declining
net profits during 1986-89. Net profit margins also declined during the period.

Net income before income taxes reported by U.S. tuna processors decreased from
$111.8 million in 1986 to $21.7 million in 1989, or by 81 percent. Profit margins (share
of net sales) declined from 9.9 percent in 1986 to 1.7 percent.in 1989, During 1986-89,
with the exception of 1988, at least one firm experienced operating losses.

12. U.S. tuna canners have taken several measures in response to increasing
competition.

Increasing competition, in large part from imports, has caused the U.S. tuna industry
to respond with a variety of measures in recent years, both in production and marketing.
Production measures include improving labor productivity and production yields by
increasing mechanization and improving plant facilities; decreasing full-scale production
capacity in the relatively high-cost area of Puerto Rico; and, increasing the use of
imported precooked, frozen loins for processing.  Marketing measures include
decreasing the common retail can size from 6.5 ounces to 6.125 ounces; lowering prices
through increased promotional and discount activities; and, increasing the use of
lower-priced, imported canned tuna for branded products.

13. Government involvement in the U.S. tuna harvesting sector centers on the
regulation of marine mammal mortality, access to U.S. and foreign fishing
grounds, and financial assistance for vessel seizures and construction.

The U.S. government regulates incidental dolphin mortality in connection with tuna
fishing in the eastern tropical Pacific by establishing an annual mortality quota.
However, the recent “dolphin-safe” announcement by U.S. tuna canners has effectively
eliminated the need for government involvement, as this action has virtually stopped
U.S. tuna fishing using the method whereby schools of dolphin are encircled.

The U.S. government is also involved in restricting access to U.S. tuna fishing
grounds and in negotiating access to foreign grounds for the U.S. fleet. The Fisheries
Conservation and Management Act of 1976 provides for a 12-mile claim to tuna
resources by the United States. An amendment currently is before Congress to extend
this jurisdiction to 200 miles. The South Pacific Tuna Treaty, which was entered into
during 1987, provides the U.S. tuna fleet licensed access to various Pacific nations’ tuna
resources. In addition to fishery resource access, access to U.S. ports by foreign vessels
is restricted under the Nicholson act. This act does not apply to American Samoa.

The U.S. tuna fleet is eligible for compensation for losses resulting from vessel and
gear seizures in disputed territorial waters under the Fishermen's Protective Act.
Government financial assistance for vessel construction is available through the
Production Credit Association of the Farm Credit Administration and through the
Fisheries Obligation Guarantee Program and the Fishing Vessel Capital Construction
Fund of the National Marine Fisheries Service. .

14. Government involvement in the U.S. tuna processing sector centers on tax
benefits extended in offshore locations.

The U.S. tuna processing sector enjoys Federal and local tax benefits both in Puerto
Rico and American Samoa. Income derived in both locations is effectively exempted
from U.S. corporate income tax. In addition, substantial exemptions from local taxes
are extended in both locations.

The principal findings of the study regarding the U.S. market are summarized below:

1. The U.S. market for canned tuna declined during 1986-88, but rebounded to a
* record level of consumption in 1989.

After declining from 888 million pounds in 1986 to 828 million pounds in 1988, U.S.
apparent consumption of canned tuna reached a record level of 989 million pounds in
1989. Per capita consumption in 1989 also reached a record level of 3.9 pounds. The
rise in consumption in 1989 resulted from a combination of factors, including declining
tuna prices. The value of U.S. apparent consumption of canned tuna increased each
year during 1986-89 and totalled about $1.5 billion in 1989.
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2. The U.S. market preference for canned tuna in water continued to increase
during 1986-89.

The share of U.S. canned tuna consumption held by water pack tuna increased from
74 percent in 1986 to 82 percent in 1989. This share was only 45 percent a decade
earlier. Continued dietary and health concerns and the U.S. tariff structure contributed
to this ongoing shift.

3. Imports of canned tuna captured an increasing share of the U.S. market during
1986-89 and reached record levels in 1989.

U.S. canned tuna imports increased 47 percent in quantity during 1986-89 and
reached a record level of 158 million metric tons the latter year. The 1989 level of
imports represented a record-high 35-percent share of U.S. consumption. Expanding
foreign industries, generally favorable market conditions, generally declining tuna prices,
and shifting consumer dietary preferences led to the rise in imports.

4. Thailand continued its posture as the leading foreign supplier of canned tuna to
the United States by increasing both its supplies to and share of the U.S. canned
tuna market during 1986-89.

Thailand increased its share of the U.S. canned tuna import market to 52 percent in
1989. This increase resulted mainly from expanding production in Thailand coupled
with contractual arrangements to provide canned tuna to U.S. processors. This situation
will likely continue, particularly in light of the recent acquisition of a major U.S. tuna
processor by the largest Thai processor.

5. U.S. imports of tuna loins increased substantially during 1986-89 and will
increase even more in 1990.

U.S. imports of (precooked, frozen) tuna loins more than doubled between 1988 and
1989; such imports during January-August 1990 were more than five times the 1989
annual level. The principal sources are Thailand and Latin America. U.S. processors
began to process loins at a much larger scale during the past 2 years in order to realize
costs savings for labor and transportation compared to-processing whole tuna.

6. After generally increasing during 1986-88, both raw and canned tuna prices
declined in 1989 and 1990.

Prices of raw and canned tuna generally trended upward during 1986-88. Rising
canned tuna inventories and a world glut of raw tuna in 1989 led to a decline in prices.
The decline in canned tuna prices continued in 1990, as aggressive discounting practices
continued. - o

The principal findings of the study regarding the European canned tuna market are
summarized below.

1. The European canned tuna market expanded during 1986-89 and now is second
only to the U.S. market in terms of size.

European consumption of canned tuna increased nearly one-quarter during 1986-89;
the level of consumption in 1989 reached a record 386,000 metric tons. In comparison,
the U.S. consumption level totaled about 449,000 metric tons that year. In 1989,
imports accounted for about one-half of European consumption of canned tuna,
compared to 40 percent in 1986.

2. The European canned tuna market has two distinct segments—one group
countries is supplied mainly by relatively protected domestic industries and has
low import penetration levels, and the other is supplied mainly by imports.

European countries that possess domestic canned tuna industries generally are
mature markets that pose substantial barriers to imports. These markets include France,
Spain, ltaly, and Portugal. Other European markets generally rely on imports for their
entire supply of canned tuna. The primary European import markets are the United
Kingdom, Germany, and the Netherlands.

3. European imports of canned tuna increased substantially during 1986-89, and
Europe sug%passed the United States as the world’s leading importer of canned
tuna in 1986.



European imports of canned tuna increased about 50 percent between 1986-89 to a
record level of about 187,000 metric tons in 1989. European import levels surpassed
those in the U.S. market each year during the period. Imports showed tremendous
growth mainly in European markets that do not produce canned tuna, such as the United
Kingdom and West Germany.! The bulk of this growth was supplied by Asian producers.

4. The growth in the European tuna market and imports occurred despite relatively
high barriers to trade.

The European market presents substantial tariff and nontariff barriers to trade in
canned tuna. Import duties are 24 percent ad valorem for most major foreign suppliers
to major European markets. European markets with domestic industries have nontariff
barriers in the form of quotas and technical requirements. Imports increased mainly in
markets without domestic industries and were supplied principally by low-cost Asian
producers.

5. Canned tuna import prices generally are higher in Europe than in the United
States.

During 1986-89, European imported canned tuna prices generally ranged from
2 percent to 9 percent higher than such prices in the U.S. market. The price
differences can be attributed mainly to higher-value pack styles that the European
market demands. Higher shares of solid-style and yellowfin packs go to the European
market when compared with the U.S. market. ’

The principal findings of the study regarding other foreign tuna industries are
summarized below:

1. The Asian region has emerged as the primary world exporter of canned tuna.

Asian canned tuna producers have developed into the world’s leading exporters
during the 1980s. Thailand is the leading world canned tuna exporter; followed by the
Philippines. Indonesia is an emerging producer and exporter and may challenge the
position of Thailand and the Philippines in the future. Asian producers gained the lead
in world canned tuna trade as a result of competitive advantages afforded by relatively
inexpensive labor, proximity to raw fish resources, and export-oriented national
government and business environments.

2. Asian exporters of canned tuna are solidifying their positions in leading world
tuna markets by improving distribution networks.

In the past, most Asian exports of canned tuna were sold though importers and
brokers in the United States and European markets. However, in recent years, Asian
producers have entered into ownership and distribution arrangements in these markets to
improve their position. The leading Thai producer and exporter of canned tuna,
Unicord, recently purchased the second largest U.S. tuna processor, Bumble Bee, while
the leading Indonesian producer and exporter of canned tuna, P.T. Mantrust, recently
purchased the third largest U.S. tuna processor, Van Camp. In the European market,
both Thai and Indonesian canned tuna exporters have been improving their distribution
arrangements.

3. Asian canned tuna producers are increasing efforts to improve access to raw fish

supplies.

As the canned tuna industries of various Asian countries have expanded, their
demand for raw tuna has increased. Although most of these countries are relatively close
to tuna fishing grounds or possess significant tuna resources within their waters, their
harvesting capabilities are currently limited. Efforts are being made to develop the tuna
harvesting sectors in these countries either through joint-venture arrangements with
foreign fleets, licensing agreements with countries with tuna resources, or through
domestic fleet expansion.

4. The Indian Ocean area has emerged as a major source of raw tuna supplies in
recent years.

In the decade since 1978, the catch of tuna in Indian Ocean waters increased by
nearly 150 percent to about 642,000 metric tons in 1987. Most of the catch is by

! During the period covered by this report, Germany was not unified. Thex;efore. in this report,
Germany is referred to as West Germany.
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European vessels (mainly French and Spanish); the bulk of the catch is exported to
European processors. Efforts are underway in some Indian Ocear_1 countries, such as the
Seychelles, to develop domestic tuna harvesting and processing industries.

5. Government involvement in most foreign tuna industries generally is focused on
industry growth and export development.

The governments of most foreign tuna industriés, particularly emerging industries in
the Asian and Indian Ocean regions, are involved in providing incentives for growth
investment and for generating exports. These incentives generally are in the form of tax
holidays, exemptions from import duties on equipment and raw materials, and export
financing.

The principal findings of the study regarding the competitive effects of tariffs and
other trade-distorting practices faced by U.S. and foreign industries are summarized
below. ’

1. The most trade-distorting U.S. practice is the set of tariffs on canned-tuna
imports. These trade barriers raise U.S. prices of canned tuna ahd put
downward pressure on frozen-tuna prices received by tuna harvesters.

Oil-pack imports are dutiable at 35 percent ad valorem. Water-pack imports. are
subject to a tariff-rate quota equal to 20 percent of the previous year’s domestic
production of canned tuna: imports below the quota are dutiable at 6 percent ad
valorem, while for imports above the quota, the tariff rises to 12.5 percent ad valorem.
The United States is the world’s largest market for canned tuna. Thus, by limiting
imports, these measures raise U.S. prices of imported tuna by 10 percent and of
domestic tuna by 8.4 percent, and depress foreign canned-tuna prices by 2.5 percent.
Overall U.S. consumption is lower, which reduces cannery demand for frozen tuna,
putting downward pressure on prices paid to fishermen. U.S. canned-tuna production is
16.7 percent higher as a result of the U.S. tariffs.. -

The tariff-rate quota has additional effects of market disruption, especially in the
U.S. import market. The change of the tariff rate as the U.S. quota is filled creates
cycles of shortages and surpluses of imported canned tuna. Importers must hold more
warehouse capacity and are subject to uncertainties about the exact closing date of the
quota; these factors raise importing costs and, ultimately, raise the price of canned tuna
to consumers. Disruptions are also felt in foreign exporting industries, which are faced
with cyclical demand for their product, which in turn causes.frozen-tuna prices to
fluctuate. The distortions extend to the EC market, where importers hold off their
orders until after the U.S. quota is filled, in anticipation of a glut of supply from
third-country exporters.

2. The most trade-distorting EC practices are a tariff on canned-tuna imports,
nontariff barriers (e.g., French quotas) in some Member States, and the
preferential tariff treatment given to canned-tuna exporters in certain countries
under the Lome' Convention. These trade barriers raise EC prices of canned
tuna and divert some third-country exports to the U.S. market.

EC imports of canned tuna (regardless of packing medium) are dutiable at 24
percent ad valorem. This tariff, certain nontariff barriers, and duty-free treatment of
imports from Lome’ beneficiaries all act to restrict EC imports by 58 percent, raising the
EC price of imported canned tuna by 18.5 percent. The foreign price of canned tuna is
5.5 percent lower as a result of the EC tariff, and U.S. imports are 23.2 percent higher.
U.S. prices of domestic canned tuna are 4.4 percent lower and U.S. canned-tuna
production is 8.8 percent lower than would be the case .without the EC trade barriers.

3. Equalization of U.S. and EC tariffs could be done in two ways, either by
harmonizing and raising the U.S. tariffs to the EC level or reducing the EC tariff
to the average or marginal U.S. level.

Of the two policy changes, raising the U.S. tariff would create the greater effects on
the U.S. industry and market. Under the Commission’'s baseline assumptions on
elasticities, raising U.S. tariffs to the EC level would reduce U.S. canned-tuna imports by
32.4 percent, raise the price of U.S. canned-tuna imports by 7.7 percent, raise the price
of U.S.-produced canned tuna by 6.1 percent, increase U.S. canned-tuna production by
12.3 percent, and depress foreign (including EC) canned-tuna prices by 2.5 percent.
However, despite the increase in the U.S. canned-tuna price, U.S. and foreign prices of



frozen tuna would decline because worldwide consumption of canned tuna would fall,
which would reduce global demand for frozen tuna.

It should be noted that there are international legal constraints on the ability of the
United States to raise its tariffs on canned tuna, which are bound against increase
(except with compensation to affected foreign exporters) under the General Agreement
on Tariffs and Trade.

Reducing EC tariffs to the marginal U.S. level of 12.5 percent would have
substantially smaller effects on the U.S. industry and market. Under the Commission’s
baseline assumptions on elasticities, U.S. canned-tuna imports would fall by 11.8
percent, the price of U.S. canned-tuna imports would rise by 2.8 percent, the price of
U.S.-produced canned tuna would rise by 2.2 percent, U.S. canned-tuna production
would rise by 4.5 percent, and foreign (non-EC) canned-tuna prices would rise by 2.8
percent. Under this policy scenario, the U.S. price of frozen tuna would move in the
same upward direction as the U.S. canned-tuna price because the- increase in the
worldwide consumption of canned tuna would raise demand for frozen tuna. In the EC
market, canned-tuna imports would decline in price by 6.5 percent and grow in volume
by 29.5 percent, while EC canned-tuna production (including that in Lome’-beneficiary
countries) would decline in price by 5.1 percent and in volume by 10.2 percent.

4. EC fishery access agreements negotiated with various coastal nations have
reduced the operating costs of EC harvesters, but have not caused an increase in
their production nor a decrease in frozen-tuna prices received by U.S.
harvesters.

EC access agreements provide for significant economic assistance paid by the EC
Government to coastal nations in return for their allowing access by EC tuna harvesters
to their tuna fisheries. The EC contribution is an effective reduction in the cost of EC
tuna harvesting, since those vessels would probably have to pay the access fee themselves
without an EC-negotiated agreement. But the EC economic assistance does not

-significantly affect the production of frozen tuna by these vessels, because the catch
limits imposed by the coastal nations as resource-conservation devices probably would
apply whether or not the EC contributed toward the cost of access.

Xvii






Chapter 1
Introduction

The Produgts

The two products of concern in this investiga-
tion are canned tuna and raw (fresh; chilled, or
frozen) tuna, its principal raw material. Canned
tuna is the most widely consumed seafood in the
United States; total supply (domestic and im-
ported) reached a record 1.03 billion pounds, at
an estimated value of $1.6 billion, in 1989; per
capita consumption also reached a record in
1989, at 3.9 pounds.! _

Tuna are pelagic (i.e., surface-feeding) fish
found in nearly all saltwater bodies of the world.
Travelling in schools, they are highly migratory,
often circumnavigating entire oceans during the
course of a year. There are five tuna species of
commercial importance:  yellowfin, skipjack,
bluefin, bigeye, and albacore. Tuna are har-
vested by the fishing fleets of many nations, most
importantly those of the United States, Japan,
Mexico, Korea, and the European Community.
Virtually the entire catch by these fleets (except
Japan) -is destined for tuna canneries; much of
Japan’s catch is destined for the Japanese sushi
market.

In the U.S. market, all but albacore are proc-
“essed into “lightmeat” canned tuna; only
albacore may be labelled “whitemeat” canned
tuna. Whitemeat tuna is usually considered supe-
rior to lightmeat tuna in terms of taste and
appearance. Both products may be packed in
water or vegetable oil. Water-packed tuna is
more popular in the U.S. market, wheras Euro-

pean consumers traditionally have preferred tuna .

packed in oil or in sauces (e.g., tomato sauce).2
Previous Commission investigations

Section 201 Investigation In 1984

Following the receipt on February 15, 1984,
of a petition for import relief filed on behalf of
the United States Tuna Foundation, C.H.B.
Foods, Inc., the American Tunaboat Association,
and others, the Commission instituted an investi-
gation pursuant to section 201(b) of the Trade
Act of 1974 to determine whether canned tuna
was being imported into the United States in such
increased quantities as to be a substantial cause of
serious injury, or the threat thereof, to the do-
mestic tuna industry.

' In the U.S. market, a very small (but rapidly
‘growing) market for sushi (raw tuna) and fresh tuna
steaks also exists, accounting in recent years for less
than 1 percent of total domestic supply of tuna.

2 This preference, however, is changing as in the
U.S. market. See the discussion in chapter 4 on the
Buropean market. :

On August 15, 1984, the Commission issued
its determination® that such imports were not a

- substantial cause of injury, or the threat thereof,

to the domestic tuna industry, and therefore did
not recommend to the President that import relief
be provided.

Although the majority found both increased
imports and economic difficulties faced by the
domestic tuna industry (consisting of both the
harvesting and processing sectors), it did not find
that increased imports were a “substantial cause”
of serious injury or threat of such injury.4 Rather,
the majority found two other factors that played
more important roles in causing the economic dif-
ficulties: (1) costs associated with an
overexpansion of the harvesting fleet and process-
ing facilities in the 1970s and early 1980s,
complicated by unusually high nominal interest
rates; and (2) a shifting of the principal fishing
grounds in ‘the 1980s from the eastern to the
western Pacific following a temporary warming of
eastern Pacific waters (the so-called “El Nino” ef-
fect), which resulted in sharply higher fuel and
transhipment costs.5

Section 332 Investigation In 1986

On January 30, 1986, following the receipt of
a request therefor from the United States Trade
Representative, the Commission instituted an in-
vestigation (No. 332-224, Competitive Conditions
in the U.S. Tuna Industry) under section 332(g)
of the Tariff Act of 1930 for the purpose of gath-
ering and presenting information in the following
areas: .

® The U.S. industry—profile the U.S. tuna
harvesting and canning industry;

® Foreign industries—profile the tuna har-
vesting and canning industries in
Thailand, Taiwan, the Philippines, Japan,
and Mexico;

® The U.S. market—describe the U.S. mar-
ket for frozen and canned tuna and
discuss levels and trends in U.S. con-
sumption, trade, and prices for domestic
and foreign tuna;

® Market trade barriers—discuss barriers to
U.S. tuna exports to Thailand, Taiwan,
the Philippines, Japan, Mexico, and
other relevant countries;

® Conditions of competition in the U.S.
market—analyze the major competitive
factors affecting domestic and foreign

3 See U:S. International Trade Commission, Certain
Canned Tuna Fish, USITC Publication 1558. Chair-
woman Stern was the sole dissenter from the majority
negative determination of Vice Chairman Liebeler and
Commissioners Eckes, Lodwick, and Rohr.

“ To be a “substantial” cause, a cause musil be
“important and not less than any other cause” (sec.
201(b)(4), Trade Act of 1974).

8 See Commission report at pp. 16~20.
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tuna suppliers in the U.S. market, includ-
ing price, quality, marketing, resource
availability, transportation, Government
involvement, exchange rates, and the
_probable impact of terminating the em-
bargo on U.S. imports of Mexican tuna
products.

The report on this investigation® was transmitted

to the USTR in October 1986.

Recent Isshes Facing the U.S. Industry

Some issues affecting the tuna industry have
recently surfaced that were not noted in the Con-
gressional letters of request, but which
nonetheless have implications for internationa
competitiveness. . .

The Incidental Catch of Dolphins by Tuna
Fishermen '

Dolphins (Delphinus delphis), often called
porpoises, frequently school near stocks of yel-
lowfin tuna in the eastern Pacific. In fact, a
common way to locate such yellowfin stocks is to
search for a school of dolphins, because there-is
often a school of tuna swimming just below them.
- In the process of encircling the tuna, a small-per-
centage of the schooling dolphins may -also
become entrapped in the net (the majority of the
dolphins escape), where they suffocate. After be-

ing brought to the vessel, the dead dolphins are

discarded because there is no commercially viable
market for dolphin meat. The incidental catch of
dolphins is an isolated problem, affecting only the
harvest of eastern Pacific tuna (for unknown rea-
sons, dolphins associate only with tuna in the
eastern Pacific).

This incidental catch of dolphins has long
been of concern among animal-rights groups,
Congress, and Government agencies. The catch
of dolphins by U.S. purse seiners increased sig-
nificantly in the 1960s with the growth in the
purse seiner fleet. The Marine Mammal Protec-
-tion Act (MMPA) (16 U.S.C. 1361 et seq.) was
enacted by Congress in 1972 in response to public
concern that certain marine mammal populations,
inciuding dolphins, were being harvested in such
numbers that they risked becoming endangered
species. Under the authority of the MMPA, the
Administrator of the National Oceanic and At-
mospheric Administration (NOAA) of the
Department of Commerce is empowered to close
the eastern Pacific tropical tuna fishery associated
with dolphins when such tuna harvesting activity
results in a bycatch of dolphins exceeding a set
annual quota. Beginning in 1977, the Adminis-
trator of NOAA authorized an annual dolphin
quota of 20,500 animals. The U.S. industry first

¢ U.S. International Trade Commission, Competitive
Cona;i;ion: in the U.S. Tuna Industry, USITC Publica-
tion 1912,

approached this quota in 1986, when for the first
time the Administrator ordered the closure of the
eastern Pacific fishery beginning October 21,
1986, and continuing through the remainder of
that year. This move was considered controver-
sial because the U.S. industry alleged that the
estimated dolphin count had been statistically bi-
ased (by a reduction in the staffing of NOAA
observers on U.S. vessels whose job it is to report

~on each vessel’s dolphin catch).

In response to. continued pressure from ani-
mal-rights groups, the three largest U.S. tuna
canners announced in April 1990 that they would
no longer use tuna that had been harvested using
methods that endangered dolphins. Under this
so-called “dolphin-safe” policy, canners would
purchase frozen tuna only if certified observers
could confirm in writing that the vessel made no
net .sets in association with dolphin during the
fishing trip. In addition, they announced that
they would purchase no tuna caught with gillnets
or driftnets, (nets designed to catch albacore but
which may also catch anything in their way, in-
cluding marine mammals).

Although the canneries voluntarily instituted
the “dolphin-safe” policy,” they have expressed
particular concerns about its costs. First, the cost
of processing dolphin-safe tuna from the eastern
Pacific is higher than for dolphin-associated tuna
because dolphins tend to associate with larger yel-
lowfin, whose processing involves lower cleaning
costs and higher yields per ton of fish than that of
smaller fish. Second, since U.S. canneries in
Puerto Rico and California that process eastern
Pacific tuna will have to rely on schools of smaller
yellowfin or of skipjack, (a relatively small tuna),
further increasing processing costs. Third, yel-
lowfin is a slightly superior product to skipjack
(which is more “fishy”), and so some canners be-
lieve the overall quality of U.S. production will
decline. The move, therefore, gives advantages
in terms of cost and marketing to the two U.S.
canneries (Star-Kist and Van Camp) located in
American Samoa, which rely more heavily on
western Pacific tuna.

Vessel owners’ concerns also include the fact
that dolphins tend to associate with larger yellow-
fin, so vessels that sell to U.S. canneries would
have to rely on schools of smaller yellowfin or of
skipjack, both of which tend to command lower
unit prices than large yellowfin. In addition, ves-
sels may have to move to alternative locations,
such as the western Pacific, which may prove ex-
pensive or impossible for smaller or older vessels
unable to navigate the transocean trip.

T How “voluntary” the move was is debatable; some
industry sources suggest that it was designed to head off
pending federal legislation to the same effect. The
“Boxer bill” (so named after its California sponsor),
H.R. 2926, would “require tuna products to be labelled
respecting the method used to catch the tuna... ”



U.S. albacore vessels, however, may benefit
from the dolphin-safe policy. Unlike many for-
eign fleets, U.S. albacore harvesters do not
employ gillnets or driftnets; rather, they use
longlines, which are dolphin-safe. The increased
canneries’ demand for their product may boost
the price received by these harvesters.

The 200-Mile Limit and Tuna Management

The United States does not include tuna un-
der wunilateral jurisdiction within its 200-mile
fishery conservation zone, nor does it recognize
such claims by other nations. The reason for this
is that tuna are highly migratory, and it is there-
fore the U.S. position that no.one nation has the
ability to effectively manage tuna resources. In-
stead, the U.S. position historically has been that

“multilateral management, coordinated with all na-
tions adjacent to a tuna stock's migratory area, is
the best means to manage tuna fisheries.

Most other nations disagree with the U.S. po-
sition. As described later in the report, there is a
history of disputes with other nations over access
by U.S. tuna harvesters to the territorial waters
claimed by other nations. Such disputes have put
pressure on the United States to concede and in-

clude tuna among the fishery resources suitable :

for unilateral jurisdiction. To date, the United
States has maintained its position in the face of
this foreign pressure and instead has successfully

negotiated some important multilateral fishery-

agreements, first, among some Latin American
nations and, more recently, among a group of na-
tions and island states in the southern and

southwestern Pacific. These agreements are de- .
scribed later in the report. '

Recently, however, domestic pressure to in-
clude tuna within the 200-mile limit has surfaced
from sportsfishermen, charterboats, and from

" other interests with a stake in the tuna fisheries of

the East Coast and the Gulf of Mexico. These
fisheries are not targeted by vessels supplying the
cannery sector. Rather, they support recreational
fishermen, as well as the small (but growing) U.S.
restaurant demand for fresh tuna and sushi (raw
tuna). These interests indicate that they would
like to see tuna included in the management
authority of the United States, in order to main-
tain control of tuna fishing activity to prevent
future depletion from overfishing.

Such a possible change in U.S. policy raises
concerns among tuna harvesters connected with
the canned tuna industry because such a policy in
their view would amount to a concession to other
nations’ positions and a recognition of their rights
to unilaterally restrict access by U.S. tuna har-
vesters to foreign territorial waters. Until now,
U.S. harvesters have enjoyed access to such wa-
ters because of international agreements, and, in
some cases, simply because many tuna-rich na-
tions haven’t had the capability to effectively
patrol its waters and enforce its jurisdictional
claims. According to industry sources, if the sys-
tem of multilateral agreements broke down in
favor of unilateral jurisdiction, the variation in
national policies that U.S. harvesters would likely
encounter as they follow tuna resources along
their migration routes would add to the cost and
uncertainty of tuna fishing.

1-3






Chapter 2
The U.S. Tuna Industry

The Harvesting Sector

Methods Of Production

Three types of harvesting vessels are used by
U.S. tuna fishermen: purse seiners, currently the
most important segment of the U.S. tuna fleet;
trollers; and baitboats. These three fleets are dif-
ferentiated by gear type, geographic location, and
target species of tuna.

Purse Seiners

Purse seiners are large, well-equipped ocean-
going ships that sail the fishing grounds of the
high seas in search of tuna. The so-called “super-
seiners,” which are quite common, can cost from
$10 million to $15 million to construct.? Largely
because of their size (about 200 feet in length and
75 feet in width), purse seiners generally are not
suitable for fishing for species other than tuna.
These vessels are equipped with a vast array of
electronic equipment, such as radar, position
finders, depth recorders, automatic monitoring
systems, satellite navigation and sonar systems,
and radios, as well as one or two helicopters. The
vessels normally carry a crew of 18, including the
helicopter pilot(s). They can stay at sea for sev-
eral months at a time and usually make three to
four fishing trips a year. The bulk of the U.S.
tropical tuna (mainly yellowfin and skipjack)
catch is taken by this gear type. .

Trollers

Trollers are small-sized vessels, with an aver-
age hold capacity of 20 to 25 tons. Most of these
vessels are equipped with mechanical refrigera-
tion for preserving the catch. Trollers fish mainly
off the California coast, usually within 300 miles
from port, but a few larger trollers reportedly ven-
‘ture as far as 3,000 miles from port. Unlike purse
seiners, trollers are easily adapted for use in other
fisheries, such as salmon or crab. Many, if not
most troller operators will alternate between the
tuna and salmon or crab fisheries over the course
of a year, depending on relative prices and avail-
ability of these species of fish and shellfish. The
majority of the U.S. albacore catch is made using
this gear type.

Baitboats

Baitboats, which historically accounted for the
. majority of the U.S. tuna catch before the early

' These vessels are usually around 1,200 tons carrying
capacity, but can sometimes be as large as 2,000 tons.
Capacity in tuna harvesting is measured in round fish
weight, or whole fish weight before processing.

1960s, range in carrying capacity from 70 to 150
tons per vessel. These vessels are equipped with
bait-carrying facilities, refrigeration equipment,
and navigational aids. Most baitboats have the
hold divided into water-tight compartments in
which bait can be carried on the outward voyage
and frozen tuna on the return trip. The boats are
equipped to freeze their catches in brine and
store them in a frozen state. The catch by bait-
boats is primarily skipjack and yellowfin.

Quantity and Value of Production

Table 2-1 shows commercial landings of tuna
by U.S. harvesters during 1986-89. Landings
fluctuated during the period and totaled 541 mil-
lion pounds (or about 271,000 short tons),
valued at $309 million, in 1989. The great bulk
of the U.S. tuna catch occurs on the high seas or
in foreign waters. Virtually all of the catch is
from the Pacific Ocean.

The following tabulation shows U.S. commer-
cial tuna landings, by area, 1986-89 (data from
the National Marine Fisheries Service (NMFS),
in short tons):

Atlantic,

Gulf, and

Pacific Puerto Rico

Coast and

States American
Year and Hawail Samoa Total
1986 .......... 43,906 234,517 278,423
1987 .......... 50,029 263,093 313,122
1988 .......... 55,675 248,988 304,662
1989 .......... 44,707 226,025 270,732

' Preliminary data.

Between 1980 and 1985, there was a steady
shift in landings from ports on the mainland
United States to offshore locations in Puerto Rico
and American Samoa, the result of a relocation
of many vessels’ harvesting activity from the east-
ern Pacific to the western Pacific.2 This shift
generally stabilized during 1986-89, as shown by
the above data.

U.S: Landings by Species

Yellowfin and skipjack are the principal spe-
cies caught by U.S. tuna fishermen. Yellowfin
and skipjack together accounted for 96 percent
of the total U.S. tuna catch in 1989 (table 2-1).
Albacore accounted for most of the remainder of-
the catch, with even smaller catches of bigeye and
bluefin (which are relatively unimportant to U.S.
fishermen).

2 U.S. International Trade Commission, Competitive
Conditions in the U.S. Tuna Industry, USITC Publica-
tion 1912, October 1986, pp. 5, 9-12.



Table 2-1

Tuna: U.S. landings' by specles and distance caught off U.S. shores and in international waters,
1986-89 .
Year and From 0 to Between 3 and High seas or off .
species 3 miles 200 miles foreign shores Total
Quantity Value  Quantity Value  Quantity Value Quantity Value
1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
pounds dollars pounds dollars pounds dollars pounds dollars
1986: :
Albacore . . ... 6 4 9,122 4,896 2,447 1,341 11,575 6,241
Bigeye ....... 21 88 1,278 4,820 85 . 184 1,384 5,092
Bluefin ....... (2) 1 7,755 5,424 2,932 1,366 10,687 6,791
Skipjack .. 210 237 2,113 2,201 235,141 75,456 237,464 77,894
Yellowfin . 277 402 11,370 14,792 281,117 104,780 292,764 119,974
All other .. 75 16 728 999 338 227 1.141 1,242
Total 589 748 32,366 33.132 522.060 183,354 555,015 217,234
1987: )
Albacore . .... 3 1 4,795 3,932 4,735 3,405 9,633 7,338
Blgeye ....... 8 20 2,910 8.646 527 848 3,445 9,514
Bluefin . .. 1 3 2,575 13,944 1,756 2,516 4,332 16,463
Skipjack .. (?) (2) 4,226 3.882 225,962 85,140 230,188 89,022
Yellowfin ..... 490 637 16,884 28.015 360.170 169,437 377,544 198,089
All other ..... 146 21 762 518 294 467 1,202 1,006
988Total ...... 648 682 32,152 58,937 593,444 261,813 626,244 321,432
1 : .
Albacore . . ... 4 8,896 7.566 10,155 8.710 19,055 16,278
Bigeye ....... 63 270 3,667 12,860 1,719 2,019 5,449 15,149
Bluefin ....... 16 21 2,916 16,877 813 407 3,745 17,305
Skipjack ..... 1 1 5,291 §,772 294,707 143,279 299,999 149,052
Yellowfin ..... 495. 885 25,481 39,353 254,319 141,964 280,295 182,202
All other ..... 98 9 683 5§37 (2) (2) 781 546
989Total ...... 677 1,188 46,934 82,965 561,713 296,379 609,324 380,532
1 : )
Albacore . .. .. 5 1 3,392 2,728 8,709 7.781 12,106 10.510
Bigeye ....... 171 594 4,205 14,400 171 593 4,547 15,587
Bluefin ....... 3 27 3.191 22,142 1.555 724 4,749 22,893
Skipjack ..... 290 322 3,362 3,542 241,940 97,689 245,592 101,553
Yellowfin ... .. 360 : 543 20,354 35,116 252,942 121,951 273,656 157.610
All other ..... 89 20 710 763 14 16 813 799
Total ...... 918 1,507 35,214 78,691 505,331 228,754 541,463 308,952

' Landings reported in round (live) weight.
2 Less than 500.

Note.—Data include landings by U.S.-flag vessels at Puerto Rico and ports outside the customs territory of the

United States.

Source: Compilled from officlal data of the Natlonal Marine Fisheries Service.

U.S. Production by Location

Table 2-2 provides data on the U.S. tuna
catch by location. The western Pacific area is the
predominant location, accounting for 59 percent
of the quantity of the U.S. tuna catch in 1989.
This share grew tremendously during the 1980s,
as it was only 6 percent of the total in 1980.3
The western Pacific became the leading produc-
tion area in 1983 as a result of a shift in fishing
effort caused by an unusually severe occurrence
of the El Nino phenomenon. The bulk of the
remainder of the U.S. tuna catch during 1986-89
occurred in the eastern Pacific, with a small
amount of the catch accounted for by the western
Atlantic area (table 2-2).

U.S. Production by Type of Vessel

Purse seine vessels generally account for
95 percent or more of the total U.S. catch of
tuna. Yellowfin and skipjack are the principal

3 U.S. International Trade Commission, Competitive
Conditions in the U.S. Tuna Industry, USITC publica-
tion 1912, October 1986, p. 161.

2-2

components of the purse seine catch. Baitboats
principally land yellowfin and skipjack. Trollers
mainly land albacore and usually account for vir-
tually the entire U.S. albacore catch. Albacore
are not normally caught by purse seine vessels as
this species is too scattered to be economically
feasible as a target fishery for these vessels. The
harvest of all tuna species by baitboats and
trollers accounts for approximately 5 percent of
the total U.S. catch of tuna. A relatively minute
share of the total U.S. catch of tuna is accounted
for by small jigboats.

Domestic Production Versus Exports

The following tabulation shows U.S. exports
of raw tuna (all species) during 1986-89 (data
from the NMFS; in short tons):

Year Exports




Table 2-2

Cannery receipts of raw tuna and domestic exports:

species and locations of the catch, 1986-89"

U.S.-flag vessels domestically-landed raw tuna, by

Species and

location 1986 1987 1988 1989
Short tons
Albacore:
East Atlantlc .............c.coiivnevnens 0 0 0 0
West Atlantic ................... o, 0 0 8 0
EastPacific ......... ... oo 3.158 2.589 4,276 1,624
WestPacific ..........civieinininnnenenns 369 1,088 3,376 3,257
Total ... e it 3,527 3.677 7.660 4,881
Skipjack:
cEastAtlantlc ......... ... . i, 0 - 0 0 0
West Atlantic ....................... e 1,825 884 0 0
EastPacific ...........ciivreiriiiinennns 7.938 14,845 39,325 21,582
WestPaciflc .........coiiiiniiiinninnnn 103,049 87.842 110,145 99,304
Total ...t i it i 112,812 103,571 149.470 120,886
Yellowfin:2
East Atlantic 0 0 0 0
Waest Atlantic ... 839 60 18 0
East Pacific . 103,402 106,300 98,827 © 81,610
Waest Pacific 40,359 70.291 27.298 45,461
Total ... ettt 144,600 176.651 126,143 . 127.071
All specles: . '
EastAtlantlc ......................... e 0. 0 0 0
West Atlantic ............. e .0 2.664. - - 944 - 26 -0
EastPaclfic ..........ciiiiriiininnntiinnes 114,498 - 123,734 142,428 104,816
West Pacific .........ccooiviintinenneaanas 143,777 - - 169,221 140,819 148,022
TOtal ...ttt i . 260,939 283,899 283,273 252,838
Thousands of pounds
Albacore: : ' '
East Atlantle ................ccieiniiunnnn 0 0 0 0
West Atlantic .......... et et it 0 0 16 0
EastPaciic ...........cciiviivniinnennnnns 6,316 - 5.178 8,552 3,248
WestPacific .............coviieinnniannies . 738 2,176 6,752 6,514
Total ..ot e 7.054 7.354 15,320 9,762
Skipjack:
astAtlantic ............. ... i, 0 0 0 0
West Atlantic ...............cooviiinnennns 3,650 1,768 i 0 0
East Pacific .......... PN . 15.876 29,690 78,650 43,104
West Pacific ................. N 206,098 175,684 220,290 198,608
Total ... it i it e 225,624 207.142 298,940 .241,772
Yellowfin:2 .
East Atlantic ..............c.c0vviinnnnenns 0 0 0 0
West Atlantic ................. .o 1,678 120 36 0
EastPacilc ............cciiviiieininnnenes 206,804 - 212,600 197.654 163,220
WestPaciic ............c.iviiveiininenens 80,718 140,582 54,596 90,922
- - 1 289,200 353,302 . 252,286 254,142
All specles:
East Atlantlc ................... Ceeeeeaa ) 0 0 0 0
West Atlantic ..................c v 5,328 1,888 52 ) 0
EastPacific .................... e 228,996 247,468 284,856 209,632
WestPaclfic ................ccvviiivnn., 287,554 318,442 281,638 296,044
Total ... it i i ittt i, 521,878 567,798 566,546 505,676

! Includes tuna landed directly or transshipped to a foreign country; excludes tuna exported from the east

coast.
2 Includes bigeye, blackfin, and bluefin tuna.

Source: National Marine Fisherles Service, industry Analysis and Information Section, Southwest Region.
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Exports historically have played a very minor role’

in the U.S. tuna-harvesting mdustry mainly be-
cause of the U.S. processors’ ability to utilize
the entire U.S. tuna catch. Other factors, such as
geographic location, contractual relationships,
and traditional supplier-buyer patterns also have
contributed to this situation.. However, exports of
frozen tuna increased in the early 1980s to the
levels shown above, mainly the result of increased

demand for frozen tuna in Thailand. This de- .

mand was largely stimulated by contracts between

U.S. and Thai canned tuna producers for large .

quantities of imported canned tuna.for distribu-
tion in the U.S. market. Even so, export levels
are relatively minor and usually account for less
than 15 percent of production on an annual ba-
sis. . Export levels and trends for frozen tuna are
discussed .in further detail in the section on.U.S.
trade in tuna later in the report.

Structure of the U.S. Tuna-Harvestmg
Sector: : :

The U.S. purse seine fleet, although made up
of several dozen firms, can be considered con-
centrated by virtue of the marketing represen-
tation provided by the American Tuna Sales As-

sociation (ATSA), the lobbying services of the ."
American Tunaboat Association (ATA) and the ' -

traditionally strong financial connection” to the " "Number of producers

processing sector. At least half of the purse seine
fleet - historically belonged to ATSA and ATA,
and the ATSA-negotiated price for frozen tuna

sold to canneries has tradmonally been represen-

tative of the market prices received by non-ATSA

vessels as well. However, as discussed below, the

market share held by imported frozen tuna is
quite high, and this ready availability of imports

as an alternative to domestic tuna has given the -

canneries a greater hand in bargaining with the
vessels and their representatives.

The canneries’ financial investment in the

fleet has been a long-standing aspect of industry
structure. For most of its history, the harvesting

sector has been financed or owned by the canner- -

ies. This arrangement historically served both
sides. With the canneries’ funds, the vessel cap-
tains were able to finance the high cost (85
million-$15 million) of modern purse seiners. In
return, the canneries were guaranteed a supply of
frozen tuna from the vessels they helped finance.

However, in recent years, this cannery-vessel
link has disintegrated, apparently for two reasons.
First, there is a ready supply of imported raw tuna
that is priced at free-market levels only remotely
influenced by ATSA. This import supply has re-
sulted from a growing foreign -catch of tuna
(partly the result of the above-noted sale  of
U.S.-flag vessels to foreign interests). Second,
the fleet suffered severe financial losses in the
first half of the 1980s (which was documented in
previous Commission investigations). Since that

time; canneries have divested much of their fi-
nancial obligations to these vessels.

Number and Location of Producers

The size of the purse seine fleet has been de-
clining for several years. According to industry
sources, most of the vessels that have left the
U.S. fleet were sold to foreign-flag enterprises for
use in the same tuna fisheries they fished in as
U.S.-flag vessels. The locational shift that was of
such concern -in the section 201 investigation in
1984 (see ch. 1) stabilized during 1986-89. The
1984 El Nino, which occurred in the traditionally
important eastern Pacific waters, forced much of
the fleet to move to the previously underexploited

. western Pacific tuna fishery. Fishing was so suc-

cessful in the latter location that a large portion of
the fleet remained even after the El Nino effects
dissipated. Since then, both locations have con-
tributed significantly to total U.S. supplies of
frozen tuna. However, in 1990, with the an-
nouncement by U.S. tuna canners that they

" would no longer purchase tuna caught in associa-
_-tion with porpoise, most of the U.S. tuna vessel
-.. operators that have been fishing in the eastern

Pacific are abandoning that area and will either
shift to the western Pacific or sell their vessels.4

The following sections provide data on the
structure of the U.S. tuna harvesting sector.

The total number of-U.S: tuna harvesters de-
clined during 1986-89. Table 2-3 provides data
on the U.S. purse seine fleet. The number of

" purse seiners decreased from 90 in 1986 to 63 in

1989. Most of the decline was accounted for by
sales of vessels to foreign-flag owners.

Table 2-4 shows the number of baitboats and
jigboats operating in the eastern Pacific. The

‘number of baitboats rose from 3 in 1986 to 12 in

1988, while the number of jigboats totaled 3 the
latter year.. Although these numbers increased

- during the period, the share of the tuna catch ac-
counted for by these vessels is minimal.

The number of trollers that spend at least part
of their effort in the tuna fishery, as reported by
the Western Fishboat Owners' Association, de-
clined from approximately 660 vessels in 1980 to
108 in 1985; it is believed that this number has
not changed significantly in recent years. It is dif-

“ficult to infer much about tuna harvesting activity

from data on troilers because these vessels com-
monly alternate between tuna and other fisheries

during the year.

4 Commnssxon staff interview with members of the
American Tunaboat Association, San Diego, Sept. 20,
1990. Because dolphins associate with tuna only in the
eastern Pacific, the drive to market “dolphin-safe” tuna

. will put pressure on harvesters to leave the eastern

Pacific, causing them to concentrate most of their effort
on the western Pacific.



Location of producers

The eastern Pacific historically has been the
principal fishing grounds for the U.S. tuna fleet
(all vessel types). However, conditions such as a
temporary decline in the vyellowfin resource
caused by the El Nino oceanographic currents
that led to fewer catches in the eastern Pacific in
the.early 1980s resulted in a decline in the num-
ber of vessels fishing in the eastern Pacific and an

.- increase in the number fishing in the western Pa-

cific. A number of vessels remained in the

Table 2-3
U.S. tuna purse seine fleet

western Pacific after conditions improved in the
eastern Pacific.

Table 2-4 shows the number and capacity of
U.S.-flag vessels operating in the eastern Pacific
during 1986-88. In 1988, 59 purse seiners, with
a hold capacity of 44,578 short tons, actively pur-
sued tuna fishing in the eastern Pacific. This
represented approximately 83 percent of the
number and 57 percent of the total capacity of
the U.S. purse seine fleet that year. Virtually all
of the remainder of the U.S. tuna purse-seine

Fleet size, additions, removais, and average capacity, January 1, 1986 to

January 1, 1990

Fleet size . Additions Removals Net change
on January' during year duripg year during year Average
- = . - capacity,
Year No. Capacity ! No. - Capacity . No: Capacity No. Capacity January
1986 ............. 90 97,131 1 1,500 11 . 10,742 -10 -9,242 1,079
1987 ... 80 87,889 4 3,800 13 ¢ 13,510 -9 -9,710 1,099
1988 ............. 71 78,179 3 4,400 117 12,650 -8 -8,250 1,115
1989 ............. 63 69,929 3 3,700 ©+ 3 2,670 . 0 -1,030 1,110
1990 ............. 63 70,959 . MO {?) (2) () 1,126
Summary of additions by type . LT
o , Transfer from
New . other.fishery L Total additions
Year No. Capacity No. ., Capacity No. Capacity
1986 ............ 1 1,500 0o 0 1 1,500
1987 ............ 1 1,200 3 2,600 4 3,800
1988 ............ 1 1,200 2 ! 3,200 3 4,400
1989 ............ 1 1,500 2 . ., 2,200 . 3 3,700
Summary of removals by type
. Transfer to Sale to
Lost at sea . other fishery foreign flag Total removais
Year No. Capacity , No Capacity 7 No. Capacity No. Capacity
1986 ........ovnnnn. 3 2,242 1 850 . 7 7,750 11 10,742
1987 ... .. i, 1 1,400 0 0 12 12,110 13 13,510
1988 ............... 0 0 0 0 ’ - 11 12,650 1 12,650
1989 ..... N 1 270 i 0 2,670

0 -2 2,400 3

1 Capacity In short tons, carrying capacity.
2 Not available.

Tt

Source: Data submltted by American Tunaboat Assoclation prehearing brief, July 27, 1990.
Table 2-4.
:Qg%r;\bgr and capacity' of U.S.-flag vessels operating in the eastern Pacific Ocean, by vessel type,
Vessel type Number of Total Average
and year vessels capacity capacity
Short tons Short tons
Purse selners:
L2 1 64 43,235 676
1987 i e e e e e e e e s - 54 41,965 777
L - - 2 A .59 44,578 756
Baitboats .
1886 ... e e e e e 3 348 116
L .1 668 61
LR T 12 938 78
Jigboats S
1986 ... i e e e e e e e . 0 0 (3)
B - 7 0 . 0 ()
1988 .. i i e et e e e e s 3 70 23

' Carrying capacity.
2 Not meaningful.

Source:
various annual issues.

Compiled from official statistics of the Annual Report of the Inter-American Tropical Tuna Commlssmn,



fleet was located in the western Pacific. Very lit-
tle commercial tuna harvesting is carried out by
U.S. vessels in the Atlantic Ocean. For the most
part, U.S. tuna harvests in the Atlantic are car-
ried out by recreational fishermen or sporadically
by U.S. purse seiners in transit to Puerto Rico.

Shifts in U.S. Tuna Fleet Location

The Pacific Ocean provides virtually all of the
tuna resources harvested by U.S. fishermen. The
Pacific tuna fishery basically consists of two dis-

tinct regions, the eastern Pacific, extending from .

California to Peru, and the western Pacific, lo-
cated primarily in the waters of the Pacific rim
nations and Trust Territories. In recent years
there was a movement away from the eastern Pa-
cific and to the western Pacific during 1982-84.

In 1985, many vessels returned to the eastern Pa- -

cific, and this region partially regained Iits
prominence. The fleet location generally was sta-
ble during 1986-89. However, with the
announcement of the “dolphin-safe” policy by
U.S. tuna canners, this region likeély will be virtu-
ally abandoned by the U.S. tuna fleet after 1990.

These shifts in fleet location are due primar-
ily, of course, to tuna resource availability, which
has been dramatically affected by biological and
environmental conditions, but the shifts have also

been influenced by the relocation of much of the

U.S. cannery capacity from southern California to
offshore locations in Puerto Rico and American
Samoa, as well as by the recent “dolphin-safe”
policy of the U.S. canned tuna industry.5

Employment

The average number of persons employed
varies, depending on the size of the vessel. In
general, the average crew size is about 18. The
crews of the U.S.-flag vessels fishing in the east-
ern Pacific are composed largely of U.S. citizens.
Usually, only the officers and key personnel (ap-
proximately eight men) are U.S. citizens on
vessels fishing in the western Pacific.

Wages are distributed generally in one of two
systems. One system is called the share system,
in which the excess of receipts after each trip’s
expenses are met goes to those with an invest-
ment in the catch according to some
predetermined distribution. The remainder,
termed net divisible income, is split between the
boat’s share and the crew’s share. This system is
principally used in the eastern Pacific, where the
crew is composed mainly of U.S. citizens.

Under the other system of wage distribution,
which is known as the tonnage system, the crew-
men are paid a predetermined dollar amount for
each ton of fish brought aboard while they are
signed on board. Fishermen with U.S. citizenship

% The factors causing the historical shifts in fleet
location are discussed in further detail in Competitive
Conditions in the U.S. Tuna Industry, USITC publica-
tion 1912, October 1986, pp. 9-11. ’

are generally paid on a basis that works out to be
roughly equivalent to that under the share system.
Aliens are paid considerably less than their U.S.
counterparts. Skippers and boat owners generally
feel that aliens are not as knowledgeable nor as
experienced as U.S. fishermen. Tonnage work-
ers do not pay a share of their earnings for trip
expenses or for food as the share men do. This
system is generally employed in the western Pa-
cific, in which the crew are mainly aliens.€

Capacity and Capacity Utilization

Table 2-3 presents data on the capacity of the
U.S. tuna purse seine fleet. The total fleet capac-
ity declined 28 percent during 1986~-89; most of
this decline was accounted for by sales of vessels
to foreign-flag owners.

Table 2-5 shows capacity utilization rates
during 1986-89, based upon an assumed average
of 3.5 trips per year per vessel.” On this basis,
capacity utilization showed a distinct upward
trend during the period under review. This likely
resulted from a streamlining in tuna harvesting
operations whereby less efficient vessels exited
the industry and existing vessels were utilized to a
greater extent.

 Financial -E}cpé-r-iénce | of th; U.S. .Purse

Seine Fleet

This section provides financial information-
obtained through questionnaires prepared by
owners of U.S.-flag tuna purse seiners for the pe-
riod 1986-89. Comparative information for
1979-85 which was obtained under investigation
No. 332-224 is included. Since different num-
bers of vessel owners responded each year, and to
be consistent with prior years' reporting, the in-
formation is presented on a per vessel average.
Due to the large decrease in the number of re-
turned questionnaires between the 1979-85 and
1986-89 time periods, the discussion is generally
limited to the 1986-89 period. Based on a U.S.
purse seine fleet of about 60 vessels, the question-
naire respondents represented approximately 43
percent of the fleet.

Profit-and-Loss Experience

Table 2-6 presents financial data on the tuna
purse seiners that responded to the Commission’s

® U.S. International Trade Commission, Competitive
Conditions in the U.S. Tuna Industry, USITC publica-
tion 1912, October 1986, p. 11.

7 It should be noted that capacity utilization rates for
tuna boats are arbitrary at best. The actual number of
trips per year varies depending on the distance a boat
has to go to find tuna and the:length of time it takes to
fill the boat’s hold. Since tuna migrate and, in recent
;ears. their abundance has shifted between the eastern

acific and the western Pacific as a result of weather
patterns and water temperature, the number of trips that
can be taken and the time per trip has varied from year
to year.



Table 2-5

U.S. tuna purse seiners: Capacity and capacity utilization, 1986-89

Share
Jan. 1 Total fleet of total
of— Total catch capacity’ catch
Short tons Short tons Percent
8 e T O 260,939 339,959 77
8 < T 7 2 283,899 307,612 92
8 =T - 7P 283,273 273,627 104
1989 L e e e e 252,838 244,752 . 103

' The total fleet capacity was derived by multiplying the annual fleet capacity by 3.5; the average number of trips

per year.

Source: Data on capacity compiied from information provided by the American Tunaboat Asso_clatlon: catch data

represent cannery receipts.

questionnaires during 1979-89,8 and table 2-7
analyzes the data as a percent of expenses before
depreciation and amortization. Net sales per ves-
sel rose sharply from approximately $2.7 million
in 1986 to about $3.8 million in 1988 before de-
clining to $3.1 million in 1989. The rapid
increase in sales revenue from 1986 to 1988 was
“due to increased revenue per ton received for
tuna ($649 per ton in 1986, -$835 per ton in
1987, and $999 per ton in 1988). During the
same time period, the amount of tuna delivered
.per vessel dropped from 4,390 tons in 1986 to

3,698 tons in 1987 and 3,681 tons in-1988. In- -~

1989, decreased revenue per ton levels (8895 per

ton) coupled with depressed catch levels (3,385 -
tons per vessel) resulted in losses on the vessels’

operations.

Although overall expenses (including depre-
ciation and amortization) rose moderately
throughout the period from about $3.07 million

in 1986 to about $3.43 million in 1989, individual

items fluctuated substantially. Repair expense in-
creased over 93 percent from about $264,000 in
1986 to about $510,000 in 1989, perhaps a result
of the increase in the average life of the boats
over the prior reporting period from 11.9 to 15.6
years. Depreciation and amortization also rose
substantially, from approximately $265,000 in
1986 to approximately $390,000 in 1989. This
approximate 50 percent increase was due to con-
tinuing capital expenditures and amortization of
increasing drydock costs. :

On the other hand, interest expense dropped
sharply from $349,000 in 1986 to a low of
$141,000 in 1988 before rising to $205,000 in

® The data presented for the 1979-89 period were

obtained from three sets of questionnaires: the first set
collected data covering 1979-83, which are those pre-
sented in the Commission’s report on the 1984 section
201 investigation (Certain Canned Tuna Fish, USITC
Publication No. 1558, 1984); the second set collected
data covering 1984-85, which are those presented in the
- Commission’s report on the 1986 section 332 investiga-
tion (Competitive Conditions in the U.S. Tuna Industry,
USITC Publication No. 1912, Oct. 1986); and the third
set collected data covering 1986-89 in connection with
the subject investigation.

1989. The main reason is not a large reduction in
debt, but rather the fact that interest expenses are
not comparable within the time period. Approxi-
mately half of the boat owners responding to the
1986-89 questionnaires indicated that the debt
on their boats was restructured during 1987-88.
Some had a portion of the debt forgiven, some
negotiated lower interest rates, and some received
financing from parties which had a substantial fi-
nancial interest in the tuna boats. In the latter
case, interest expense is accrued only to the ex-
tent it is actually paid. Decreased interest
payments on behalf of such boats accounted for
approximately two-thirds of the decrease in 1988
and 1989 interest expense from the 1986 ex-
pense. Therefore, even though total debt levels
have stayed approximately the same both before
and after debt renegotiation, interest payments
attributable to vessel operations have dropped

sharply.

Three cost categories with significant change
between the 1979-85 and 1986-89 time periods
are crew expense, fuel expense, and insurance.
The large increase in crew expenses over the
1979-85 data is a direct result of the increased
level of sales, since some crews are paid based on
a share of revenues. The decrease in fuel ex-
penses during the 1986-89 period compared with
prior periods is primarily due to the decrease in
the price of fuel. Some owners indicated that an-
other contributing factor was shorter voyages (due
to increased catches). Insurance expense, how-
ever, is now about twice what it was during the
previous period. It has increased almost every
year since 1979, both in terms of dollars and as a
percent of expenses, and in 1989 was 12.3 per-
cent of expenses (see table 2-7) as opposed to
only 5.7 percent in 1979. Boat owners indicated
that this is merely a reflection of ever increasing
insurance costs in all segments of the marine in- -
dustry; however, their responses indicate that the
blue-water tuna industry in particular has per-
formed better than average with respect to
insurance claims over the last few years, but pre-
miums were increased along with those for other
vessel operators.

2-7



8-T

Table 2-6

Frozen tuna: Profit-and-loss data for U.S. tuna purse seiners, averago' per vessel, accountlhg»years 1979-89

1983 .

Item 1979 1980 1981 1982 1984 1985 1986 1987 1988 1989
Value (in dollars)
Net sales of tuna ...... 1,445,886 2,226,952 2,185,942 2,051,667 2,111,452 2,786,039 2,287,353 2,739,476 2,921,360 3,783,440 3,127,615
Crew expense ........ 472,456 673,747 625.837 555,235 542,849 759,745 620,941 827,238 791,960 - 926,680 841,423
Fuel expense ......... 257,557 431,241 503,419 §20,510 465,269 547,196 632,686 419,095 377,640 406,840 460,423
Galley expense ........ 31,215 43,434 50,326 52,196 49,462 61,980 59,118 64,857 69,320 78,320 82,000
License fees .......... 8,557 11,253 10,256 12,225 17,312 23,745 23,234 31,048 27,880 64,680 48,808
Transhipment fees ..... 671 5,663 7.140 67,020 79,774 84,098 76,255 29,048 22,320 58,214 40,706
Repairs .............. 229,747 291,193 276,291 314,324 260,409 246,392 261,275 263,952 278,240 456,920 509,769
Gear and supplies ..... 27.215 35,060 44,709 42,892 50,236 67,353 64,804 70,333 89,840 117,680 103,885
Insurance ............ 85,367 100,880 129,046 141,980 143,548 198,529 267,667 335,714 303,880 345,720 373,269
Helicopter ............ 25,456 40,566 56,128 72,510 79,258 75,490 93,451 83,905 95,480 126,000 106,577
Travel ............... 19,582 25,084 30,744 37.471 39,140 29,608 27,647 21,190 22,600 31,640 39,231
Administration ........ 30,696 42,566 41,965 46,206 43,204 §5,784 61,941 92,429 84,240 105,160 90,769
Interest .............. 177,202 249,843 355,640 422,549 376.140 285,294 280,000 349,048 274,520 140,680 204,962
Other expenses ....... 126,418 119,554 137,035 167,147 118,828 169,667 229,412 218,905 160,160 135,400 137,269
Total expenses
excluding
depreciation and . . ) . -
amortization .. ... 1,492,139 2,070,084 2,268,535 2,452,265 2,265,430 2,604,881 2,598,431 2,806,762 2,598,080 2,993,934 3,039,091
Income or {loss) ’ ’
before depreciation
and amortization, ’
taxes and other ..... (46,253) - 156,867 (82,593) (400,598) (153,978) 181,158 (311,078) (67,286) 323,280 789,506 88,524
Depreclation and .
amortization ........ 156,139 199,626 257,140 290,520 308,763 291,765 276,647 264,857 255,967 314,818 389,910
Income or (loss)
before taxes
and other Income/ )
expenses ........... (202,392) (42,759) (339,732) (691,118) (462,742) (110,607) (587,725) (332,143) 67,313 474,688 (301,386)
Share of net sales (in percent)
Income or (loss) before ;
depreciation and
amortization, taxes
andother........... (3.2) 7.0 (3.8) (19.5) (7.3) 6.5 (13.6) (2.5) 11.1 20.9 2.8
Income or (loss) before : ]
taxes and other iIncome/
expenses ........... (14.0) (1.9) (15.5) {33.7) (21.9) (4.0) {25.7) (12.1) 2.3 12.5 (9.6)
Number of—
Vessels reporting . ..... 79 83 86 102 93 51 51 21 25 . 25 26
Organizations
reporting ........... 56 56 56 56 56 42 42 1 T 12 12 13

Source: Compiled from data submitted In response to questionnaires of the U.S. International Trade Commission.
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Table 2-7

years 1979-89 .

.Frozen tuna: Individual cost Itemé as a share of total expenses before depreciation for U.S. tuna purse seiners, average per vessel, accounting

ltem 1979 1980 1981 1982 1983 1984 1985

1986 1987 1988 1989
Share of net expenses excluding depreciation and amortization
Crewexpense ............ 31.7 32.6 27.6 22.6 24.0 29.2 23.9 29.5 30.5 31.0 271.7
Fuelexpense ............. 17.3 20.8 22.2 21.2 20.5 21.0 20.5 14.9 14.5 13.6 15.2
Galley expense . ........... 2.1 2.1 2.2 2.1 2.2 2.4 2.3 - 2.3 2.7 2.6 2.7
License fees .............. 0.6 0.5 0.5 0.5 0.8 0.9 0.9 1.1 1.1 2.2 1.6
Transhipment fees . ........ (") 0.3 0.3 2.7 3.5 3.2 2.9 1.0 0.9 1.9 1.3
Repalrs .................. 15.4 141 12.2° 12.8 11.5 9.5 10.1 9.4 10.7 15.3 16.8
Gear and supplies ....... . 1.8 1.7 2.0 1.8 . 2.2 2.6 2.5 2.5 3.5 3.9 3.4
Insurance ................ 5.7 4.9 5.7 5.8 6.3 7.6 10.3 12.0 11.7 11.6 12.3
Helicopter ................ 1.7 2.0 ‘2.5 3.0 3.5 2.9 3.6 3.0 3.7 4.2 3.5
Travel ......ooiiiiiiinn. 1.3 1.2 1.4 1.5 1.7 1.1 1.1 0.8 0.9 1.1 1.3
Administration ............ 2.1 2.1 1.9 1.9 1.9 2.1 2.4 3.3 3.2 3.5 3.0
Interest .................. 11.9 12.1 15.7 17.2 16.6 11.0 10.8 12.4 10.6 4.7 6.7
Other expenses ........... 8.4 5.6 5.8 6.9 5.3 6.5 8.7 7.8 6.2 4.5 4.5
Expenses exciuding :
depreciation i : :

. and amortization......... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Depreciation and .
amortization ............ 10.5 9.6 11.3 11.8 13.6 11.2 10.6 9.4 9.9 10.5 12.8

Number of—

Vessels reporting .......... 79 83 . 86 102 93 51 . 51 21 25 25 26
Organizations reporting . .. .. 56 56 56 56 56 42 42 11 12 12 13

"1 Less than 0.05 percent

Source: Compiled frorﬁ data submitted in response to questionnaires of the U.S. International Trade Commission.



Cost Structure of the U.S. Purse Seine Fleet

The following tabulation compares per vessel

cost, capital expenditures, and age data for the
1986-89 fleet and the 1984-85 fleet:9

1986-89 fleet

1984-85 fleet

Average vessel cost ... $4,563,833 $5,030,000
Average capital

expenditures per

vessel per year ....... $99,789 $158,021
Average number of

years vessel owned ... 10.2 12.5

Number and percent
of total of

vessels aged- Number Percent Number Percent

Oto Syears .... 9 17.7 0 0.0
6toi0years.... 16 31.4 5 18.5
11 to 15years ... 17 33.3 5 18.5
16to20years... 7 13.7 15 55.6
20 years and
older ......... 2 3.9 2 7.4 -
Total ....... 51 100.0 27 100.0

Average age of fleet 11.9 years 15.6 years

Of the 27 vessels for the 1986-89 fleet, one
was sold during the time period covered by the
questionnaire, one was going to be sold, and one
sank. The most noticeable change from the prior
study is the increase in the average age of the
fleet. Sixty-three percent of the fleet is now 16
years old and older, as opposed to only about 18
percent in the previous reporting period. High
mortgages are the norm. Together with an aging
fleet, other indications of financial decline are (1)
owners making less than full interest payments on
their mortgages (see discussion in processors’ sec-
tion), (2) the fact that all capital expenditures
were financed by the owners—no outside sources

of capital were utilized, and (3) vessels tied up -

due to a lack of working capital. Perhaps even
more revealing is the fact that no new boats were
introduced into the fleet during the questionnaire
period, thus increasing the average age of the re-
maining fleet.

Table 2-7 presents data on the cost structure
of the U.S. tuna purse seine fleet. Crew expenses
remained the primary cost item during the past
decade and ranged between about 23 percent
and 33 percent of total costs annually during
1979-89. Fuel expenses generally declined as a
share of total costs after 1985, as diesel fuel
prices dropped substantially. On the other hand,
insurance expenses increased substantially during
the decade, reaching 12 percent of total costs in
1989. Repair expenses, which fluctuate annually,
accounted for nearly 17 percent of total costs in
1989, up from about 9 percent in 1986. It is
believed that the refitting of vessels to fish in the
western Pacific was the primary cause of this rise.

® As of 12/31/85 and 12/31/89, respectively.
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Government Involvement
In addition to the regulation of the dolphin

" catch noted earlier, the U.S. government is in-

volved in tuna harvesting in two areas—access to
fishing grounds and financial assistance.

Access to Fishing Grounds

Because most U.S. tuna vessels operate be-
yond the 200-mile fishery zone claimed by the
United States, U.S. vessels’ fishery access is con-
trolled primarily by foreign governments and
international agreements negotiated with the
United States. Such access control presents prob-
lems because the United States neither claims
unilateral jurisdiction over tuna resources nor rec-
ognizes such claims of other nations. The reason
for this exclusion of tuna from national fishery
jurisdiction is that tuna are highly migratory and
that, because tuna populations typically spend
only a few weeks or months per year in the waters
adjacent to any one country, no one country has
the ability to effectively manage or control the
fishing of these populations. The U.S. position is
that the proper management arrangement is a
multilateral one, preferably including all nations
in the region within which tuna populations mi-
grate.

An example of such a multilateral agreement
is one negotiated in 1986 between the United
States and the South Pacific Forum Fisheries
Agency (SPFFA), representing about 15 nations
and island states in the southern and southwest-
ern Pacific. This region encompasses most of the
grounds through which tuna stocks in the western
Pacific migrate, and the western Pacific, as noted,
is an important fishing area for the U.S. harvest-
ing sector. The agreement basically provides for
access by U.S. fishing vessels to the fishery zones
claimed by SPFFA members, in return for which
the vessels pay certain fees and the U.S. Govern-
ment provides certain economic development
assistance. The achievement of this agreement in
1986 ended several years of disputes over fishing
rights, which included the seizure of U.S. fishing
vessels by individual nations whose claims of na-
tional jurisdiction over tuna were rejected by the
United States.

Financial Assistance

The Fishermen’s Guarantee Fund established
under the Fishermen’s Protective Act, as
amended (22 U.S.C. 1971, et seq.) compensates
owners of U.S.-flag fishing vessels for claims and
administrative expenses related to seizures of ves-
sels by foreign governments, usually as a result of
fishing in disputed or non-U.S.-recognized for-
eign territorial waters. Another  program
established by the Fishermen’s Protective Act is
the Fishing Vessel and Gear Damage Compensa-
tion Fund, which compensates fishermen for gear
damage resulting from man-made acts, such as
damage from other vessels. The financing of this
program is provided by revenues received from



fees assessed to owners of seized foreign fishing
vessels.

Financial assistance for vessel construction is
available to the tuna industry through the Produc-
tion Credit Association system of the Farm Credit
Administration and through the Fisheries Obliga-
tion Guarantee Program and the Fishing Vessel
Capital Construction Fund Program of the Na-
tional Marine Fisheries Service. In general, these
programs provide for relatively low-cost financing
and tax deferrals.'0

The Processing Sector

Production

Canned tuna in the United States is processed
from domestic landings of frozen tuna and from
imported fresh and frozen tuna. U.S. tuna proc-
essors engage in the production of canned tuna
for human consumption and the production of
byproducts, primarily tuna-based pet food. Tuna
loins (which comprise the lighter meat) are proc-
essed for human consumption, and the red meat
is processed into pet food. The head, skin, and
bones of the frozen whole tuna used as raw mate-
rials by processors provide an important source of
fish meal in the U.S. market, but such production

plays a minor role in the world fish-meal market. _

Canned tuna products for human consump-
tion come in a wide variety of forms and types.
Tuna for human consumption is classifiable by
species as either whitemeat (exclusively albacore)
or lightmeat (principally skipjack, yellowfin,
bluefin, and bigeye). Albacore is the only species
that can be classified as whitemeat tuna in the
United States; all other species are classified as
lightmeat and are typically mixed together by
U.S. processors during packing. Canned tuna is
packed in the following forms: (1) solid (a seg-
ment of the loin placed in the can with the cut
ends parallel to the ends of the can); (2) chunk
(a mixture of pieces of tuna in which the original
muscle structure is retained, but not less than
50 percent of the weight of the pressed contents
of a container is retained on a 1/2-inch mesh
screen); (3) flake (a mixture of pieces of tuna as
set forth above for chunk pack, but in which
more than 50 percent of the weight of the
pressed contents of a container will pass through
a 1/2-inch mesh screen); and (4) grated (a mix-
ture of discrete, uniform-sized particles of tuna
that will pass through a 1/2-inch mesh screen, but
which do not constitute a paste). Any of the
aforementioned forms may be smoked.

Both whitemeat and lightmeat canned tuna
are packed either in water or in oil. Water pack

1% Respondents 1o Commission questionnaires reported
vessel mortages with principals totalling approximately $8
million financed by the Farm Credit Administration. For
further details, see U.S. International Trade Commis-
sion, Competitive Conditions in the U.S. Tuna Industry,
USITC Publication 1912, October 1986, p. 37.

accounted for 75 percent of total U.S. produc-
tion of canned tuna in 1989. Canned tuna is
generally processed in solid and chunk forms.
Smaller quantities of flaked, grated, and smoked
tuna meat are also processed into canned tuna.
In 1989, chunk lightmeat tuna accounted for the
bulk of U.S. canned tuna consumption. Canned
tuna is marketed in both retail- and institutional-
size containers with the bulk of U.S.-processed
tuna in retail-size containers. Retail-size contain-
ers are marketed in two categories, processors’
own brand and private (e.g., a retailer’'s) label.
The size of the can varies according to the prod-
uct form: 6 1/2-ounce for chunk and solid, and
6-ounce for grated tuna.!

Canned tuna is distributed through U.S. mar-
ket channels in any or all combinations of the
above product forms. Each U.S. processor pro-

- duces many of the different canned tuna

products, (if not most.)

United States production of canned tuna (ta-
ble 2-8) as reported by the National Marine
Fisheries Service of the Department of Com-
merce ranged from 545.0 million pounds in 1985
to 686.3 million in 1989. The value of U.S.
canned tuna production rose from $820.8 million
in 1985 to $1.1 billion in 1989. Table 2-8 also

-shows- U.S. production by type and pack for

1985-89. Light meat tuna accounted for be-

~ tween 75 percent and 80 percent of U.S. canned

tuna production during the period. Such produc-
tion consisted primarily of chunk form.
Production of albacore or white meat tuna ac-
counted for between 20-25 percent and consisted
primarily of solid form. '

United States canners are continuing to shift

_ their production from tuna canned in oil to tuna
" canned-in water or brine. According to industry

sources, the increase in the production of canned-
tuna in water started to occur in the early 1980s
as a result of a shift in consumer preference to
water-packed tuna rather than oil-packed tuna.
The trend toward water-packed tuna has contin-
ued with U.S. production of water packed
accounting for 75 percent of U.S. canned tuna
production in 1989.

United States production of canned tuna as
reported by responses to the Commission’s ques-
tionnaire generally increased during 1986-89,
totaling 34.6 million cases in 1989, up 6 percent
from 1986 (table 2-9). Light meat tuna ac-
counted for between 75 percent and 79 percent
of U.S. canned tuna production during the pe-
riod. Such production consisted primarily of light
chunk form. Production of albacore or white
meat tuna, primarily of solid form, declined dur-
ing the period from 25 percent of production in
1985 to 21 percent in 1989.

"' During 1990, most U.S. tuna processors downsized
to a 6-1/8 ounce can for chunk and solid tuna, following
the lead of StarKist.
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Table 2-8

Canned tuna: U.S. production by type and pack, 1985-89

Type and pack 1985 - 1986 1987 1988 1989
Quantity (1,000 pounds)
Albacore :
Solid .............c0euinnnn 116,493 141,726 © 122,675 114,953 118,229
Chunk ......c..vevvvenennnn 14,859 15,327 17,180 16,166 19,052
Flakes and grated . .... e 648 288 36 (2) (2)
Total ..o 132,000 157,341 139,891 131,119 - 137,281
Light meat: . . .
olid ........ .. ... . 0., 7,937 6,728 22,055 8,619 10,842
Chunk ........c.coivivuennen 405,054 471,881 491,829 457,977 $36,933
Flakes and grated ........... (") 882 216 - 468 1,206
Total ....iiiii e 412,991 479,491 514,100 467,064 548,981
Grandtotal ............... 544,991 636,832 . 653,991 598,183 686,262
. Value (1,000 dollars)
Albacore: , ' S
Solid ..............c0uuntn 240,308 291,102 277,470 278,745 301,348
Chunk ..............cc0vuunn, 29,001 29,253 .. 34,873 38,419 43,943
Flakes and grated ........... B 653 440 52. (2) (2)
Total ...........iouo... .. 269,962 . 320,795 312,395 317,164 345,291
Light meat: = - . : .

“Solld ... 11,903 9,109 33,391 15,115 16,317
Chunk ..................... 538,904 550,978 - 670,487 627,487 695,068
Flakes and grated ........... (") : 636 - 170 443 1,086
“Total ........... e - 650,807 560,723. . 704,048 643,045 712,471

Grand total ........... .... 820,769 - . 881,518 918,446 -~ 960,209 1,057,762
" Unit value (per pound)
Albacore: . - P o o . .

“Solld ... $2.06 $2.05. . : $2.26 $2.42 $2.55
Chunk .........ovvvevivenn, 1.95 1.91 2.03 2.38 2.31
Flakes and grated .........., 1.01 1.83 1.44 () )

Total ...t 2.05 2.04 2,23 2.42 2.52
Light meat:. : - . . .
Solid ................... . 1.50 1.35 1.51 1.75 1.50

SChunk ........ e S 1.33 1.17 1.36° 1.37 1.29
Flakes and grated ........... ' =) .72 79 .95 .80

Total .................... ©1.33 1.17 1.37 1.38 1.30
Grandtotal ............. 151 1.38 . 1.40 1.61 1.54

! Included with albacore.
2 Included with light meat.

Source: Comblled from officlal statistics of the U.S. Department of Commerce, .Natlonal Marine Fisheries Service

of the United States 1986-89.

Table 2-9 .
Canned tuna: U.S. production by type of pack in thousands of standard cases, 1986-89
Type of pack 1986 1987 1988 1989
Water: .
White . .........i it it i i i, 6,466 6,003 6,160 6,546
Lght . e e 15,461 17,731 17,385 19,310
of Totalinwater .......................... 21,927 23,733 23,545 25,857
L 1,544 1,091 956 820
Uight ... e 9,047 8,869 8,345 7,913
Totallnoll ..............coiviniiint, 10,580 9,960 9,300 8,734
Total in Water & Oil: . :
White . ...t it i, - 8,010 7.094 7,116 7,367
Light ... . 24,508 26,600 25,730 27,224
Grand Total ........................... 32,517 33,694 32,845 34,591

Source: Compiled from data submitted In response to questionnaires of the U.S. International Trade Commission.



The following tabulation shows the share of
U.S. canned tuna production accounted for by
various production locations, during 1987-89
(data from prehearing brief of StarKist Foods,
" Inc., p. 11, in percent):

Location 1987 1988 1989
PuertoRico .............. 63 57 55

. American Samoa ......... 32 37 39
California ................ 6 6 6

‘Total ..., 100 100 100

During 1987-89, the share of U.S. canned
tuna production supplied by Puerto Rican canner-
ies declined, whereas the share supplied by the
American Samoan canneries increased. Puerto
Rico’s share of U.S. canned tuna production de-
clined by 8 percentage points over the period,
reflecting in part, production cutbacks. The
share of U.S. canned tuna production from
American Samoa increased by 7 percentage

points during this period whereas production in

California remained constant.

“Shipments

Data on U.S. shipments of canned tuna by
U.S. processors, as reported by responses to the
Commission’s questionnaires, are presented in ta-
ble 2-10. Such shipments declined 4 percent
between 1986 and 1988, then increased by 8 per-
cent in 1989. The reported value of processors’
“shipments increased by 16 percent during the pe-

riod. The average unit value per standard case of -

tuna rose from $29.76 in 1985 to $36.04 in 1988,
then fell to $33.46 in 1989.

Distribution of shipments of U.S. processed
canned tuna in retail-size containers for selected

categories, institutional-size containers, and total

shipments for 1986-89 are shown in table 2-11.
Shipments. of tuna in retail-size containers ac-
counted for the majority of shipments. In the
retail sector, U.S. shipments of the processors’
own brand generally increased during the period,
whereas shipments of private-label tuna generally
declined. Shipments of institutional-sized con-
tainers fluctuated during the period, with the
processors’ own brand accounting for between 66
and 75 percent of institutional shipments during
the period.

Large processors were the principal marketers
of nationally advertised brands, and the smaller
processors relied on private-label and institutional
markets. The share of total shipments accounted
for by the processors’ own brands, ranged from
82 percent in 1987 to 85 percent in 1989.

Inventories

Data on U.S. processors’ inventories are pre-
sented in table 2-12. Inventories of canned tuna
increased by 32 percent during 1986-89. Inven-
tories of canned tuna in water accounted for the
increase, primarily lightmeat, as inventories rose
from 5.5 million cases in 1986, to 8.4 million
cases in 1989, or by 52 percent. Inventories of
canned tuna in oil generally declined during the
period by 13 percent. As a proportion of ship-
ments, inventories increased from 23 percent in

1986 to 29 percent in 1989.

Capacity and Capacity Utilization

Domestic capacity to process tuna increased
from 41.5 million cases in 1986 to 45.1 million
cases in 1989, or by 9 percent (table 2-13). Ca-
pacity utilization generally declined slightly during
the period from 79 percent in 1987 to 77 percent
in 1989. -

Number and Location Of Operations

Six U.S. processors of canned tuna currently

account for the vast majority of U.S. produc-

tion.'2" ‘The names of these processors and the
locations of their processing facilities are shown in
table 2-14. The three largest firms, accounting
together for about 80 percent of domestic pro-
duction of canned tuna in 1989, are StarKist

" Seafood Company, Bumble Bee Seafoods, and

Van Camp Seafood. During 1988-89, Van
Camp Seafood and Bumble Bee Seafoods were
purchased by Asian companies. The following
are brief descriptions of these three companies.

StarKist‘ Seafood Company

StarKist is the largest U.S. tuna processor,
with over one-third of the volume of the domestic

: market'3 and with substantial interests in tuna

markets worldwide. StarKist was founded in
1917, as a processor of a variety of seafoods.
Since 1963, StarKist has been a wholly owned
subsidiary of H.J. Heinz Company (Heinz), a
Pennsylvania-based processed-food conglomer-
ate. Heinz owns also an Australian tuna pro-
cessor, Heinz-Australia, which produces primarily
for the Australian market and, according to
sources in the Australian market, accounts for the
majority of that market.

12 There are some small processors of canned tuna,
producing insignificant amounts of canned tuna on an
irregular schedule. According to the National Marine
Fisheries Service, these small processors together account
for less than 1 percent of total U.S. production of
canned tuna.

3 H.J. Heinz Company, 1989 Annual Report, p. 45.
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Table 2-10

Canned tuna in water or oil: U.S. processors' domestic shipments,' by types, 1986-89

Product ' 1986 1987 1988 1989
Quantity (1,000 standard cases)
Tuna in water:
Whitemeat ................cceeveenuineens : 5,981 6,201 5,839 6,039
Lightmeat ............ciiiiiiniiiinnennns " 18,600 19,024 18,826 21,984
Total, tunalnwater ..................... 24,581 25,225 24,665 28,022
Tuna in oil:
Whitemeat ................ccceiieirarianon 1,378 - 1,240 1,044 909
Lightmeat ...............coviiviinanns 9,440 8,764 8,115 7,730
Total, tunainoll .............. ..ot 10,818 10,004 9,158 8,639
Grand total ... ... 35.399 35,229 33,823 36,661
» Value (1,000 dollars)
Tuna in water:
Whitemeat .............coiviuiiirineneens 259,504 295,065 320,141 327,449
Lightmeat ...........ccvviivniiiiiiinnens 485,667 545,930 591,065 632,993
Total, tunainwater ..................... 745171 . 840,995 911,206 960,442
Tuna in oll:
Whitemeat ......... e et 59.071 57.129 55,943 48,748
Lightmeat ..............co0ititiiinineninn 249.408 250,924 251,740 217,578
Total, tunainoll ............... e 308,479 308,053 307.683 266,326
Grandtotal ................. [ 1,053.650 1,149,048 1,218,889 1,226,768
Unit value (per case)
Tuna in water: o
Whitemeat ...............c.iiriiiiinanan - - . $43.39 - $47.58 $54.83 $54.22
Lightmeat ............. e 26.11 - 28.70 31.40 28.79
Average, tunainwater ................... 30.31 33.34 36.94 34.27
Tuna in oil: . s
Whitemeat ................iteiiennrnenns 42.87 46.07 53.59 53.63
Lightmeat ...........coiiiiiiieinerarnnens 26.42 28.63 '31.02 28.15
Average, tunainoil ...................... 28.52 - 30.79 33.60 30.83
Average, alltuna ................... ... ' 29.76 ‘ 32.62 36.04 33.46

! Includes canned tuna imported by some processors.

Source: Compiled from data submitted In response to questionnalres of the U.S. lnternatlonal Trade Commission.

Table 2-11

Distribution of shipments of U.S.-processed canned tuna: U.S. shipments of U.S.-processed canned
tuna Iin retail-size containers for selected categories, institutional-size containers for selected catego-

ries, and total shipments of canned tuna in institutional-sized containers, 1986-89

Retail Institutional

Processors Private Processors Private
Year own brand’ label : own brand label Total

' Quantity (1,000 standard cases)
1986 .......... e 29,611 4,380 933 ‘ 475 35,399
1987 ... e 28,916 4,809 1,067 437 35,229
1988 ... ... 28,436 4,238 858 291 33,823
1989 .. ... . e 31,257 3,851 1,102 450 36,661
Share of total shipments (percent)

1986 ... e 83.6 12.4 2.6 1.3 100.0
1987 ... e 82.1 13.7 3.0 1.2 100.0
1988 ... ... . e 84.1 12.5 2.5 0.9 100.0
1989 ... .. 85.3 10.5 3.0 1.2 100.0

' Also referred to as “advertised retail brands. "
Note.—Because of rounding, figures may not add to the totals shown,

Source: Compiled from data submitted in response to questionnaires of the U.S. international Trade Commission.



Table 2-12

. Canned tuna: U.S. processors’ inventories, by types, as of Dec. 31 of-1986-89

Item 1966 1987 1988 1989
Quantity (1,000 standard cases)
Tuna In water:
Whitemeat . .............ccitiriiiiininainiaes 1.911 1.546 1,684 2,151
Lightmeat ............civiiiiiiiniiiinnens 3,594 4,108 5,906 6,244
Total, tunainwater ..................c.co v 5,505 5.653 7.590 8.395
Tuna In oil:
Whitemeat .............ccoriiiieeninuennrneres 611 393 356 317
Lightmeat ............ovuiiiiiiiiniinnrnanns 1,861 1,885 1,965 1,829
Total, tunainoil ............ ... ... .., 2,472 2,278 2,321 2,145
Grand total . ... i 7.977 7.931 9,911 10,540
Ratio of inventories to shipments (percent)
Tuna In water:
Whitemeat ........... ..ot iiiiiiirrnneennenan 32.0 24.9 28.8 35.6
Lightmeat ........... ...ttt 14.6 21.6 31.4 28.4
Total, tunainwater ......................... 22.4 22.4 30.8 30.0
Tuna in oil:
Whitemeat ............c.cciirirennerrnenarnsnns 443 31.7 34.1 34.9
Lightmeat . ..........iiiiiinrininrinineeneanns 19.7 21.5 24.2 23.7
Total, tunainoll ................... ..., 22.9 - 22.8 25.3 24.8
Grandtotal .............itiiiiiii i 22.5 22.5 29.3 28.7

Note.—Because of rounding. figures may not add to the totals shown.

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.

Table 2-13 .
Canned tuna: U.S. production, capacity, and capacity utilization, 1986-89

Production Capacity
Period in water In oll Total Capacity Utilization

1,000 standard cases Percent

1986 . .......chiiiii i 21,927 10,590 32,517 41,503 78.3
1987 ..ot e e 23,733 9,960 33.694 42,904 78.5
1988 ... ... 23,545 9,300 32,845 43,160 76.1
1989 ... ... ... i 25,857 8,734 34,591 45,107 76.7

Squrce: Complled from data submitted In response to questionnaires of the U.S. International Trade Commission.

Approximately 16 percent of the total world-
wide sales of Heinz during 1987-89 was
accounted for by tuna and tuna-related products,
the single largest component of the company’s
~ sales.'* In addition to the “StarKist” brand of
. 'canned tuna, StarKist also produced
“9-Lives” brand of tuna-based and other pet
foods. In 1988, following reorganization, pet-
food products were separated from StarKist
Foods, which was already renamed StarKist Sea-
food Company, and became a ‘separate entity,
Heinz Pet Products Company.'s

Through wholly owned subsidiaries, StarKist
operates two U.S. tuna processing plants, whose

14 H.J. Heinz Company, Form 10-K filed with the
Securities and Exchange Commission for fiscal years
1987-89, p. 2.

' H.J. Heinz Company, 1989 Annual Report, p. 45.

the

locations are shown in table 2-14.  In addition,
StarKist operates tuna processing plants and/or
frozen tuna collection stations in Canada, Ghana,
France, Colombia, and in other foreign locations
and nontuna (pet food) factories in locations
around the United States. After being shut down
since October 1985 because of a dispute over in-
spection and product quality, StarKist Foods,
Canada, reopened its St. Andrews facility in New
Brunswick in November 1988. In mid-1990,
StarKist again closed this plant, citing price cuts
by canners using Asian imports as the cause of
the closure.1€

In 1984, “in response to continued high costs
and the Government's failure to provide relief

'8 See “Post Hearing Brief of StarKist Seafood Com-
pany”, Sept. 14, 1990, p. 13-14.



Table 2-14
Canned tuna:

U.S. processors, location by firms and processing plants, 1990

Firm

U.S. processing plants

Bumble Bee Seafoods, inc
San Dlego, C

C.H.B. Foods Inc.-Pan Pacific .......................

Fisherles
Terminal Island, CA.

Mitsubishi Foods Inc ............... e

{Caribe Tuna) Delmar, CA
(a subsidiary of Mitsubishi
Corp., Tokyo, Japan).

Neptune Packing Corp .........covvnieriurnnneneaneans
White Plains, NY (asubsidiary ........................

of Mitsui (U.S.A.), New York, 'NY).

Star-Kist Foods, Inc ....... [
CA(asubsidiary of H.J . ... iiiiiiinninnn.

Heinz, Co., Pittsburgh, PA).

Van Camp Seafood Division ..........................
Ralston Purina Co., ........c.iiitiiiiiniinnrennnnsnss

St. Louis, MO

Mayaquez, PR.
Sante Fe Springs, CA.

Terminal Island, CA.

Ponce, PR.

Mayaguez

(closed August 1990)

. Mayaguez, PR:
Pago Pago, American Samoa.

Pago Pago, American Samoa;
Ponce, PR. (closed June 1990)

Source:
Commission.

from low-priced canned tuna imports,”'7 StarKist
closed its Terminal Island, California, tuna-proc-
essing plant. Capacity was increased by
22 percent at the company’s Puerto Rico plant,
reportedly making it the largest tuna processing
facility in the world. In 1988, at the company’s
American Samoa plant, StarKist completed its ex-
pansion program, reportedly making that facility
the second largest in the world, with a daily raw
fish packing capacity of 900,000 pounds.'8

Bumble Bee Seafoods

Bumble Bee is the second largest U.S. tuna
processor, accounting for approximately 23 per-
cent of the market for canned tuna. Bumble Bee
began processing fish (other than tuna) in 1899.
In 1937, the firm started canning albacore in Ore-
- gon and has since been best known as a producer
of canned albacore (and salmon). Late 1970s
and early 1980s the firm, as an operating division
of Castle & Cooke, Inc., expanded by canning
lightmeat tuna. In June 1985, the management
of Bumble Bee arranged a leveraged buyout of
most of the firm’s assets, including the trade-
mark, from Castle & Cooke, and began
operations as an independent company. The
Pillsbury Company, a U.S. food processor, pur-
chased Bumble Bee in the summer of 1988'%. In
September of 1989, Bumble Bee was purchased
by Unicord, a private concern of Thailand, for
U.S. $269 million.

'7 H.J. Heinz Company, 1985 Annual Report, p. 17.

' H.J. Heinz Company, /988 Annual Report, p. 18.

' “Turn on 1o Tuna," Seafood International, ec.
1988, p. 29.

Compiled from Information submitted in response to questionnalres of the U.S. International Trade

Unicord is a subsidiary of a larger group
owned by the Thai Konuntakiet family.20
Unicord is an agribusiness conglomerate and has
established itself as one of the world’s largest tuna
packers. Unicord is Thailand’s largest tuna
exporter. Unicord relies on imports of raw tuna
for its production of canned tuna and seeks long-
term contracts on such procurements to ensure
continuous supplies for its production lines.
Among its major suppliers of raw tuna are Japan,
Taiwan, the United States, Maldives, Papua New
Guinea, and Solomon Islands.

Unicord’s U.S. operation currently operates a
single tuna-processing plant in Puerto Rico and a
plant that processes tuna loins in Sante Fe
Springs, CA., (table 2-14). In addition,
Unicord owns a tuna cannery in Manta, Ecuador,
which produces canned tuna for sale in South
America and supplies tuna loins for its Puerto
Rico plant.2! Unicord distributes canned tuna in
the United States under the “Bumble Bee” label
from its own U.S. production facility, as well as
from its plants in Thailand. In 1988, 48 percent
of Unicord’s sales were accounted for by exports
to the United States, 35 percent to Europe, 8 per-
cent to Japan, and the remainder to the rest of
the world.

20 “Bumble Bee takeover," Seafood International,
Oct. 1989, p. 17.

2' Submission by counsel on behalf of Bumble Bee
Seafoods, Inc., in connection with Commission investi-
gation 332-291, Sept. 14, 1990, p. 1.



Van Camp Seafood

Van Camp is the third largest U.S. tuna proc-
‘essor, accounting for 20 percent of the U.S.
market for canned tuna.22 Prior to November
15, 1988, Van Camp was a division of Ralston
Purina Company, a Missouri-based producer of
processed foods, pet food, and livestock .and
poultry feeds. Seafoods accounted for approxi-
mately 7 percent of Ralston Purina’s total sales in
198723 (latest data available). Van Camp ac-
counted for substantially all of the parent
company’s seafood sales. Van Camp produced
canned tuna and salmon under the “Chicken of
the Sea” label.

On November 15, 1988, P.T. Management
Trust (Mantrust), a privately held Indonesian
concern, purchased Van Camp and its “Chicken
of the Sea” canned tuna brand from Ralston
Purina for $260 million.24¢ Mantrust, established
in 1958, is one of Indonesia's significant food
conglomerates.
holdings in agribusinesses, distribution and trad-
ing, retail industries, and shipbuilding.
Mantrust’s U.S. operation currently operates a
single tuna-processing plant in American Samoa
{table 2-14). In June of 1990, the firm closed
down its processing plant in Ponce, Puerto Rico.

Mantrust distributes canned tuna in the
United States under the “Chicken of the Sea” la-
bel from its own U.S. production facility, as well
as from its facilities in Indonesia. Mantrust has

22 “Implications of Thailand's Unicord buy out of
Bumble Bee,"” Worid Fishing, October 1989, p. 53.
2 Ralston Purina Company, 1987 Annual Report,

p- 15.
24 Ralston Purina Company, Annual Report, p. 22.

Table 2-15

The company has significant -

" essing to offshore locations.28

three tuna canneries operating in Indonesia, and
distributes canned tuna both to the United States
and to western Europe. According to industry
sources, Mantrust has a joint venture factory op-
eration with the U.S. tuna fleets cooperative
association located in Bali.?5

Employment and Wages |

Industrywide employment in the United
States, hours worked, and wage data for all U.S.
cannery locations for 1986-89 are presented in
table 2-15. Average employment for production
and related workers producing canned tuna at all
reporting establishments declined between 1986
and 1988, but increased slightly in 1989. Total
hours worked and wages fluctuated during the pe-
riod. Fringe benefits provided to production and
related workers increased from $15.5 million in
1986 to $20.2 million in 1989.

The following information on employment
and wage rates at U.S. cannery locations has
been derived from public statements submitted to
the U.S. International Trade Commission, and
provides a general discussion regarding the trends
of these aspects. During 1985-90, employment
in the tuna processing industry in the continental
United States declined as companies shifted proc-
Employment at
Pan Pacific’'s Terminal Island facility declined
from 1,228 workers in 1984 to 525 workers in
1989.

28 “Industry in Indonesia to grow”
tional, October 1988, p. 35.

2% As of November 1990, there are 2 active facilities
in the continental United States—a Terminal Island, CA
tuna processing plant owned and operated by Pan
Pacific, and a Sante Fe Springs, CA plant owned and
operated by Bumble Bee where tuna loins are processed.

, Seafood Interna-

Average number of workers employed in the reporting establishments producing canned tuna, hours
worked by production and related workers for all products and for canned tuna,' and wages and fringe

benefits paid to them, 1985-89

item 1985 1986 1987 1968 1989
Average number employed in the
reporting establishments:
Allpersons ................. number ........ 14,197 12,458 12,601 12,151 12,051
Production and related workers
producing
Allproducts ................ number ........ 13,393 12,040 12,190 11,679 11,690
Cannedtuna ................ do ............ 12,887 11,122 11,118 10,882 10,957
Hours worked by production and
related workers producing:
Allproducts. ............... 1,000 hours 21,738 24,392 23,687 25,276 24,259
Cannedtuna ............... do ............ 21,121 21,118 20,388 21,768 21,129
Wages paid to production and
related workers producing:
Al products ................ 1,000 dollars 106,362 109,490 108,847 111,382 112,634
Cannedtuna ................ do ............ 101,745 95,439 95,897 98,123 100,799
Value of fringe benefits provided
to production and related
workers producing:
All products ................ 1,000 dollars 13,630 15,5631 18,925 19,501 20,194
Cannedtuna ................ do ............ 13,037 14,587 18,139 18,870 19,715

! Includes operations in the continenta! United States, Pusrto Rico, and American Samoa.
Source: Compiled from data submitted In response to questionnaires of the U.S. International Trade Commission.
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The company is now operating on a 4-day week
and man hours worked declined from over 2 mil-
lion hours in 1984 to less than 1 million in
1989.27 Employment in Puerto Rico’s tuna can-
neries declined from approximately 15,000 jobs
in 1982 to 8,000 in 1989. As of July 1990 the
number employed by the canneries totalled ap-
proximately 6,600, a decline of 1,400 workers
since 1989.28 Employment in tuna-processing op-
erations in American Samoa increased from
3,318 in 1985 to approximately 4,700 in 1989.29

The average wage rate, including fringe bene-
fits, for cannery workers in American Samoa is
$3.40 per hour; in Puerto Rico, the minimum
wage rate is $7.47 per hour; and in the continen-
tal United States, the average wage rate is $12.00
per hour.

 Average hourly wages in U.S. locations (conti-
nental, Puerto Rico, and American Samoa)
generally increased from 1986 through 1989, al-
though actual wage levels and the extent of the
increase varied widely for different locations.
The average hourly wage rate per worker for all
U.S. locations, as indicated by the data in ta-
ble 2-15, increased by 6 percent, from
$4.852 per hour in 1986 to $4.77 per hour in
1989.

Data presented in tables 2-13 and 2-15 also
indicate that productivity in tuna-canning opera-
tions, as measured by the hours worked per case
of tuna produced, increased between 1986 and
1989. The number of hours required per case of
tuna produced at all locations declined 6 percent,
from 0.65 hours per case in 1986 to 0.61 hours
per case in 1989. The number of hours required
to produce a case of tuna has declined consider-
ably since the Commission’'s 1986 332

_investigation in which the combined hours

worked (period 1979-85) per case produced av-
eraged 0.74 hours.

Tuna canneries are vital to the economies of
local communities in American Samoa and
Puerto Rico where they are a major source of em-
ployment. In American Samoa, the tuna
canneries account for more that 35 percent of di-
rect, nongovernment employment.3 According
to a recent survey, counting indirect employment,
this share jumps to more than 88 percent.3' The

27 Testimony of Charles F. Woodhouse, President,
GR Foods, Inc., Official Transcript of Proceedings,
Auge. 16, 1990, p. 147,

See “Presentation of the Government of the Com-~
monwealth of Puerto Rico”, by Mr. Hector Melendez,
Deputy Administrator, Economic Development Admini-
stration, Aug. 16, 1990, p. 2

2 Various Industries in American Samoa, U.S.
Deg’anmem of Labor, 1990, p. 32.

Ibid., E-P 9.

3 LMR Fisheries Research Inc., The Economic
Position of American Samoa in the 1990 International
Tuna Industry, May 1990, pp. 27-30. This report was
commissioned by StarKist Samoa, Inc. and was in-
cluded as exhibit A in the prehearing submission of
Starkist Foods, Inc.

government of American Samoa testified at the
Commission’s public hearing that alternative em-
ployment opportunities in American Samoa for
tuna cannery workers are very limited.32

The employment provided by tuna canneries
in Puerto Rico is less concentrated than in Ameri-
can Samoa since the economy of Puerto Rico is
more diverse. Nevertheless, such employment
has been important to the communities of Ponce
and Mayaguez, where the canneries are located.
In is estimated that the tuna canneries in
Mayaguez account for about 20 percent of that
community’s employment.* Local and Com-
monwealth  officials have  stressed that,
historically, the tuna industry has been the “back-
bone” of the economy of Mayaguez since the
early 1960s.3 Likewise, local government offi-
cials in Ponce and Mayaguez stressed the
importance of the employment provided by the
tuna industry in internal resolutions submitted to
the Commission.35 '

Sources of Raw Material Used by the
Processing Sector

Raw tuna

In the production of canned tuna, U.S. pro-
cessors can use either domestic or imported raw
(fresh, chilled, or frozen) tuna as raw material
with nearly perfect substitutability.®®¢ Table 2-16
shows U.S. processors domestic and imported
purchases of raw tuna for 1986-89. Total pur-
chases of raw tuna, measured by quantity,
remained fairly stable, ranging from a low of 1.0
billion pounds in 1988 to a high of 1.1 billion
pounds in 1987. Purchases of domestic tuna as a
share of the quantity of total purchases increased
steadily from 44 percent in 1986 to 52 percent in
1988. In 1989, processors’ purchases of domes-
tic tuna declined to 46 percent of the total.

Tables 2-17 and 2-18 show the quantity and
value of raw tuna purchased by U.S. processors
from both domestic and foreign sources, by spe-
cies and by quarters, for 1986-89.

Yellowfin and skipjack accounted for between
95 and 99 percent of the domestic quantity pur-
chased by processors during the period.
Purchases of yellowfin peaked in 1987, account-
ing for 63 percent of total domestic purchases,

32 Testimony of Mr. William P. Coleman 111, Chief of
Staff, Office of the Governor, American Samoan Gov-
ernment, transcript of public hearing, pp. 28-29.

3"3Ptehearing brief of StarKist Seafood Company,
p. 13.

3 Commission staff interview with officials of local
and Commonwealth government officials, Mayaguez,
Auglsl 30, 1990.

City Council of the Municipal Government of
Ponce, Internal Resolution No. 4, Series 1990-91,
August 14, 1990; Municipal Assembly of the Municipal-
ity of Mayaguez, Resolution No. 11, Series 1990-91,
Augxsl 24, 1990.

According to officials of most U.S. processing
companies interviewed by the Commission’s staff.



Table 2-16
Raw tuna: Processors purchases, domestic, imported, and total, 1986-89

Purchases 1986 1987 1988

1989
Quantity (1,000 pounds)
Domestic ............ ... i, 467,565 537,952 633,431 492,020
Imported ............. . ... i 586,091 5§33,125 484,787 568,576
TOMAL .ottt 1,053,656 1,071,077 1,018,218 1,060,596
R Percent of total

Domestic ...........cc.iiiiiiiiiiianenns 44 50 52 46
CAMPOMed . 56 50 48 54
Total .......ccovvviiennnnn e 100 100 100 100

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.
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Table 2-17 _
Processors domestic purchases of raw tuna by species, by quarters, 1986-89, (Quantity = 1,000 pounds, Value = §1,000)

Albacore Yellowtin Skipjack Other Total
By quarter Quantity Value Quantity Value Quantity Value Quantity Value Quantity Value
29 15 - 68,908 23,259 35,216 10,701 8 ‘ 3 104, 161 33,978
91 49 61,434 21,976 55,074 16,891 216 78 116,815 38,994
4,412 2,284 78,158 28,111 . 39,702 12,435 15,254 5,406 137,526 48,236
1,645 1,003 53,616 18,857+ 53,321 - 17,234 481 173 109,083 © 37,267
6,177 3,351 262,116 92,203 183,313 © 57,261 15,959 5,660 467,565 158,474
16 9 80,382 29,197 57,217 18,724 0 0 137,615 47,930
28 15 92,642 35,652 56,150 19,170 -0 0 148,820 54,837
2,502 1,841 82,289 42,972 38,279 17,888 '525. . 267 123,595 62,968
1,238 966 85,177 44,575 41,507 19,893 0 60 127,922 " 65,494
3,784 2,831 340,490 152,396 193,153 75,675 525 327 537,952 231,229
1,190 . 1,314 52,858 25,874 55,237 25,566 0 0 109,285 52,753
2,266 2,172 66.879 35,348 83,866 40,681 4 2 153,035 78,203
5,045 . 4,822 46,955 22,396 70,720 32,767 821 427 123,541 60,412
3,363 3,961 55,549 27.479 88,635 39,286 23 12 147,570 70,738
Total .... 11,864 12,269 222,241 111,096 298,478 138,299 848 aan . 533,431 262,106
1989: ' i :
18 ... 9 7 44,443 20,827 . 69,044 24,564 0 0 103,496 45,398
2nd ........ 1,046 1,177 51,350 23,739 81,517 32,124 0 0 133,913 57,040
3rd ........ 1,737 1,570 74,389 34,560 . 60,191 23,327 1,290 558 137,607 60,015
4th ........ 1,823 1,799 77.352 - 37,812 37,563 - 14,991 266 19 117,004 54,721
Total ..... 4,615 4,553 247,534 . 116,938 238,315 . . 95,006 1,556 677 492,020 217,174

Source: Compiled from data submitted in response to questionnaires of thg U.S. Intarh_atlcjnal Tiade Commission.



Table 2-18
Processors imported purchases of raw tuna by species, by quarters, 1986-89, (Quantity = 1,000 pounds, Value = $1,000)

Skipjack Other Total
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Albacore Yellowfin
By quarter Quantity Value Quantity Value Quantity Value Quantity Value Quantity Value
1986:
st ....... 49,703 40,016 43,646 15,853 50,990 15,440 2,677 645 147,016 71,953
2nd ....... 70,138 54,140 40,999 15,111 42,047 12,743 4,040 1,522 157,224 83,516
3rd ....... 63,373 48,565 29,774 10,439 44,258 13,008 2,348 932 139,753 72,943
4th ....... 44,770 31,798 35,731 13,294 52,147 16,956 9,450 3,374 142,098 65,421
Total 227,984 174,518 150,150 54,697 189,442 58,147 18,515 6,472 586,091 293,834
1987:
st ....... 46,848 33,740 14,545 5,303 38,572 12,250 6,805 2,557 106,770 53,850
2nd ....... 40,428 31,206 38,952 15,632 29,993 10,195 3,328 1,353 112,701 58,386
3rd ....... 56,889 53,417 61,839 35,778 59,978 25,554 3,878 1,987 182,584 116,736
4h ....... §7,624 60,967 20,509 10,899 48,233 23,648 4,704 2,717 131,070 98,232
Total 201,789 179,331 135,845 67,612 176,776 71,648 18,715 8,614 533,125 327,204
1988: .
st ....... 46,298 47,264 27,124 14,596 47,836 22,270 3,080 1,588 124,338 85,718
2nd ....... 47,525 51,704 20,917 10,750 31,137 14,776 2,106 1,119 101,685 78,349
3rd ....... 52,255 58,876 21,120 11,524 69,705 34,265 2,446 1,379 145,526 106,044
4h ....... 52,662 62,217 18,656 8,301 38,963 16,758 2,957 1,461 113,238 88,738
Total 198,740 220,061 87,817 45,171 187,641 86,069 10,589 5,547 484,787 358,847
1989: :
I1st ....... 56,734 66,408 38,666 18,026 44,154 16,806 1,495 677 141,049 . 101,917
2nd ....... 65,928 63,993 33,323 15,881 78,239 30.416 5,521 2,576 173,011 112,866
3rd ....... 37,580 40,172 35,700 16,579 43,908 16,329 2,274 881 119,462 73,962
4h ....... 43,784 48,639 38,519 19,253 49,959 19,730 2,792 1,662 135,054 89,283
Total .... 194,026 219,212 146,208 69,740 216,260 83,281 12,082 5,796 568,576 378,028

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.



then declined to 42 percent in 1988, but in-
creased to 50 percent in 1989. Purchases of
skipjack as a share of total domestic purchases
increased from 36 percent in 1987 to 56 percent
in 1988, then fell to 48 percent in 1989. '

During 1986-89, approximately 97 percent
(by quantity) of processors’ purchases of im-
ported raw tuna consisted of albacore, skipjack,
and yellowfin. Purchases of imported albacore
declined during the period, accounting for be-
tween 34 and 41 percent of imported tuna
purchases. - SKipjack purchases increased as a
share of total purchases from 32 percent in 1986
to 38 percent in 1989, and yellowfin purchases
declined from 26 percent in 1986 to 18
percent in 1988 then increased to 26 percent in
1989.

The raw tuna purchased by U.S. processors is
caught in several ocean areas of the world, in:
cluding the Pacific, the Atlantic, and the Indian
Ocean. The following tabulation shows the share
of domestic and imported tuna cannery receipts
of U.S. processors, by ocean of origin, during
1985-89(data from Statistics and Market News,
Southwest Region, NMFS, in percent): :

Ocean of origin 1985 1986 1987 1988 1989

Domestic-caught

raw tuna: ) g )
Eastern Atlantic ........ 0 .0 0 0 0
Western Atlantic ....... 3 1 a T .0
Total Atlantic ....... .08 1 v 49
Eastern Paclific ......... 45 44 44 50 a4
Western Pacific ........ 52 565 56 50 59
Total Pacific .......... 97 99 100 100 100 .
Indian ................. 0 0 0 0 0 .
Total Domestic ....... 100 100 100" 100 100
Imported raw tuna:
Eastern Atlantlc ........ 18 21 21 21 20
Western Atlantic ....... 22 19 1" 6 6
Total Atlantic ......... 41 40 32- 27. 26
Eastern Pacific ......... 18 21 23" 13 26
Western Pacific ........ 29 23 27 38 .27
Total Pacific .......... 47 44 50 51 53
Indian ................ 12 16 19 22 20
Total Imported ........ 100 100 100 100 100

' Less than 0.5 percent.

During 1985-89, U.S. processors’ domestic
receipts of frozen tuna primarily originated from
the Pacific, with the share of tuna from the east-
ern Pacific generally declining while that from the

western Pacific increasing. U.S. processors’ re- -

ceipts of imported frozen tuna originated from
the Pacific, Atlantic, and the Indian Ocean. The
share of imported raw tuna receipts originating
from the Atlantic Ocean declined from 41 per-
cent in 1985 to 26 percent in 1989, with the bulk
of the decline occurring in the western Atlantic.
The share of imported raw tuna receipts supplied
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from the Pacific area during 1985-89, generally
increased accounting for 53 percent of the re-
ceipts in 1989. The share of cannery receipts
from the Indian Ocean increased steadily from 12
percent in 1985 to 22 percent in 1988 before de-
clining to 20 percent in 1989.

Loins

A relatively recent development in the canned
tuna industry is the use of precooked tuna loins as
a raw material. Tuna firms have been experi-
menting with the technology to produce and
utilize frozen loins for the past decade. However,
firms have not utilized loins on a commercial
scale until quite recently, as increasing competi-
tion in the U.S. market stimulated U.S.
processors to decrease production costs.

The use of loins as a raw material provides
processors with distinct advantages compared with
whole tuna. These advantages are primarily cost-
related. First, labor costs are significantly
reduced, as at least 60 percent of total labor costs
in a traditional tuna cannery is employed in pro-
ducing tuna loins.37 Second, and perhaps more
important, freight costs are substantially reduced
by shipping frozen loins. Depending on the spe-

.. cies and size of fish, the loin represents less than. .

half the weight of the whole fish; the waste prod-
ucts’ are -not transported with loins. Third, by
using. loins, processors can streamline their pro-
duction process. Several U.S. processors stated
that using loins enables them to reduce produc-
tion costs. in the range of $1.50-2.00 per case of
canned tuna.38

The primary disadvantage of using frozen

“loins is the effect that freezing and thawing have

on quality. This concerns both yields, which af- -
fect costs, and final product quality, which affects
demand. U.S. producers who are using loins
claim the quality differences between using loins
and frozen tuna are minor because of the devel-
opment of technology.

It is believed that most, if not all, U.S. canned
tuna producers are using loins to some extent. At
one extreme, Bumble Bee has opened a tuna can-
nery in California that exclusively uses frozen
loins as a raw material. Another processor is re-
ported to be opening a similar facility on the U.S.
east coast.

U.S. processors are importing loins from a va-
riety of sources. The main sources are Thailand
and Latin America. Thai loins generally are util-
ized in plants on the U.S. west coast, while Latin
American loins are utilized in plants on
Puerto Rico. Additional data on U.S. imports of
loins are provided in the section on U.S. imports
further in the report.

37 Commission staff interviews with officials of United
States, Thai, and Indonesian canned tuna producers.

% Commission staff interviews with officials of U.S.
canned tuna firms.



Changes In Industry Structure

For several decades prior to the 1980s, south-
ern California was the principal processing center
for the U.S. tuna industry. U.S. tuna harvesters
historically were based in California to be accessi-
ble to the eastern tropical Pacific Ocean, a major
tuna fishery; the processors naturally developed
near their raw tuna supplies. During the 1950s,
U.S. tuna companies began to shift some of their
production facilities to offshore sites in Puerto
Rico and American Samoa. During 1980-85,
most U.S. tuna processors closed their continen-
tal U.S. operations, with only one processing

plant still operating in California by 1985 (table

2-19).39

The major recent development in the U.S.
tuna processing sector was the acquisition by
Asian buyers of two of the largest U.S. brands of
canned tuna, namely Bumble Bee and Van
Camp. In 1988-89, P.T. Management Trust of
Indonesia, purchased Van Camp and its
“Chicken of the Sea” canned tuna brand from
Ralston Purina. In September of 1989, Unicord
of Thailand purchased Bumble Bee. As a result
of these acquisitions, Asian countries now control
over 50 percent of the U.S. tuna market.

Factors Causing Location Shifts

Greater resource availability, lower labor
costs, and tax benefits in offshore locations were
the major factors contributing to the further shift
of the U.S. tuna canning industry from the conti-
nental United States to the offshore facilities in
Puerto Rico and American Samoa.

Labor costs ; -

Although labor is a relatively small item in the
overall cost of producing a can of tuna,4® certain
important stages of the tuna canning process are
highly labor intensive. While some mechaniza-
tion has occurred, mainly in the packing process,
the fish- cleaning operations are still done manu-
ally. However, the advantage of lower labor cost
in American Samoa and Puerto Rico is somewhat
offset by the cost of delivering the canned tuna

3% Bumble Bee opened a plant in February 1990 that
processes tuna loins.

40 See the discussion on cost of production in tuna
processing later in the report.

product from the offshore facilities to the main-
land U.S. market.

Tax benefits and other incentives

The U.S. tuna industry enjoys various Federal
and local tax benefits and other financial incen-
tives by virtue of being located in Puerto Rico and
American Samoa, which are U.S. territories.
Pursuant to section 936 of the Internal Revenue
Act (26 U.S.C. s 936), a domestic corporation is
allowed a tax credit equal to the taxable income
from the active conduct of a trade or buysiness
within a possession of the United States.#' Thus,
income derived from operations in Puerto Rico
and American Samoa is effectively exempted
from U.S. corporate income tax.

In addition, both Puerto Rico and American
Samoa provide substantial exemptions from their
own tax laws to tuna facilities.42 The Tax Exemp-
tion Board of the Government of American
Samoa may provide temporary income tax ex-
emption to activities that will further the
economic development of the Territory. The two
U.S. canneries located in American Samoa are
among the firms with such exempt status as of
November 1985. In Puerto Rico, tuna canneries
and commercial fishing operations that supply
them qualify for tax exemptions of up to 90 per-
cent of “industrial development income” for 10
to 25 years, depending on industry location.%3
The amount of the exemption decreases over
time, from 90 percent during the first 5 years to
55 percent during years 16 to 20. The exemp-
tions are also extendable for 10 years at slightly
lower rates.

41 Sec. 936 applies to Guam, American Samoa, and
Puerto Rico. Sec. 936 is derived from- predecessor
provisions which, in turn, are derived from sec. 21 of
the China Trade Act, 1922 (42 Stat. 849). The purpose
of this provision was to enable U.S. corporations doing
business in China to compete with local British corpora-
tions that enjoyed a similar exemption from British
laxes. '

42 Tax rates imposed by American Samoa against
corporate income are the same as the U.S. Govern-
ment’s tax rates imposed on corporate income, or 46

ercent prior to 1986. The tax rate imposed by Puerto
ico in 1985 was 20 percent of applicable corporate
income.

43 Puerto Rico’s Industrial Incentive act of 1978, Sec.
255a(a) (80, (d)(2) and (e)(31).

Table 2-19

U.S. tuna canneries, by plant locations, 1980 and 1985-90

Plant locations 1980 1985 1986 1987 1988 1989 1990

Continental United States ..... 12 1 1 1 1 1 2

PuertoRico ................. 5 5 5 5 5 5 3

American Samoa ............ 2 2 2 2 2 2 2

Hawail ..............c. ..., 1 0 0 0 0 0 0
Total .........coivvvnnn... 20 8 8 8 8 8 7

! Bumble Bee opened a plant in February 1990 that processes tuna ioins.

Source:
U.S. international Trade Commission.

1980, 1985-89 from Natlonal Marine Fisheries Service; 1990 data compiled from data submitted to the
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" American Samoa also is exempt from the so-
called Nicholson Act (46 U.S.C. 251) which
prohibits foreign vessels from landing fish directly
in U.S. ports, while Puerto Rico has no such ex-
emption.

Financial Experience of U.S. Tuna
Processors

This section of the report provides informa-
tion on the financial experience of U.S. tuna
processors during calendar years 1979-89. The
information was obtained principally through
questionnaires sent to the firms, with additional
information from staff discussions with company
officials. Six U.S. processors accounted for virtu-
ally all U.S. production of canned tuna during
1979-89. All six producers provided data cover-
ing (1) overall operations of their establishments
in which canned tuna is produced, (2) financial
data on operations relating to tuna for human
consumption, and (3) financial data on opera-
tions relating to tuna-based pet food.

As indicated by a comparison of tables 2-20
through 2-22, canned tuna for human consump-
tion and tuna-based pet food accounted for more

than 99 percent of sales revenue of the establish-

ments in which tuna was produced from 1986 to
1989. The remaining revenues are relatively in-
significant and came from sales of fishmeal,
which is derived from tuna scrap.

We note that five of the six firms operate on a
fiscal year basis other than a calendar year, and
only two firms have similar fiscal years. It was not
possible to obtain data on the basis of a common

accounting period, nor was it possible for the staff

to consolidate data obtained on the basis of any
uniform period. The discussion will generally be
limited to the most current period for which data
was collected, 1986 to 1989.

Overall Establishment Operations

Aggregate financial data for the six firms are
presented in table 2-20. Pretax income rose
sharply from about $63.0 million in 1985 to
$111.8 million in 1986, capping four years of
steady increases. Thereafter, such income de-
creased steadily, including a precipitous decline
from $95.0 million in 1988 to $21.7 million in
1989. Moreover, even though overall net income
was positive in 1989, five of the six firms had net
losses (data not shown in table 2-20), as opposed
to one or two during the previous three years.
The three major components contributing to the
decline are (1) the decrease in gross profits, (2)
the increase in selling, general, and administrative
(SG&A) expenses, and (3) the increase in net in-
terest expense.44

44 Although not indicated in table 2-20, SG&A
expense is the difference between gross profit and
operating income, and net interest expense is the primary
difference between operating income and net income.
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Overall net sales rose irregularly from 1986 to
1989 by about 12.5 percent, as four of the six
processors enjoyed sales increases. However,
cost of goods sold increased by an even greater
amount (18.4 percent) resulting in a decline in
gross profits of about $28.5 million. The trend of
increased costs also carried into SG&A expenses,
albeit to a lesser extent, as they increased by
about $9 million from $95 million to about $104°
million.

The single biggest reason for the $90 million
decrease in pretax income from 1986 to 1989 was
the $47 million increase in net interest expense
from about $3 million in 1986 to about $50 mil-
lion in 1989. There are two primary reasons for
this huge increase. The first is the buy-out of
processors in the 1988-89 time frame, leading to

-an increase in debt and the associated interest.

The second is that processors refinanced a sub-
stantial portion of the tuna boats in which they
had a controlling financial interest, paying off
outstanding mortgages and financing the boats di-
rectly. In such a financial arrangement, interest
income can only be accrued by the processor to
the extent it is actually received. Discussions in-
dicated that the boat owners were paying much
less interest than their mortgages would normally
dictate, perhaps in order to conserve cash for re-
pairs/capital expenditures. Whatever the reason,
the processors are receiving less than the interest
on the financing incurred to refinance the vessels.

Income From the Production of Canned Tuna
for Human Consumption

Overall financial data for the six firms on this -
segment of their operations are presented in table
2-21. This segment accounts for almost all of
establishment net sales (between 94.6 and 96.5
percent), operating income, and pretax income.
Sales increased fairly steadily from 1986 to 1989,
by about $158 million (14.7 percent); however,
cost of goods sold (see table 2-23 for the detailed
components) increased even more, by over $175
million (20 percent).

The single largest item of cost of goods sold,
frozen tuna, accounted for $149 million of the
increase. This large increase was primarily due to
the large increase in the purchase price of tuna.
Other raw materials (consisting primarily of cans,
labels, and boxes) also had a large ($39 million)
increase. On the other hand, direct labor and
other factory costs combined decreased by about
$13 million, the result of plant modernization and
closings.

Not surprisingly, virtually all of the deprecia-
tion reported by the processors was associated
with this segment of their operations. Deprecia-
tion expense remained fairly steady from 1986 to
1987 before increasing by about 23 percent in
1988 and then another 49 percent in 1989. This
trend mirrors the overall level of capital expendi-
tures by the firms, which from 1986 to 1989 was
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Table 2-20

Financial experience of U.S. tuna processors on the overall operations of their establishments within which canned tuna is produced, fiscal years

1979-89
item 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989
Value (1,000 dollars)

Netsales............. 1,027,697 1,115,691 1,307,480 1,202,093 1,158,003 1,189,011 1,163,438 1,132,708 1,222,527 1,305,394 1,273,701
Cost of goods sold . ... 852,533 917,861 1,112,889 1,071,367 990,434 991,730 962,493 923,195 1,015,124 1,087,611 1,092,706
Gross profit (loss) ..... 175,164 197,830 194,591 130,726 167,569 197,281 200,945 209,513 207,403 217,783 180,995
Operating iIncome (loss) 73,940 80,783 63,796 - 2,319 32,283 74,33 81,769 114,592 111,586 110,866 76,963
Net income (loss) :
before Income taxes ... 54,706 61,852 28,226 (174,316) (6,819) 1,521 62,901 111,755 100,166 95,035 21,706
Depreciation and

amortization . : .

inciuded above ...... 16,561 16,583 18,608 17,992 18,107 17,456 15,588 16,520 15,415 19,026 28,537

Share of net sales in percent

Cost of goods sold .... 83.0 82.3 85.1 89.1 85.5 83.4 82.7 81.5 83.0 83.3 85.8
Gross profit {loss) ..... 17.0 17.7 14.9 10.9 14.5 16.6 17.3 18.5 17.0 16.7 14.2
Net income (loss)

before income taxes . 5.3 5.5 2.2 (14.5) (0.6) 0.1 54 9.9 8.2 7.3 1.7

Number of firms reporting—

Operating losses ...... 2 2 3 5 3 1 2 1 0 1 1
Data........co00veuen 5 5 5 - 6 6 6 6 6 6 6 6

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.
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Table 2-21 .
Financial experience of U.S. tuna processors on their operations producing canned tuna for human consumption only, fiscal years 1979-89

Item 197§ 1980 1981 1982 1983 - 1984 1985 1986 1987 1968 1989

Value (1,000 dollars)

Netsales............. 960,687 1,037,591 1,220,005 1,111,621 1,073,153 1,056,654 1,042,946 1,071,008 1,163,765 1,250,024 1,228,685
Cost of goods sold .... 832,909 864,265 1,040,683 . 996,189 942,210 885,028 866,789 873.684 965,540 1,040,897 1,048,848
Gross profit (loss) ..... 127,778 173,326 179,322 115,432 130,943 171,626 176,157 197,324 198,225 209,127 179,837
General, selling and

administrative

exXpenses . .......... 87,333 101,477 115,217 106,555 117,397 105,542 100,905 90,586 92,482 103,525 101,589
Operating income

(loss) .......oevunn 40,445 71,849 64,105 8,877 13,546 66,084 75,252 106,738 105,743 105,602 78,248
Interest income/ .
o(:xp'ense) g (15,160) (19,266) (35,367) (39,732) (24,598) (4,932) (5,447) (3.580) {6,904) {9.572) (50,256)

ther income .

(expense), net ...... (890) 1,410 (10,336) (30,813) {39,341) (65,735) (11.873) (951) {4,010) {6,256) (5,000)

Net income (loss)
before Income

taxes .............. 24,395 53,993 18,402 (61,668) (50,393) (4,583). 57,932 102,207 94,829 89,774 22,992
Depreciation and ) ) _ '

amortization : - . ’ ‘

Included above ...... 11,799 12,485 14,421 13,871 14,591 14,957 13,773 15,260 15,171 18,644 27,725

Share of net sales in percent

Cost of goods sold .... 86.7 83.3 85.3 ‘89.6 87.8 83.8 - 83.1 81.6 83.0 83.3 85.4
Gross profit {loss) ..... 13.3 16.7 14.7 10.4 12.2 16.2 16.9 18.4 17.0 16.7 14.6
General, selling and ’

administrative ' :

eXPenses . .......... 9.1 9.8 9.4 9.6 10.9 10.0 9.7 8.5 7.9 8.3 8.3
Operating income _ .

floss) .............. 4.2 6.9 5.3 0.8 1.3 . 6.3 7.2 10.0 9.1 8.4 6.4

Net income (loss)
before income
taxes .............. 2.5 5.2 1.5 (5.5) (4.7) {0.4) 5.6 9.5 8.1 7.2 . 1.9

Number of firms reporting—

Operating losses ...... 2 0 2 4 2 1 2
Data............o.... 5 5 5 6 6 6 6

-
(-]
<]
[

Source: Compiled from data submitted In response to questionnaires of the U.S. international Trade Commission.



Table 2-22

Financial experience of U.S. tuna processors on their operatlons produclng tuna-based pet food, fiscal

years 1984-89

Item 1984 1985 1966 1987 1988 1989
Value (1,000 dollars)
NetSales .................... 119,512 112,053 59,879 55,812 51,061 41,132
Costofgoodssold ............ 92,875 86,370 47,597 46,423 42,353 39,563
Gross profit {loss) ............ 26,637 25,683 12,282 9,389 8.698 1,569
General, selling and - ) o
administrative expenses ....... 17,256 . 18,196 4,335 3,335 3,392 2,443
Operating income (loss) ....... 9,381 - 7,487 7.947 6,054 5,306 {874)
Interest income/(expense) ..... (611) (940) - - 516 (103) (137) 52
Other income/(expense), net. .. (1.522) {593) 1,178 (403) 134 (53)
Net income (loss) ) ’
before income taxes .......... 7.248 5,954 . 9,641 5,548 5,303 (875)
Depreciation and amortlzatlon ) :
included above ....... N . 742 532 260 238 382 812
‘ Share of net sales (in percent)
Cost of goods soid . ........... 71.7 771 79.5 83.2 ©83.0 96.2
Gross profit (loss) ............ 22.3 22.9 20.5 16.8 17.0 3.8
General, selling and )
administrative expenses ....... 14.4 16.2 - 7.2 6.0 6.6 5.9
Operating income (loss) ....... 7.8 : 6.7 13.3 10.8 10.4 (2.1)
Net income (loss)
before Income taxes .......... 6.1 5.3 16.1 9.9 10.4 (2.1)
. Number of firms reporting
Operating 108s6s . ............. 0 1 1 o 1
Data ............... 5 4 4 4 4

Source: Compiled from data submitted in response to questlonnalres of the U.S. International Trade Commission.

$15.8 million, $12.4 mllhon, $26.8 million, and
$31.4 million, respectively (during this period
97.5 percent of such expenditures went towards
this segment of operations). Another factor con-
tributing to the increase in depreciation expense
in 1989 is the buy-out of processors. In such situ-

ations, the purchased assets are revalued to their . '

fair market value, leading to an increase in the
depreciable basis.

Interest, other, and SG&A expenses are virtu-
ally fully allocated to this segment—see the overall
operations section above for a detailed discussion.
As with overall operations, five of the six firms
suffered net losses (data not shown in table 2-21)
in 1989 as ‘opposed to one or two the prevnous
three years.

Income From the Productlon of Tuna-based
Pet Food

Table 2-22 details the financial experience of
processors in this segment of -their operations.
- Such sales and income are becoming an increas- -
ingly smaller portion of overall operations,
steadily decreasing from 5.3 percent of net sales
in 1986 to 3.2 percent in 1989. Net sales, gross
profits, operating income, and net income all
steadily decreased during the period. Processors
attribute this downward trend to previous cannery
shut-downs and sales, and a decrease in demand

for the product.

Consumers are apparently not purchasing as
much fish- and meat-based pet food (which is
costlier than cereal-based pet food) as they used

to, especxally the more expensnve brands. As a
result, the “red” tuna, which cannot be used for

_ anything else (except fishmeal, which fetches an

even lower price), must be sold at increasingly re-

" duced prices just to increase marketability. This

decreased selling price is the main reason the cost
of goods sold increased from 77.7 percent of

‘tuna-based pet food sales in 1984 to 96.2 percent

in 1989

Cost Structure of U.S. Tuna Processors

Table 2-23 presents data on the cost structure
of U.S. tuna processors. Raw tuna is the largest
cost item, accounting for about two-thirds of total

" costs.” This share fluctuates substantially accord-

ing to raw tuna prices. During the past decade,
this share ranged between 56 percent and 71 per-
cent annually. The second largest cost item
category, other raw materials (comprising mainly
cans, labels, and packaging material), accounted
for a generally rising share of total costs during

‘the past decade; the share of total cost accounted

for by this category totaled 16 percent in 1989.
Direct labor accounted for a generally declining
share of production costs during 1979-89 and to-
taled about 8 percent of total costs in 1989.
Increasing labor productivity and use of mechani-
zation contributed to this decline.

Capital Expenditures

The following tabulation shows capital expen-
ditures by U.S. tuna processors during 1986-89
(data submitted in response to questionnaires of
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the - U.S. - International
thousands of dollars):

Item 1986 1987 1988 1989
Machinery and ST
equipment ... 13,098 11,467 16,420 19,841
Building or . '
leasehold
improve-
.ments ....... : 2,651 839 6,127 8,454
Land or land
improve-
ments ....... 0o 0 258, 2,832
Tuna fishing ’
vessels ...... 39 86 3,948 252
Total ........ 15,788 12,392 26,753 31,379

Total industry capital eéxpenditures increased
substantially during 1986-89. U.S. canned tuna
producers upgraded and expanded the use of ma-
chinery and equipment and made other physical
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Trade . Commission, in -

canneries and modernized others.
" tuna boats were disposed of or refinanced.

improvements in their production facilities in or-
der to improve the production flow and increase
yields.
Summary

The financial health of the U.S. tuna-process-

" ing industry is mixed. Although net sales the last

two years are almost as high as they have been

. during any time since 1979, not all firms are shar-

ing equally in levels of profitability. Five of the

* six firms had overall net losses in 1989, including

two for at least the third year in a row. The 1989
gross profit level decreased sharply and cash
flow#s is down markedly from approximately
$127 million in 1986 to approximately $50 mil-
lion in 1989. Tuna firms have closed inefficient
Unprofitable

“¢ Cash flow. is defined as net income or loss before
taxes plus depreciation and amortization.
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‘Table 2-23 _
Canned tuna: U.S. processors’ cost of goods s

old on operations produclng canned tuna for human consumption, by cost components, flscal years

1979-89 ' .
Item 1979 . 1980 1981 . 1982 1983 1984 1985 1986 1987 1968 1989
Value (millions of dollars)

Cost of goods sold: )

Rawtuna ................. 460.0 481.3 603.8 544.6 491.2 421.5 366.8 531.3 591.6 690.2 680.3

Other raw materlals ....... 65.0 57.8 56.4 63.9 69.2 89.6 84.2 129.0 156.5 148.2 168.0

Directlabor .............. 72.8 66.2 79.5 73.0 81.0 69.3 51.5 73.4 83.7 83.5 79.7

Other factory costs ....... 115.7 92.5 112.1 124.3 136.6 113.9 156.1 139.9 133.7 118.9 120.9
Total .............0.t 713.6 697.8 851.8 805.9 778.1 694.2 658.6 873.6 965.5 1,040.8 1,048.9

(In percent)

Cost of goods sold:

Rawtuna ................. 64.5 69.0 70.9 67.6 63.1 60.7 §5.7 60.8 61.3 66.3 64.9

Other raw materials ........ 9.1 8.3 6.6 7.9 8.9 12.9 12.8 14.8 16.2 14.3 16.0

Directiabor .............. 10.2 9.5 9.3 9.1 10.4 10.0 7.8 8.4 8.7 8.0 7.6

Other factory costs ....... 16.2 13.2. 13.2 15.4 17.6 - 16.4 23.7 16.0 13.8 11.4 11.5
Total ....... Ceeraen .. 100.0 '100.0 100.0 100.0 100.0 .100.0 100.0 100.0 ° 100.0 100.0 100.0

Source: Complied from data submitted In response to questionnalres of the U.S. Internatlonai Trade Comnmission.






Chapter 3
The U.S. Tuna Market

Overview

The U.S. market for tuna comprises two dis-
tinct segments—one for frozen tuna and one for
canned tuna. The customers of the raw tuna seg-
ment, however, consist almost totally of
producers of canned tuna. Therefore, these two
segments are closely interrelated in the U.S. mar-
ket. Inasmuch as the great bulk of the U.S.
supply of raw tuna is processed into canned tuna,
most of the following section is concentrated on
the canned tuna market sector.

The United States is the world’s largest mar-
ket for canned tuna and is second only to Japan
as a market for raw tuna.! The United States
consumes about a third of the total world supply

-of tuna (raw weight basis) and between a half and - -

two thirds of the total world supply of canned
tuna (standard case basis).2

U.S. consumption of all fish products totaled
approximately 3.9 billion pounds in 1989, or
about 15.9 pounds per capita.? These were re-
cord high levels and were up from approximately
2.9 billion pounds, or 13.0 pounds per capita, in
1979. The rise in U.S. consumption of fish prod-
ucts during 1979-89 resulted from an increasing
population, which was the primary factor in the
rise in absolute levels, coupled with rising de-
‘mand, which was evidenced by the rise in per
capita consumption.

Canned tuna, the most commonly consumed
fish product in the United States, contributed to

the rise in overall fish consumption during the pe- -
riod under review. The tabulation at the bottom

of the page shows U.S. per capita consumption of
major fish items, including canned tuna, during
. 1986-89 (data from the U.S. Department of

' Japan consumes a large amount of fresh and frozen
tuna, with a smaller proportion of their raw tuna supply
being utilized for canned tuna compared with that or the
United States.

2 Dennis M. King and Harry A. Bateman, The
Economic Impact of Recent Changes in the U.S. Tuna
Industry, California Sea Grant Program Working Paper
No. P-T-47, p. 14. Data are for 1983, but are not
believed to have changed significantly since then.

2 Includes fish and shellfish entering commercial
channels for human consumption. Data are from the .
National Marine Fisheries Service and are based on raw,
:dible meat, excluding bones, viscera, shells, and so
orth.

Commerce, National Marine Fisheries Service, in
pounds).

U.S. per-capita canned tuna consumption
rose to a record-high level of 3.9 pounds in 1989
after lingering at 3.5-3.6 pounds the previous 3
years.

Market Profile

Canned tuna is the most ubiquitous seafood
item in the United States and is consumed in an
estimated 85 percent of all U.S. households.4
Most canned tuna is purchased at retail outlets
(mainly supermarkets) and consumed in the
home. It has been estimated that canned tuna
alone accounts for more than half of total retail
seafood purchases in the United States mar-
ket and that about 94 percent of total U.S.
canned tuna supplies are consumed in the home.8
There are general market patterns in terms of
types of canned tuna pack, source of product
(domestic vs. foreign), and tuna brands. The
U.S. canned tuna market is composed of several
sectors according to the type of pack. There are
two overall sectors, the retail sector and the insti-
tutional sector. During 1986-89, the share of
shipments accounted for -by the retail sector
ranged between 86 and 89 percent, with the
share held by the institutional sector accounting
for the remainder (table 3-1)." Within these sec-
tors, there are distinct subsectors based on the
packing medium (water vs. oil), the type of meat
(white vs. light), and the label type (advertised
(or processors’ own) brand vs. private label).
The lightmeat sector is, by far the predominant
market segment, as world supplies of albacore
(used to produce whitemeat tuna) are relatively
scarce. During 1986-89, the lightmeat sector ac-
counted for approximately 78 to 81 percent of
the U.S. canned tuna market, with the remainder
accounted for by the whitemeat sector (table
3-2). Also, there has béen a market shift in the
U.S. market toward canned tuna in water, with
this sector increasing its market share relative to

4 Graham Kitson and D.L. Hustis, The Tuna Market,
ADB/FAO INFOFISH Market Study, vol. 2 (Kuala
Lumpur: INFOFISH, March 1983), p. 4.

8 King and Bateman, The Economic Impact of Recent
Changes in the U.S. Tuna Industry, p. 15. Data are
based on retail sales reported by Selling Areas Market-
ing, Inc. (SAMI), a private research firm that provides
sales and marketing information based on warehouse
movements and retail outlet sales.

® Data obtained during the survey were retabulated
and reported in Analysis of Seafood Consumption in the
U.S.: 1970, 1974, 1978, 1981, by Teh-wei Hu, funded
by the NMFS under the Saltonstall-Kennedy Program

(Grant No. NA82AA-H-00053), Sept. 30, 1985, p. 31.

Canned products Fillets Sticks Shrimp, Total,
and and all prep- all tish
Year Tuna Salmon  Other Total steaks portions ations products
1986 ............c.vunnn 3.6 .5 1.3 5.4 3.3 1.8 2.2 14.7
1987 ..o, 3.5 .4 1.2 5.1 3.5 1.7 2.4 15.7
1688 .................e, 3.6 .3 0.8 4.7 3.0 1. 2.4 15.2
1989 ........ i, 3.9 .3 .9 5.1 3.0 1.3 2.3 15.9

Note.—Figures may not add to the totals shown owing to differences in weight bases. For example, the data for
sticks and portions include breading, whereas the data for all fish products do not.
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Table 3-1

Canned tuna: Shipments,' by market segments, 1986-89

Retail
Processors’ Private Total,
Year ' own brand label retail Institutional Total
Quantity (1,000 pounds)
1986 ... ..t 451,835 67,117 518,952 82.865 601,817
1987 ... 460,197 72,276 532,473 90,156 622.629
1988 ... 621,248 101,600 . 722.848 ) 92,397 815,245
1989 ... ... 720,079 99,428 819,507 101,897 921,404
Share of total (peicent}
1986 ...t 75 11 86 14 100
1987 ittt 74 12 86 14 100
1988 . ... ... 76 12 88 12 100
1989 ... 78 11 89 11 100

' Includes both domestically produced and imported canned tuna.

Note.-—Because of rounding, figures may not add to the totals shown.

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.

tuna in oil from 74 percent in 1986 to 82 percent
in 1989 (table 3-3). This share is up from

45 percent in 1979. This shift is discussed in fur- -

ther detail in the section of the report on
consumption. Geographically, the east coast mar-
ket (particularly in the Northeast) has
traditionally preferred whitemeat tuna, and the
west coast market has preferred lightmeat tuna.

There are general market segment concentra-
tions by source of products. U.S.-produced

canned tuna dominates the advertised-brand re-

tail market, whereas, imported tuna dominates
the institutional market and is growing in the pri-

vate-label retail market. During 1986-89, the’

share of the advertised-brand retail market sector
held by U.S.-produced canned tuna ranged be-
tween 85 and 89 percent, with the balance held

by imports (table 3-4).7 The share of the institu-

tional-market sector held by imports during the
period ranged between 68 and 76 percent, and
the imports’ share of the private-label retail mar-
ket segment rose from 20 percent during
198688 to 24 percent in 1989, with correspond-
ing declines in shares of these market sectors held
by U.S. supplies. »

Supply and Demand Factors

Many factors affect the supply of and the de-
mand for raw and canned tuna in the U.S.
market. The following discussion will focus on
the major factors involved in determining this
supply and demand. The supply of raw tuna
available to the U.S. market is determined by the
U.S. tuna catch and by available supplies pro-
duced by other sources. Factors that directly
affect both the U.S. and world tuna catches in-

7 A portion of this share was accounted for by imports
that are distributed by U.S. processors under their
advertised brand labels.
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clude the condition of world tuna stocks, fishing
effort, and exogenous forces, such as weather.
The condition of world tuna stocks is subject to
biological and environmental factors that are
largely outside the realm of market forces, such
as reproductive cycles, water and air temperature

~ cycles, and water quality. _ Fishing effort is af-

fected, to a degree, by market forces, both for
raw and canned tuna, the primary force being
price. Also, the availability of imported raw tuna
to the-U.S. market-is affected by conditions in
competing world raw-tuna markets. '

The demand for raw tuna in the U.S. market
is determined mainly by the raw material require-
‘ments of U.S. canned tuna producers; demand is
determined to a lesser extent by the retail and
restaurant trade. Processors’ raw material re-
quirements are directly affected by conditions in
the U.S. market for canned tuna. The nature of
the demand for raw tyna by U.S. canned tuna
producers varies somewhat by source and by can-
nery location. _Historically, U.S. producers of
canned tuna relied on a relatively steady supply of
raw tuna from U.S. tuna vessels and purchased
virtually all of their output.® Imported raw tuna
generally was used to supplement U.S.-produced
raw tuna supplies, although the share of total raw -
tuna utilization by U.S. canned tuna producers
accounted for by imports frequently exceeded the
share held by U.S.-produced raw tuna. Now,
U.S. tuna processors face increasing competition
for raw tuna supplies as tuna canning industries
develop and expand worldwide and as the U.S.
tuna harvesting capacity continues to decline.

The supply of canned tuna in the U.S. market
is determined by U.S. production and import lev-
els. The major factors influencing the supply of

@ With the development of tuna fishing grounds in the
Western Pacific area and the growth of the Thai tuna
canning industry, much of the catch by U.S. tuna seiners
is now exported.
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Table 3-2

- Canned tun_a: U.S. shipments of whitemeat and llghtméat tuna, and share of shipments, by source, 1986-89

Whitemeat Lightmeat Total

Year Domestic Import Total Domestic Import Total Whitemeat Lightmeat Total
Quantity (1,000 pounds)

1966 ........ 156,195 11,622 167,817 477,906 - 113,861 691,767 167,817 591,767 759,584

1987 ........ 138,333 10,628 148,961 518,700 105,944 624,644 148,961 624,644 773,605

1988 ........ 138,762 17,394 156,156 501,735 128,681 630,416 156,156 630,416 786,572

1989 ........ 143,657 27,593 171,249 530,868 173,043 703,911 171,249 703,911 875,160
Share of total (percent)

1986 ........ 93 7 100 81 19 100 22 78 100

1987 ........ 93 7 100 83 17 100 19 81 100

1988 ........ 89 1 100 80 20 100 20 80 100

1989 ........ 84 16 100 75 25 100 20 80 100

Source: Complled from data submntéd in response to questionnaires of the U.S. International Trade Commission.



Table 3-3
Canned tuna:
parent consumption, by types of pack, 1986-89

Production, beginning inventories, Imports for consumption, ending inventories, and ap-

item 1986 1987 1988 1989
Quantity (1,000 pounds)
Production: '
Tunalnwater .............ccoviniineinnes 427,577 462,794 459,128 504,212
Tunain oll ... ..t e 206,505 194,220 181,350 170,313
Total ... e 634,082 657,014 640,478 674,525
Beginning Inventories:
Tunalnwater .................cciiiinnn 114,886 119,730 118,775 164,756
Tunainoll .......... ... iiiiiiiinnn, 69,762 48,204 44,421 45,200
Total ..o e e 184,648 167,934 163,196 - 210,010
Imports:
Tunainwater ...............cccciiiernuons 236,322 211,358 244,188 347,791
Tunalnoll .............cciiiiiiiiiiiiiinn. 611 328 317 423
Total ... e e 236,933 211,686 244,505 348,214
Ending inventories: .
Tunainwater ............c..cciieeuiennnens 119,730 118,775 164,756 202,137
Tunainoll ............c. ity 48,204 44,421 45,260 41,828
Total ... e e 167,934 163,196 210,016 243,965
Apparent consumption: :
Tunain water ............c.ccivreevennnnns 659,055 675,107 656,335 814,622
Tunainoll ......... ... i, 228,674 198,331 180,828 174,168
Total ..o e e e 887,729 873,438 838,163 988,790
Share of total (percent) .
Production: e .
Tunainwater .............ccoeiueeurenn. 67 70 72 75
Tunainoll ......... ... it 34 30 28 25
B 1 - | S 100 100 100 100
Beginning inventorles: i .
unainwater .............. 0000 000i0iannn 62 72 73 78
Tunainoil ...... ...t iiiiiiiiiirienien 38 28 27 22
Total ... e i i e 100 100 100 100
Imports: i
Tunainwater ................cciiiniuuins 10 100 10 10
Tunainoll ........... ... . . i, (") (M : (') (")
Total ... i e 100 100 100 100
Ending inventories: o -
Tunainwater .............. .. 0iivrnnnenn 7 73 78 83
Tunainoill .......... ..o, 29 27 . 22 17
Total ........ . e e 100 100 100 100
Apparent consumption:
Tunainwater ..............c.civvennunnnn 74 77 78 82
Tunainoll ...........iiiiiiiniannnn. 26 23 22 18
Total ... e e e e e 100 100 100 100
' Less than 0.05 percent.
Source: Compiled from data submitted in response to questionnalres of the U.S. International Trade Commission.
Table 3-4
Canned tuna: Market shares of shipments, by market segments and sources, 1986-89
Retail
Processors’ Private Total,
Year own brand label retail Institutional Total
Domes- Im- Domes- Im- Domes- Im- Domes- Im- Domes- Im-
tic port tic port tic port tic port tic port
1966 .......... 88 12 80 20 87 13 32 68 80 20
1987 .......... 88 12 80 20 87 13 31 69 79 21
1988 .......... 89 11 81 19 88 12 24 76 81 19
1989 .......... 85 15 76 24 84 16 30 70 78 22

Note.—Because of rounding, figures may not add to the totals shown.

Source:
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U.S.-produced canned tuna are canned tuna
market prices, raw material availability, and pro-
duction costs. The same factors influence the
supply of imported canned tuna, with the addition
of conditions in alternative markets as a factor.

The demand for canned tuna in the U.S. mar-
ket is principally determined by the population,
prices of canned tuna and of competing food
items, consumer preferences, and disposable in-
come levels. The U.S. population was
approximately 249 million persons in 1989, up
about 9 percent from 228 million persons in
1980.2 Most of the population is concentrated in
major metropolitan areas.'0

The demand for canned tuna is specifically in-
fluenced by prices for canned tuna and for
competing food items. Inasmuch as the bulk of
canned tuna supplies is marketed through retail
outlets, price competition with other food items is
strong. Industry sources have indicated that the
food items that compete most strongly with
canned tuna are hamburger (ground beef) and
chicken. The following tabulation shows retail
price indexes for fresh and frozen chicken parts
and for ground beef during 1986-89 (data from
the Bureau of Labor Statistics, 1986=100):

Product 1986 1987 1988 1989
Fresh and
frozen chicken .
parts ........... 100.0 99.8. 107.7 118.4
. Ground beef ...... 100.0 106.5 110.6 108.9

The data in the tabulation above reveal that retail
prices of chicken and beef products that are be-
lieved to compete most closely with canned tuna
rose considerably during 1986-89. In particular,
retail prices of fresh and frozen chicken parts es-
calated in 1989. Comparable data are not
available on retail prices of canned tuna. How-
ever, as discussed later in this report, such prices
declined in 1989.

" Consumer preferences are another factor that
determines the demand for canned tuna. U.S.
consumers have become increasingly health con-
scious in recent years. This has increased the
preference and demand for canned tuna packed
in water at the expense of tuna packed in oil.

The level of consumers’ disposable income in-
fluences the demand for canned tuna, inasmuch
as disposable income combined with the popula-
tion determines the potential size of the market in

® Statistical Abstract of the United States, 1990, U.S,
Department of Commerce. ’

'° Tuna industry members have indicated that major
metropolitan areas are the primary markets for canned
tuna.

monetary terms. The following tabulation shows
the aggregate level of disposable personal income,
as well as per-capita disposable personal income,
in both real and nominal terms, during 1986-89
(compiled from official statistics of the U.S. De-
partment of Commerce):

Aggregate Per capita’
Year Nominal Real? Nominal Real?
— (billions of — ——_(dollars
dollars) ( )
1986 ..... 3,013 2,635 12,469 10,905
1987 ..... 3,206 2,677 13,140 10,970
1988 ..... 3,478 2,793 14,116 11,337
1989 ..... 3,780 2,907 15,191 11,681

' In terms of noninstitutional population, persons 16
years of age and over.
2 Real in 1982 dollars.’

Both aggregate and per capita disposable in-
come showed significant growth during the
period.

Apparent Consumption

kaw Tuna

Table 3-5 shows U.S. apparent consumption
of raw (fresh and frozen) tuna.'* Such consump-
tion increased irregularly during 1986-89 and
totaled 1.0 billion pounds the latter year. Imports
accounted for between 55-61 percent of such
consumption during 1986-89. Since 1983, im-
ports of raw tuna have increased their share of
U.S. raw tuna consumption, mainly as the result
of the contraction of the U.S. tuna fleet and the
resulting declines in U.S. landings. Also, begin-
ning in 1984, exports of raw tuna by the U.S.
tuna fleet increased substantially and further de-
creased the supply of U.S.-caught tuna available
to U.S. processing plants, as more U.S. vessels
shifted to the western Pacific area.

Consumption patterns of raw tuna differ con-
siderably according to the species of tuna. In
general, U.S. processors use a much greater pro-
portion of imports for their requirements of raw

"' The discussion presented here on raw tuna con-
sumption is based on data contained in various issues of
the U.S. Tuna Trade Summary, published by the NMFS.
These data represent receipts of raw tuna at U.S.
processing plants from different sources (domestic and
foreign), and may differ from NMFS and Census data
contained in other statistical publications. There are a
number of reasons for this discrepancy. Differences in
landings data may occur because the data presented here
reflect actual deliveries to the processing plants and do
not include any tuna that may have been marketed fresh.
Differences in import data may occur because the data.
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Table 3-5

Raw tuna: U.S. cannery receipts, Imports, exports, and apparent consumption, 1986-89

U.S. cannery Ratio of Ratio of
receipts: - Apparent imports to exports to
Year Domestic! Imports? Exports consumption ‘consumption production®
— 1,000 pounds —— —— Percent ~——
1986 ............. 454,386 592,916 67.492 979,810 61 13
1987 ............. 507,872 557,530 59,926 1,005,482 55 11
1988 ............. 486,638 534,302 79,908 941,032 57 14
1989 ............. 451,984 618,152 53.692 1,016,444 61 1
Short tons
1986 ............. 227.193 296,458 33,746 489,905
1987 ............. 253,936 278,768 29,963 502,741
1988 ............. 243,319 267,151 39,954 470,516
1989 ............. 225,992 903,076 26.846 508,222

! Includes receipts in Puerto Rico. American Samoa, and California. .
2 Includes direct unloadings by foreign flag vessels at U.S. processing facilites in American Samoa.
? Production is the sum of U.S. cannery recalp_ts from domestic sources and exports.

Note.—The data In this table represent actual receipts of raw tuna by U.S. tuna processors and, as such, import
- data presented here may differ from import data released by the Bureau of the Census.

Source: Compiled from official statistics of the U.S. Department of Commerce, National Marine Fisheries Service.

albacore than of tropical (mainly yellowfin and
skipjack) tuna. This is owing to the relatively
small capacity and limited range of the U.S. alba-
core fleet and the contrasting large capacity and
far-reaching range of the U.S. purse seine fleet.
However, U.S. consumption of raw albacore tuna
is much less than that of raw tropical tuna on an
absolute basis, as shown in the following tabula-
tion (from the U.S. Department of Commerce):

Share (percent) of total U.S. apparent consumption

Species 1986 1987 1988 1989

Tropical ....... 76 79 77 80

Albacore ...... 24 21 23 20
Total ....... 100 100 100 100

Table 3-6 shows U.S. apparent consumption
of raw tropical tuna. Such consumption followed
the same pattern as that for overall consumption,
as the bulk of total U.S. raw tuna consumption is
accounted for by tropical tuna. Also, the share of
consumption of raw tropical tuna accounted for
by imports is significantly lower than that of the
overall consumption, and ranged between 44 and
52 percent during 1986-89. This is due to the
fact that the bulk of domestic raw tuna supplies
available to U.S. processors is provided by purse
seiners, which concentrate on catching tropical
tuna.

Y—Continued
presented here represent final weights received at the
processing plants, whereas, data reported by Census are
usually based on estimated weights on the import decla-
rations. Census data also are subject to well-known
statistical reponingrerrors. such as misclassification and
import carryover. The Commission’s staff believes that
the data presented here represent the most accurate
information as to the actual consumption of raw tuna by
U.S. tuna processors.
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Table 3-7 shows U.S. apparent consumption
of raw albacore tuna. The consumption pattern
for albacore is different than that for tropical
tuna. This is mainly due to the relative scarcity of
albacore and the greater reliance of U.S. proces-
sors on the world market to obtain supplies.
Imports supply the great bulk of U.S. consump-
tion of raw albacore tuna; the share of such
consumption provided by imports ranged between
93 and 98 percent during 1986-89.

The preceding discussion pertained to the
consumption of raw tuna by U.S. processors.
However, there is a small, but growing, market in
the United States for fresh tuna. This consump-
tion is supplied by smaller fishing vessels, such as
the trollers and baitboats of the west coast alba-
core fleet and charter boats in the gulf and New
England areas. In contrast, virtually all of the
catch of the tuna purse seine fleet is destined for
U.S. tuna-processing plants. Precise data are not
available on the U.S. fresh tuna market. How-
ever, it is believed to be concentrated along
populated coastal areas and major metropolitan
areas, with consumption occurring mainly in res-
taurants. The increasing popularity of sushi
restaurants and of grilled fish steaks (of which
tuna is a popular item) has increased the demand
for fresh tuna.

Canned Tuna

Table 3-8 shows U.S. apparent consumption
of canned tuna. Such consumption declined in
quantity during 1986-88, from 888 million
pounds in the former year to 828 million pounds
in the latter year, before rising to 989 million
pounds in 1989. The rise in 1989 consumption,
which was 19 percent greater than the previous
year's level, was supplied by substantial increases
in both production and imports. The estimated
value of consumption rose each year during



Table 3-6
Raw tropical tuna:

U.S. cannery receipts, imports, exports, and apparent consumption, 1986-89

U.S. cannery Ratio of Ratio of
receipts: . Apparent imports to exports to
Year Domestic! Imports? Exports consumption consumption production®
— 1,000 pounds —— — Percent——
1986 ............. 447,332 368,332 67,492 748,172 49 13
1987 ............. 502,020 354,814 58,244 798,590 44 10
1988 ............. 471,318 336,838 79,908 728,248 46 14
1989 ............. 442,222 425,188 53.692 813.718 52 11
Short tons
1986 ............. 223,666 184.166 33,746 - 374,086
1987 ............. 251,010 177,407 29,122 - 399,295
1988 ............. 235,659 168,419 39,954 364,124
1989 ............. 221,111 212,594 26.846 406,859

' Includes recelpts in Puerto Rico, American Samoa, and California.
2 |Includes direct unloadings by foreign flag vessels at U.S. processing facllites iIn American Samoa.
3 Production Is the sum of U.S. cannery receipts from domestic sources and exports.

Note.—The data in this table represent actual recelpts of raw tuna by U.S. tuna processors and, as such, import
data presented here may differ from import data released by the Bureau of the Census.

Source: Compiled from offlcial statistics of the U.S. Department of Commerce, National Marine Fisheries Service.

Table 3-7 . ! .
Raw albacore tuna: U.S. cannery recelpts, imports, exports, and apparent consumption, 1986-89
U.S. cannery Ratio of Ratio of
receipts: Apparent imports to . exports to
Year Domestict -Imports? Exports consumption -consumption production?®
"7 ——1,000 pounds — -— Percent—
1986 ................ 7,054 224,584 : 0 231,638 97 .0
1987 ..., 5,672 202,722 1,682 206,712 98 23
1988 ................ 15,320 197,464 . 0 212,784 93 0
1989 ......... ..., 9,762 192,964 0 202,726 95 0
Short tons
1986 ................ 3,527 112,292 -0 115,819
1987 ... ...t 2,836 101,361 841 103,356
1988 ................ 7,660 98,732 0 106,392
1989 ................ 4,881 96,482 0 101,363

' Includes recelpts in Puerto Rico, American Samoa, and California.
2 Includes direct unloadings by foreign flag vessels at U.S. processing facllites in American Samoa.
3 Productlon Is the sum of U.S. cannery recelpts from domestic sources and exports.

Note.—The data in this table represent actual receipts of raw tuna by U.S. tuna processors and, as such, import
data presented here may differ from import data released by the Bureau of the Census.

Source: Compiled from official statistics of the U.S. Department of Commerce, National Marine Fisherles Service.

1986-89, from approximately $1.2 billion in
1986 to $1.5 billion in 1989. The rise in value
resulted from steadily increasing unit values dur-
ing 1986-88 which offset a decline in the quantity
consumed and from a substantial rise in the quan- -
tity consumed in 1989 despite a decline in the
unit value that year. The share of consumption
supplied by imports generally rose from slightly
more than a quarter in 1986 to slightly more than -
a third in 1989; the 35 percent import market
share in 1989 was a record.

The U.S. market for canned tuna- is shdwing '
signs of weakness in 1990. According to retail

market data, retail sales volume in the U.S. mar-
ket is down 2.6 percent in quantity and 5.1
percent in value for the 52-week period between
September 1989 and September 1990.2 In addi-
tion, U.S. imports of canned tuna during Janu-
ary-August 1990 were 22 percent lower in
quantity than that during the same period during
the previous year.'®* Another indication of the
slack U.S. market is a downward trend in retail
prices in 1990.

2 Data from SAMI issues no. 302-314, the Arbitron
Co. Data provided by telephone from a U.S. tuna
processor. .

13 See discussion on imports further in this chapter.



Table 3-8
Canned tuna: U.S. production, beginning inventorles, Imports for consumption, exports of domestic merchandlse ending inventories, and apparent
consumption, 1986-89 . .

" Ratio {percent)

, ' . Ratio (percent) of ending

Beginning? ’ } - -Ending® Apparent of imports to . Inventories to

Year Production® inventories Imports Exports - Inventories consumption consumption consumption
Ouéntlty (1,000 l'pounds)
1986 ........ 634,086 184,648 236,933 3 167,944 887,723 27 19
1987 ........ 657,025 167,944 211,685 3 163,201 873,453 24 19
1988 ........ 640,482 .163,201 244,504 3 210,011 828,176 29 25
1989 ........ 674,515 210,011 348,212 3 243,960 988,778 KL 25
4 Value (1,000 dollars) ' '
1986 ........ 970,152 - 282,511 229,047 ? 256, 954' 1,224,756 19 21
1987 ........ 1,097,232 280,466 206,920 9 272,546 1,312,072 16 21
1988 ........ 1,184,892 301,922 298,666 3 388,520 1,396,960 -21 28
1989 ........ 1,160,166 - 361,219 375,91 ® ‘ 419,611, 1,477,685 - 25 ) 28
Unit value (doliars per pound) ‘

1986 ........ 1.53 - o183 97 . 1.53 1.38 “ (9
1987 ........ - 1.67 . 1.67 .98. o 1.867. 1.50 (4) 4
19688 ........ 1.85 1.85 1.22- « 1.85° 1.67 (4) }4)
1969 ........ 1.72 1.72 1.08 . 1.72 1.49. (4) {4)

! Includes production by U.S. firms and subsidiaries in American Samoa and Puerto Rico.
2 Includes importers’ Invantorles . .

3 Negligible.

4 Not meaningful.

Note.— Data may differ slightly from those in table 3-3 due to roundlno

Source: Complied from data submitted in response to questlonnalres of the U.S. Intematlonal Trade Commission and from ofﬂclal statistics of the U, S. Department
of Commerce, National Marine Fisheries Service. .



One canned tuna marketing official stated
that a major reason for the downturn in the U.S.
market in 1990 is the consistent use of promo-
tions and discounting in the trade.'*  This
practice has resulted in consistently low prices,
"both at the wholesale and retail levels. Consum-
ers at both levels feel that the prices will remain at
- discounted levels and, as a result, are not pur-
-chasing as much product in order to take
-,advantage of discounts. In effect, the discounted
~prices have become the norm.

Customs Treatment

Tariff Rates

The current U.S. rates of duty applicable to
imports of raw and canned tuna are shown in ap-
pendix D. A substantial amount of canned tuna
is produced in American Samoa, where two U.S.
firms operate large tuna-processing plants. Tech-
nically, shipments from American Samoa are
imports and are dutiable unless certain conditions
are satisfied.'’® However, for canned tuna, ship-
ments from American Samoa may enter duty free

because raw tuna, the major cost component in

__its manufacture, is duty free. . . ...

On March 11, 1983, the Tuna Research
Foundation filed a petition with the International

Trade Administration (ITA) of the. U.S.- Depart- -

ment of Commerce alleging that certain benefits
that constitute bounties or grants within the
meaning of section 303 of the Tariff Act of 1930
(19 U.S.C. 1303) were being provided, directly
or indirectly, to firms in the Philippines engaged
in the manufacture, production, or export of
canned tuna. As a result, the ITA, on
March 31 1983, instituted a countervailing duty
investigation (48 FR 15505).'®  Subsequently,
the ITA determined that benefits were being pro-
vided to manufacturers, producers, or exporters

of canned tuna in the Philippines, and deter- -

mined that the net bounty or grant amounted to
0.72 percent ad valorem. Accordingly, a coun-
tervailing duty of this amount, in addition to the

established duty, was applied to U.S. imports of -

canned tuna from the Philippines, effective Octo-
ber 31, 1983. On March 25, 1988, after
conducting an administrative review, the ITA an-
nounced that the countervailing duty was
revoked, effective January 1, 1986. A copy of
the Federal Register notice announcing the ITA
termination is in appendix E.

14 Telephone conversation with the Vice President for
marketing of a ma;or U.S. canned tuna producer and
distributor, Nov

18 See headnote 3(a) of the Tariff Schedules of the
United States, Annotated, 1986, app. E.

18 Tnasmuch as the Phxhppmes were not a signatory
under the General Agreement on Tariffs and Trade, the
U.S. International Trade Commission did not conduct an
injury investigation.

Tuna caught by U.S. flag vessels and landed
in the United States by those vessels are consid-
ered to be domestic production, whether the tuna
was caught in U.S. waters, on the high seas, or in
foreign waters where such vessels have the right to
fish. In general, foreign fishing vessels are not
permitted to land their catch of fish, including
tuna, in the United States (46 U.S.C. 251).
Tuna caught by U.S.-flag vessels in international
waters, whether landed directly in the United
States or landed in a foreign port for transship-
ment to the United States, is eligible for free entry
under HTS heading 9815 (see app. D). The term
“American fishery” is defined in U.S. note 1 of
subchapter XV of the HTS as a “fishing enter-
prise conducted under the American flag by
vessels of the United States on the high seas or in
foreign waters in which such vessels have the
right, by treaty or otherwise, to take fish or other
marine products and may include a shore station
operated in conjunction with such vessels by the
owner or master thereof.”

Tuna are highly migratory and are caught
mainly on the high seas outside of U.S. waters.
However, the great bulk of the tuna caught by
U.S. vessels in international waters is landed di-
rectly at U.S. processing facilities and is

_ considered as U.S. production and not entered

under HTS heading 9815. A portion of the catch -
is transshipped from locations outside the United
States to U.S processing facilities and, as such, is
classified under HTS heading 9815. However,
inasmuch as U.S. imports of fresh and raw tuna
currently are duty free under HTS subhead-
ings 0302.31-0302.39 and 0303.41-0303.49, the
duty-free treatment of imports of tuna under HTS
heading 9815 is not of particular concern. How-
ever, should duties or quotas be imposed at some
future time on imports of tuna under HTS sub-
headings 0302.31-0302.39 and 0303.41-
0303.49, the question of the requirements for
free entry of tuna under HTS heading 9815
would become important. Whether or not tuna

" could be entered under HTS heading 9815 as

“products of American fisheries” would depend
on a number of factors, including the registry of
the catching vessels, the ownership of the shore
stations in foreign ports, and whether or not the
tuna were “changed in condition” at the shore
stations abroad.

Quotas

There are no quotas on U.S. imports of raw
tuna. However, a tariff-rate quota exists for im-
ports of canned tuna not packed in oil. This
quota is calculated based on 20 percent of the
U.S. pack of all canned tuna during the previous
year.'7 Imports not in excess of this amount are
dutiable at 6-percent ad valorem, while imports in
excess of this amount are dutiable at 12.5-per-
cent ad valorem. Canned tuna produced by

7 Presidential Proclamation 3128, Mar. 16, 1956.
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U.S. firms in American Samoa are not consid-
ered to be domestic production for the purposes
of calculating the quota, since American Samoa is
not within the customs territory of the United
States.'® Thus, the quota is calculated on the ba-
sis of production in U.S. plants in California and
Puerto Rico (which is a U.S. customs territory).

Also, shipments of canned tuna produced by

U.S. firms in American Samoa are not charged
against the quota as imports. This situation was

effected in 1982, when the headnote to the then -

current TSUS item 112.30 was amended to ex-
clude products of insular possessions as imports
for the purposes of calculating the quota for that
item (P.L. 97-446). Prior to that amendment,
Customs was charging shipments of canned tuna
from American Samoa against the quota, thus
causing the quota to be filled more quickly.

The following tabulation shows the quota level

for U.S. imports of canned tuna in water, imports

that entered under quota and imports that en-
tered over quota, during 1986-89 (data from the
U.S. Customs Service, in thousands of pounds;
. tabulation from Fisheries of the United States,
1989, National Marine Fisheries Service):

: Imports Imports
Quota under quota over quota
81,092 81,092 153,057
91,539 91,539 123,364
85,185 85,185 193,784
76.734 76,734 234,323

Note.—Data in this tabulation will not agree
with tuna import data released by the U.S. De-
partment of Commerce, Bureau of the Census,
owing to statistical differences in accounting sys-
tems for such imports between these agencies.

Industry and government sources have related
that the quota has been filled quite early in recent
years, sometimes as early as January. Some in-
dustry members have expressed a desire to
eliminate the tariff-rate quota and replace it with
an ad valorem tariff in order to eliminate adverse
marketing practices and administrative burden.

Embargoes

The United States periodically has imposed
embargoes on imports of tuna products. These
embargoes are imposed under the authority of
two acts, the Fisheries Conservation and Manage-

'® For the purposes of this investigation, however,
production facilities in American Samoa are included as -
part of the domestic industry. There is ample precedent
to do so. The U.S. Trade Representative directed the
Commission to do so in the prior section 332 investiga-
tion on the tuna industry (332-224). Also, the
Caribbean Basin Economic Recovery Act, 1983 (Public
Law 98-67) amended the Tariff Act of 1930 to include
production facilities in American Samoa as part of the
domestic industries for the purposes of section 201
investigations, and, the National Marine Fisheries
Service includes American Samoa in U.S. production
statistics.
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ment Act of 1976 (FCMA) (16 U.S.C. 1801) and
the Marine Mammal Protection Act of 1972
(MMPA) (16 U.S.C. 1361 et seq.). In the past,
embargoes on imports of tuna products generally
have been imposed under the FCMA as the result
of the seizure of U.S. fishing vessels by foreign
governments in waters not recognized by the U.S.
Government as belonging to those governments
for the purpose of harvesting highly migratory
species of fish (namely, tuna). More recently,
however, the focus of embargoes of tuna products
has shifted to the authority of the MMPA when a
foreign country does not effect a porpoise mortal-
ity protection plan that is similar to the one
effected by the United States.'® Appendix F pro-
vides more detailed information on embargoes on
tuna products.

Health and Sanitary Regulations and
Labeling Requirements.

)

United States imports of canned tuna are sub-
ject to the same health and sanitary regulations
that apply to domestically produced canned tuna.
The regulations contained in the Federal Food,
Drug, and Cosmetic Act (21 U.S.C. 301 et seq.)
are promulgated and enforced by the Food and
Drug Administration (FDA) of the U.S. Depart-
ment of Health and Human Services to insure the
wholesomeness and safety of the product. Im-
ports of canned tuna must also conform to the
FDA standards of identity for canned tuna (21
CFR 161.190). And, in accordance with regula-
tions issued by the U.S. Customs Service (19 CFR
part 134), containers of canned tuna imported
into the United States must be clearly marked so
as to indicate to the ultimate U.S. purchaser the
name of the country of origin of the product.

Imported canned tuna is subject to inspection
by the FDA upon entry to determine if the prod- '
ucts are in compliance with these regulations.
FDA inspectors generally conduct a random sam-
ple of imported canned tuna to examine the
product for such conditions as decomposition,
filth, adulteration, defective cans; for compliance
with FDA standards of identity, such as the
whitemeat vs. lightmeat designations; and for
compliance with labeling requirements. Accord-
ing to an official of the EDA, the share of canned
tuna imports that is sampled ranges between 1
and 5 percent.20

19 See 16 U.S.C. 1371.

20 H.R. Throm, “Quality Aspects of Canned Tuna
Imported to the United States,” Proceedings of Infofish
Tuna Trade Conference (Bangkok: INFOFISH,

Feb. 25-27, 1986), pp. 114-118.



Distribution

Raw tuna

The distribution of raw tuna involves the flow
of tuna from the fishing vessels, where it is “pro-
duced,” to the tuna-processing plants, where it is
“consumed.” This includes both the marketing
and the physical movement of the raw tuna. Dis-
tribution patterns for raw tuna generally vary
according to its source (domestic or foreign),
market (fresh versus canned), destination
(American Samoa, Puerto Rico, or California),
and species (white or light). Distribution patterns
may also be affected by fishing conditions and by
conditions affecting the refrigerated cargo indus-
try, which transports a large proportion of
domestically and internationally traded raw tuna.

Raw tuna generally is marketed either through
contracts with individual vessels, tuna-fishing
companies, or through brokers. Most of the raw
tuna that U.S. processors buy from the U.S. tuna
fleet is procured through contracts with individual
tuna vessels. These contracts, which may include
long-term supply provisions, usually contain flex-
ible price provisions, with the price of the catch
negotiated shortly before or upon arrival of the

- vessels. Most raw tuna that is purchased on the
international market, usually a “spot market,” ‘is
procured through brokers. Most U.S. tuna-can-
ning firms mix their tuna purchases in terms of
the proportion procured on the spot market ver-
sus that procured through contracts. This allows
flexibility in terms of variations in canned tuna
production and the associated raw material re-
quirements. In other words, the processors do
not want to contract for too much raw tuna in the
event that their raw material needs decrease. In
general, the proportion of raw tuna supplies pro-

-cured through contracts is higher for albacore
than for yellowfin and skipjack, owing to the rela-
tive scarcity of albacore. Also, larger processors
tend to contract for a greater proportion of their
raw tuna supplies because of their greater demand
and need for a consistent and reliable source of
raw material.

Canned tuna

The distribution of canned tuna involves the
flow of canned tuna from the processing plant to
the final outlet. General distribution patterns for
canned tuna are relatively uniform throughout the
industry in terms of marketing practices and
physical distribution methods. Most domestically
produced canned tuna is marketed through a net-
work of brokers. This system is advantageous to
the tuna processors because it generally decreases
marketing costs, since it eliminates the need for
field sales offices and because it provides an ex-
cellent source of current information on
competition in each market area. According to
industry members, more than 200 brokers sell

U.S. canned tuna. These brokers generally han-
dle a full line of food products, including the pet
food produced by the tuna processors. The bro-
kers and processors generally have long-term
relationships without a large turnover, although
most processors periodically appraise the per-
formance of their brokers. The broker system is
divided on a geographic basis. In some cases, an
individual tuna-canning firm may utilize different
brokers depending on the type of pack (i.e., ad-
vertised brand vs. private label). Each broker
generally handles only one brand of canned tuna,
as this is usually a requirement of the tuna proces-
sor. Brokers are compensated on a fee basis,
which is calculated either at a specific rate per
case or on a percentage of case sales. Current
broker fees are in the 2- to 3-percent range.
Some domestically produced canned tuna is dis-
tributed directly to retail outlets (usually. larger
customers), but this method is less common than.
that using the broker network.

Imported canned tuna generally is marketed
by the importing firm, which may also act as a
broker for some domestically produced canned
tuna in the private label sector. Imported canned
tuna is also distributed by institutional food bro-
kers, since imports are concentrated in this
sector.

A major consideration concerning canned
tuna marketing is slotting ‘fees. Slotting fees are
charged by retailers to tuna manufacturers in or-
der to provide shelf space to carry their product.
The fees generally range between $1,000-
$30,000 for one account and one item, depend-
ing on the market (with New York being the
highest). Once a firm loses a slot, it generally
must repay the slotting fee to regain the account.
A tecent study by several food retailer and manu-
facturer associations provides information on the
practice of slotting fees and likely will generate
continued debate over the subject.2!

Prices

Price Determination

Prices in the U.S. tuna market are set at each
of the three levels of the market: the primary
production level, at which raw tuna landed by
harvesters is delivered to processors (ex-vessel
prices); the middle, or wholesale level, at which
processors deliver canned tuna to distributors or
directly to retailers and institutions (wholesale

2' The report, titled “Managing the Process of Intro-
ducing and Deleting Products in the Grocery and Drug
Industry, " was commissioned by a Joint Industry Task
Force comprising the Grocery Manufacturers of America,
the Food Marketing Institute, the National-American
Wholesale Grocers Association, the National Food
Brokers Association, and the National Association of
Chain Drug Stores. Domestic tuna producers have
indicated that their buyers may gain leverage by using
this practice to negotiate prices between domestic and
imported product.
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prices); and the final distribution level, at which
retailers and institutions distribute canned tuna to
final consumers (retail prices). Each of these
market levels is characterized by unique market-
ing institutions through which prices are
determined. At all levels, imported supplies of
tuna influence prices.2?

Price Levels and Trends

Exvessel prices

Average exvessel prices can be determined by
using unit values. The following tabulation pre-
sents data on the average unit value of albacore,
skipjack, and yellowfin delivered by U.S. purse
seiners to U.S. processors during 1986-89 (data
in dollars per short ton, from the National Marine
Fisheries Service):

22 For more detail, see Conditions of Competition in
the U.S. Tuna Industry, USITC Publication 1912,
October 1986, pp. 59-65.

Table 3-9
...Raw tuna:
species, 1st quarter 1986-2nd quarter 1990

Species 1986 1987 1988 1989
Albacore ....... 1,189 1,697 1,883 1,914
Yellowfin ....... 903 865 1,433 1,270
Skipjack ........ 723 853 1,095 912
Average, all
species 863 1,132 1,377 1,258

The annual average unit values of all major
species of tuna at the ex-vessel level increased
markedly (60 percent) during 1986-88 before
falling somewhat in 1989. The decline in 1989
prices resulted from a world glut of yellowfin and
skipjack that year.

In addition, the Commission requested U.S.
processors to submit, through questionnaires,
their purchases of raw tuna from domestic and
import sources on a quarterly basis. Data on the"
unit value of these purchases, which can be used
to approximate average exvessel prices, are pre-
sented in tables 3-9 and 3-10. In general, the
price movements followed the same trend as dis-
cussed above.

Quarterly unit values of U.S. processors’ purchases of domestically-caught raw tuna, by

(Per short ton)

Year and :
quarter Albacore Yellowtin Skipjack Other Average

$1,034 $675 $608 $750 $652

1,077 715 613 722 668

1,035 719 626 709 701

1,219 703 646 719 683

1,085 704 625 709 678

1,125 726 654 (") 796

1,071 770 683 (") 737

1,472 1,044 935 1,017 1,019

1,561 1,047 959 ") 1,024

1,496 895 784 1,246 860

2,208 979 926 (") 965

1,917 1,057 970 1,000 1,022

1,912 954 927 1,040 978

2,356 989 886 1,043 959

2,068 1,000 927 1,040 983

1,556 937 832 (") 877

2,250 925 788 (') 852

1,808 929 775 865 872

1,974 978 798 895 935

1,973 945 797 870 883

2,306 968 864 1,183 990

2,177 961 780 5§38 963

Average .................. 2,236 964 825 °. 817 976

' No purchases reported.

Source: Compiled from data submitted in response to questionnalires of the U.S. International Trade Commission.
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Table 3-10
Raw tuna:
1st quarter 1986-2nd quarter 1990

Quarterly unit values of U.S. processors’' purchases of imported raw tuna, by species,

(Per short ton)

Year and quarter Albacore Yellowtfin Skipjack Other Average
1986:
Q1 i e e $1,610 $726 $606 §$482 $979
Q2 i e 1,544 737 606 753 1,062
Q8 i e 1,533 701 588 794 1,044
Q4 . e 1,421 744 650 714 921
Average .................. 1,531 729 614 699 1,003
1987:
[ ) 1,440 729 635 752 1,009
Q2 . e e 1,544 803 680 813 1,036
Q3 e 1,878 1.157 852 1,025 1,279
Q4 .. e 2,116 1,063 981 1,155 1,499
Average .................. 1,777 995 811 921 1,227
1988:
Q1 e e 2,042 1,076 931 1,031 1,379
[ 7 2,176 1,028 949 1,063 1,541
Q3 e 2,253 1,091 983 1,128 1,457
Q4 .. e 2,363 890 860 988 1,567
CAVerage ...........c.0..0en 2,215 1,029 939 1,048 1,480
1989:
[ 2,341 932 761 906 1,445
Q2 e 2,288 953 778 933 1,305
[ X 2,138 929 744 . 775 1,238
Q4 e 2,222 1,000 790 1,190 1,322
Average .................. 2,260 954 770 959 1,330
1990:
Q1 . e 2,058 839 485 1,086 1,543
Q2 .. e 2,095 537 891 1,094 1,581
Average .................. 2,077 762 778 1,090 1,562
Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.

Wholesale prices
The Commission requested U.S. processors

and importers to submit, through questionnaries, -

information on their shipments, sales and prices
during January-March 1986-April-June 1990,
for a variety of tuna products.categorized by con-
tainer size, brand, packing medium, and the pack
- style. Data on wholesale prices are given in ta-
bles 3-11 through 3-14. On an annual basis,
wholesale prices?3 followed the trend of raw tuna
price movements. Such prices generally in-
creased through 1988 and, then, generally
declined in 1989. Prices of import shipments
generally were lower than domestic shipments. In
the extremely competitive water pack, light-meat,
retail sector, import prices ranged between 11
and 24 percent lower than prices of domestic
product for advertised brands, and between 1
percent higher and 13 percent lower than prices
of domestic product for private labels.

According to industry officials, U.S. buyers
(wholesale/retail distributors) of canned tuna gen-
erally are willing to pay a premium for domesti-
cally-produced product.2¢ The reasons for this

2 Annual wholesale prices were approximated using
the average unit values of processors’' and importers’
shig‘mems.

Testimony of Richard Atchison, President, Caribe
Tuna, Inc.; transcript of public hearing, p. 86. This
point was made during numerous Commission staff
interviews with tuna industry officials.

are service and risk related, such as faster deliv-
ery and better return policies offered by U.S.
firms. ‘ :

Retail prices

Direct price competition between domestic
tuna producers and importers occurs at the
wholesale level. At the retail level, such price
competition is less direct. Retail prices vary sub-
stantially by the large variety of pack types and by
geographic location and change frequently, mak-
ing comparisons difficuit.

The Commission was provided with data re-
garding retail prices for various tuna packs and
brands during July 1988-February 1990.25 These
data are presented in figures 3-1 through 3-4.
Figure 3-1 shows retail price movements for all
can sizes of lightmeat tuna packed in water from
various sources compared with average retail
prices for all canned tuna. In general, retail
lightmeat canned tuna prices in the U.S. market
trended downward during the period. Lightmeat
tuna retail prices were below the benchmark aver-
age price for all canned tuna during the period.
Domestic advertised brand prices for lightmeat
canned tuna packed in water were higher than

2% Data from SAMI issues no. 285-1 through 306-4,
the Arbitron Co. Data were provided by Mitsubishi
Foods, Inc., with the permission of SAMI.



Table 3-11
Canned tuna: Unit values of U.S. producers’ shipments, by product, 1986-89

(Per case)
Product 1986 i 1987 1968 ) 1989
Water pack:
White-meat:
Retail:
Advertisedbrand ...................... $44.36 $48.47 $55.68 $55.12
Private label .......................... 36.15 41.85 47.35 44,92
Institutional:
Advertisedbrand ...................... 39.17 42.42 52.86 49.93
Private label .......................... 40.51 44.95 51.27 52.91
Light-meat:
Retail:
Advertisedbrand ...................... 26.87 29.47 31.87 29.24
Private label .......................... 22.22 24.88 : 27.73 24.74
Institutional:
Advertisedbrand ...................... 23.34 25.66 31.30 29.18
Private label .......................... 23.23 27.68 30.14 27.11
Oil pack: )
White-meat:
Retail:
Advertisedbrand ...................... 43.94 46.64 55.05 55.65
Private label .......................... . 33.25 41.76 44.70 42.68
Institutional: . . .
Advertisedbrand ...................... (*) (") (") ")
Private label .......................... 53.0 40.00 55.5 36.95
Light-meat:
Retail:
Advertisedbrand ...................... 27.02 29.64 31.78 29.02
Privatelabel .......................... 22.94 24.15 27.67 23.84
Institutional:
Advertised brand ...................... 30.03 31.77 33.62 29.27

Private label .......................... 33.84 37.25 42.85 41.14

' No shipments reported.
Source: Complled from data submitted in response to questionnaires of the U.S. International Trade Commission.

Table 3-12
Canned tuna: Unit values of U.S. importers’ shipments, by product, 1986-89
(Per case)
Product 1986 - 1987 1988 1989
Water pack:
White-meat: .
Retall: '
Advertisedbrand ...................... $37.62 $36.42 $46.11 $50.43
Private label .......................... 34.12 34.20 41.72 41.79
Institutional:
Advertisedbrand ...................... 33.97 33.98 46.85 42.45
Private label .......................... 33.55 32.09 41.68 39.56
Light-meat: )
Retail:
Advertisedbrand ...................... 24.19 24.87 25.68 25.30
Private label .......................... 22.45 22.10 26.30 24.03
Institutional: '
Advertisedbrand ...................... 22.72 23.51 28.70 25.44
Private label .......................... 20.63 20.90 26.69 24.21
Oil pack:
White-meat:
Retall:
Advertisedbrand ...................... (") ") (8] (")
Private label .......................... (") (") (") M
Institutional:
Advertisedbrand ...................... (] (") (") ")
Private label .......................... (") (') M ")
Light-meat:
etall:
Advertisedbrand ...................... (') (") (") ("
Private label .......................... ) (') ] (")
Institutional:
Advertisedbrand ...................... () (') (') (")
Private label .......................... (") (") (") (')

' No shipments reported.
Source: Compilled from data submitted in response to questionnalres of the U.S. International Trade Commission.
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Table 3-13
Canned tuna: Quarterly weighted average prices for retall-size containers, by product, 1st quarter 1986-2nd quarter 1990

(Per case)
Product:
Year Private label: Advertised brand:
and Water: Oil: Water: Qil:
quarter White solid Chunk light Chunk light White solid Chunk light Chunk light
Dom- im- Dom- Im- Dom- Im- Dom- Im- Dom- Im- Dom-
o estic port estic port estic port estic port estic port estic
1986: -
1..... N $38.50 $41.10 $23.12 $22.85 $23.71 1 $42.29 $44.22 $25.49 $23.83 $26.52
2 e 36.11 28.45 23.21 22.95 23.44 ") 40.40 40.16 26.32 24.70 26.47
3 ... 38.03 36.35 23.45 23.20 24.58 ") 42.42 40.85 25.21 24.00 25,22
4 ... ........ 36.32 35.58 22.38 23.31 24.75 ") 40.98 39.34 24.72 23.82 25.03
1987:
) 36.05 34.80 23.13 22.29 23.13 1) 42.66 39.15 24.35 23.58 24 .57
2 . 38.50 34.99 22.85 23.30 22.93 Y) 40.88 39.26 23.22 - 23.06 24.68
3. 39.91 36.69 24.20 23.27 24.67 ") 44.93 40.58 29.30 26.10 27.90
4 ... 44 .46 40.19 25.71 24.62 27.56 ") 51.93 47.95 31.76 29.72 31.91
1988:
) 48.75 47.19 29.33 27.23 29.53 ') '52.62 49.85 30.92 29.05 30.99
2 45.73 46.04 29.79 28.57 30.20 '} 52.81 52.12 3t1.23 29.33 31.10
3 ... 49,28 48.36 29.19 28.35 29.81 1) 52.16 55.21 30.29 - . 28.77 30.38
4 ... 49.21 48.09 29.43 27.52 29.69 ') 56.69 53.38 29.46 28.29 29.57
1989:
) I 47.53 44 .44 27.61 26.10 27.36 ') 54.66 50.32 28.40 26.98 28.46
2 e 47.33 41.16 26.87 25.48 26.26 ') 49.54 43.06 27.54 25.61 27.53
3. 47.09 40.19 24.19 23.05 24.87 Y 50.57 44.83 26.74 23.91 26.70
19«; ........... 44 .29 38.90 25.30 22.81 - 25.25 1) 50.40 45.51 26.98 24.82 26.88
0:
1 ..., 46.72 39.79 26.21 24.46 25.78 ") 51.40 46.08 27.45 . 25.10 27.57
2 e 47.65 41.10 25.85 23.28 25.63 (" 50.53 49.88 26.16 23.97 26.40

' No prices reported.
Note.—Prices reported are on a f.0.b. east coast basis. Insufficient data were reported on an f.0.b. west coast basis to report.
Source: Complled from data submitted in response to questionnaires of the U.S. International Trade Commission.
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Table 3-14
Canned tuna: Quarterly weighted average prices for institutional-size containers, by product, 1st quarter 1986-2nd quarter 1990

(Per case)
Product;
Year Private label: Advertised brand:
and Water: Oil: _ Water: Oil:
quarter White solid Chunk light Chunk light White solid Chunk light Chunk light
Dom- Im- Dom- Im- Dom- Im- Dom- Im- Dom- Im- Dom- Im-
estic port estic port estic port estic port estic port estic port
1986:
) $48.06 $38.10 $29.54 $20.80 ') 2) $46.66 $38.59 $28.14 $24.26 (") 2)
2 e 45.09 36.09 27.43 21.73 ') 2) 49.31 38.73 28.65 25.03 ') 2)
3. 41.01 34.19 21.32 ') 2) 47.11 37.39 28.24 25.31 1) 2)
L 44.08 40.21 25.98 21.49 ") 2) 46.59 37.79 28.13 24.45 ).
40.82 32.66 25.85 21.18 ! 2 46.51 36.71 28.45 24.43 1) 2)
43.29 32.67 27.66 22.13 ' 2 42.53 36.28 22.91 24 .9 1) 2)
50.15 35.27 28.35 21.47 ' 2 51.91 39.76 25.37 26.46 ') 2)
4 ... 54.84 40.12 27.48 22.78 ! 2 49.42 46.21 26.75 28.47 1)
1988:
1 . i 53.96 43.49 35.17 26.00 ! 2 §3.40 © 50.24 27.90 29.74 1) 2)
2 i 59.34 42.91 34.34 27.22 ! 2 56.90 51.79 29.41 31.79 1) 2)
< 60.20 46.46 34.34 27.22 ! 2 §7.27 51.93 31.09 32.21 1) 2)
4 ...l 61.36 48.12 35.37 28.51 ! 2 5§7.17 51.13 29.07 31.10 1)
1989:
1 61.41 44.58 34.22 25.66 ! 2 68.38 49.83 31.43 29.80 1) (3)
2 . 61.51 44.13 34.74 24.10 N 2 58.84 47.14 33.67 28.22 1) 2)
K N 61.72 36.19 32.01 23.50 ! 2 57.41 46.40 32.89 26.02 1) 2)
4 ... 62.15 41.42 24.36 23.42 ! 2 56.24 45.44 31.93 25.94 1) 2)
1990: :
) BN 55.24 40.08 29.32 23.04 (') (2) 57.10 44 .10 30.99 26.05 ") (2)
2 . 61.98 39.28 27.61 22.19 (") (2) 54.77 43.73 30.71 26.06 (") (2)
' Confidential.

2 No prices reported.

Note: Prices reported are on a f.o.b. east coast basls. Insufficient data were reported on an f.0.b. west coast basis to report.

Source: Complled from data submitted in response to questlo'nnalres of the U.S. International Trade Commission.
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Figure 3-1

Canned tuna: U.S. retall prices, average, all packs vs. selected llghtmeét in water packs
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Figure 3-2

Canned tuna: U.S. retall prices, selectad brands, chunk light in water, 6.5 oz

Price ($per can
0.80({ P )

®—® siarKist
4——+ Chicken-of-the-Sea

0.770 A&—A Bumble Bee
O——@ Empress
M——¥ Geisha
0.740 \
.AM' |
0.710 ‘ \ dA . ' -
\ \
0.680 ‘ .
b . .
0.650
0.620 |
0.590
0.560
0.530
0.5 I , : - -
: 1 ] [ 1t 1T 1 | 3 1 { I | 1 1 1.
Jul  Aug Sep Oct Nov Dec | Jan Feb. Mar Apr May Jun Jul Aug Sep Oct Nov -Dec Jan. Feb
1988 . 1989 1990

Source: SAMI issue no. 285-1 through 306-4, the Arbitron Co.




61-¢

Figure 3-3
Canned tuna: U.S. retall prices, average, all packs vs. selected whitemeat in water packs
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Figure 3-4 ' ,
Canned tuna: U.S. retall prices, selected brands, solid white in water, 6.5 oz
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~ as distributors of imported brands reportedly are’

private label prices, which in turn, were higher
than imported advertised brand prices. This
price gap is influenced, in large part, by the fact
that a larger share of domestic advertised brand
lightmeat water pack canned tuna comprises
larger, odd-sized cans (such as 9.25 ounce and
12.5 ounce packs). The price gap between pri-
vate label and import advertised brand packs
(which are predominantly 6.5 ounce cans) re-
flects the intense competition currently occuring
between these two categories in the U.S. market,

aggressively attempting to capture market share at

‘the expense of domestically-produced private la-
“bels.26

As for the standard, 6.5 ounce can pack, fig-
ure 3-2 shows retail price movements for selected
domestic and imported brands of lightmeat tuna.

In general, retail prices trended downward during .

the period, and there was a significant price gap
between domestic (StarKist, Bumble Bee,
Chicken-of-the-Sea) and imported (Geisha, Em-
press) brands. :

Although there is less import competition in

the albacore pack market, retail prices vary sig-

nificantly. Figure 3-3 shows retail price move-
ments for all can sizes of whitemeat tuna packed
in water from various sources compared with av-
erage retail prices for all canned tuma. In
general, retail whitemeat canned tuna prices in
the U.S. market were relatively steady during the
period. Whitemeat tuna retail prices were above
the benchmark average price for all canned tuna
during the period. Domestic advertised brand
prices for whitemeat canned tuna packed in water
were higher than imported advertised brand
prices, which in turn, were higher than private la-
bel prices.

As for the standard, 6.5 ounce can pack, fig-
ure 3-4 shows retail price movements for selected
domestic and import brands of whitemeat tuna.
In general, retail prices for the 6.5 ounce cate-
gory fluctuated more than the aggregated prices
during the period, and there were significant price
gaps between each of the brands, with the import
brand significantly lower in price than the domes-
tic brands.
competitive pricing strategies of the brands.

During the course of Commission interviews,
several U.S. producers stated that, in general, re-
tail price markups in the U.S. market range from
a “breakeven” margin of 20 percent above
wholesale prices to about 35 percent. However,
markups are generally lower for the standard, 6.5
ounce can size, since this pack size is the one

26 Commission staff interview with officials of Mit-
subishi Foods, Inc., September 20, 1990. Mitsubishi
presented proprietary information to support claims of

- increasing price competition from branded imported

4

canned tuna that is affecting domestically-produced
private label packs. Also, see testimony of Richard
Atchison, President, Caribe Tuna, Inc., transcript of
public hearing, pp. 80-81. :

most commonly subject to promotions and dis-
counts. As a result, U.S. processors reportedly
enjoy . higher profit margins on odd-size can
packs.2?

Trade
Exports

Raw tuna

Data on U.S. exports of raw tuna are not
separately reported by the Bureau of the Census.
However, the National Marine Fisheries Service
reports data on exports of raw tuna by U.S. purse
seine vessels. The following tabulation shows
such exports, by species, during 1986-89 (data
from Statistics and Market News, Southwest Re-
gion, National Marine Fisheries Service, in short
tons): '

These fluctuations reflected the -

Species 1986 1987 1988 1989
Skipjack ........ 22,207 16,256 23,013 17,837
Yellowfin® ...... 11,539 12,866 16,94t 9,009
Albacore ....... _ 0 841 0 0
Total ....... 33,746 29,963 39,954 26,846

' Includes a small quantity of bigeye, blackfin, and
biuefin.

With the- closing of tuna-processing plants in
southern California in the early 1980s, the export
market for raw tuna has received increasing at-
tention from the U.S. tuna fleet. Industry
sources have indicated that the exports of tropical
tuna by U.S. tuna purse seiners consisted mainly
of tuna caught in the western Pacific, landed at
transshipment stations, such as Tinian and Guam,
and exported to tuna processors in Asian coun-
tries, particularly- Thailand. Licensing arrange-
ments between U.S. and Thai processors to send
canned tuna to the U.S. market and, more re-
cently, Indonesian ownership of Van Camp and
Thai ownership of Bumble Bee led to increased

.-raw material requirements by Indonesian and

Thai producers. Much of the raw material has
been supplied by U.S. purse seine vessels, par-
ticularly as Thailand has insignificant tuna
resources in its waters. Such exports are ex-
pected to continue in the future. :

Exports of raw tuna to other countries are be-

lieved to be minor relative to those to Thailand.

U.S. tuna vessel operators have been reluctant to
enter the world tuna market, prefering to sell to
U.S. processors for several reasons. These in-
clude historical relationships between the U.S.
vessels and processors that may be based on fi-
nancial ties between the two sectors, and the
familiarity of vessel operators with the procedures
of doing business with U.S. processors. In addi-
tion, in entering the world market, U.S. tuna
vessel operators are subject to variables they may
not have previously encountered, such as differ-
ing terms of payment, the demands of foreign

27 Commission staff interviews with officials of several
U.S. tuna processors.
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buyers for particular product-quality characteris-
tics, and extra costs such as transshipment costs.
However, the continuing movement of the U.S.
fleet to the western Pacific and the increasingly
global nature of the tuna market is changing this
empbhasis.

Canned tuna

Data are not separately collected on U.S. ex-
ports of canned tuna. Even more so than with
raw tuna, U.S. exports of canned tuna are negligi-
ble compared with the U.S. pack of canned tuna.
This is due largely to the fact that U.S. tuna proc-
essors generally are not competitive in the major
markets of Japan and the EC. Factors contribut-
ing to this include relatively high duties in those
markets (Japan—15 percent; EC—24 percent);
transportation costs from relatively remote pro-
duction areas (Puerto Rico, American Samoa);
more demanding product specifications that

would increase production costs; an increasing
presence of low-cost imports from Asian sources
in European markets; and the existence of large,
well established industries in these markets.
These factors make market entry difficult and di-
minish the competitiveness of U.S. producers of
canned tuna in major export markets.

Imports

Raw tuna

Imports are a vital source of raw material for
U.S. tuna processors. U.S. imports of raw (fresh,
chilled and frozen) tuna increased irregularly
from 207 thousand metric tons, valued at
$239 million, in 1986 to 218 thousand metric
tons, valued at $297 million, in 1989 (table
3-15). The major suppliers, in terms of quantity,
were Taiwan (21 percent in 1989), France
(12 percent), Venezuela (11 percent), and
Ghana (9 percent).

Table 3-15 .
Fresh, chilled, or frozen tuna: U.S. imports for consumption, by princlpal sources, 1986-89, January-
August 1989 and January-August 1990 - .

' ) January-August
Source 1986 1987 1988 1989 1989 1990

- Quantity (1,000 kilograms)

Talwan . ..........cc0vvviin. 39,495 49,743 44,726 46,096 27,563
Japan ....... e 14,676 13,293 18,075 16,535 11,631 12,516 -
Venezuela ................... . 22,219 14,855 7,950 23,074 14,959 7.517
France ...................... 27.881 24,007 12,736 25,959 19,999 7,949
Ghana..........covevvvvvnnn. 20,125 - 17,392 - 21,219 19,194 - - 11,532 13,533
Vanuatu (New Hebrides) ....... 1,472 0 6.623 - 15,976 10,685 27
Neth Antilles ................. 3,592 367 1,345 4,493 4,147 67
Spain ............... ..., 8,180 11,626 9,733 13,408 " 11,821 6.850
Mexlco ...................... 536 17,198 ‘6,682 12,227 5,117 2,724
Allother ..................... 69,186 50,732 38,565 41,375 27.684 23,719
Total ...........ccvvvunnn.. 207,363 199,212 167,652 218,337 151,462 102,467
. Value (1,000 dollars)
Taiwan ...........cc00ivvenns 65,195 99,115 108,394 100,195 73,160 58,775
Japan ..., 22,846 23,049 33,832 35,070 25,022 24,490
Venezuela ................... 19,375 13,572 7,293 - 20,970 13,151 7.657
FBNCO . ......covvrvvnrnnenns 24,995 18,045 9,278 19,465 15141 5.814
Ghana ............,.ccouueun.. 18,152 12,859 15,347 13,837 8,345 9,849
Vanuatu (New Hebrides) ....... 2,705 0 6,973 13,462 9,064 31
Neth Antflles ................. 6,319 509 3,891 12,183 11,519 103
Spain ............. ... 0., 9,643 13,307 7,937 12,011 10,080 4,844
Mexico ...................... 1,115 15,679 5,830 10,565 4,326 2,695
All other ... .. e 68,161 55,105 54,680 58,950 40,773 35,183
Total ............ciivunn 238,507 251,240 253,456 296,707 210,581 149,441
Unit value (per kilogram)
Taiwan ...................... $1.65 $1.99 $2.42 $2.17 $2.16 $2.13
Japan ...... 1.56 1.73 1.87 2.12 2.15 1.96
Venezuela .. .. 0.87 0.91 0.92 0.91 0.88 1.02
France ................. .. 0.90 0.75 0.73 0.75 0.76 0.73
Ghana.................. - 0.90 0.74 0.72 0.72 0.72 0.73
Vanuatu (New Hebrides) .. .. 1.84 0 1.05 0.84 0.85 1.15
Neth Antilles ............ . 1.76 1.39 2.89 2.71 2.78 1.53
Spain ........ .. 1.18 1.14 0.82 0.90 0.85 0.71
Mexico ...................... 2.08 0.91 0.87 0.86 0.85 0.99
Allother ..................... 0.99 1.09 1.42 1.42 1.47 1.48
Average ................... 1.15 1.26 1.51 1.36 1.39 1.46

Note. —Because of rounding, figures may not add to the totals shown.

Source: Complled from officlal statistics of the U.S. Department of Commerce.
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Import patterns differ according to species.
Raw albacore imports, which supply the bulk of
U.S. albacore processing raw material, ranged in
quantity during 1986-89 between 65 thousand
metric tons in 1988 to 74 thousand metric tons in
1989; the value of such imports increased steadily
from $117 million in 1986 to $160 million in
1989, or by 37 percent (table 3-16). Taiwan
was the major import supplier during the period,
accounting for between roughly one-half and two-
thirds of total U.S. albacore imports annually
during 1986-89. Japan was the second leading
supplier and accounted for between 14 and
17 percent annually during the period.

United States imports of raw tropical tuna
(mainly skipjack and yellowfin), which account
for a smaller share but a larger quantity of U.S.
processors’ needs,?® fluctuated during 1986-89,

26 The reason for this is that the bulk of U.S. supplies

of raw tuna is tropical tuna.
Table 3-16

declining from 134 thousand metric tons, valued
at $121 million, in 1986 to 103 thousand metric
tons, valued at $106 million, in 1988 before ris-
ing to 144 thousand metric tons, valued at
$136 million, in 1989 (table 3-17). The major
suppliers were Venezuela, France, and Ghana.

United States imports of raw tuna from par-
ticular countries can be quite erratic. This is
basically a result of the method of procurement of
imported raw tuna by U.S. processors. These
processors usually buy imported raw tuna on the
spot market, taking supplies from whichever
source offers the desired product at acceptable
prices. Several officials of U.S. processing com-
panies indicated that differences in the quality of
raw tuna supplied by different foreign suppliers
are negligible, and that, in general, imports of a
given tuna species from one source are as good as

Fresh, chilled, or frozen albacore: U.S. imports for consumption, l:_>y principal sources, 1986-89, Janu-

ary-August 1989 and January-August 1990

January~August

Source _ 1986 1987 1988 1989 1989 1990
L Quantity (1,000 kilograms) . R
Talwan .............covvvn.n. 37.246 44,339 39,793 43,953 32.223 22,741
-T2 12,280 9,641 10,795 12,006 . 7,745 8,209
Neth Antilles ................. 3.307 263 1,296 4,272 3.97 0
Mauritius .................... 632 8 3,322 4,138 2,391 1,408
Reunlon ..................... 0 .0 1,737 2,580 1,854 i 479
Panama ...............0c0u.. 696 75 - 1,789 2,025 2,025 2,624
Spaln .............. ... e 3,397 4,245 371 1,078 591 -0
Singapore .................... 164 1.625 1,753 637 419 300
Portugal ..................... 3 355 1,204 1,023 1,023 904
Allother ..................... 15,623 8,404 2,877 2,192 1,411 1,068
Total ...........ccivnin. 73,348 68,955 ' 64,940 ' _73.905 53,654 37.733
Value (1,000 dollars)
Talwan ..........ccc0vvevnnn. 58,895 - 83,994 92,043 92,348 66,938 47,879
an 18,781 18,197 26,294 29,378 20,318 18,772
Neth Antilles 5,925 410 3,735 11,913 11,316 0
Maurit 1,097 14 6,375 7.609 4,914 - 2,374
Reunion 0 0 2,681 3,982 2.861 739
Panama .. 5§37 204 2,761 3,176 3.176 4,049
Spain .... 5,551 7,869 1,042 . 2,817 1,675 0
Singapore 282 3,670 4,537 2,366 1,498 1,343
Portugal ..................... 12 561 1,860 : 1.457 1,457 1,394
Allother ..................... 26,152 14,585 6,432 5,401 3,770 2,534
Total ..............iinn. 117,232 129,515 147,759 1»60.447 117,922 79,085
Unit value (per kilogram)

Taiwan .............c.co0un. $1.58 $1.89 $2.31 '$2.10 $2.08 $2.11
Japan ....... .. iei e 1.53 1.89 2.44 2.45 2.62 2.29
Neth Antilles ................. 1.79 1.56 2.88 2.79 2.85 0
Maurtius .................... 1.74 1.69 1.92 1.84 2.05 1.69
Reunfon ..................... 0 0 1.54 1.54 1.54 1.54
Panama ...........co0nvuvnne 0.77 2.74 1.54 1.57 1.57 1.54
Spaln ............ ... ., 1.63 1.85 2.80 2.61 2.83 0
Singapore .................... 1.72 2.26 2.59 3.7 3.57 4.47
Portugal ......... e 4.51 1.58 1.54 1.42 1.42 " 1.54
Allother ..................... 1.67 1.74 2.24 2.46 2.67 2.37
Average ............cc.0u.. 1.60 1.88° 2.28 2.17 2.20 2.10

Note.—Because of rounding, figures may not add to the totals shown.

Source: Complied from official statistics of the U.S. Department of Commerce.
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Table 3-17

Fresh, chliled, or frozen troplcal tuna: U.S. imports for consumptlon, by:principal sources, 1986-89,

January-August 1989 and January-August 1990

January-August

Source ' . 1986 1987 1988 1989 1989 1990
Quantity (1,000 kilograms)
Venezuela ................... 22,196 14,850 7,940 23,038 14,936 7,513
France .............covvuune. 27,496 23,192 12,736 25,629 19,669 7,949
Ghana............coovvenunn. 20,125 17,125 21,219 19,194 11,532 13,533
Vanuatu (New Hebrides) ....... 0 0 6,623 15,976 10,685 27
Mexico ..........cvvvvenndn 536 17,197 6,678 12,203 5,113 2,724
Spain . ... e . 4,783 7,381 9,361 12,330 11,230 6,850
Ecuador ..........coouvvuvve.s 12,405 10,410 6,305 9,155 5,292 9,046
Taiwan .......... e 2,249 5,404 4,932 2,143 1,664 4,822
Japan ........ et 2,396 3,652 7,280 . 4,530 3,885 4,308
Allother ...............c..v.. 41,828 31,046 19,638 20,235 13,802 7,963
Total ................iuut 134,015 130,258 102,713 144,432 97,808 64,734
Value (1,000 dollars)
Venezuela ................... 19,345 13,559 7,278 20,884 13,084 7,637
France ...........cccivvvunnn 24,485 16,787 9,278 18,956 14,631 5,814
Ghana ..................c..... 18,152 12,447 15,347 13,837 . 8,345 9,849
Vanuatu (New Hebrides) ....... 0 0 6,973 13,462 9,064 31
Mexico ............cciviunnnn 1,115 15,674 5,823 10,487 4,310 2,695
Spain ........... i, 4,092 5,438 6,896 9,194 8.406 4,844
Ecuador ..................... 8,311 8,500 - 7,037 8,255 4,780 7,340
Taiwan ............ciieinnn. 6,300 15,121 16,352 7,847 6,222 10,896
Japan ....... ... e, 4,065 . 4,852 7.539 5,691 4,704 5,717
Allother ..................... - 35,410 29,346 23,176 27,647 19,112 15,534
Total ... 121,275 121,725 - 105,697 - 136,260 92,659 70,356
Unit value (per kilogram) )
Venezuela ................... $0.87 $0.91 $0.92 $0.91 . $0.88 $1.09
France ...................... 0.89 0.72 0.73 - 0.74 0.74 0.73
Ghana.............ocuvvuvi.n 0.90 0.73 0.72 0.72 0.72 0.73
Vanuatu (New Hebrides) ....... 0 0 1.05 0.84 0.85 1.15
Mexico ...................... 2.08 0.91 0.87 0.86 0.84 0.99
Spain ..........0ciiii 0.86 . 0.74 0.74 0.75 ©0.75 0.71
Ecuador ..................... 0.67 0.82 1.12 0.90 0.90 0.81
Taiwan .............. ..o 2.80 2.80 3.32 3.66 3.74 2.26
Japan ........ e 1.70 1.33 1.04 1.26 1.21 1.33
Allother ..................... 0.85 0.95 1.18 1.37 1.38 1.95
Average ................ e 0.90 0.93 1.03 0.94 0.95 1.09

Note.—Because of rounding, fidures may not add to the totals shown.

Source: Compiled from official statistics of the U.S. Department of Commerce.

any other. The principal difference between sup-
pliers is the species that are available. For
example, during 1986-89, U.S. imports of raw
albacore tuna were supplied primarily by Taiwan;
U.S. imports of raw yellowfin were supplied pri-
marily by Venezuela; and, -U.S. imports of raw
skipjack were supplied primarily by France.

Many other countries also supply raw tuna to
the U.S. market both in substantial and small
quantities.  Generally, of course, the various
countries that export raw tuna to the U.S. market
are those adjacent to the larger tuna fishing areas
of the world, including a number of coastal Latin
American countries, such as Venezuela, Panama,
Ecuador, and Brazil. In addition, some coastal
African countries also supply the U.S. market, in-
" cluding Ghana and the Ivory Coast. And, more
recently, Pacific and Indian Ocean island nations,
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such as Vanuatu and the Seychelles, have be-
come suppliers.

U.S. imports of raw tuna have declined during
January-August 1990 by nearly a third compared
with the corresponding period of 1989 (table
3-15). Demand is lower mainly because of a de-
cline in U.S. canned tuna processing in Puerto
Rico.

Loins /

U.S. imports of tuna loins?® increased sub-
stantially during the period under review. Such
imports rose from 132 metric tons, valued at
$325,000, in 1986 to 3.6 thousand metric tons,
valued at nearly $6 million, in 1989 (table 3-18).
During January-August 1990, such imports

# Loins basically are the lighter-meat, edible portion
of tuna, similar to fillets.



Table 3-18
Tuna loins:
January-August 1890

U.S. imports for consumption, by principal sources, 1986-89, January-August 1989 and

Source 1986 1987

January-August

1988 1989 1989 1990
Quantity (1,000 kilograms)

Ecuador ..........ccveveuenns 91 999 1,261 1,934 1,058 2,245
Mcet;(?c: ...................... 0 0 815 815 0
CostaRica................... 0 0 788 227 1,063
Japan ... iiiiiei i 31 28 15 6 0
Venezuela ................... 0 0 43 0 1,164
Colombia .................... 0 0 14 14 471
Malaysia ..................... 0 0 3 3 0
Korea, South ................. 0 0 . 1 0 0
China .......ccvvvivivunnenns 0 0 0 0* 0* 0
Allother ..................... 11 138 28 ) 3 3 14,166

Total .......cviviieinan 132 1,194 1,316 3.616 2,127 19,109

. . Value (1,000 dollars)

Ecuador ..............ccocun. 180 2,149 2,731 3,527 2,057 4,290
Mexico ...........civviinnnn. 0 2 0 1,435 1,435 0
CostaRica................... 0 0 751 442 477
Japan ...l 132 248 144 ] 99 41 1
Venezuela ................... 0 . 0 . 86 0 2,240
Colombia .................... 0 0 34 34 1,067
Malaysia .............ocvnvunn 0 0 16 16 0
Korea, South . ................ 0 0 2 : 0 0
China .......ccviiinvinnnnens 0 0 0 1 1 0
Allother ............... e 13 260 98 1 1 42,685

Total ...t v ‘325 2,667 2,973 - 5,951 4,027 50,760

' Unit value (per kilogram)

Eouador ...........c.ovovenn.. . $1.98 $2.15 $2.17 . $1.82 $1.94 $1.91
MexiCo .......covvviiviiinnnn 0 6.06 0 1.76- 1.76 0
CostaRica................... 0 0 0 0.95 1.95 0.45
Japan ... i 4.32 4,75 5.25 6.36 6.95 21.28
Venezuela ................... 0 1.65 0 2.00 . 0 1.93
Colombla .................... 0 0 0 2.40 2.40 2.26
Malaysia ..............cc0uuns 0 0 0 4.66 - 4.66 0
Korea, South . ................ 0 0 .0 2.31 0 0
‘China ................... 0 0 0 31N in 0
Allother ..................... 1.21 1.88 3.51 0.38 0.38 3.01

Average ................... 2.46 2.23 2.26 1.65 1.89 2.66

Note.—Because of rounding, figures may not add to the totals shown. )
Source: Compiled from official statistics of the U.S. Department of Commerée.

totaled 19 thousand metric tons, valued at
$51 million. Ecuador supplied most of the im-
ports during 1986-89, accounting for between 54
and 96 percent of the annual quantity. How-
ever, in 1990, Thailand accounted for the bulk of
such imports. During January-August 1990, U.S.
imports of tuna loins from Thailand totaled
14 thousand metric tons, valued at $43 million.
This represented about three-quarters of the
quantity and 84 percent of the value of such im-
ports during the petriod. Thailand seized the
leading position as a supplier of loins to the U.S.
. market after Bumble Bee opened a tuna canning
.. plant in California in February 1990. This plant
. is totally supplied by loins imported from their
parent firm, Unicord, in Thailand. Loins im-
ported from Latin American sources (Ecuador,
Venezuela, Costa Rica) are-processed mainly in
tuna canning plants in Puerto Rico.

Canned tﬁna

U.S. imports of canned tuna, which increased
tremendously during 1979-85 (298 percent in
quantity and 221 percent in value during the pe-
riod), continued to increase during 1986-89.
Such imports rose from 107 thousand metric
tons, valued at $229 million, in 1986 to
158 thousand metric tons, valued at $376 mil-
lion, in 1989 (or by 47 percent in quantity and
64 percent in value) (table 3-19). This contin-
ued rise in U.S. imports of canned tuna resulted
from a number of factors. First, the demand for
canned tuna in the U.S. market generally has
been strong during 1986-89 and was fueled by
favorable economic conditions, generally declin-
ing canned tuna prices, and shifting consumer
dietary preferences. Second, the share of the to-
tal U.S. supply of canned tuna produced by U.S.
processors has declined, particularly since 1982.
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Table 3-19
Canned tuna:
January-August 1990

U.S. imports for consumption, by principal sources, 1986-89, January-August 1989 and

January-August

Source 1986 1987 1988 1989 1989 1990
Quantity (1,000 kilograms)
Thalland ..................... 69,082 66,647 81,168 112,620 85,913 66,736
Talwan ........cceeveviennenns 12,964 11,759 10.892 12,644 9,294 5,044
Philippines . .................. 12,693 9,461 8,394 15,426 11,181 10,013
Indonesia ............cco0v0.n 370 683 2,202 10,269 6,762 5,917
Japan ............. i 4,789 2,127 1,529 1,116 822 434
Malaysia .............cevvnnn 1,089 714 1,281 1,932 1,260 1,055
Ecuador ................c..... 1,309 2,319 3,773 1,313 1,110 269
Venezuela ................... 3,324 1,322 80 1.036 1] 464
Singapore .................... 563 208 754 284 111 1,250
Allother ..................... 1,290 782 835 1,308 1,053 626
Total .......0ovvvivnneannn 107,472 96,021 110,907 157,948 117,560 91,809
' Value (1,000 dollars)
Thalland ..................... 139,561 135,368 207,538 260,996 202,277 153,870
Talwan .........c.ccveneinenn. 34,483 34,809 41,759 44,857 33,418 17,194
Philippines ................... 23,124 16,577 18,629 31,129 23,335 17,710
Indonesia .................... 690 1,247 5,690 19,667 13,686 11,511
F- 1 T 14,755 7.375 6,992 5,172 3.799 1,858
Malaysia .............vevvnes 3,160 1,985 3,964 5,131 3,354 - 2,870
Ecuador ..............ccvuu.n 2,603 4.481 9,366 2,912 2,564 544
Venezuela ................... 6,389 2,467 200 1,943 98 920
SiNgapore .. .........cccveinnn 1,140 452 1,974 768 270 1,241
Allother ..................... 3.142 2,160 2,554 - 3,337 2,587 1,985
Total .........covviiennan. - 229,047 ---206,920- -.298,666 - - 375,911 - - -285.,387 209;702
} Unit value (per kilogram)

Thalland ................... .. $2.02 32 03 $2.56 $2.32 $2.43 $2.28
Talwan .............c..cco0ut 266 - .. ... 2.96 3.83 3.55 3.60 - 3.41
Philippines ................... 1.82 1.75 2.22 2.02 2.09 1.77
Indonesia .................... 1.87 1.83 2.58 1.92 2.02 1.95
Japan ...... ... o e, 3.08 3.47 4.57 4.64 4.62 4.28
Malaysia ..........co0nvunnns 2.90 2.78 3.09 2.66 2.66 2.72
Ecuador ..............00nenn. 1.99 1.93 2.48 2.22 2.3 2.02
Venezuela ................... 1.92 1.87 2.52 1.87 1.77 1.98
Singapore ...............ccouun 2.03 . 217 2.62° 2.70 2.44 0.99
Allother ..................... 2.44 2.76 - 3.06 2.55 2.46 3.17
Average ................c... 2.13 2.15 2.69 2.38 2.43 2.28

Note.—Because of rounding, figures may not add to the totals shown.
Source: Compiled from official statistics of the U.S. Department of Commerce.

In a related .development, U.S. tuna processors.

have procured a portion of their supplies overseas.
since 1984. Furthermore, two former U.S. tuna
processing firms have recently been purchased by
foreign tuna processors who have increased the
share of their branded products accounted for by
imports from their home-country canneries.

The principal sources of U.S. imports of
canned tuna have shifted dramatically in recent
years. The most significant change has been in
imports from Thailand. In 1989, approximately
52 percent of the quantity and 69 percent of the
value of all U.S. imports of canned tuna came
from Thailand, compared with only 9 and 8 per-
cent of total import quantity and value in 1979.
Other important sources of imported canned tuna
in the U.S. market include the Philippines
(10 percent of the quantity of total imports in
1989), Taiwan (8 percent), and Indonesia
(7 percent). Imports from each of these sources
generally increased during 1986-89.
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- Canned tuna packed in water is, by far, the
principal product type imported into the United
States, accounting for virtually all of U.S. imports
of canned tuna during 1986-89 (table 3-20).

This is attributable, in part, to the U.S. tariff
structure for imports of canned tuna, because
tuna packed in oil is dutiable at 35 percent ad
valorem and tuna packed in water is dutiable at
either 6 or 12.5 percent ad valorem. U.S.
ports of canned tuna packed in oil consist mamly ‘
of specialty items destmed for ethnic markets (ta-
ble 3-21).

U.S. canned tuna 1mport levels have declined
substantially during 1990. Such imports totaled
92 thousand metric tons during January-August
1990; this level is 22 percent below the level dur-
ing the corresponding period in 1989 (table
3-19). Such imports are down from every major
supplier, as the U.S. canned tuna market has be-
come saturated in 1990.



Table 3-20
Canned tuna, in water: U.S, imports for consumption, by principal sources, 1986-89, January-August

1989 and January-August 1990

January-August
Source 1986 1987 1988 1989 1989 1990

Quantity (1,000 kilograms)

Thailand ..................... © 69,082 66.647 81,168 112,619 85,912 66,736
Taiwan ..............cceennen 12,964 11,758 10,891 12,643 9,293 5,042
Philippines ................... 12,693 9,460 8,394 15,426 11.181 " 10,013
Indonesia .................... 370 683 2,202 10,269 6.762 5,917
Japan ... 4,789 2,123 1,525 1,114 822 433
Malaysia ..................... 1,089 714 1,281 1,932 1,260 1,058
Ecuador ...........cocviunn. 1,309 2,319 3,773 1,313 1,110 269
Venezuela ................... 3.324 1,322 80 - 1,036 55 464
Singapore .................... 563 208 754 284 111 1,250
Allother ..................... 1,013 638 696 1,120 920 . 504

Total ......oovvviiiinn 107,195 95,871 110,763 167,757 117,425 91,684

Value (1,000 dollars)

Thailand ..................... 139,561 135,368 207,538 260,993 202,274 153.870
Taiwan ........ccocvnvveenn. 34,483 34,804 41,755 44,854 33.415 17,188
Philippines ................... 23,124 16,572 18.629 31,129 23,335 17,710
Indonesia .................... 690 1,247 5,690 19,667 13.686 11,511
Japan ........ .. e 14,755 7,357 6,960 5,157 3,796 1,852
Malaysia ...............c0vnne. 3,160 1,985 3.964 5,131 - 3,354 2,870
Ecuador .............covuvnn. 2,603 4,481 9,366 2,912 2,564 544
Venezuela ................... 6,389 2,467 200 1,943 98 920
Singapore .................... 1,140 452 1,974 768 270 1.241
Allother ..................... 2,015 1,318 1,846 2,433 1.931 1,257

Total .....oovvieiiiean 227,920 206,051 297,922 374,987 284,724 208,963

: Unit value (per kilogram)

Thalland ..................... $2.02 $2.03 $2.56 $2.32 $2.35 $2.31
Talwan ..............0enn. 2.66 2.96 3.83 3.55 3.60 3.41
Philippines ................... 1.82 1.75 2.22 2,02 2.09 1.77
indonesia .................... 1.87 1.83 2.58 1.92 2.02 1.95
Japan ......... .0 0ciieel 3.08 3.46 4.56 4,63 4.62 4.27
Malaysla ..................... 2.90 2.78 3.09 2.66 2.66 2.72
Ecuador ...............co.... 1.99 1.93 2.48 2.22 2.31 2.02
Venezuela ................... 1.92 1.87 2.52 1.87 1.77 1.98
Singapore .................... 2.03 2.17 2.62 2.70 2.44 0.99
Totalother .................. 1.99 2.06 2.65 2.17 2.10 2.49

Average ................... 2.13 2.1 - - 2.69 2.38 2.42 2.28

Note.—Because of rounding. figures may not add to the totais shown.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 3-21

Canned tuna, in oil: U.S. imports for consumption, by principal source, 1986-89, January-August 1989

" and January-August 1990

January-August

Source 1986 1987 1988 1989 1989 1990
Quantity (1,000 kilograms)
Spain ... 85 87 77 101 59 50
Raly .....coiviiiii i 15 18 18 27 26 13
Portugal ...........ccovuvnnne 32 39 44 40 27 20
Japan ....... ... .. oo 0 3 4 2 0 0
Canada ............c000vuie.n. 0 0 0 19 19 33
Korea, South................. -0 0 0 2 2 7
Thailand ..................... 0 0 0 0* 0* 0
Taiwan ..........c.coiieeennn 0 1 1 1 1 2
Allother ..................... 145 1 0 0 0 0
Total ..............cc0unn, 277 149 144 192 135 125
Value (1,000 dollars)
Spain ........ . 486 570 435 597 393 404
Raly ..o e e 99 118 108 147 141 96
Portugal ..................... 101 153 165 139 100 95
Japan . ......... ... e 0 18 32 15 3 6
Canada ..............00uvenn 0 0 0 11 1 102
Korea, South . ................ 0 0 0 11 1 28
Thailand ..................... 0 0 0 3 3 0
Talwan .............ccu0vennn 0 5 5 2 2 6
Allother ..................... 441 6 0 0 0 2
Total .........coitiinnnnn. 1,127 869 744 924 664 740
Unit value (per kilogrém)
Spain .......... .0 $5.72 $6.56 $5.63 $5.94 $6.68 $8.11
ltaly ... e 6.73 6.64 6.14 ~ 5.52 5.43 7.58
Portugal ..................... 3.13 3.96 3.72 3.51 3.67 4.82
Japan ........ . e 0 5.78 8.55 6.58 5.84 6.78
Canada ..................... 0 0 0 0.56 0.56 - 3.11
Korea, South . ................ 0 0 0 4.34 4.34 4.31
Thalland ..................... 0 0 0 6.27 6.27 0
Taiwan ..............c.ccivuun. 0 3.36 3.70 2.87 2.87 . 3.24
Allother ..................... 3.04 4.03 0 0 0 - 5,08
Total ........covviviinnn, 4.07 5.82 5.16 4.82 4.91 5.93

Note.—Because of rounding, figures may not add to the totals shown.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Chapter 4
The European Canned Tuna
Industry and Market

The Eui'opean Tuna Industry

This section discusses the important tuna har-.

vesting and processing sectors of the European
Community (EC). Spain and France are the
principal tuna harvesting nations. Spain, France,
Italy, and, to a lesser extent, Portugal are the ma-
jor processors of canned tuna.

The Harvesting Sector

Production

- During 1986-88, Spanish production of tuna

and tuna-like species have been fairly stable rang-
ing between 156,000 metric tons and 159,000
metric tons as shown in table 4-1 (the latest data
available). French tuna production amounted to
an estimated 120,000 tons in 1989. -

Data are not available for total tuna catches
for both Spain and France; however, catches by
Spanish and French purse seine fleets in the west-
ern Indian Ocean for 1987-89 are shown in table
4-2. The Spanish and French fleets’ catch dur-
ing 1987-89 annually accounted for about 95
percent of the total catch in the Indian Ocean.

Spanish and French Landings' by Species

Skipjack and yellowfin are the main tuna spe-
cies harvested in the western Indian Ocean by
Spanish and French fishermen, with smaller

Table 4-1

catches of bigeye and albacore. Skipjack, the
leading species caught during 1987-89, increased
by 45 percent over the 3 years, totaling 140,280
metric tons in 1989. Yellowfin catches increased
from 59,862 metric tons in 1987 to 101,345 tons
in 1988, then declined to 65,533 in 1989. Ac-
cording to industry sources, the decline in
yellowfin catches in 1989 was believed to be due
to unfavorable oceanographic conditions, which
caused the tuna to remain deeper and thus less
accessible to harvest.'

Production by Type of Vessel

Purse seiners, trollers, and long liners are the
principal vessel types used to harvest tuna by EC
fishermen. Purse seine vessels accounted for the
bulk of the EC catch of tuna during 1985-89. In
1988, over 1,000 EC vessels of 33-82 feet trolled
commercially for tuna on a seasonal basis. Tuna
caught using the trolling method are normally of a
higher quality because they suffer little damage
during capture and thus command higher prices.

Number and Location of Producers

The western Indian Ocean and the fishing
grounds off the coast of West Africa in the Atlan-
tic were the principal fishing grounds for the
Spanish and French tuna fleets during 1985-89.
Prior to 1985, most of the Spanish and French .
tuna purse seiners fished the eastern Atlantic;
however, because of a decline in yellowfin
catches, many transferred their operations to the
western Indian Ocean, primarily in the area
around the Seychelles.

' Seychelles Fishing Authority, Tuna Bulletin, Fourth
Quarter 1989, p. 3. .

Fresh and frozen tuna: EC production; imports, exports, and supply 1986-89
. {In metric tons) :

Country and item ~ i 1986 1987 1988 1989
Spain: .
Production ................icniiivnivnnnn.ns 159,433 155,793 167,291 (')
IMPOrts . ...ttt it i innneans 26,327 88,916 126,046 118,418
[ T {- 20 55,234 42,884 113,002 122,496
SUPPIY .t e e e e e e 130,526 201,825 170,335 (")
Portugal:
Production ..........c..coiiiiniinninnnns {") 13,500 17.000 13,000
IMPOrtS . ..t i i i e e, 10,980 9,600 10,700 11,000
[ (o] o £ 229 300 300 100
SUPPIY .« oo e s (") 22,800 27,400 23,900
Production ............ ..., 2 (2) 2 (2)
Imports . ...t 110,458 119,592 113,545 (')
[ 3 (T T o {- R 1 604 1,098 (")
SUPPIY ..o i e e e 109,527 118,988 112,447 (")
France:
Production ...........c..cciiiiiiinnvnnnnn, © 108,842 114,160 140,142. 2120,000
Imports . ...t i e e 22,400 27,765 36,894 (")
EXPOMS ...ttt ittt e i e 84,008 82,531 78,491 )
SUPPlY .. e 47,234 59,394 98,545 {')

' Not available.

2 Fresh and frozen tuna production by Italy is belleved to be minimal with less than 5,000 tons produced annualiy.
3 See “Cannery Changes In France,” Seafood international, September 1990, p. 61.

Source: Spain data compiled from report from U.S. Embassy, Madrid, August 1990; Portuguese data compiled
from report from U.S. Embassy, Lisbon, August 1990; Italian and France data compiled from FAO statistics, ex-

cept as noted.



Table 4-2

Tuna: Catch by major country, speclies, and total species, in the Western Indian Ocean, 1987-89
{In metric tons)

Total
Country i All )
and Year Yellowtin Skipjack Other Species
" 1987:
SPaIN . .. e e e 26,259 43,696 376 70,331
France ...........cccuiiiirirnennannnnns 33,603 53,008 1.296 87,907
Allother ......... ...t iiiiiiinarnnnnn 1,850 2,742 13 4,605
Total ... e 61.712 99,446 1,685 ' 162,843
1988:
Spaln . ... e e 50,631 61,709 1,238 - 113,578
France .............. 0 iiiiiiiinininennns 50.714 48,755 1,110 100,579
Allother ......... ... ... iiiiiiiinnnen, 4,938 8,124 436 13,498
Total ... e e 106,283 118,588 2,784 227,655
1989:
SpPaIN ... e e e 36,255 86,518 2,101 124,874
France ...............iiiiiiiiinneansanss - 29,278 §3,762 880 83,920
Allother ............ ..t iitinennernenns 3.910 7.718 595 12,223
Total ... e i e 69.443 147.998 3,576 221,017

Source: Compiled from Seychelles Fishing Authority, Tuna Bulletin, Fourth quarter 1988 and 1989.

The following tabulation shows the average
number of purse seiners fishing in the Indian
Ocean, by country, for 1986-89:2

Country 1986 1987 1988 1989
France ...... 20 18 20 19
Spain. ....... 1 12 15 22
Mauritius. . ... 1 2 3 3
All other' . ... 2 2 5 4
Total .... 34 . 34 43 48

! Includes vessels from ivory Coast, Panama, United
Kingdom, Soviet Union, Japan, and India.

As the tabulation shows, France and Spain

dominated the tuna purse seine fishing effort in -

the Indian Ocean during 1986-89, accounting for
85 percent of the purse seiners in 1989. The
number of French vessels remained fairly con-
stant; however, the Spanish fleet doubled from 11
in 1986 to 22 in 1989.

Another major fishing area for Spanish and
French vessels was the Guinea Gulf in the Atlan-
tic. Eleven French seiners harvested 40,648 tons
of tuna in 1989, an increase of 28 percent from
31,640 tons harvested in 1988. Sixty-seven per-
cent of the catch consisted of yellowfin.

According to the Spanish Official State Bulle-
tin, the Spanish fleet with licenses for tuna in
1989 consisted of 808 vessels, down from 1,440
vessels in 1988. Approximately 760 of these ves-
sels are small (less than 30 meters in length) and
employ 12 to 15 crewmen. The remaining ves-
sels consist of large freezer seiners employing
more than 30 crewmen per vessel. The freezer
ships harvest tuna from the middle and south At-
lantic and the Indian Ocean.?

2 Ibid., Fourth Quarter 1988 and 1989.
3 U.S. Department of State, Report from U.S.
Embassy, Madrid, August 1990.
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The Processing Sector

The major tuna processing countries of the
EC include Italy, France, Spain, and, to a lesser
extent, Portugal. Italy imports the bulk of its raw
tuna supplies, whereas Spain, France, and Portu-
gal rely on domestic landings and imports of raw
tuna supplies.

Production

Table 4-3 shows canned tuna production for
Italy, Spain, France, and Portugal for 1986-89.

Italy

During 1986-89, Italian canned tuna produc-
tion generally increased, totaling 85,000 tons in
1989 (table 4-3). Canned tuna in Ttaly is proc-
essed mainly from imported fresh and frozen tuna
since domestic raw tuna catches are small, with
fewer than 5,000 tons being caught in 1989.
Fresh and frozen tuna imports totaled 119,592
tons in 1987, then declined to 113,545 tons in
19884 (latest data available). Seychelles, Spain,
Mexico, Panama, France, and the Ivory Coast
were among the principal suppliers of Italy’s im-
ports of raw tuna. Implementation of new
technology and the opening of new processing
plants have substantially increased Italy’s tuna
canning capacity. In 1989, 85 percent of Italy’s
canned tuna was packed in olive oil, 10 percent
in v\;ater, and the remaining 5 percent in seed
oils.

Spain

_ During 1986-89, production of canned tuna
by Spanish canneries increased by 20 percent to
71,000 tons (table 4-3). Spanish tuna processors
rely on both domestic and imported raw tuna for

4 “Tuna Oversupply of frozen and canned tuna,”
Globefish, February 1989, p. 9.

8 U.S. Department of State, Report from U.S.
Embassy, Rome, August 1990.



Table 4-3

Canned tuna: EC production, by major countries, 1986-89
(In metric tons)

Country 1986 1987 1988 1989
AlY ot 78,700 84,000 80,000 85,000
Spain ... e 59.346 62,402 67,690 171,000
FramCe ........c.ootieineenienennvinmennneans 48,500 49,333 46,87 254,000
Portugal ... ...t s 12,000 10,300 11,200 14,000
Total ... e e e 194,546 - 206,035 205,761 224,000
' Estimated.
2 Sgg “Cannery Changes In France,” Seafood International, September 1990, p. 60. )

Note.—A small amount of specialty tuna (i.e. packed in tomato sauce) Is processed in Denmark; however, the
above 4 countries account for the bulk of canned tuna production in the EC.

Source: Data on ltaly, Spaln, and France compiled from FAO statistics, except as noted. Data on Portugal com-

piled from U.S. Embassy, Lisbon, August 1990.

canned tuna production. Spanish imports of
fresh, chilled, or frozen tuna increased during
1986-89, from 26,327 metric tons in 1986 to
118,418 tons in 1989 (table 4-1). Principal sup-
pliers of fresh and frozen tuna to Spain include
Ecuador, the Ivory Coast, Venezuela, Mexico,
and South Africa.

France

French production of canned tuna generally

increased during 1986-89, totaling approximately - -

54,000 metric tons in 1989 (table 4-3). The de-
cline in French canned tuna production in 1988
could be attributed to higher production costs,
which apparently forced StarKist to close two
plants and reduce the volume of raw materials.

Also, French canners are reportedly concentrat-

ing more on value-added packs.® During
198689, imports of canned tuna rose steadily
from 34,000 tons in 1986 to 45,000 tons in 1989.

Although France supplies much of its own raw
tuna, it also relies on imports. During 1986-88,
French imports of fresh and frozen tuna in-
creased from 22,400 metric tons in 1986 to
36,894 metric tons in 1988 (table 4-1). Principal
suppliers of imported raw tuna to French canner-

ies include Senegal (landed primarily by French

seiners), Spain, the Ivory Coast, Venezuela, and
the United States.

Various French companies have invested in
foreign tuna operations. An example is a tuna
processing facility in Madagascar, built at a total
cost estimated at ECU14.5 million. The facility
includes a can manufacturing plant, a fishmeal
unit, and a cold warehouse. About 10,000 metric
tons of canned tuna production is expected in its
first year -of operation, increasing to a maximum
of 20,000 metric tons in subsequent years. Peche
et Froid, Ocean Indien, a joint venture between
Malagasy partners and the French group, Peche
et Froid (the leading French seafood canner),

. ]nfoﬁsh Trade News, No. 11/89, Kuala Lumpur,
Malaysia, June 15, 1989.

will own and manage the facility employing ap-
proximately 270 local people.” Peche et Froid is
also a major shareholder of the SAIB cannery in
Dakar, Senegal, and the PFIC cannery in Abid-
jan, Ivory Coast.8

Another joint venture is a tuna cannery lo-
cated in Fishing Port, Victoria, Seychelles. The
cannery is owned by two French companies,
Pecheurs de France and Armement Cooperatif
Finisterien (ACF) (30 percent ownership), and
the Government of Seychelles (70 percent).®
The ACF also owns more than 40 seiners licensed
to fish in Seychelles’ waters. In addition, the
French tuna company, Saupiquet has canneries in
Senegal and the Ivory Coast.!°

Portugal

. Portuguese production of canned tuna gener-
ally increased during 1986-89, totaling 14,000
metric tons in the latter year (table 4-3). Proces-
sors purchase both domestic and imported raw
tuna for their canned tuna operations. Imports of
fresh and frozen tuna increased steadily, totaling
11,000 tons in 1989 (table 4-1). Principal sup-
pliers of fresh and frozen tuna include Spain,
Mexico, Brazil, and Venezuela. Fifteen process-
ing plants with a total capacity of 15,000 tons
annually were operating in 1989. Production of
canned tuna for the export market consists of
tuna packed in olive oil, whereas tuna packed for
the domestic market is packed in vegetable oils
other than olive oil.1"

The European Tuna Market12

The European region figures prominently in
the changing structure of the global tuna market.

79“Tuna factory coming up,” INFOFISH, May 1988,
p. 9.
® “France, European marketplace,” Seafood Interna-
tional April 1988, p. 27.

® U.S. Department of Commerce, Office of Interna-
tional Affairs, Foreign Fisheries Analysis Branch, The
Fisheries of Seychelles, IFR 89/96, p. 4.

10 “Canning Changes in France,” Seafood Interna-
tional, September 1990, p. 61.

! Report from U.S. Embassy, Lisbon, August 1990.

'2 For the purposes of this study, Europe comprises
Western European countries.
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Europe, particularly the EC, has been one of the
fastest growth markets for canned tuna in the
world in recent years and has affected the strate-
gies of firms in major canned tuna producing and
exporting nations. The European market for
canned tuna comprises three segments—the EC,
other Western European countries, and Eastern
Europe.

Europe is second only to the U.S. market in
terms of canned tuna consumption. Overall
European consumption of canned tuna rose 26
percent during 1986-89 and reached a level of

386,000 metric tons the latter year (table 4-4).13

The EC countries comprise the great bulk of the
European canned tuna market and accounted for
95 percent of total consumption in 1989. The
EC market can be generally divided between
those countries with and those without canned
tuna processing industries. The countries with
such industries generally are mature markets and
those without are relatively recent markets. Ma-
ture markets are France, Italy, Spain, Portugal,
Greece, Belgium, and Luxembourg.'* These mar-
kets depend both on domestic production and
imports, and have developed characteristics and
preferences over the years. Nonmature markets
include the remaining EC members and are domi-
nated by the United Kingdom and West Ger-
many. These markets rely on imports for virtually

3 In comparison, the U.S. market consumed approxi-
mately 449,000 metric tons of canned tuna in 1989.

'4 Belgium and Luxembourg do not have tuna harvest-
ing and/or processing industries. However, market
conditions and characteristics are affected strongly by
those in France.

Table 4-4

all of their canned tuna supplies. Most of the
growth in the EC canned tuna market has been
accounted for by nonmature markets, with im-
ports supplying the growth.

Other Western European canned tuna mar-
kets have not grown as much as the EC market;
however, the growth rate has been substantial.
Although accounting for only § percent of the
European total, consumption of canned tuna by
non-EC European nations rose 75 percent during
1986-89 (table 4-4). Virtually all canned tuna
supplies in this market are provided by imports.

Data are not available on the Eastern Euro-
pean market for canned tuna. However,
inasmuch as disposable income is limited in most
Eastern European markets, it is believed that
canned tuna is not consumed in significant quan-
tities.

Supply and Demand Factors

The factors that affect the supply of and the
demand for canned tuna in the U.S. market also
hold, for the most part, for the European market.
The supply of canned tuna in the European mar-
ket is determined by production and import
levels. The major factors influencing production
are canned tuna market prices, raw material
availability, and production costs. The same fac-
tors influence the supply of imported canned
tuna, with an additional factors being barriers to
entry and conditions in alternative markets, such
as the United States and Japan.

Canned tuna: European apparent consumption, 1985-89
(In thousands of metric tons)

Market 1985 1986 1987 1988 11989
EC: '
Italy .......ccvvviiiiiii i 66 83 91 87 97
France ..............ccuiuvnn. 55 77 86 91 292
Spain .......... o i 39 55 55 55 257
United Kingdom ............... 34 33 32 44 61
West Germany ............... 18 24 29 26 30
Portugal ..................... 6 9 7 8 10
Belglum and Luxembourg ...... 5 6 7 7 7
Netherlands .................. 2 3 5 5 6
Denmark ..................... 2 3 3 4 3
Greece ............oiuinennnnn 1 1 1 B} 1
Ireland . ...................... () (2 1 1 1
Total, EC .................. 228 294 317 329 365
Other Western Europe: )
Switzertand . .................. 24 24 25 25 26
Finland ...................... 1 2 4 4
Sweden ...................... 2 3 4 3 5
Austria ................. ..., 22 22 24 24 24
Norway ..............ccvunn () 1 1 1 1
Total, other Western Europe .. 9 12 18 17 21
Total, Europe ............. 237 306 335 346 386
' Preliminary.
2 Estimated.

3 Less than 500 metric tons.

Source: Seafood 90, Food News, London, 1990; Food and Agriculture Organization of the United Nations; reports

from various U.S. Embassies.
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The demand for canned tuna in the European
market is principally determined by the number
of consumers (or population), disposable income
levels, prices of canned tuna and of competing
food items, and consumer preferences. The
European population was approximately 356 mil-
lion persons in 1989, up about 1 percent from
the 1983 level (table 4-5). Population growth in
Europe is not as rapid as in the United States,
and any growth in the European canned tuna
market will likely result from increases in per cap-
ita consumption.

The level of consumers’ disposable income in-
fluences the demand for canned tuna. The gross
domestic product (GDP), one measure of dispos-
able income, for Western European countries
increased 62 percent, in nominal terms, during
1983-88 (table 4-6). The GDP in EC countries
rose 69 percent during the period. This growth,
in addition to population growth, is likely to be a
large determinant in any increased demand for
tuna if the growth in GDP exceeds the inflation
rate for the period.

Consumer preferences play a significant role
in the demand for canned tuna. These prefer-
ences include type of pack, product quality, and
brand loyalty. These preferences vary consider-
ably by each country and are discussed in the
following sections.

The supply of canned tuna is affected by
European production and the availablity of im-
ports. Europe is a relatively high-cost producing
area for canned tuna, owing to its large distance
from fish resources and its relatively high labor
and environmental costs. In addition, the market

Table 4-5

relies increasingly on imports for its canned tuna
supplies, as demand increases in nonproducing
markets. Thus, competition for canned tuna sup-
plies from other markets, particularly- from the
United States, affects the availability of canned
tuna in the European market to an increasingly
important degree compared with domestic supply
conditions.

Market Profile

The European market for canned tuna is as
diverse as the peoples and countries it comprises.
Distinct demand preferences and market struc-
tures have historically developed within each
European country. Thus, the major canned tuna
markets within Europe will be discussed sepa-
rately.

Italy

Italy is the largest EC market for canned tuna.
Italy is a mature canned tuna market, the bulk of
which is supplied by domestic production. Al-
though imports account for a small share of
consumption (12 percent in 1989), Italian im-
ports of canned tuna doubled during 1986-89
(table 4-7). It is believed that the relatively low-
priced products from Asian producers (mainly
Thailand) are making inroads in the Italian mar-
ket, particularly in the institutional sector. Italian
consumers overwhelmingly prefer yellowfin
packed in olive 0il."5

8 Richard Elsy, “The European and Middle East
Tuna Market: A View from the Pacific Islands,” The
Development of the Tuna Industries in the Pacific
Istands Region: An Analysis of Options, David J.
Doulman, ed. (Honolulu: East-West Center, 1987).

Population of Western Europe, by area and country, 1983-88
(In millions)

Area and country 1983 1984 1985 1986 1987 1988

WeEséern Europe: )
West Germany 61.42 61.18 61.02 61.05 61.17 61.20
France ..............cc0... 54.73 54.95 §5.17 55.39 55.63 55.87
United Kingdom .. . 56.38 56.49 56.62 56.76 56.93 §7.08
Italy ................. 56.84 57.00 §7.13 5§7.22 5§7.35 57.44
Ireland ................ - 3.51 3.54 3.55 3.54 3.54 3.54
Denmark ................... 5.1 5.11 5.1 5.12 5.13 5.13
Netherlands ................ 14.36 14.42 14.48 14.56 14.66 14.76
Spain ............. ... 0., 38.17 38.34 38.50 38.67 38.83 39.05
Belgium .................... 9.86 9.86 9.86 9.91 9.92 9.92
Luxembourg ................ 0.37 0.37 0.37 0.37 0.37 0.37
Portugal ................... 10.01 10.089 10.16 10.21 10.25 10.41
Greece .................... 9.85 9.90 9.93 9.97 9.99 10.01

Total, EC ................ 320.61 321.25 321.90 322.77 324.07 324.78

Other Western Europe:

OFWAY ..ot iiinnnurennns 4.13 4.14 4.15 - 4,17 4.19 4.20
Sweden .................... 8.33 8.34 8.35 8.37 8.40 8.44
Finland .................... 4.86 4.88 4.90 4.92 4.93 4.95
Switzerland ................. 6.48 6.44 6.47 6.50 6.55 6.51
Austria .................... 7.55 7.55 7.56 7.56 7.58 7.60

Total, other Western

Europe ............... 31.35 31.35 -31.43 31.52 31.65 31.70
Total, Europe ........... 351.96 352.60 353.33 354.29 355.72 356.48

Source: Calculated from data In International Financial Statistics, various issues. international Monetary Fund,

Washington.
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Table 4-6

Gross Domestic Product In Western Europe, by area and country, 1983-88
(In billions of U.S. dollars)

Area and .
country 1983 1984 1985 1986 1987 1988
Western Europe:
EC: .
West Germany .............. 655.9 617.0 621.8 889.4 1,116.3 1,201.8
France ................ ... 525.7 499.4 523.1 729.5 882.0 949.9
242.6 274 1 259.6 254.3 259.3
449.6 425.7 559.0 662.2 685.3
15.9 16.6 13.1 12.4 12.5
. 56.9 58.0 78.8 92.7 94.0
Netherlands ................ 133.5 124.7 125.9 174.9 212.9 228.3
Spain .............. .. ... 1565.0 - 156.2 164.0 228.1 289.2 340.1
Belgium .................... 82.6 78.6 81.8 114.5 142.6 153.9
Luxembourg ................ 3.9 3.8 4.0 5.7 (") {')
Portugal ................... 20.6 19.2 20.8 29.5 36.8 40.8
Greece .................... 35.0 33.8 33.4 39.1 46.2 52.5
Total, EC ................ 2.,381.2 2,297.4 2,.349.2 3.121.2 3,747.6 4,018.4
Other Western Europe: -
Norway .................... 55.1 55.4 58.2 69.5 83.3 89.4
Sweden .................... 92.6 96.0 100.6 132.7 161.1 . 181.8
Finland .................... 49.3 51.5 54.3 711 89.5 (")
Switzerland ................. 102.9 93.5 92.8 130.4 160.4 168.4
Austria .................... 66.9 63.9 65.4 93.8 117.7 "
Total, other Western
Europe ............... 366.8 360.3 371.3 497.5 612.0 439.6
Total, Europe ........... 2,748.0 . 2,657.7 2,720.5 3,618.7 4,359.6 4,458.0

' Not available.

Source: Calculated from data in International Financial Statistics, varlo‘u_s issues, International Monetary Fund,

Washington. . :

France

The canned tuna market in France is the sec-
ond largest in the EC. France is a mature market
with a relatively slow rate of growth; supply and
consumption patterns have remained relatively
stable in recent years. The French canned tuna
market is supplied about evenly by domestic pro-
duction and imports. The bulk of the French
market is held by the lightmeat-chunk pack,
which accounts for about two-thirds of the mar-
ket.’® Slightly less than a third of the market is
held by specialty packs (such as flakes and hors
d’oeuvres), with the remainder held by

whitemeat. Tuna packed in brine is overwhelm-
ingly preferred to that in oil. Tuna is consumed
in about half of all French households; a growing
number of urban households comprising relatively
young families with children as well as middle-
and upper-income households are consuming
canned tuna.'?

United Kingdom

The United Kingdom is a relatively new mar-
ket for canned tuna. Canned tuna has been

18 Ibid.
17 Graham Kitson and D.L. Hostis, The Tuna Mar-

ket, Vol.2, (Kuala Lumpur: ADB\FAO INFOFISH
Market Studies, 1983), p. 32.
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increasingly replacing canned salmon in recent
years in this market. Canned tuna is luring
younger consumers away from the traditional
preference for canned salmon.'® Relatively high
canned salmon prices in the U.K. market during
recent years further contributed to the growth in
demand for canned tuna.'® The rate of growth in
the U.K. canned tuna market has been high;
U.K. imports of canned tuna rose 85 percent
during 1986-89 (table 4-8). Imports supply vir-
tually the entire U.K. canned tuna market, as
there is no domestic tuna canning industry. His-
torically, the U.K. canned tuna market exhibited
a preference for solid, oil-packed lightmeat tuna
(mainly skipjack). However, in recent years, de-
mand has shifted to chunk-style, lightmeat
packed in brine; this pack held about one-third of
the market in 1986 and is growing.20 U.K. con-
sumers are becoming increasingly sensitive to
health considerations, which has led to the rise in
brine-packed tuna, and to price considerations,
which has led to a rise in chunk-style pack.

'® Roy Ellard, “A Review of the World Market for
Canned Tuna,” Proceedings of INFOFISH Tuna Trade
Conference (Bangkok: INFOFISH, February 25-27,
1986) p. 92.

' Commission staff interview with Michael Dubbelt,
Director, Matrico BV, Denpasar, October 2, 1990.

20 Eisy, “The European and Middle East Tuna
Market,” p. 96.



L%

Table 4-7
Canned tuna: Production, imports, exports, and supply in selected European countries, 1980-89
: (In thousands of metric tons)

Country

and item 1981 1982 1983 1984 1985 1986 1987 1988 1989

France: :

Production .............. 23 30 35 ) 38 a8 49 49 47 254
IMports .......oovvnvnunn 28 30 . 34 33 22 34 44 51 45
Exports ............... 1 1 . 2 5 5 6 7 7 27
Supply ... 50 59 67 66 55 77 86 91 292

Italy:

Production 49 . 48 52 59 65 79 84 80 85
Imports . ... 2 3 3 4 3 6 9 9 12
Exports .........coo0utn 2 2 2 2 2 2 2 2 0
SUPPIY o oo e 49 48 53 61 66 83 91 87 97
Spain: :
Production ............. 42 40 38 41 43 59 62 68 7
Imports . ............... 0 0 0 0 0 0 3/ 2 0
Exports ........ccov0unn 12 2 4 4 4 4 7 1" 14
SUPPIY « it 30 38 34 37 39 55 55 55 257
Portugal:
Production ............. 8 7 7 9 9 12 10 11 14
imports ................ 0 0 0 0 0 0 0 0 &)
Exports ................ 1 2 3 3 3 3 3 3 4
Supply ...ccihiiiiiin 7 L3 4 6 6 9 7 8 10
United Kingdom:
Production ............. 0 0 0 0 0 0 0 0 0
lmports ................ 19 13 18 24 34 33 32 44 61
Exports ..........oconne 0 0 0 0 0 0 0 0 0
Supply ... 19 13 18 24 34 33 32 44 61
West Germany:
Production ............. 0 0 0 0 0 0 0 0 0
Imports ..........oonvn 14 15 16 19 18 24 29 26 30
Exports ..........oc0unn 0 0 0 0 0 0 0 0 0
Supply ....oiiiiie s 14 15 16 19 18 24 29 26 30
! Preliminary.
2 Estimated.

3 Less than 500 metric tons.
Source: GLOBEFISH; Food News, Food and Agriculture Organization of the United Nations.



Table 4-8

Canned tuna: European imports, 1985-89

(In thousands of metric tons)

Market 1985 1986 1987 1988 11989
EC:
United Kingdom ............... 34 33 32 44 61
France ...................... .22 34 44 51 45
West Germany ............... 18 24 29 26 30
faly ......viiiri i 3 6 9 9 12
Portugal ..................... 0 0 0 0 (2)
Belgium and Luxembourg ...... 5 6 7 7 7
Netherlands .................. 2 3 5 5 6
Denmark ..........ccoevvevinn 2 3 3 4 3
Greece .............ciiunnnn 1 -1 1 31 3
freland .. ............. ... ... (2) (3) 1 1 1
Spaln .......... i 0 0 {2) 2 0
Total, EC ............ v, 87 110 133 150 166
Other Western Europe:
Switzerland ................... 34 34 35 B 36
Finland ...................... 1 2 4 4 5
Austria ...................... 2 2 34 34 33
Sweden .................00... 2 3 4 3 5
Norway .............civvvuns (3 1 1 1 1
Total, other Western Europe .. 9 12 18 17 21
Total, Europe ............. 78 122 149 167 - 187

' Preliminary.
2 Not available.
3 Estimated.

Source:
from varlous U.S. Embassies.

West Germany

The West German market for canned tuna is
the most price-conscious in the EC. Conse-
quently, there have been marked shifts in
suppliers over time. These shifts occur among
import suppliers, since virtually no canned tuna is
produced in West Germany. West German im-
ports of canned tuna rose 25 percent during
1986-89 (table 4-8). Traditionally, the West
German market has been dominated by flake and
tuna-and-vegetable packs. These packs, which
are lower in price than other types of packs, ac-
count for about 40 percent of the market.2!
However, in recent years, the market has shifted
toward solid and chunk packs, as these have gen-
erally declined in price. An increasing share of
West German imports has been gained by Thai
products in recent years because of their price
competitiveness.

Channels of Distribution

The channels of distribution for canned tuna
in the European market vary by country. Thus,
the major European canned tuna markets will be
discussed individually.

21 Elsy,

“The European and Middle East Tuna
Market,”

pp. 97-98.
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-Seafood 90, Food News, London, 1990; Food and Agriculture Organization of the United Nations; reports

Italy

The distribution system for canned tuna in It-
aly is well established. Processors generally sell
through brokers, with regional advertised brands
being prevalent.22 Retail markups on canned
tuna in Italy are currently about 60 percent.23
Such markups are generally much higher in Euro-
pean markets than in the U.S. market, mainly
because of lower product turnover in Europe.

France

As in Italy, the distribution system for canned
tuna in the French market is well established.
Processors generally sell canned tuna to distribu-
tors who then sell to the retail market. Processors
may sell their own advertised label, the distribu-
tors label, or a house brand for the particular
retail outlet. Most canned tuna in France is ulti-
mately sold through supermarket outlets, with

22 Kitson and Hostis, The Tunc Market, p. 41;
Richard Elsy “The European and Middle East Tuna
Market;"” Linda Fernandez and Linda Lucas Hudgins,
“A Summary of International Tuna Markets: Character-
istics and Accessibility for Pacific Island Countries,” The
Development of the Tuna Industry in the Pacific Islands
Region: An Analysis of Options, David J. Doulman, ed.
(Honolulu: East-West Center, 1987).

2 Commission staff interview with Michael Dubbelt,
Director, Matrico BV, Denpasar, Oct. 2, 1990.



the bulk of sales under processors’ advertised
brands.?4

The French market is reportedly becoming
" more open to imports. First, French canners are
increasingly buying loins (both cooked and un-
~cooked) in order to save on labor costs. In the
canned sector, retail supermarket chains in
France are being purchased by Belgian and Dutch
firms, which are beginning to distribute canned
tuna that has been imported through other EC
countries, such as the United Kingdom and the
Netherlands. The French tuna industry report-
edly is attempting to block this practice by
establishing an EC directive that imposes origin
restrictions on canned tuna imports as part of the
EC 1992 program. Retail markups on canned
tuna in France are currently about 60 percent.?5

United Kingdom

Imports supply virtually the entire U.K.
canned tuna market. Traditionally, canned tuna
has been marketed by distributors who possess
nationally recognized brands to retail outlets.
Distributors traditionally preferred to procure im-
port supplies through Japanese trading companies
as insurance against risk of defective and poor
quality packs. However, the market is becoming
increasingly price competitive, and some distribu-
tors are dealing directly with foreign suppliers,
especially those in Thailand. As a result, brand
competition is also increasing, with retail house
brands challenging the established distributor
brands.26 Retail markups on canned tuna in the
U.K. market currently range between 40 and 50
percent, depending on the pack.?”

West Cermany

_ Virtually all canned tuna supplies in West
Germany are from imports. The bulk of canned

tuna imports are sold through brokers to retail

outlets. Brand loyalty is not important in the
West German canned tuna market, since the
market is relatively price conscious. House
brands and brokers’ brands dominate the market,
and these brands may change along with the
source of imports.28 Retail markups on canned
tuna in the West German market currently range
between 30-60 percent, depending on the
pack.2®

Imports

Total European imports of canned tuna in-
‘creased markedly during 1986-89. Such imports

24 Kitson and Hostis, The Tuna Market, p. 32.
28 Dubbelt interview.

28 Kitson and Hostis, The Tuna Market.

27 Dubbelt interview.

28 Kitson and Hostis, The Tuna Market.

2% Dubbelt interview.

rose about 53 percent, from 122,000 metric tons
in 1986 to 187,000 metric tons in 1989 (table
4-8). The EC is the primary component of the
European canned tuna market.

The EC collectively is now the world’s largest -
importer of canned tuna, surpassing the United
States in 1986. EC imports of canned tuna rose
51 percent during 1986-89, from 110,000 metric
tons the former year to 166,000 metric tons the
latter year (table 4-8). In comparison, U.S. im-
ports of canned tuna rose 46 percent during the
period and totaled 158,000 metric tons in 1989.
The largest EC canned tuna import markets are
France, the United Kingdom, and West Ger-
many. Together, these markets accounted for
approximately 82 percent of total EC imports of
canned tuna in 1989 (table 4-8).

Imports of canned tuna into other Western
European markets, although only about a tenth
the magnitude of those into the EC, increased 75
percent during 1986-89.

The primary sources of European canned
tuna imports are Thailand, the Ivory Coast, the
Philippines, Senegal, and Indonesia (table 4-9).
These countries accounted for about 80 percent
of total European imports of canned tuna in
1989. Thailand’s share of the total increased
from 36 percent to 42 percent during 1987-89.
Imports from Asia are generally concentrated in
nonproducing markets (principally the United
Kingdom and West Germany), whereas imports
from Africa are concentrated in producing mar-
kets (particularly France). In addition, there is
significant intra-EC trade in canned tuna, with
Spain and Italy providing most of the supplies. .

Consumption

European consumption of canned tuna in-
creased substantially during 1986~89, fueled
mainly by imports into nonproducing markets.
Such consumption  rose 26 percent during
1986-89 (table 4-4) and reached a level of
386,000 metric tons the latter year. The largest
European consuming markets are Italy (account-
ing for 25 percent of European consumption in
1989), France (24 percent), the United King-
dom (16 percent), Spain (15 percent), and
West Germany (8 percent). Together, these five
markets accounted for 87 percent of total Euro-
pean consumption of canned tuna in 1989.

Imports have been supplying an increasing
share of European canned tuna consumption. In
1986, imports accounted for about 40 percent of
consumption. By 1989, this share increased to 48
percent.
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Table 4-9

Canned tuna: European imports, by major sources, 1987-89

Source 1987 1988 1989
Quantity (metric tons)
Thalland .........c.c.oiiiiii i ettt e 51,704 63,648 78,728
IVOPY CO@8t . ... ittt it iiennar i ssseensaaoeroontnennns 27,179 31,705 29,795
PhillppINes ... ... i i i i i e e i et e 10,759 12,555 19,534
£ = T= T -1 17,799 16,877 15,136
14T Lo =T T- Y N 2.591 3.699 7,220
- [ 14T T 35,400 36,400 39,246
B - < | 145,432 164,885 189,659
) Share of total (percent)
JLIE 2 - 1= T T O 36 39 42
IVOry Coast .. ... ... it i i e ettt e 19 : 19 16
PhIllpPINGS . ... e et 7 8 10
oY== e T | N 12 10 8
INdonesia ... .... . i ittt i i i i i e e e 2 2 4
I 4 4T PPN 24 22 20
1 < | O

100 100 ~ 100

Note.—Totails may not égree with others in the report owing to different calculating bases.

Source: Food News, July 1990; various reports from U.S. Embassies.

Estimates on per capita canned tuna con-
sumption in major European markets in 1987 are
provided in the following tabulation (in pounds
per capita):30

Country Consumption
italy ...... e o 3.3
France ............ccciiuvvnn. 2.4
United Kingdom ................. 1.2
West Germany ................. 0.6

These estimates are somewhat dated, and per
capita consumption has increased significantly, as
evidenced by the rise in European canned tuna
imports in recent years.

The following tabulation shows estimated an-
nual per capita consumption of canned tuna in
Europe during 1986-89 (based on data in tables
4-4 and 4-5, in kilograms):

1986 1987 1988 1989°

0.86 0.94 0.97 1.06

' Estimated.

According to these data, European per capita
consumption of canned tuna increased 23 percent
during 1986-89. Although these data are ap-
proximations, it is believed that they accurately
mirror the trend in European consumption during
the period.

Prices

Data on European prices of imported canned
tuna are presented in table 4-10. These data

% Elsy, “The European and Middle East Tuna
Market: A View from the Pacific Islands.”

represent wholesale level prices. In general,
prices trended upward from 1986 and peaked in
1988. Prices fell during the first three quarters of
1989 before recovering into 1990. Prices gener-
ally are higher for oil pack compared with water
pack, and are higher in the Netherlands com-
pared with prices in the United Kingdom and
West Germany. Oil packs are predominantly
solid style, which commands a higher price than
the chunk style that predominates in water packs.
As for different market prices, skipjack packs are
generally lower priced than yellowfin packs, and
the share of skipjack packs is higher in the latter
two markets, particularly in West Germany.

Among like pack styles and markets, prices
tended to be lower for imports from Thailand
compared with those from Indonesia. This differ-
ence likely resulted from substantially higher
volumes of shipments from Thailand.

Additional data was provided to the Commis-
sion on average unit values of U.S. and EC
canned tuna imports from various sources.3!
These data are presented in table 4-11. Average
unit values (c.i.f. basis) generally were highest for
Thailand, followed by Indonesia and the Philip-
pines.

Table 4-11 also shows that price differences
(based on average unit values of imports) be-
tween the U.S. and EC markets for the above
suppliers. The difference between the average
unit value of Thai canned tuna exports to the
U.S. and EC markets ranged between approxi-
mately 2-9 percent during 1986-89. Several
U.S. tuna processors have claimed that Thai ex-
porters are able to maintain low prices in the U.S.

3" Posthearing submission by StarKist Foods, Inc.,
app. B.



Table 4-10 :
Canned tuna: Quarterly wholesale prices in selected European markets, 1986-80
(Per standard case )

Year and Type of pack,
quarter origin and market
Water pack:
Indonesia to: Thailand to: Philippines to:
Nether- West Nether- West United Nether-
lands Germany lands Germany Kingdom lands
1986: :
) $20.90 $( $( $() $(") $()
2 e 21.06 ' ! ') ") '
b 21.14 ' ' N ) !
4 e 21.38 ! ' ) *) !
1987:
1 e e 21.65 ! ' ) ) !
2 i e 21.63 ! ! ') ') !
A 22.33 (' ! N) Y '
4 i 23.22 { ( 22.63 1) t
1988:
1 i 23.60 ' 1) 22.00 )] '
2 e, 23.73 ! ' : ') ) !
R 1/ ! ! ') ) !
4 e 23.38 ' ! ') ) '
1989:
T i e e 22.75 ! ') (" ) !
- 21,00 ! (") 18.25 1 20.50
3 PN 19.75 1 19.00 - 18.25 ") 19.00
19490 ................... 24.00 (* 22.00 19.50 22.75 22.21
) I P 23.00 ! 21.75 (") M 22.00
- 22.50 ! 21.00 20.00 (') - -23.20
< 23.00 ! 21.75 18.50 21.00 21.83
Oll pack: : B
Indonesia to: Thailand to: . ~  Philippines to:
Nether- West . Nether- West United Nether-.
1986 ) lands - Germany . lands -Germany Kingdom lands
L P $21.90 $( : ${") $19.22 - . $(* s
2 ..., e 22.00 1) - 19.25 18.90 ! '
K DN C22.14 1 ") 18.80 ! '
4 e 22.30 ! ") (") ' !
1987:
) S 22.65 ! () - 18.80 A 1
2 e e 22.65 ' (M 18.79 ' '
< 22.93 * (') 18.83 ' !
4 ., 24.22 ! (") 20.00- ' t
1988:
) I 24.64 ! ") (") ! '
2 i e e 24.80 ! ") 25.50 ! '
< ") ! {") 23.75 ! !
L TN () ' (M) 23.00 ! !
1989:
) I N 23.60 ' (") 21.40 1) '
2 e e 21.66 ’ 21.00 19.60 ' !
< 20.75 ! 20.67 18.66 25.00 '
4 e 24.17 ! 23.00 21.86 23.75 '
1990 :
1 e 24.00 (M . - 22.75 19.50 (] '
- 23.33 22.68 22.67 19.50 (") '
< T 24.25 19.50 23.50 19.50 (') !

' No data reported. . _
Source: Complled from data In various issues of Infofish Trade Highlights.
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Table 4-11

Canned tuna: Average uri'lt "v'aluos ot U.S. and gc' Impbrts, ;by selected sources, i985—89, and ditter-

ence between U.S. and EC unit values

(Prices in dollars per standard case; differences in perce

Source and .
market 1985 1986 1987 1988 1989
F’”1":9:" d |
hailand:
S.S ....................... 18.48 18.57 18.92 23.67 21.44
EC ... . 19.18 19.37 20.52 24.99 21.83
Philippines
Upsp ....................... 17.37 17.06 16.59 20.90 19.04
EC ... ... e 20.73 21.13 21.12 21.13 21.62
Indonesia:
" o.S ....................... 17.55 17.31 17.40 24.73 17.99
EC ... e 18.42 19.99 19.52 23.77 20.84
Difference:
Thailand ..................... 3.8 4.3 8.5 5.6 1.8
Philppines . ................... 19.3 3.9 27.3 1.1 13.6
Indonesia .................... 5.0 5.5 12.2 -3.9 15.8

Source: Posthearing brief of StarKist Foods, Inc., app. B. Data are on c.i.f. basis, calculated from Eurostat and

the U.S. Department of Commerce.

market because of higher pricés obtained in the
European market.32 Thai exporters counter that
canned tuna prices in the European market are
higher than in the U.S. market for several rea-
sons, including a higher share of higher priced
solid pack styles exported to the EC; a higher
share of higher priced yellowfin tuna packed for
the EC market; more stringent quality standards
in EC markets that require tuna loins to be “dou-
ble cleaned” (which increases costs and prices);
and a higher percentage of relatively lower priced
institutional-sized container packs accounted for
-in the U.S. market. Thai exporters also claimed
that EC prices generally follow U.S. prices for
canned tuna; thus, it is in the best interest of Thai
“exporters to sell at the highest possible price in
each market.33

Market Barriers

The European canned tuna market poses sig-
nificant barriers to entry to imports. Appendix G
shows EC tariff rates for tuna products. Canned
tuna imports generally are subject to a duty of
24 percent ad valorem, a level that is about twice
that in the U.S. market. European imports of
canned tuna are also subject to health and sani-
tary and labeling requirements of the various
European markets. A proposed EC regulation
would standardize these requirements.34

In addition to the above requirements, U.S.
and foreign tuna industry representatives have

32 Testimony of Robert Hetzler, Vice President, Star
Kist, transcript of public hearing, p. 177. Also, this
claim was made during several Commission staff inter-
views with officials of U.S. tuna processing firms.

® Commission staff interviews with officials of several
T;ngaé tuna processing firms during the week of Sept. 24,
1 .

34 COM(89) 654 final, submitted by the Commission
on Feb. 12, 1990, Official Journal of the European
Communities, No. C 84/58, Apr. 2, 1990.

stated that substantial nontariff barriers affect the
entry of canned tuna into the EC market. These
nontariff barriers generally are encountered
in the EC markets that possess domestic canned
tuna industries, principally France and Italy. Ac-
cording to U.S. and foreign canned tuna industry
representatives, the French market is virtually
closed to imports from countries other than cer-
tain Lome convention countries, former French
colonies, and countries with tuna canneries with
-French equity interests.35

According to one U.S. tuna processor, France
maintains an import quota on canned tuna.3® An
EC Council Regulation No. 288/82, titled “On
Common Rules for Imports,” provides for relief
measures against imports. These measures in-
clude a provision for a “negative list” of products
subject to restrictions.at the national level (Annex

.I) as well as for a “surveillance” list of products

subject to import licensing requirements (Annex
II). According to Annex I, Italy restricts imports
of prepared or preserved (including canned) tuna
from Japan, while France maintains partial re-
strictions on such imports.3” According to Annex
I, prepared or preserved (including canned)
tuna is not subject to surveillance by any EC
member. : .

One Thai exporter of canned tuna reported
encountering a barrier in France whereby the
permitted port of entry was distant from the loca-
tion where the product was required to be
inspected, thus making shipments economically
unfeasible.38

% These include mainly the Ivory Coast, Senegal, and
the Seychelles. Imports from these countries generally
enter free of duty. Post hearing brief of StarKist Seafood
Company, Sept. 14, 1990, p. §S.

3 Ibid.

37 No further information is provided in Annex I.

*® Commission staff interview with officials of a major
T;nga(n; canned tuna exporter during the week of Sept. 24,
1990.



A general barrier to entry cited by Thai and
Indonesian canned tuna exporters was the techni-
cal barrier posed by the large variation in can
sizes and pack styles that are demanded in Euro-
pean markets, particularly France and Italy.3®
"And, the relatively closed distribution systems in
these markets poses further entry barriers. Asian
canned tuna exporters reportedly are making ef-
forts to improve their distribution networks in
European markets.40

On a related issue, the French tuna industry is
reportedly attempting to persuade the EC Com-
mission to impose origin restrictions on canned
tuna imports whereby such imports cannot be en-
tered into one EC country, such as the United
Kingdom, and then shipped to another, such as
France.4' Canned tuna exporters in Thailand
generally are concerned about the possible effects
of standardized import requirements under the
so-called “EC 1992” market unification.*2

" Exchange Rates

Several major canned tuna exporters stated
that exchange rates between the U.S. dollar and
major European currencies play a significant role
in determining the profitability of their exports.43
In general, the U.S. dollar is the currency of
choice for world trade in tuna. As a result, ex-
change rate movements between the dollar and
the currencies in major European markets affect
the profits to exporters and, to a lesser degree,

3 Commission staff interview with officials of Thai
canned tuna exporters during the week of Sept. 24, 1990
and with officials of Indonesian canned tuna exporters
on Oct. 2, 1990. . .

40 According to an item in a recent issue of Foo
News (Oct. 19, 1990), Unicord (Thailand) is planning
to acquire two European tuna companies. In addition,
major Thai and Indonesian exporters have been improv-
ing their distribution agreements in various European -
markets in recent years.

4" Commission staff interviews with official of Thai
tuna industry and government officials during the week of
Sept. 24, 1990. Also, post hearing brief of Starkist
Seafood Company, Sept. 14, 1990, p. 6.

42 Commission staff interviews with Thai tuna industry
and government officials during the week of Sept. 24,
1990.

43 Commission staff interview with officials of Thai
canned tuna exporters during the week of Sept. 24, 1930
and with officials of Indonesian canned tuna exporters
on Oct. 2, 1990. i

plays a role in their marketing decisions. How-
ever, the degree of this effect is variable, and
other factors (such as contract arrangements and
long-term market strategies) generally play a su-
perior role io exchange rate fluctuations in export
marketing decisions.

Table 4-12 shows annual exchange rates be-
tween the U.S. dollar and the currencies of major
European canned tuna import markets (as well as
the ECU) during 1986-1990. In general, the
U.S. dollar declined vis-a-vis these currencies
during the period. This situation increased the
attractiveness of the European market to canned
tuna exporters, particularly those in Thailand.
The baht is pegged to the U.S. dollar, and move-
ments between the dollar and European
currencies affect Thai tuna exporters accordingly.
Thai exporters have increased European market
share in the face of generally declining prices,
partly as a result of the declining dollar.44

EC Fishery Agreements With Nations
and Island States in the Indian Ocean
and Elsewhere

Fishery agreements between the European
Economic Community (EEC) and nations and is-
land states in the Indian Ocean and elsewhere
typically give Community vessels the right to fish
within the 200-mile exclusive economic zone
(EEZ) of the foreign partner. In return for these
fishing privileges, the EEC agrees to improve the
fishing industry of the foreign partner, either
through financial or educational programs. The
agreements specify such things as the number of
vessels allowed within the EEZ, the total annual
catch allowed within the EEZ, and the form of
EEC payment. Most of the agreements are effec-
tive for three years, with the option to extend the
agreement at the end of the three-year period on
a yearly basis. The EEC has made fishery agree-
ments that concern the tuna industry with nations
in the Indian Ocean and with nations on the
coastline of Africa. A short description of a few
of these agreements follows.

44 See also “Currency Boost for Tuna Growth,” Food
News Europe *90, Food News, Kent, September 1990.

- Table 4-12

""Nominal exchange rates of selected European currencies in U.S. dollars, 1986-89 and January-August
1990

(In U.S. dollars)
January-August

Currency 1986 1987 1988 1989 1990
Britishpound .............. 1.47 . 1.64 1.78 1.64 1.90
Deutschemark ............ .46 . 57 .63 64
Dutch guilder .............. 41 . 51 .47 56
ECU ... ... i, 98 1.15 1.18 1.10 1.32

Source: Calculated from data in International Financial Statistics, October 1990, International Monetary Fund,

Washington.



Such an agreement has been reached with the
Republic of Seychelles. The agreement went into
effect on March 16, 1984, and is still valid. The
terms of the agreement were approved for an in-
itial period of three years, and extended for
two-year periods following the expiration of the
three-year period. Seychelles agreed to grant li-
censes to 27 Community tuna vessels, with the
understanding that no more than 18 of these ves-
sels would be fishing at one time. The amount of
tuna available off the coast of Seychelles was not
known at the time of the first drafting of this
agreement. Consequently, the amount of tuna
Community vessels were permitted to catch was
not set at a specific number. The owners of the
vessels were to pay 20 ECU per ton of tuna
caught to the Government of Seychelles, with a
three-year ceiling of 3,000,000 ECU. In return
for the right to fish within Seychelles’ 200-mile
EEZ, the EEC contributed 250,000 ECU towards
“a scientific programme in Seychelles to gain
greater knowledge of fish stocks concerning the
region of the Indian Ocean surrounding -the
Seychelles islands.”45

An identical agreement (with the exception of
an EEC contribution of 350,000 ECU towards
‘Malagasy fisheries research) was reached in Feb-
ruary 1986 with the Democratic Republic of
Madagascar. It was amended, however, in Octo-
ber 1989. The number of Community tuna
vessels granted licenses increased from 27 to 45.
The amount of tuna allowed to be caught in one
year was set at 12,000 tons. As the number of
vessels and the tuna catch increased, so did the
EEC contribution to Malagasy fishery studies. A
sum of 600,000 ECU was to be paid to the Mala-
gasy treasury to finance Malagasy scientific
programs.

There is also an agreement between the EEC

and Gabon that was reached on February 26,
1988. In return for $3.5 million dollars, EEC
vessels are allowed to fish off the coast of Gabon.
In addition to this, the EEC will pay $0.8 million
toward Gabonese scientific programs. This agree-
ment will last for a 3-year period.

" An agreement has also been reached between
the EEC and the Republic of Guinea-Bissau. It
was signed on February 27, 1980 and later
amended in 1983, 1986, and again in 1987. The
EEC vessels will pay 35,000 ECU to the Govern-
ment of Guinea-Bissau at the beginning of each
year. This fee will cover the initial 1,700 tons of
tuna caught in that year. There is, however, no
limit on the amount of tuna allowed to be landed
by the EEC vessels. If the amount of tuna caught
in one year exceeds this amount, the EEC will
pay an additional 20 ECU per ton of tuna caught.

On March 1, 1988, the EC reached an agree-
ment with Morocco allowing Spanish and

43 Official Journal No. L 79, 1984.

- Portuguese fishermen access to Moroccan wa-
ters. Under the agreement, the EC will pay the
Moroccan Government 70 million ECU a year in
return for fishing rights for EC vessels with an ag-
gregate capacity of approximately 100,000 gross
registered tons (GRT) for 4 years. The agree-
ment does not stipulate a maximum catch for any
species; however, provision is made for targeted
fishing of tuna, swordfish, squid, octopus and
sponge.*¢ In addition, Morocco will have access
to the EC market for its fishery and agricultural
commodities.

On August 23, 1988, the EC and the Republic
of Comoros (an island group off SE Africa be-
tween Mozambique and Madagascar) signed a
3-year fishing agreement permitting vessels flying
the flags of member states of the EC to catch
6,000 metric tons of tuna annually in the Indian
Ocean around the Comoros islands. In ex-
change, the EC will reimburse the Comoros
300,000 ECU per year. In addition, the EC will
provide 500,000 ECU over a 3 year period to as-
sist the financing of Comorian scientific and
technical programs to evaluate the fishery re-
sources in Comorian waters.47

An agreement effective from February 29,
1988 to February 28, 1990 was signed between
the EC and the Republic of Senegal. This agree-

~ ment allowed vessels (including 35 tuna longliners

and 48 tuna seiners) of EC member states to fish
in Senegal’s waters. In return, the EC pays
22.9M ECU to Senegal. The total allowable
catch of fish, cephalopods and shrimp was fixed
at 30,240 metric tons per year. As part of the
agreement, a total of 46,000 tons of tuna caught
by the EC fleets must be landed at Senegalese
ports . The EC will also contribute 550,000 ECU
to further Senegal’s fisheries scientific develop-
ment.48 :

The EC and Guinea have a 3 year agreement
(effective until June 1992) establishing fishing
rights for EC member states’ vessels and financial
compensation to Guinea. The agreement allows
up to 9,000 tons of fish a month for freezer trawl-
ers, plus fishing rights for 40 freezer tuna seiners
and 430 longliners. Up to 10 licences can be
granted to pole-and-line tuna vessels. Financial
compensation to Guinea amounts to 6million
ECU. Shipowners fees are 20 ECU per ton per
year for tuna vessels and longliners. An addi-
tional 500,000 ECU will be contributed to Guinea
to further their fisheries scientific and technical
development.4?

48 “EEC/Morocco accord,” INFOFISH, Mar. 1988,

. 7.

47 “EEC and Comoros .sign agreement”, World
Fi:hingé, Oct. 1988, p. 51.

46 “EEC signs fishing licence agreement with Republic
of Senegal for a total of 30,240 grt, World Fishing, Apr
1989, p. 34. .

49 “EC and Equatorial Guinea establish fishing rights
up to 1992,” World Fishing, Aug. 1989, p. 8.



| Chapter 5
Other Foreign Tuna Industries

The Tuna Industries of Asia

The Asian region has become a major compo-
nent in the global tuna market. Asian countries
are among the leading producers and exporters of
raw and canned tuna, both from traditional and
newly developed tuna producing nations. Fur-
thermore, the prospects for additional growth are
favorable. The traditional Asian tuna producers
are Japan and Taiwan. More recent producers
include Thailand and Indonesia. During recent
years, major shifts have occurred in the relative
importance of each country individually and of
the region as a whole regarding the world tuna
market. A detailed description of the industries
in Thailand, the world’s leading tuna exporter,
and Indonesia, the fastest growing exporter, fol-
lows, as well as a short discussion of the tuna
industries in other Asian countries.

Thailand

Thailand is the world’s leading exporter of
canned tuna and is currently the single largest
source of imported canned tuna in the U.S. mar-
ket. U.S. imports of canned tuna from Thailand
accounted for 71 percent of the quantity and 69
percent of the value of total U.S. imports in
1989, compared with 8 percent of the quantity
and value of total U.S. imports in 1979 (table
3-19). Moreover, U.S. tuna processors have ac-
counted for a large portion of U.S. canned tuna
imports from Thailand since 1985. This relation-
ship began as contractual arrangements for
canned tuna supplies between Thai and U.S.
processors during a period of restructuring in the
U.S. industry. Since then, a Thai tuna processor
has purchased a major U.S. processing firm, and
more than one Thai tuna processor has been pro-
viding U.S. processors with tuna loins, further
reinforcing the ties between the U.S. and Thai
tuna industries.!

Because of the swift growth of the Thai tuna
industry in recent years and its connection with
U.S. harvesters as well as processors, the United
States-Thai relationship in tuna trade is one of
the most significant issues concerning the role of
the U.S. tuna industry in world trade. In addi-
tion, the relatively recent growth of the European
market has provided an opportunity for Thai tuna
exporters to diversify their markets, particularly
those exporters without arrangements with U.S.
tuna marketing concerns.

Tuna has been harvested on a small scale in
Thailand for many years. Although the growth in
world tuna trade has stimulated increased har-
vesting effort, because of limited resources, tuna
harvesting remains limited to a fleet of small

' For a more detailed discussion, see the previous
section on the U.S. industry.

purse seiners operating within Thai-controlled wa-
ters. The canning of tuna in Thailand began in
1972, when a group of Thais and foreign inves-
tors (mostly Australians) undertook to build a
plant to process tuna, that had until then been
exported in frozen form to canneries in Australia
and elsewhere. Since that time, using primarily
imported frozen tuna, the industry has grown
swiftly, yet it remains almost exclusively export-
oriented.

Number and Location of Producers

According to officials of the Thailand Depart-
ment of Fisheries, tuna fishing effort has
increased substantially since the previous Com-
mission tuna study. Specific data are not
available on the number of tuna vessels in Thai-
land. However, there are approximately 1,250
small purse seiners in Thailand, fishing mostly for
tuna and other pelagic species.2 Many of these
Thai purse seiners are involved in joint-ventures
with Indonesia, the Maldives, and the Philip-
pines® In comparison, during the previous
Commission tuna study, Thai industry sources es-
timated the size of the tuna fleet in 1985 to be
about 200 small purse seiners, operating primar-
ily within the Thai 200-mile fisheries jurisdiction
in the Gulf of Thailand and the Andaman Sea.

Currently some 22 tuna-processing (canning)
establishments in Thailand exist, a somewhat
smaller number than the 25 to 30 establishments
reported in the previous Commission study. The
maturity of the Thai tuna canning industry and
ever-increasing competition have forced marginal
firms to stop producing tuna during the past sev-
eral years. Although the number of Thai tuna
canners is large relative to the the number in the
United States, the concentration of output in
Thailand is similar to that in the United States.
According to a submission by the Thai Food
Processors’ Association, the top three firms ac-
count for 70 to 75 percent of the nation’s canned
tuna production: Unicord Investment Co., Ltd.,
and Thai Union Manufacturing Co., Ltd, each
account for approximately 25 to 30 percent; and
Ta Kong Food Industries Co., Ltd. accounts for
about 10 to 15 percent.5 Other significant Thai
tuna canners (at about half the size of Ta Kong)
include Tropical Canning (Thailand) Co., Ltd.,
Pataya Food Industries, Co., Ltd., Kingfisher
Holdings Ltd.,® and B&M Products, Ltd. Several
other smaller firms account for the remaining
share of the industry.

2 Commission staff interview with Bung-Orn Saisithi,
Deputy Director-General, Thailand Department of
Fisheries, Sept. 26, 1990.

3 According to the Thailand Ministry of Fisheries, a
problem has arisen where Thai seiners are being seized
in Malaysian waters in transit from the fishing grounds
to Thailand.

4 Submission by counsel for the Thai Food Processors
Asgolcg'ation. Sept. 14, 1990, p. 5.

id

¢ Kingfisher Holdings Ltd. was formed from Safcol
(Thailand) Limited in 1989 after a license and distribu-
tion arrangement with Safcol Holdings Limited of
Australia was terminated.



Data obtained by Commission fieldwork sug-
gests that this concentration may be somewhat
lower. The top three firms are estimated to ac-
count for about two-thirds of production, the top
eight firms about 85 percent, and the top 20 firms
100 percent.”? :

The bulk of Thai canned tuna processing is
accounted for by the larger firms, which are lo-
cated in the general vicinity of Bangkok.
According to Thai industry officals, there are five
tuna canneries, accounting for about three-quar-
ters of the total Thai canned tuna production,
located in the Samut Sakhon area southwest of
Bangkok.® The remaining canneries are some-
what scattered to the south along the coast.

Capacity utilization rates in Thai tuna process-
ing are difficult to determine, largely because
most of the plants are easily convertible to can-
ning of other (nontuna) products and because
capacity levels are highly dependent on the avail-
ability of frozen tuna supplies and labor. Indeed,
some of the smaller plants are completely con-
verted to other products on a seasonal basis,
when supplies of frozen tuna (mostly locally har-
vested) are scarce. The bulk of the increased
production in recent years has not, however,
been as a result of conversion of nontuna process-
ing capacity, but of construction of new capacity
in the form of large, tuna-oriented processing fa-
cilities. '

According to data provided to the Commis-
sion by Thai tuna processors, it is estimated that
the current productive capacity is about 1,900
metric tons per day (whole fish input basis),

whereas current production is about 1,650 metric -

tons per day, giving a capacity utilization rate of
‘about 87 percent.?

Production Processes and Costs

Production of canned tuna in Thailand is car-
ried out using methods and technology similar to
those employed by U.S. processors. Indeed, the
contractual and equity relationships between U.S.
and Thai tuna packers have directly led to this
situation. The principal differences between Thai
and U.S. production processes lie in the degree of
labor intensity and the application of technology
at certain stages of the production process. In
general, Thai producers utilize a substantially
higher labor content in their tuna production
compared with U.S. producers. This is mainly a
result of widely different wage rates between the
two countries. Specifically, more labor is used in
handling frozen tuna, moving the cleaned loins to

7 Data obtained through Commission interviews with
Thai tuna processors during the week of Sept. 24, 1990.

® Commission staff interview with officials of Unicord
Co. Ltd., Sept. 24, 1990.

® Data provided io Commission staff during fieldwork
in Thailand during the week of Aug. 24, 1990.
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the can filling machines, in filling the retort bas-
kets, and in the labeling and packing operations.
In some canneries, each can is individually
cleaned after removal from the retort. With re-
spect to the overall cost of processing tuna in
Thailand, a general breakout of the share of total
costs accounted for by major cost items was pro-
vided by the Thai Food Processors’. Association
(TFPA) and the Industrial Finance Corporation
of Thailand (IFCT). The following tabulation
shows the cost structure for tuna processing in
Thailand provided by these organizations (data
from the U.S. Embassy in Bangkok, in percent):

TFPA Item Share
- 2 Y 68-78
Cans ... ...ttt e e 6.5-15
Labor ...t e e 5-6
Labels andcartons .................. 1.5-2
Overhead and administration .......... 9.5-10.5
IFCT ltem Share
Fish, cans, spices . .................. 80.4
Labor ..........c i e 5.5
Interest .......... ...ttt 3.6
Energy .......cviitiiriiiiiiiiiianas “ 1.7
Miscellaneous .....................tn 8.8

The share of total production costs accounted
for by frozen tuna varies substantially according
to fish prices. The cost of frozen tuna to Thai
processors, in turn, varies by species and by
country of origin. Unlike U.S. processors, Thai
processors prefer smaller species of tuna, such as
skipjack and. tongol, which have traditionally
been supplied by vessels in local Thai waters, the
western Pacific, and the Indian Ocean and have
therefore constituted the main supply of tuna to
their plants. The skills of Thai tuna cleaners are
better suited for small fish; the relatively high
level of labor involved in cleaning small fish is off-
set by low labor costs. Thus, the spread between
the low prices paid for small fish and the high
prices paid for large fish tends to be smaller in
Thailand than in the U.S. frozen tuna market. In
addition, the price of frozen tuna varies by coun-
try of origin. Generally speaking, it is quality
differences that explain relative prices for frozen
tuna by country of origin. According to industry
sources, the inland location of many processing
plants requires extra handling and transportation;
which makes Thai processors more concerned
about quality requirements than they might be
were the plants located at dockside.

Tongol is a preferred species for canning be-
cause of its light color and its taste. Tongol is
similar in these characteristics to albacore; at-
tempts have been made in the past to allow tongol
to be labeled as white-meat tuna in the U.S. mar-
ket. Thai industry sources report that canned
tongol commands a premium of $1.50-2.00 per
case over other canned lightmeat tuna; conse-



quently, frozen tongol prices are much higher
than the other local species, euthynnus.

The following tabulation shows average prices
. of domestically caught frozen tuna in Thailand (in
dollars per metric ton, data from the Thal Food
Procesors’ Association):

Price
Year Tongol Euthynnus
1986 ................ 799 586
1987 .......ciiiiinnn 972 645
1988 ................ 1,107 684
1989 ................ 961 545

Prices vary as well according to the size of
fish. In 1989, one Thai tuna processor reported
the prices shown in the following tabulation (data
- from a submission by the Thai Food Processors

Association, in dollars per metric ton):

Species Size range Price
Skiplack ............. 0-3 bb. 560
“ et 3-4b. - 680
“ T e, 4-7.5b. 840
“ e e 7.51b. up 890
Yellowfin ............. 7.5-20 Ib. 1,017
............. 20 Ib. up 1,130

Thai tuna processors enjoy a substantial labor
cost advantage compared with U.S. processors.
Thai wage rates are quite low compared with U.S.
wage rates: a starting cannery worker in Thailand
earns 90 baht (about $3.50) for an 8-hour work-
day, a minimum wage set by .the Thai
government.'® Several Thai industry sources re-
ported that the average daily wage in tuna
canneries is about 100 baht (about $3.90); non-
wage labor costs for processors add another
30 baht (about $1.18) per worker per day, for a
daily labor cost of about $5.10 per worker. Fur-
thermore, minimum wages in remote areas are
even lower and range from 74-84 baht/day
~ (82.90-3.30).M

Although wage rates are considerably lower,
Thai processors assert that labor productivity in
Thai tuna processing is considerably lower than in
the United States, partially offsetting the cost ad-
vantage of low wage rates. Several Thai
processors reported that the number of man
hours required to produce a case of tuna was 2 to

3 times greater than the average U.S. levels.2

This results from a number -of factors, including a
higher degree of labor intensity in Thai canneries,
the greater amount of labor utilized in double
cleaning of loins for higher quality export markets
in Canada and Europe, the greater variety of

19 Commission staff interviews with several Thai tuna
;gmpany officials in Bangkok during the week of Sept.

' Submission by counsel for the Thai Food Proces-
sors’ Association, Sept. 14, 1990, p. 10.

2 Commission staff interviews with officials of several
Thai tuna companies in Bangkok during the week of
Sept. 24, 1990.

pack types for a large number of export markets,
and the generally lower scale of production com-
pared with U.S. processors. Several Thai
industry officials stated that their firms are at-
tempting to lower labor intensity and have been
taking steps to increase mechanization in their
plants.

Financial Experience

Industry-wide data on the financial experi-
ence of the Thai canned tuna industry are not
available. However, information from various
sources suggest that the industry generally has ex-
perienced positive net returns during the 1980s.
Indeed, the relatively swift expansion of the in-
dustry is but one indication of this. During the
previous Commission investigation, the Thai tuna
canning industry claimed that profit margins were
in the range of 1 to 2 percent (net return on
sales).’® In a recent published article, the largest
Thai tuna firm reportedly experiences profit mar-
gins in the range of 3 to 4 percent, with an
additional 2 percent margin from the sale of tuna
byproducts.'* The article also reports that the
firm experienced positive net profits during 1987
and 1988. In addition, other major Thai tuna
canners recently reported that they have experi-
enced positive net returns in recent years.'s

Production and Trade

Although the harvesting sector of the Thai
tuna industry is relatively small, -its output has
been growing in recent years, as shown in the fol-
lowing tabulation (data from the U.S. Embassy in
Bangkok, in metric tons):

Period Harvest
1982 ... i e e 49,307
1983 ... i i 85,820
1984, . ... e it 76,838
1985 ... et 86,881
1986, .. ..ottt e i e, 93,772
1887 .. et e 102,619
1988 ... i e e 146,375

The. Thai tuna harvest nearly tripled during
1982-88. The tuna species harvested by Thai
fishermen are tongol and euthynnus; it is esti-
mated that approximately 60 to 70 percent of the
catch is tongol and 30 to 40 percent euthynnus.®
Of the 1988 total of 146,375 metric tons caught
by Thai-flag vessels, 97,925 metric tons was ton-
gol and 53,450 metric tons was euthynnus.'?

13 U.S. International Trade Commission, Competitive
Conditions in the U.S. Tuna Industry, USITC Publica-
tion 1912, Oct. 1986, p. 86.

'¢ Article in the Bangkok Post, May 14, 1990, p. 24.
Article reproduced in post hearing brief of StarKist
Seafood Co., app. D.

'8 Commission staff mtervxews with officials of the
T9h;6 tuna canning industry during the week of Sept. 24,
1990.

¢ Submission by counsel for the Thal Food Proces-
sors’ Association, Sept. 14, 1990, p.

17 Commission staff interview with Bung -Orn Saisithi,
Deputy Director-General, Thailand Department of
Fisheries, Sept. 26, 1990.
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Most of the harvest is. used by domestic tuna
canneries, with small amounts reportedly con-
sumed in the domestic market in smoked, dried,
or fresh form, or exported to the Japanese
sashimi (raw) market. In addition to the fish
catch in local waters, the Thailand Department of
Fisheries reported that a substantial amount of
tuna was harvested by joint venture operations.

Imports provide the bulk of Thailand’s supply
of frozen tuna. The following tabulation shows
Thai imports of frozen tuna during 1986-89 (in
metric tons, data submitted by the Thai Food
Processors’ Association):

Year Imports
1986 .o 205,378
1987 ittt 195,246
1988 Lot e 275,268
1989 ..ttt 324,688

Thai imports of frozen tuna increased 58 per-
cent during the period, reflecting the substantial
growth of the canned tuna industry. Table 5-1
shows Thai imports of frozen tuna, by source,
during 1988 and 1989. In 1989, Taiwan was the
leading supplier of Thai imports of frozen tuna,
accounting for 19 percent of the total. Thai im-
ports from the United States was relatively stable
at about 40,000 metric. tons annually during the
period. The U.S. fleet began supplying frozen
" tuna to Thailand in 1984 as a result of copacking
arrangements between U.S. and Thai tuna pack-
ers. The level of such supplies began at about
30,000 metric tons in 1984 and has leveled to
about 40,000 metric tons currently. Thai tuna
packers have been diversifying their sources of
frozen tuna supplies in recent years because of
substantial increases in raw material requirements

and in order to lower risk in supply and price .

fluctuations.

Thai industry estimates of the industry’s pro-
duction of canned tuna during 1986-89 are
presented in the following tabulation (data sub-
mitted by the Thai Food Processors’ Association,
in metric tons):

Table 5-1

Frozen tuna: Thal imports, by sources, 1988-89

Year Production
i986 ............................. 141,950
1987 o i e S 144,980
1988 ... . i 200,960
1989 ...t e 225,108

Thai production of canned tuna increased
59 percent during 1986-89; such production in-
creased 39 percent in 1988 alone. Factors which
influenced the escalation in production during
1988 and 1989 include the purchase of Bumble
Bee Seafoods by Unicord, a rise in copacking or-
ders from other U.S. tuna processors, and a
substantial growth in the European canned tuna
export markets, particularly the United Kingdom
and West Germany. Although data are not avail-
able on the type of pack, production is believed
to be mostly water pack. Virtually all of
Thailand’s exports to the United States, which ac-
counts for about one-half of total exports, is
packed in water. In addition, water pack prod-
ucts are gaining in popularity in Europe, which is
Thailand’s second leading export market. Pro-
duction of oil-packed tuna is also significant,
however, and this is shipped primarily to the
European market. Production by container size
is split fairly evenly in the larger plants between
the retail- and institutional-size containers.8

Virtually the entire Thai output of canned
tuna is exported, since the domestic market is in-
significant. -~ Thai tuna producers report that
consumers’ preferences and lifestyles that favor
convenience need to develop before the domestic
demand for canned tuna becomes a factor. In
addition, canned tuna is a relatively high-price
food item, and increases in consumption depend
on rises in disposable incomes in Thailand.'® The
domestic market reportedly accounts for about
one percent of production.20

' Commission staff interviews with Thai tuna proces-
sors during the week of Sept. 24, 1990.

' Ibid.

20 U.S. Department of State, report from the U S.
Embassy, Bangkok, Aug. 21, 199

(In metric tons)

Source " 1988 1989
-1 T T 32,232 63,303
- T Y- 1o N O 71,382 48,458
United States ...................... e e e e 40,486 40,291
- L (=L T PP 17,625 29,222
g T E- T T T - 16,750 25,438
T Y T 4,862 24,160
SOYChBIIBS ... .. i i i i et i e e et et 13.633 17,686
T e - - A O 15,851 17,109
Indonesia ........... .ottt e et eee ettt 16,304 13,954
o= T U 13,275 11,871
(T T 30,268 31,950
1= (P 272,668 323,442
' Not avallable.
Source: U.S. Department of State, report from the U.S. Embassy, Bangkok, Aug. 21, 1990.
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Thai exports of canned tuna are shown in ta-
ble 5-2. Such exports increased 59 percent
during 1986-89. Although the major market
continued to be the United States during the pe-
riod, the U.S. share of total Thai canned tuna
exports shrunk from 56 percent in 1986 to
45 percent in 1989. Export market shares in-
creased for the EC and Scandanavian countries
as well as for smaller markets in Asia (Japan, Ma-
laysia), Australia, and the Middle East.

In addition to producing and exporting
canned tuna, Thailand has increased the produc-
tion and export of tuna loins. Although loining is
relatively new, Thailand has aggressively devel-
oped markets in the United States, Japan, and
Europe. Thai packers currently export frozen,
cooked loins to these markets, as well as frozen
uncooked loins to Japan and certain European
countries (mainly France). Trade sources report
that certain processors, especially in the United
States and Europe, can realize substantial cost
savings by importing loins.2' Consequently, such
exports are expected to increase substantially in
coming years. Presently, Unicord Co., Ltd. is
shipping frozen loins from its cannery to a plant
operated by its subsidiary Bumble Bee in Califor-
nia which is dedicated to processing loins. In
addition, Thai Union has recently built a new
plant that is dedicated, in large part, to producing
loins for export.

Thai tuna exporters stated that the U.S. tariff
- rate quota on canned tuna packed in water af-
fects production and marketing decisions in the
Thai tuna industry.22 After the quota is filled,
Thai exporters claim they have to lower their
price 6.5 percent because their buyers will not ab-
sorb any of the duty increase. As a result, the
Thai industry scrambles for frozen tuna during
the last quarter of the year in order to pack for
" orders to be entered in the U.S. early the next
year to take advantage of the below-quota tariff
rate. This causes short-term fish prices to in-
crease, which significantly raises production costs.
In addition, this causes labor disruptions, as more
workers are hired to increase production and are
then laid off after the quota is filled. For canner-
ies that export a greater share to Europe, this
situation does not have as much of a direct effect
on them. However, according to Thai canned
tuna exporters, European customers often wait
-until February or March to buy from them be-
cause the customers anticipate that the Thai
canners will have excess inventories after the tar-
iff quota in the U.S. is filled and prices likely will
drop. '

21 Commission staff interviews with several Thai tuna
processors during the week of Sept. 24, 1990.

‘2 Commission staff interview with members of the
Thgai Food Processors Association, Bangkok, Sept. 25,
1990.

Government Involvement

According to the information made available
to the Commission’s staff by Thai Government of-
ficials and industry representatives, Government
involvement in the tuna industry in Thailand
mainly consists of activities regarding tuna har-
vesting and various forms of assistance available
to Thai exporters. Indeed, a Thai industry offi-
cial addressed the issue of subsidies and dumping
at an international tuna conference, asserting the
absence of these practices in the Thai canned
tuna industry.23

The substantial increase in domestic tuna har-
vesting activity in Thailand waters has made it
necessary for the Government to closely monitor
the state of such fisheries. The resource is be-
lieved to be substantially fished to capacity, and
little long-term growth in tuna harvests within
Thai waters is likely to occur. Although there are
no catch limits on tuna, there is a minimum fish
size limit for all fish species. Officials of the Thai-
land Department of Fisheries believe the nation’s
tuna resources are fully exploited, and are not en-
couraging any further growth of the tuna fleet
within Thai waters. However, efforts are cur-
rently being made to build or obtain a large tuna
purse seine vessel to train Thai fishermen in order
to develop a distant water tuna purse seine fleet
to supply Thai tuna canners.24 In May 1990, the
Thai Government approved a plan to build a tuna
purse seiner in the 800 to 1,000 ton range; a
budget of 400 million baht (approximately $15
million to $16 million) will be provided.25

The Thai Government also assists in negotiat-
ing joint ventures with other countries. Joint
ventures with other nations, particularly in the In-
dian Ocean region, are increasing.

- The Board of Investment (BOI) provides as-
sistance to various Thai industries, including the
tuna canning industry. The BOI administers two
types of programs—nontax incentives and tax in-
centives. Tax incentives include tax (duty)
exemptions on imported machinery, income tax
holidays, and tax (duty) exemptions on imported
raw materials. The BOI currently is considering
the elimination of the duty exemptions on im-
ported machinery since Thailand is reducing
tariffs from 30 percent to 5 percent ad valorem.26
Income tax holidays are no longer in effect for
the tuna industry—this expired in 1987 when the
Government determined there was sufficient ca-
pacity in the industry and no need for further .

2 Dumri Konuntakiet, “Trade in Canned Tuna: A
Factual Account,” Proceedings of INFOFISH Tuna
Trade Conference (Bangkok: INFOFISH, Feb. 25-27,
1986), p. 144.

24 Commission staff interview with Bung-Orn Saisithi,
Deputy Director-General, Thailand Department of
Fisheries, Sept. 26, 1990.

2% U.S. Department of State, report from U.S.

- Embassy, Bangkok, Aug. 21, 1990

26 Raw tuna is duty free.
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Table 5-2

Canned tuna: Thai exports, by markets, 1985-89

Market 1985 1986 1987 1988 1989
Quantity (metric tons)
North America: )
United States . ............. 59,249 79,466 96,002 100,728 101,413
Canada ................... 3,002 8,493 12,881 6,415 10,716
Total, North America ..... 62,251 87,959 108,883 107,143 112,129
Eué%pe:
United Kingdom .......... 5,590 19,789 19,673 30,441 38,527
West Germany ........... 7.415 11,241 12.675 15,435 14,274
Netherlands ............. 1,569 3,551 4,712 5,016 5,762
Denmark ................ 1,311 2,522 2,028 3,186 3,481
Belgium ................. 306 548 670 1,215 1,015
ftaly ...........ccouvnel, 54 257 478 (3) (2)
France ................. 59 219 138 ] ]
Total, EC ............... 16,304 38,127 40,374 565,293 63,059
Other Europe:
Finland ................. 1,103 1,868 3,596 ‘5,436 4,265
Sweden ................. 982 1,551 2,817 3,138 4,301
Switzerland .............. 386 222 290 3,173 3,864
Total, other Europe ..... 2,47 3,641 6,703 11,747 12.430
Total, Europe ........ 18,775 41,768 47,077 67,040 75,489
Asla:
Malaysia .................. 2,759 3,212 3,347 3,407 7,265
Singapore ................. 430 2,015 1,731 2,553 1,887
Japan ........... 000000 336 989 1,219 2,614 3,930
HongKong ................ 38 0 318 (2) (2) -
Total, Asla ............ 3,563 6.216 6,615 8,574 13,082
Oceania:
- Australla .................. 1,635 . 2,548 3,468 4,919 6,530
New Zealand .............. 23 104 68 : (2) (3)
Total, Oceania ......... 1,658 2,652 3,536 - 4,919 6,530 -
Allother .................... 887 3,164 5,869 13,291 17,893
Total, world ........... 87,134 141,758 171,980 200,967 225,123
Value (1,000 dollars)
North America: :
United States . ............. 115,254 156,337 148,046 251,900 235,700
Canada ................... 6,746 .20,972 35,143 21,900 37,800
Total, North America ... 122,000 177,309 183,189 273.800 273,500
Equpe:
United Kingdom .......... 10,657 41,122 43,447 - 81,100 88,500
West Germany ........... 13,835 20,232 22,649 33,000 27,400
Netherlands ............. 3,367 7,590 10,724 13,100 14,100
Denmark ................ 2,638 5,224 4,240 7.800 7,700
Belgium ................. 575 1,008 1,283 (2) (2)
taly ............couhenn 99 481 933 (3) (3)
France ................. 519 153 354 (?) (2)
Total, EC ............. 31,690 75,810 83,630 135.000 137,700
Other Europe: .
Finland ................. 1,937 3.656 7,239 12,200 12,700
Sweden ................. 1.906 3,375 6,347 8,400 10,500
Switzerland .............. 908 513 679 (2) (2)
Total, other Europe ..... 4,831 7,544 14,265 20,600 23,200
Asl Total, Europe ........ 36,521 82,554 97,895 155,600 160,900
sia: -
Malaysia .................. 5,932 6,625 8,157 9,000 19,100
Singapore . ................ 937 4,531 4,071 7.000 4,700
Japan .................... 329 1.417 2,871 8,000 11,500
Hong Kong ....... EEEEETEE 84 222 673 (3 (3
Total, Asla .............. 7,282 12,795 15,772 24,000 35,300

See footnotes at end of table.
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Table 5-2—Continued
Canned tuna:

Thai exports, by markets, 1985-89

7

ty (metric tghé)

Quanti
Market 1985 1986 o 1987 1988 1989
" Value (1,000 dollars)
Oceania: ) :
Australia .................. 2,946 5,130 3 7,189 13,100 14,100
New Zealand .............. 19 229 180 2) (2)
Total, Oceania ........... 2,965 5,359 7,369 13,100 14,100
Allother ............... ..., 1,783 5,623 12,795 46,500 70,800
Total, world ............. 170,551 283,640 317,020 513,000 537,300
Unit value (Per metric ton)
North America:"
United States . ............. $1946 $1968 $1543 $2501 $2325
Canada ......... e 2248 2470 2729 3414 3528
Total, North America ..... 1960 2016 1683 2556 2440
Europe: :
EC:
United Kingdom .......... . 1907 2079 2209 2665 2298
West Germany ........... 1866 1800 1787 2138 1920
Netherlands ............. 2146 2138 2276 2612 2448
Denmark .............. .. 2013 2072 2091 2449 2213
Belgium ................. 1880 1840 1915 (2) (2)
Raly ..., 1834 1872 1952 (2) (?)
France ................. 2594 2370 2566 (3) (2)
Total, EC ............. 1944 1989 2072 2442 2184
Other Europe:
Finland ................. 1757 1958 2014 2215 2978
Sweden ................. 1941 2177 2254 2677 2442
Switzerland .............. 2353 231 2342 (2) (2)
Total, other Europe ..... . 1956 . 2072 2129 1754 1866
Total, Europe ........ 1946 1977 2080 2321 2131
Asla:
Malaysia 2151 2063 2438 2642 2630
Singapore . ... . 2180 2249 2352 2742 2491
Japan ....... ... . i, ) 983 1433 2356 3061 2927
HongKong ................ 2211 2156 2117 (?) (2)
Total, Asla .............. . 2044 2059 2385 2799 2698
Oceania:
Australia .................. 1802 2014 2015 2664 2160
New Zealand .............. 827 2202 2648 (2) (3)
Total, Oceanla........... 1789 2021 2084 2663 2159
Allother .................... 2011 1778 2181 3499 3975
Total, world ............. 1958 2001 1844 2553 2387
Unit value (Per standard case)
North America:
’ United States .............. $17.12 $17.32 $13.58 $22.01 20.46
Canada .............c.c... 19.78 21.74 24.02 30.04 31.05
Total, North America ..... 17.25 17.74 14.81 22.49 21.47
Europe: :
EC: o
United Kingdom .......... 16.78 18.30 19.44 23.45 20.22
West Germany ........... 16.42 165.84 16.73 18.81 16.90
Netherlands ............. 18.88 18.81 20.03 22.99 21.54
Denmark ................ 17.71 18.23 18.40 21.55 19.47
Belgum ................. 16.54 16.19 16.85 (2) (2)
faly ......cciivininiann, 16.14 16.49 17.18 (?) (2)
France ................. 22.83 20.86 22.58 () (2)
-Total, EC ............. 17.11 17.50 18.23 21.49 19.22
Other Europe:
Finland ................. 15.46 17.23 17.72 . 19.49 26.20
Sweden ................. 17.08 19.16 19.84 23.56 21.49
Switzerland .............. 20.71 20.34 20.61 (3 (2)
Total, other Europe ..... 17.21 18.23 18.74 15.44 16.43
Total, Europe .......... 17.12 17.40 18.30 20.43 18.76

See footnotes at end of table.
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Table §-2—Continued
Canned tuna: Thai exports, by markets, 1985-89

Quantity (metric tons)

Market 1985 1986 1987 1968 1989
Unit value (Per standard case)
Asla: '
Malaysia .................. $18.93 $18.15 $21.45 $23.25 $23.14
Singapore 19.1 19.79 20.70 24.13 21.92
Japan .................... 8.65 12.61 20.73 26.94 25.76
HongKong ................ 19.46 18.97 18.63 (3 (2)
Total, Asla .............. 17.99 18.12 20.99 24.64 23.75
Oceania: .
Australia .................. 15.86 17.72 17.73 23.44 19.01
New Zealand ..... . 7.28 19.38 23.30 (2) (2)
Total, Oceanla 15.74 17.78 18.34 23.44 19.01
Allother .................... 17.70 15.65 19.19 30.80 34.83
Total, world ............. 17.23 17.61 16.23 22.47 21.01

' Includes Luxembourg.
2 Not avallable.

Source:
Agriculture and Cooperatives, Bangkok.

development. However, the Thai Government is
looking to provide incentives for industries to re-
locate from the congested central (around
Bangkok) and eastern districts to more remote
areas. New guidelines for tax incentives under
the 7th National Economic and Social Develop-

ment Plan are scheduled to be developed before _

the end of 1990. Tax holidays may be reinstated
for the tuna industry in the southern region, and
the BOI is accepting applications from firms will-
ing to relocate there.
generally available to all industries, benefits are
awarded on a selective basis, either by industry or
by individual firms within an industry, after BOI
review. Further details on these programs are
contained in “A Guide to Investing in Thailand,”
published by the BOI.27

Nontax incentives are also provided by the
BOI. Thai exporters of canned tuna may obtain
packing credits from the Government as a means
of assisting in financing such activity. When an
exporter receives a bona fide order for its prod-
uct, it can obtain in advance from the Board of
Investment an amount up to 80 percent of the
letter of credit at a reduced interest rate (about
9.5 percent as of late 1990).28 This assists the
exporter in financing the production and the ex-
port of the product, which would otherwise need
to be paid for as it occurs. Reimbursement from
the foreign buyer would occur on or after delivery
of the order. Upon receiving payment from the
buyer, the exporter pays back the borrowed funds
from the Government. Thus, the packing credit
serves as a low-interest loan for working capital.
As is the case with tax incentives, packing credits
are available to a wide variety of Thai industries.

27 Commission staff interview with Pongsak
Angsupun, Director of the Project Analyses Division,
Board of Investment, Bangkok, Sept. 25, 1990.

20 Commission staff interview with officials of Thai
Union, Bangkok, Sept. 24, 1990.
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Although the program is -

Complled from various annual issues of Fisheries Record of Thailand, Department of Fisheries, Ministry of

Indonesia

Indonesia is one of the world’s fastest growing
canned tuna producers and exporters. Indone-
sian exports of canned tuna to the U.S. market
were virtually nonexistent a decade ago. By
1989, Indonesia accounted for nearly 7 percent

‘of total U.S. canned tuna imports (table 3-19).

Indonesia is similarly increasing its share of Euro-

pean canned tuna imports.

Although the Indonesian tuna industry cur-
rently accounts for a relatively minor share of
total world production of and trade in canned
tuna, it has the potential to become a major par-
ticipant in the world canned tuna market.
Indonesia posseses many advantages over other
tuna producers, mainly access and proximity to
tuna resouces and a huge, relatively low cost labor
force. In addition, the recent acquisition of the
U.S. tuna processor, Van Camp, by the Indone-
sian firm P.T. Mantrust gives Indonesia access to
improved technology and a large and stable mar-
ket.

Number and Location of Producers

Data are not available on the number of tuna
vessels in Indonesia. The harvesting sector con-
sists of relatively small vessels that primarily
employ pole-and-line methods; these vessels gen-
erally harvest several species in addition to tuna.
In 1989, there were approximately 123,000 mo-
torized fishing vessels and 224,000 fishing vessels
without motors in Indonesia.?® The Indonesian
fleet is extremely widespread, as the country com-
prises the world’s largest archipelago.  Until
recently, the Indonesian tuna harvesting sector
emphasized exporting fresh and frozen tuna
rather than utilizing the catch for a domestic can-
ning industry.

2 U.S. Department of State, report from the U.S.
Embassy, Jakarta, Aug. 22, 1990.



It is believed that there are seven tuna can-
neries in Indonesia, with an estimated total
capacity of about 300 metric tons per day (frozen
tuna input basis).3® These canneries are believed
‘to be located throughout the Indonesian archipel-
ago, with producuon concentrated on the island
of Bali and in the eastern part of the island of
Java.

Indonesian canned tuna production currently
is dominated by one firm, P.T. Mantrust
(Mantrust). The company is one of the world’s
largest producers of mushrooms as well as baby
corn, fruits, dairy products (mainly powdered
milk), soft drinks (Pepsi franchise for Indonesia),
beer (Anchor brand), beef, and fish products,
among others. The firm also holds a manufactur-
ing license for Adidas in Indonesia (apparel,
shoes), and produces consumer electronic prod-
ucts under the Telesonic label. Canned tuna
accounts for less than 5 percent of the firm’s total
revenue, but is reportedly an important and grow-
ing part of Mantrust.

Mantrust’s tuna operations include two fishing
fleets under the subsidiary P.T. Nelayan Bahkti, a
cannery in east Java under the subsidiary P.T.
Blam Bangan Raya, a cannery in Bali under the
subsidiary P.T. Bali Raya, and a recently acquired

“cannery on the island of Biak.

According to Mantrust OfflClalS. the Indone-

sian canned tuna industry is about § years old.

The industry is still in its early stages of develop-
ment and has much room to improve. A major
problem exists in the Indonesian industry because
of the geographically diffuse fleet and canning
plant locations and the logistics of the distribution
of fish and cans. The industry currently is pro-
ducing at a relatively low capacity utilization rate,
since it generally packs tuna in response to indi-
.vidual orders on a relatively small scale basis.

P.T. Mantrust recently purchased Van Camp'

seafoods.3 With this purchase, Mantrust imme-
diately- obtained the technology and marketing
network to enable it to expand production and
trade.

Production Processes and Costs

Since the purchase of Van Camp by
Mantrust, the bulk of Indonesian tuna processing
is carried out using methods and technology simi-
lar to those employed by U.S. processors. As in
Thailand, the principal differences between Indo-
nesian and U.S. production processes lie in the
degree of labor intensity and the application of

" technology at certain stages of -the production
- process. Indonesian producers utilize a substan-
.tially higher labor content in their tuna

% Commission staff interview with ofﬁcxa]s of P.T.
Mantrust, Denpasar, Oct. 2, 1990.

¥ Ibid.

32 See previous section on the U.S. industry for a
. discussion of the acquisition.

production compared to both their U.S. and Thai
counterparts. This is mainly a result of widely
different wage rates among the countries and of
the relatively low level of technology and small
scale of production currently in Indonesia. Spe-
cifically, more labor is used in handling frozen
tuna, moving the cleaned loins to the can filling
machines and in the labeling and packing opera-
tions.

The Indonesian tuna harvesting sector oper-
ates using relatively low levels of capital, as most
of the tuna vessels are small and constructed of
such materials as fiberglass. In addition, most of
the vessels fish relatively close to shore using
pole-and-line methods and do not utilize sophisti-
cated (and expensive) machinery such as
refrigerated fish wells, speedboats, and helicop-
ters (as do large, capital-intensive purse seiners).
Thus, the cost structure of the Indonesian tuna
fleet is likely lower than most other fleets and
shows likely a higher labor component.. Detailed
production cost data are not available for raw or
canned tuna in Indonesia.

However, data on cost structure were pro-
vided to Commission staff by one Indonesian tuna
canner.® In general, the cost structure is in line
with other major tuna producing countries. The
share of total costs accounted for by frozen fish is

" somewhat higher in Indonesia than in Thailand

and the United States. Likely factors are the
higher share of institutional-sized packs in the
product mix and the significantly small scale of
production compared with other countries.34

As frozen tuna and labor are two major cost -
items, prices of these inputs provide an indication .
of the cost structure. However, data are not
available on frozen tuna prices in Indonesia. In
fact, much of the frozen tuna utilized by larger
canneries are contracted and tied to loans made
by the canners to the vessel owners.3 Neverthe-
less, Indonesian industry members have stated
that the prevailing international spot market price
is used when purchasing fish from Indonesian
boats.38

Labor costs to Indonesian canners are based
on government-mandated minimum wages. On
the island of Bali, the minimum wage rate cur- -
rently is 2,700 rupiah per day (about $1.45); the
average monthly wage for a cannery worker is

% Commission staff interview with officials of P.T.
Bali Raya, Denpasar, Oct. 2, 1990. The actual data are
propnelary and, therefore, cannot be specifically di-

vulged

}. The institutional pack comprises a substantiall
greater fish content compared with the retail pack.
addition, larger scale production allows fish costs to be
lowered on a unit basis, since larger volumes can be

‘purchased.

3 See the discussion in the following section on
government involvement.

%% Commission staff interview with officials of P.T.
lB;;lORaya and P.T. Nelayan Bhakti, Denpasar, Oct. 2,
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about 150,000 rupiah per month (about $80).
On Java, the average cannery worker’s wage rate -

is significantly’ lower, -at 1,500 rupiah per day
(about 80 ‘cents), which is above the minimum

wage rate. Benéfits vary'by location and may in-
clude free lunch, onsite medical care, and
uniforms. . : :

As was the case with the Thai industry, Indo-
nesian processors assert that labor producuvny in
their plants is consnderably lower than in the
United States (and in Thailand), partially offset-
ting the cost advantage of low wage rates.
Productivity in Indonesian plants is reportedly less
efficient than in Thai canneries, which in turn are
reportedly less efficient than.in U.S. facilities.37
This results from a number of factors, including a
higher degree of labor intensity in Indonesian (as
in Thai) canneries, the greater amount of.labor

utilized in double cleaning of loins' for higher

quality export markets in.Canada -and Europe,

and the generally lower scale of production com-

pared with that of U.S. processors. In addition,
the Indonesian tuna labor force is relauvely un-
skilled compared with those in other major
canned tuna producing countries, as the industry
is relatively new. Indonesian.industry officials
stated that attempts are ‘being made to lower labor

intensity and to mcrease mechamzatlon in thelr.

plants

Fmancnal Experlence

Data are not availablé on the f1nanc1al experi-

ence of the Indonesian tuna industry. However,
according to Indonesian industry sources, “long-
term” return on sales are in the .1 to 2 percent
range.38 The industry is -relatively new, . and
trends in financial expenence are not yet well es-
tablished. : :

Productnon and Trade

Table 5-3 shows Indonesnan landmgs of tuna

dnrmg 1985-88. Such landings increased mark-
edly during the period, by 38 percent. Skipjack is
the predominant species landed and accounted

a7 Commlssnon staff mlervnews with ofﬁcnals of
Indonesian tuna representatives, Denpasar, Oct. 2,
1990. The number of ‘man hours required to produce a-
case of tuna was reported to be on an order of magnitude
greater than the average levels in the United States.

3% Commission staff interviews with members of the
Indonesian tuna industry, Oct. 2, 1990.

Table 5-3

for 69 percent of total landings in 1988 (the lat-
est year for which data are available). An
increase in the fishing effort spurred by a combi-
nation of rising demand in world fresh. tuna
markets and in the domestic canning market led
to the rise in Indonesian tuna landings.

Indonesian exports of fresh and frozen tuna
during 1986-89 are shown in table 5-4. Total
exports rose irregularly during the period and
peaked in 1988 at 41 million metric tons. Fro-
zen tuna is the predominant product form,
accounting for about three-quarters of total fresh
and frozen tuna exports in 1989. The primary
markets, by far, were Japan (about two thirds of
the total quantity in 1989) and Thailand (29 per-
cent). . Fresh tuna exports rose substantially
during the period, reflecting increased Japanese
demand for fresh yellowfin and bigeye for the
sashimi market. Frozen tuna exports declined
somewhat during the period; this is believed to be
the result of increased demand by domestic can-
ners.

Data on Indonesian production of canned
tuna are unavailable. However, virtually all pro-
duction is exported. According to an Indonesian
tuna industry official, the domestic market for
canned tuna is very small. The development of

‘the domestic market depends on the growth of

the middle class and'a change in consumers’ eat-
ing habits. In addition, since canned tuna is still

" a relatively expensive food item, incomes must

rise for canned tuna consumption to rise in Indo-
nesia 39 ' :

_ The Indonesian canned tuna output is mostly
water pack (for the U.S. market), and is over- -
whelmingly chunk-style.40

Indonesian exports of canned tuna dunng
1987-89 are shown in table: 5-5. Such exports
increased nearly 400 percent during the period to
a total of 20,821 metric tons, valued at $39 mil-
lion, in 1989. The United States was the primary
market, accounting for 59 percent of the quantity
of such exports in 1989. Other major export
markets include the major EC canned tuna im-
porters (the Netherlands, the United Kingdom,

3 Commission staff interview with Mr. Amang
Sukandar, Director of Export Marketing, P.T. Mantrust,
Denopasar, Oct. 1, 1990. .

Telephone interview with an official of the Van
Camp Seafood Co., Oct. 26, 1990.

Tuna: Indonesian landings of tuna' and sklp]ack by species, 1985-88
(In metric tons)

Species o ] 1985 1986 1987 - 1988

TUNA .. e e e 33,672 39,503 40,505 52,234

Skipjack ......... ... o il e e 87,448 86,118 102,559 115,360
Total (.. i i e 121,120 125,621 143,064 167,594

' Includes mainly yellowfin and bigeye.
Source:
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Table 5-4 ‘
Fresh and frozen tuna: Indoneslan exports, by principal markets, 1986-89

Market 1986 " 1987 1988 1589

Quantity (metric tons)

Fresh:

JaAPAN ... e e 846 ’ 1,736 (") 7,400
Thalland .......c.covriiinencnenonrncnnennens 1,500 430 (') 0
SINGAPOre . ......ovvveiiiieirrnrirrinarenses 1 6 (") 834
TalWaN ... .. iir it e e 0 0 " 219
United States .. ........ovvevrveenrenraneenss 22 139 ") 384
Allothers .............c.ociiiiiiiiiinan, 0 0
Total, fresh ... .......ccccvvvnivninenrcnans 2,369 . - 2,311 (*) 8,858
Frozen: .-
JAPAN ... ... e e 7.205 14,164 (¢ 16,130
Thalland ........ccoiveieinenneonrnnerianeas 14,654 17,016 (") 10,5612
SINgapore ..........oonveenneons e 0 200 - (") 693
TaWaN ...ttt i e e 0 0 ') 88
United States ..............coviiirnennnennn 8 304 1) 4
Allothers ................ ... 0.0, EEEERERY 0 0 (") 0
Total, frozen ...........cccceenennerasea.. 21,867 31,684 (') 27,426
Total, freshand frozen ...................... 24,236 33,995 40,753 36,284
Value (1,000 dollars)
Fresh: -
JAPAN ... i it i 1,384 4,380 ! 1
Thalland ..........ciiiiiiiiineiirnenenennans 815 ) 321 ! 1
SINGapore ..........ciiiiiihiiiriiiieainen - 2,930 ) 4 ! 1
TalWan ... ...ttt i e 0 0 ! !
United States . ...........cciveivininencnsans 60 432 1 1
Allothers ................cciiiiiiiiininnenn 0 . -0 ! 1
Total, fresh . .........ccovviiiniiuinruanans 5,189 : 5,137 (") "
Frozen: : ’
T - 7,032 14,822 ¥ !
Thalland ..........coiiiiniinnnninonneennn 8,213 ~ 10,610 ! !
Singapore ............c.c0i0iinnne P 0 o 150 ! 1
Talwan . ... .. i i it i e 0 . 0 1 1
United States . ..............coivieiinninnenn 23 239 ! 1
Allothers .................... P 0 0 ! !
Total, frozen.......... SUDURUR e 15,868 25,822 (") (")
Total, fresh and frozen ...................... 21,057 30,959 (") ")
Unit value (Per metric ton)
Fresh:
B0 T - T P $1,636 ’ . 82,523 $( $(
Thalland ........ ... it iiiiiiiiiiinenennnns 543 747 1 !
SINgapore ........ ...t i 2,930 667 1 1
Talwan ..........iiiiiiiiiiii i i (2 . {3) 1 1
United States .. ................ e 2,72 3,108 ! !
Al others ......... e e (2) &) ' '
Average, fresh ..................... ..., 2,190 2,223 (") (")
Frozen: .
Japan ............ N PPN 976 1,046 ' '
Thalland ...ttt innrnenns 560 - 624 N !
SINQGaPOre .......ccciiiiiiiiii et e (2) (2 ' 1
Taiwan .......ciiiiiiniiiiiiiiiae, e (2) 0 (3) - ' 1
United States . 288 786 ' 1
Allothers ..............coiiiiiiiiiiinnnen.. ) (3. ] - (?) ! 1
Average, frozen............ e - 726 - 815 " (")
Average, freshand frozen ................... - 869 o ("} M

! Not avallable.
2 Not meaningful.

Source: Infofish Trade News, Nos. 2/89 and 7/89, Kuala Lumpur, Malaysia.
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Table §-§

Canned tuna: Indonesian exports, by principal markets, 1987-89

Market 1987 1988 - 1989
Quantity {metric tons).
United States ...........ceiieieiinrioereeneroonsnrnnannsnss 1001 3260 12321
Netherlands . ........cvtiiiienneinenrerenaeroonnnencnanones 1413 2269 3234
United KIngdom . .. ... . ittt ittt itaniarneaseansnnnnns 454 1185 2239
WeESt GBIMANY . ...ttt it i eersaseesnossnseseasenasonsos 303 : 921 588
I8 LT - T« T 15 200 372
JAPAN ... i et i et e e 8 40 437
Canada 0 0 216
Australia . . 14 98 166
Sweden ... 183 135 100
Denmark ... 143 99 85
AllOther ...ttt ittt irversananns e 740 411 1063
B 17 e 4274 8618 20821
Value (1,000 dollars)
United States .............iccinvivneensanss ettt 2018 8591 . 21736
Netherands . ...........ccciiiiinieerentsornnrseronsersnnsnens 2730 5240 6953
United Kingaom . . .. ... ittt irinieiiissnansaaensnns 895 . 2806 4592
West Germany .................... et re it 541 2043 1230
JOPAAN ... i i i i i it e 36 . 551 895
BT T 7 T PP 24 114 - 802
Canada ..........cc00iiinneannns P 0 0 543
7 XT3 (- 1| - 3 211 309 -
- Sweden ......... i iiieieann N et eee et 369 314 ) 229
Denmark ...........coiveirinntniiiiianios e, 292 ’ 258 193
I € = O 1403 ’ 714 1850
B =1 1 8338 20842 '+ 39332
. Unit value (Per metric ton)
United States ....... e teee e e PP S N $2017 $2636 $1764
Netherlands ... .........ciiiiiinennrtisetenesesoaasnasnanss 1932 : 2309 2150
United Kingdom . .................. T 1972 - 2367 2051
WESt GOIMIANY .. ... oiiiritrrernenntsstsnrnsssnsensonsonns 1784 2218 - 2091
Jordan ... e et 2334 - - 2757 2406
Japan .....: S PP 3147 . 2890 . 1837
Canada ..........c0ciiiet ittt fe e (") (") . B 2510
Australia .. ... e e A 2183 2167 o 1860
Sweden ...........c.iieiniinian R I 2011 2329 2281
Denmark . ......ciiii i i e e it et 2037 2597 2262
Allother ............ccovvvvvnnnan e ee s testeeseriserenentneans 1896 2248 1741
Average ..... ereaes S e e reseasas st 1951 2418 1889
Unit value (Per standard case)
United States .............ciivenrieneroensenasueernsosnsases $17.76 $23.20 $15.53
Netherlands ..................c0u0. ettt ae e e 17.01 20.33 18.93
United Kingdom . ................. s s 17.36 20.84 18.05
WeSt GBIMNIANY ... ...ttt teernnrrooosanenseensaenassnens 15.70 19.53 18.40
JOrdan ... e e e i ettt e e e 20.54 24.27 21.18
Japan ......... PP ittt e e, 27.70 25.44 16.17
(o7 1T V. - (") (") 22.10
F T L3 {1 - N e 19.22 19.07 16.37
SWeAEN .. .. i e e e et et e 17.70 20.50 20.07
(873 5 ¥ ¥ O P 17.93 22.86 19.91
Allother .......... e et i e e 16.69 19.79 15.33
F =T - T - S P 17.17 21.29 16.63

' Not meaningful.

Source: [Infofish Trade News, Nos: 2/89 and 7/89. Kuala Lumpur, Malaysia.

and West Germany). Exports in 1990 are ex-

pected to increase even further, as Indonesian

marketing channels in the United States and

Europe are expanded.

Government Involvement

According to Indonesian tuna industry repre-
sentatives, government involvement in the
industry is minimal. In general, the business en-
vironment is unrestricted, competitive, and
oriented toward development and growth. The

government is mainly involved in regulating tuna
fishery resources in Indonesian- waters and in
regulating environmental controls. The govern-
ment also administers industry and export
development programs that are not industry spe-
cific.

The Government of Indonesia provides vari-
ous export incentives. A drawback of value
added tax is available to exporters on the pur-
chase of goods and materials used for
manufacturing export products. Export credit is



also available at “subsidized” rates.4' Firms that
export more than 65 percent of their production
are eligible for additional incentives, including ex-
emption from import duties on machines,
machine tools, and raw materials.

The Government of Indonesia reportedly is
involved in negotiating loans with the Asian De-
velopment Bank and the World Bank in order to
--develop its fisheries.#2 Tuna resources are esti-
mated to have a sustainable yield of about
441,000 metric tons annually*3; landings in 1988
totaled 167,594 metric tons (table 5-3).
the fishery is being exploited at about 38 percent
of its sustainable yield.

While the domestic harvesting sector is being
developed, the Government of Indonesia has ne-
gotiated joint-venture and licensing arrangements
with foreign fishing fleets. The government re-
quires that all joint-venture enterprises be
organized under Indonesian law and domiciled in
the country. In addition, vessel crews must com-
prise at least 30 percent Indonesian nationals.44

The Indonesian Government also administers
the Nucleus Estate and Small Holder Program.45
With regard to tuna, under this program, an in-
vestor will build a plant and individually owned
boats will be “assigned” to it. The tuna firm fi-
nances the building of the boats and guarantees
the loans. The boats are obligated to sell their

catch to the company for a specified period of'

time.

The government of Indonesia reportedly is
also actively promoting private sector investment
in the fishery sector, including tuna. Govern-
. ment-sponsored activities include investment

seminars, assistance with feasibility studies for
prospective investors, and support for participa-
tion in trade exhibits.46

Other Countries

Developments in other Asian countries have
- not been as dramatic during the past few years
compared with those in Thailand and Indonesia.
The following section provides a short discussion
of such developments since the previous Commis-
sion tuna study.

Japan

Japan and the United States dominated world
tuna production and trade for most of the history
of such trade prior to the 1980s. Although it con-

4 Investment Coordinating Board, Indonesia: A Brief
Gutde ‘or Foreign Investors, Apr. 1989. p. 15.
.S. Department of Slate, report of the U.S.
Embal.;s;é, Jakarta, Aug. 22, 1990.

44 Jbid.

4% Commission staff interview with officials of P.T.
Mantrust, Denpasar, Oct. 2, 1990. This program is
common in the Indonesian danry. mushroom, and
plantation industries as well.
~ 48 U.S. Department of State, report of U.S. Embassy,

Jakana Aug. 22, 1990.

Thus, .

trols a smaller share of the world market, Japan
continues to play an important role in world pro-
duction and trade in both frozen and canned tuna
and continues to enjoy a significant share of the
U.S. import market for raw tuna (8 percent of
the quantity in 1989). However, Japan’s role in
the U.S. import market for canned tuna has all
but disappeared (1 percent in 1989).

The Japanese market preference is for dried
(katsuobushi) and fresh (sashimi) tuna rather
than for U.S. market-dominated canned tuna.
Therefore, the Japanese processing sector re-
mains geared more toward quick distribution of
the fresh product rather than canning. Quality is
a primary consideration. Thus, although their
numbers are declining, pole-and-line vessels and
longliners continue to be heavily depended upon
for their high quality tuna compared with that ob-
tained by purse seiners. Japanese production and
exports of canned tuna have also decreased since
1986 though total catch has not declined.

Number and location of producers

The number of tuna canneries in Japan has
decreased from 35 to 25 since the previous Com-
mission reports7. Table 5-6 shows that
production of canned tuna has also lessened by
approximately 10,000 metric tons since 1986.

Although the Japanese market maintains its
preference for the higher-quality tuna associated
with that obtained by longline and pole-and-line
vessels, table 5-7 shows that the number of these
vessels operating has decreased significantly dur-
ing the past 5 years. During the same period of
time, the number of purse seiners has increased,
with two new vessels beginning to operate just
within the past year. The majority of the overseas
purse seiners are operating in the western Pacific,
although, as of August 1990, three seiners have
been operating in the Indian Ocean and two in
the Atlantic Ocean under exploratory fishing li-
censes.*®  Tables 5-8 and 5-9 show that
operating costs for longliners decreased since
1986, though net incomes have not shown
marked increases as a resulit.

Production and trade

Table 5-10 presents data on Japanese pro-
duction (landings) of fresh and frozen tuna.
Total Japanese fresh and frozen tuna landings
ranged between 653,000 and 780,905 metric tons
during 1986-1989.

Table 5-11 shows Japanese imports of fresh,
chilled, or frozen tuna during 1986-1989. The

. largest percentage increases were in imports of

yellowfin and fillets of tuna and swordfish. As in
the previous S year period from 1980-85, the Re-

. public of Korea remains the principal source of

Japanese imports of fresh, chilled, or frozen tuna.

47 U.S. Department of State, report from U.S.
Emba]ssi/i. Tokyo, Aug. 1990
bi



Table 5-6

Canned tuna: .Japanese productlon lmports exports, and apparent consumption, 1986-89

(In metric tons)

: Apparent
Year N FProduction Imports Exports consumption
1986 ...ttt IR g 113,744 0 29,497 84,247
1987 .t e i 111,904 -4 15.379 96,566
1988 ... e i e 110,771 18 7,173 103,616
1989 ... .ttt I 103,793 52 5,214 98,631
Source: U.S. Department of State, report from U.S. Embassy, Tokyo, Aug. 1990.
Table §-7
Number of Japanese tuna fishing vessels, by type 1986-90
Type 1986 : 1987 1988 1989 1990
Distant water fisheries: .

Longline ..................... 792 789 786 763 (")

Pole-and-line ................. 146 143 108 108 (')
Adlacent water fisheries:

Ltongline and pole-and-line ..... 776 677 607 5§92 (")
Overseas purse seiners .......... 32 32 32 - 34 36
............................... ) 1,746 1,641 . 1,533 1,497 "

* 1. Not available. ' _

Source: U.S. Department of State, report.from U.S. Embassy, Tokyo, Aug. 1990.
Table 5-8
Profit-and-loss data for an average Japanese 160 GT Japanese tune longliner, 1986-88
Item - ) 1986 1987 1968
AVerage gross tONS . ........ ...ttt i i e e 164 . 169 169
LI = 2K = - -333 345 311
Fishing days ...........ciiiiiiiiiiiiiiiriieiin i iinnnanns 181 197 170
NO. Of Crew ... .. i i i i ittt ittt it e ennreannas 16 16 16 -
Gross annual revenue (in

1000 dolAars) ... .ctiinnin ittt i e it e, 1,296 1,580 1,443
Operating expenses (In

. 1000 dollars): -

Labor and food ... ... i e i e e e 472 608 575

Vessel ............. it et e et e e e - 93 96 130

1T T T 36 58 40

1 223 183 172

2T ) 98 117 117

Rain-gear, boots, etc ............ . ... .. . . i 17 29 21

Charterage, etC .......... .ottt iiinin e, 65 93 49

Marketing charge ............. ... ittt imrineninrnnnennnnss 33 39 39

Wage for desk workers ...............cviiiimenunninennennnn. 44 55 62

Other @XPeNSeS . ... ..ottt ittt ittt ittt 158 204 21

SUD-10taAl L.\ttt e 1.238 1.482 1,415
Fixed expenses (in 1000 dollars): )

Vessel depreciation .. ......... 0 ... ..ottt i 112 129 149

Geardepreclation ........ ... . it i e .. 1 18 18

(0 11T 12 5 8

Sub-total ... e et 135 153 175
Total expenses (in 1000 doflars) ................cooveineenenen... 1,373 1,635 1,589
Net income (In 1000 dollars) ............oovviininnenennannnnn, -77 -54 -146

Source: U.S. Department of State, report from U.S. Embassy, Tokyo, Aug. 1990.



Table 5-9

Profit-and-loss data for an average Japanese 300 GT Japanese tuna fongliner, 1986-88

Item 1986 1987 1988
A FOSS tONS . .. vttt i it inierennsennnenns e 308 317 321
Trip days oo 403 388 425
Fishing days 255 251 274
No. of crew 20 20 20
Gross annual revenue (in 01 (;)é)% d"ollar)s) ............................ 2,393 2,181 2,262
Operating expenses (in 1 ollars) : )
Labor and food . ........ ittt ittt e, 911 974 1,194
RN =YY 1 | P 137 142 177
(7= 52 63 72
0T 398 288 292
Balt .. ...t e e i e, 203 221 233
o Y5 N (") (")
Rain-gear, boots, ©tC ............iit i i i i 18 21 25
Charterage, 8tC ....... ... viininniviteeenarronnsanenesansnsns 56 70 75
Marketing charge ....... 68 74 84
Wage for desk workers ................ 74 83 123
Other @XPONSBS . . ... vi i et inensonrarersoaneneresensnnena 271 329 374
SUD-tOtal ... . i i it et e e, 2,187 2,263 2,649
Fixed expenses (in 1000 dollars):
Vessel depreclation ............ ...ttt 161 207 228
Gear depreclation . ............cuiiiinrrrrosiveianienenaansss 25 27 27
[0 T e 16 26 42
Sub-total ............0huvainn P 202 260 297
Total expenses (in 1000 doflars) .............ciiriiiiiiiinnnns 2,389 2,522 2,945
Net income (in 1000 dollars) ..........cciiiiiiniiennnnnnennas - 341 - 683

' Less than $500.

Source: U.S. Department of State, report from U.S. Embassy, Tokyo, Aug. 1990.

Table 5-10
Fresh, chilled, and frozen tuna:
1986-89

Japanese production, imports; exports, and apparent consumption,

(In metric tons)

Apparent
Year Production Imports Exports : consumption
1986 ...t i i et s 780,905 140,640 69,972 851,573
K2 670,572 188,352 - 47,458 811,466
1988 ... . i e e s 751,602 214,585 137,870 828,317
1989 ... . i e e 653,000 212,065 84,912 780,153
Source: U.S. Department of State, report from U.S. Embassy, Tokyo,-Aug. 1990.
Table 5-11
Tuna: Japanese landings by species, 1986-1989
{In metric tons)

Type and species 1986 1987 1988 1989
Bluefin . .......c.iiiii i i e 23,455 25,335 18,614 22,000
Albacore ........... . i i e 51,136 46,945 45,151 48,000
Bigeye .........c.. i i i e “ 167,806 140,985 135,856 . 125,000
Yellowfin ..........c i 118,257 115,225 102,265 107,000
Small-size ...........ciiiiiiiiiiiii., 16,276 11,150 115,316 13,000
Skipjack ....... i e 413,975 330,932 434,400 338,000

Total ...t e e 780,905 : 670,572 - 751,602 653,000

Source: U.S. Department of State, report from U.S. Embassy, Tokyo, Aug. 1990.

Japanese exports of canned tuna by principal

largest Japanese canned tuna export market dur-

markets are present in table 5-6. Shipments of ing this period.
canned skipjack to Thailand remain the single



Government involvement

Japanese tuna imports are subject to inspec-
tion by the Ministry of Health and -Welfare
(MHW) under the Japanese Food Sanitation
Law. A permit must be issued by the MHW in
order for the imports to pass through customs.
The requirements for imported tuna and domestic
tuna are the same. Industry groups may also vol-
untarily request inspection of imported tuna (for
a fee) to assure that the quality of the tuna is
comparable to Japanese industry quality stan-
dards. Because of these quality considerations,
the Japanese wholesale price of bluefin tuna for
the “sashimi” market currently ranges from 500
to 150,000 yen per kilogram ($3.30 to $100).
The price variation is based almost entirely on the
oil content and freshness of the tuna. Foreign
exporters of bluefin and yellowfin to Japan sug-
gested in the previous Commission report that this
quality control is an effective nontariff barrier to
the Japanese fresh tuna market. Raw and canned
tuna are free from Japanese import quotas. In
August of 1990, the Trade Council of Japan de-
leted “export targets” from the  Council's
objectives because of trade friction and the Japa-
nese trade surplus. Export programs and targets
for fish, including tuna, no longer exist.

The Japanese Government does provide

through the Agriculture, Forestry, and Fisheries

Finanace Corporation low interest (2.00 to 5.5

percent per annum, as-of October.-1989), long
term (10 to 12 years) loans to fishermen for the
construction of vessels. For both fiscal years

(FY) 1989 and 1990, this loan parameter was- -

57,500 million yen ($420 million and $383 mil-
lion in 1990 due to exchange rate dxfferences) 49
Similar loans amountmg to $33 million .in FY
1989 and $67 million in FY 1990 are available to
fish processors. The Corporation also provides

loans of this type for fishing ports and other infra--

structure. Additional funds for the construction
and repair of fishing ports are included in the
budget of the Fisheries Agency of Japan (FAJ).

The FAJ has a price stabilization fund of
$11.5 million in FY 1990 to buy and hold tuna

and other fish products when market prices fall

below cost. The FAJ also has a special fund for
fishing vessel reinsurance.

In order to manage tuna resources, the Japa-
nese Government has implemented a licensing
system for vessels. The system includes a limited
entry formula and time/area closures. For inter-
national management of resources, Japan is a
member of Inter-American Tropical Tuna Com-
mission and International Commission for the
Conservation of Atlantic Tuna. Together with
Australia and New Zealand, Japan is taking
measures for the conservation of southern bluefin
tuna.

Philippines

The Philippines has traditionally been an im-
portant source of U.S. imports of canned tuna,
trailing only Thailand in terms of quantity in 1989
(table 3-19). However, the Philippines has re-
tained about the same import market share
during the past decade. The share of quantity of
the U.S. import marKet held by the Philippines
was 10 percent in 1989, compared with 13 per-
cent in 197950 Although the country is
surrounded by the tuna-rich waters of the western
tropical Pacific, its development as a rival to
American Samoa and Thailand has been slowed

by political and macroéconomic difficulties; in

addition, adverse effects arise from the seasonal
nature of the local tuna fishery, a problem com-
mon to most tuna-fishing nations. This situation

“has remained unchanged during the past several

years.

The Philippine tuna canning industry com-
prises 12 canning companies with a total capacity
of about 120,000 metric tons (annual product

‘weight basis).5' Table 5-12 shows Philippine pro-

duction of canned tuna during 1986-89.
Production remained relatively flat during the

- mid-1980s before increasing substantially in both

1988 and 1989. Canned tuna production nearly
doubled during the period and increased 43 per-
cent in 1988 and 28 percent in 1989. Although
production increased substantially, a large excess
capacity exists.

hnd Dunng most of its exxstence. the Philippine tuna
industry’s principal market has been the United States.
8" GLOBEFISH Highlights, 2/90; Seafood Interna-

“9 Ibid. tional, June 1990.
Table 5-12 ‘ T
Canned tuna: Phlilippine production, -1986-89 .
Year Quantity Value Unit value
(per (per
{metric (1,000 metric standard
tons) dollars) ton) case)
1986 ... . et 26,402 49,615 $1,879 $16.62
1987 .. et 26,061 51,720 1,985 17.55
1988 . ... e e e 37,137 91,142 2,454 21.71
1989 ... e e 47,500 108,000 2,274 20.11
Source: Data for 1986-88 from Yearbook of Fisheries Statistics, 1988.

United Nations, Rome; data for 1989 from Globefish, 2/90.

Food and Agriculture Organization of the



The increase in production resulted from an
increase in frozen tuna supplies mainly by im-
ports. Philippine imports of frozen tuna during
1986-88 are shown in table 5-13. Such imports,
which were nominal during the early 1980s, in-
. creased substantially in 1988. The 1988 level was
nearly 6 times the previous year’s level. This re-
.sulted from the easing of import restrictions on
frozen tuna. In addition, it is believed that a sig-
nificant share of Philippine frozen tuna imports
are harvested by Philippine vessels in non-Philip-
pine waters.

Virtually all Philippine canned tuna produc-
tion is exported. Table 5-14 shows Philippine

exports of canned tuna during 1986-88. The
trend in exports mirrored that of production dur-
ing the period. The primary export market
traditionally has been the United States. How-
ever, beginning in 1988, the EC was the primary
market for Philippine canned tuna exports, ac-
counting for about 41 percent of the total. The
U.S. market accounted for about 35 percent of
total Philippine exports in 1988.

The Philippines also exports frozen tuna. Ta-

‘ble 5-15 shows Philippine exports of frozen tuna

during 1986-88. Such exports exhibited no trend
during the period except a rise in unit value.

Table 5-13

Frozen tuna: Philippine imports, 1986-88 A

Year Quantity Value Unit value
{metric (1.000 (per
tons) dollars) metric ton)

8 T PPN 3,432 , $654

12 72PN 3,297 1,862 565

D =7 - 7P 18,552 11,389 614

Source: Yearbook of Fisheries Statistics, 1988, Food and Agriculture Organization of the United Nations, Rome.

Table 5-14

Canned tuna: Philippine exports, by principal markets, 1986-88

(In metric tons)

Market 1986 1987 1988
North America: . '
United States ........... ..o ittt iiiiiinteeinenaann 11,171 8,550 11,974
(o7 T T Ve - L 1,023 1.136- 2,909
c Total, North America ...................... e 12,194 9,686 14,883
West GOrMaNY .......c.ccvtveeereariorneananns [P 7.444 6,672 9,738
United Kingdom . ... ..ottt iiiiieiiiieeraneannnnnes 1,844 1,998 3,006
Netherlands ........... PP 3N 978 1,078
Denmark ....... ..ottt i i i e e e e 106 156 301
Belguim/Luxembourg ...........civititinnrnerrearnnnnennnn 27 ‘ 68 72
FranCe .......c.ciiiiiiiiiin i iitneeneenenennsnnonnnnnn 126 68 M
Total, EC .. i i i it et e e 9,918 9,940 14,195
Scandanavia . ......... i i i et e e 467 449 593
Allother ..........ciiiiiiaiiiinnneneann. ettt e e 1,993 4,180 4,757
I T 24,572 24,255 34,428

1 Included in all other.

Note.—Figures may not add to the totals shown due to rounding.

Source: Calculated using data from Infofish Trade News, No. 9/89, VKuala Lumpur, Malaysia.

Table 5-15 -
Frozen tuna: Philippine exports, 1986-88
Year Quantity Value Unit value
(metric (1,000 (per
tons) dollars) metric ton)
L= 2. PN 9,168 ) $1,469
- PP 11,250 18,196 1,617
L2 - N 10,242 21,557 2,104

Source: Yearbook of Fisheries Statistics, 1988, Food and Agriculture Organization of the United Nations, Rome.
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Taiwan

Taiwan is a major source of both raw and
canned tuna to the U.S. market. Durmg
1986-89, Taiwan was the leading supplier, in
terms of value, of raw tuna and second to Thai-
land as a foreign supplier of canned tuna (tables
3-15 and 3-19). Taiwan is a major world pro-
ducer of albacore tuna ‘because the Taiwan tuna
fleet traditionally has comprised far-ranging alba-
core longlining vessels. In 1989, 99 percent of
the quantity of Taiwan raw tuna exports to. the
United States consisted of albacore. Albacore is
the predominant item of Taiwan exports of
canned tuna to the United States.

The following tabulation shows the number of
Taiwan tuna longline fishing vessels in operation,
by type of vessel, during 1986-88 (data from

the primary species harvested, generally account-
ing for about half of the total tuna catch.
Yellowfin is the second major species, followed by
bigeye, bluefin, and skipjack.

The following tabulation shows Taiwan's ex-
ports of tuna products during 1985-87 (data from
U.S. Embassy, Taipei, Industrial Outlook Re-
port—Fishing Industry, 1988/89, quantity in
metric tons, value in thousands of dollars):

Year Quantity - Value

1985 ... 28,725 75,000
1986 .. ovnrni 22,521 94,000
1987 oo 68,462 169,600

The Tuna Industries of Latin America

U.S. Department of State Annual Fisheries Re-

ports for Taiwan, 1986/88):

Inshore Offshore Total
Year vess_els vessels vessels
1986 ...... .. 2,084 757 2,841
1987 ........ 2,207 - 927 3,134
1988 ........ 1,977 1,018 2,995

The Taiwanese tuna longline fleet remained
relauvely constant during the period. In addition,

in- August 1989, Taiwan’s Council of Agriculture

placed a moratorium on fishing vessel construc-
tion during - 1990 in order to assess fishing
capacity in the face of depleted fishery re-
sources.52

The following tabulation pres_ems data on the -

Taiwan tuna catch during 1986-885 (in metric
tons):

Year : - ‘Catch

1986 ... . e i e 146,031
1987 i e 153,453
1988 . ... e 174,176

During the period, the catch increased 19 per-
cent; most of the increase was accounted for by
the deepsea (offshore) sector.5* Albacore is

%2 U.S. Embassy, Taipei, Industrial Outlook Report—
Fisging Industry, 1988/89, 89 Taipei A-00S5.
Ibid.

84 The deepsea sector consists of vessels over 50 tons,
mainly large purse seiners and longliners. The inshore
sector consists of powered vessels less than 50 tons,
principally longlining vessels. The coastal sector consists
of unpowered vessels utilizing various gear types.

The Latin. American fishing industry repre-
sented nearly 20 percent of the total world
fisheries catch in 1986.55 This level will likely
remain steady. Chile and Peru accounted for
70.4 percent of the Latin American fisheries
catch in 1986, with Mexico accounting for 8.2
percent. Although Mexico is not the leading
Latin American fishing nation, it does lead the
Latin American countries in the tuna industry.
As represented in the tabulation at the bottom of
“the ‘page, Mexico, Venezuela, and Ecuador are
the leading Latin American tuna fishing nations
(data from various issues of the Inter-American
Tropical Tuna Commission) .-

The Ecuadoran and Mexican tuna harvests
suffered in 1987 on account of the effects of the
1987 “El Nino”. While the Mexican tuna harvest
rebounded to record levels in 1988, the
Ecuadoran harvest has been recovering at a
slower pace. Peru has been trying to build up its
tuna industry since the 1970s, but despite ample
supplies of tuna off the Peruvian coast, all at-
tempts to capitalize on these supplies have proved
unsuccessful.

Other Latin American countries are attempt-
ing to build up their tuna industries. In 1988 it
was reported that a Chilean company had or-
dered four tuna vessels from an Italian shipyard,
leading observers to believe that the Chileans
were planning to improve their tuna industry.5®

8 NMFS 10/20/87.
% NMFS, U.S. Department of Commerce.

Country A 1980 1985 1986 1987 1988"
short tons
Mexico ........... e 36,043 96,805 125,047 117,256 136,212
Venezuela ..................... 2,369 32,972 46,185 51,070 57,046
Ecuador ................ ..., 20,504 38,705 46,708 41,149 45,441
Panama ....................... 11,255 (3 (3) (2) (&)
Peru .......... .0 iiiiiiiiane, 944 (2) (2) 1,596 {2)
! Preliminary.

2 Not significant.
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Colombia is also hoping to profit from the abun-
dant tuna supplies surrounding Latin America.
In early 1990, a new tuna processing plant was
opened in the port city of Cartagena. This new
plant is expected to more than double the value
of Colombian exports of frozen tuna by 1994.

The Latin American nations that harvest fish
have made several attempts to form the Latin
American Fisheries Organization (OLDEPESCA)
to increase their control over the waters sur-
rounding Latin - America. An agreement,
however, has yet to be reached. Mexico, El Sal-
vador, Peru, Nicaragua, and Ecuador are all
signatories of the Eastern Pacific Tuna Organiza-
tion (OAPO). This organization “establishes an
alternative system for the international coopera-
tion in tuna management.”5 Yet, despite all the
attempts of other Latin American nations to build
up their tuna industry, Mexico continues to domi-
nate the area.

Mexico

Number and Location of Operations

The number of Mexican tuna vessels in op-
eration has increased significantly over the past
decade. The number of active craft (seiners and
baitboats) increased from 51 in 1980 to 86 in
1990. The number of tuna vessels in operation
peaked at 98, in 1986. The carrying capacity of
the Mexican tuna vessels in operation has re-
mained relatively constant over the last few years.
The following tabulation shows the number of ac-
tive Mexican tuna craft, including purse seiners,
baitboats, and other ‘types of craft, during
1983-90 (data from Anuario Estadistico de
Pesca; various issues, and the U.S. Embeassy,
Mexico City):

Year Number
. : : of
active
craft

The majority of the fleet operates in the East-
ern Pacific Ocean (EPO). In 1989,
approximately 81 vessels operated in this area.
Although the size of the fleet is increasing, it has
_not reached the level the tuna development plan
of 1977 had called for.
have, however, the world’s second largest tuna
purse seine fleet, second only to that of the
United States.

57 U.S. Department of State, report from U.S.
Embassy, Mexico City, Apr. 23, 1990.

Mexico is believed to

There are currently eight ports along the Pa-
cific coastline of Mexico that are equipped to
unload tuna. The largest and busiest of these
ports is located at Ensenada. Although it is the
best equipped port in Mexico (with an unloading
capacity of about 528 tons per 8-hour shift58),
Ensenada is plagued by a number of problems.
Among them is overcrowding. Ensenada is not
only frequented by fishery vessels, but has in-
creasingly become a favorite port of cruise liners.
The Mexican Government has recognized the
problems facing the Ensenada port facilities and
has initiated an 800 million peso improvement
program.

In 1988, there were 19 Mexican canneries in
operation equipped to can tuna. Most of these
canneries (45 percent) were located in the State
of Baja California. The canneries had a capacity
of 569 metric tons (raw tuna basis) per 8-hour
shift. Plans for another tuna processing plant, lo-
cated at Puerto Madero, are underway. It has a
projected canning capacity of approximately 70 to
90 metric tons of tuna per shift. The canning
industry, like the port facilities, is also plagued by
a number of problems. In 1988, of about 50,000
metric short tons of tuna sent to the canneries,
only about 55 percent was processed. The same
ratio was expected to hold true in 1989. This
relatively small output of canned tuna may be at-
tributed to many problems in the Mexican
canned tuna industry. Among these problems is
the lack of an effective refrigeration system and
the absence of a cannery specializing in tuna.
Many of the existing canneries process other
products, such as tomato sauce, refried beans,
and other fishery products. Although the new
cannery at Puerto Madero will have space set
aside for tuna, it, too, will process other species
of fish.

Production

Mexican production of frozen tuna, repre-
sented by the catch, increased substantially
during 1980-89. The following tabulation pre-
sents Mexican tuna catches during 1980 and
1985-89 (data from various issues of Anuario Es-

tadistico de Pesca):

% Linda Lucas Hudgins, “The Development of the
Mexican Tuna Industry, 1976-86" ch. in The Develop-
ment of the Tuna Industry in the Pacific Islands Region:
An analysis of Options, ed. David J. Doulman
(Honolulu: East-West Center, 1987), p. 159.
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Year Quantity Value Unit value

(1,000 (short ($1,000) (per ' (per

pounds) tons) ib.) ton)
1980 ... ..t 74,251 37,126 38,123 $0.51 $1,027
1985 ... .. e .. 204,900 102,450 36,182 .17 . 333
.. 227,040 113,520 . 47,929 .21 422
. 246,796 123,398 21,863 ; .09 177
294,870 147,435 (') (" 4 (')
326,384 163,192 (") (") ')

' Not avallable.
2 Preliminary.

The leading State in Mexican tuna landings in
1989 was Baja California, which accounted for 45
percent of the total landings. The second leading
State for tuna landings in 1989 was Sinaloa, with
37 percent of the total. Baja California Sur was
the other major State for tuna landings, with 15
percent of the total. ’

Yellowfin was the leading species of tuna
caught by the Mexican tuna fleet in 1989, ac-
counting for about 79 percent of the catch that
year. Skipjack was the second leading species
caught that year, accounting for 10 percent of the
total. Minor amounts of other tuna species were
caught by the Mexican tuna fleet.

. The bulk of the tuna catch in Mexico is ac-
counted for by the private sector. In 1987, 87
percent of the tuna catch was accounted for by
the private sector. This is an increase from 85
percent the year before. The share of the tuna
catch accounted for by the public sector (state
companies) was 1 percent in 1987. The remain-
ing 12 percent of the 1987 Mexican tuna catch
was accounted for by the cooperatives.

The great bulk of Mexican tuna landings oc-
curs in the EPO. " There are generally abundant
tuna resources off the Mexican coast, as well as in
nearby Latin American waters. The principal
species harvested, by far, is yellowfin, as well as a
substantial amount of skipjack. The tabulation at
the bottom of the page shows the Mexican catch
of yellowfin and skipjack tuna in the EPO during
1980 and 1985-88 (data from the Inter-Ameri-
can Tropical Tuna Commission).

The combined Mexican yellowfin and skip-
jack catch in the EPO rose steadily from 94,009
short tons in 1985 to an anticipated 135,620 short

tons in 1988. The 1987 data do not reflect the
overall decline in Mexican tuna production for
that year because the El Nino event was not felt
where the bulk of yellowfin and skipjack tuna is
harvested. The El Nino event of 1987 was con-
centrated in the area off the coast of Ecuador.

Major markets

The domestic market for Mexican tuna is
concentrated in the canning industry. Mexican
domestic consumption of frozen tuna, in terms of
raw material received by canneries, increased
from 34,124 short tons in 1987 to an anticipated
70,962 short tons in 1989. Domestic consump-
tion of tuna grew with the increase in tuna

" catches.

.Mexican exports of frozen tuna increased
during 1985-89. The following tabulation shows
Mexican exports of frozen tuna (data from
SEPESCA, Planning Directorate General, volume
in short tons, value in thousands of dollars):

1985 1986 1987 1988 1989*

Volume . 32,039 72,341 79,544 82,996 92,594
Value ... 22,076 657,533 67,729 81,891 69,719

' Preliminary.

The most significant increase occurred during
1985-1986, with a volume increase of 40,302
short tons (or 126 percent). Italy has been the
major market for Mexican frozen tuna since
1985. Other major importers of Mexican frozen
tuna in 1988 were Japan, France, Spain, Malay-
sia, Thailand, Taiwan, Panama, and the United
States. Although the volume of Mexican frozen
tuna exports increased during 1988-1989, the
value of exports decreased.

Species 1960 1985 1986 1987 1988
Short tons

Yellowfin ....................... 20,910 87,779 102,934 109,422 114,358

Skipjack ............... . ... 13,519 6,230 8,734 7.296 21,262
Total ...........ccciiiuvnnnn. 34,429 94,009 . 111,668 116,718 135,620

. . 1,000 pounds

Yellowfin ....................... 41,820 175,558 205,868 218,844 228.716

Skipjack .......... ... i, 10,232 12,460 17.468 14,592 29,184
Total ..........ciiiiiii, 52,052 188,018 223.336 233.436 257,956

! Preliminary.
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The Availability of Tuna Resources

The Mexican tuna industry does not need to
rely on outside assistance. There is abundant

- tuna within Mexico's 200-mile exclusive eco-
"’ nomic zone (EEZ). Mexico’s tuna industry could

be supported by the tuna available within 150
miles of the Mexican coastline.5® A tuna re-
source scarcity occur, however, during an El Nino
phenomenon. As discussed earlier, such an
event did lower the Mexican tuna harvest in
1987. The 1988 harvest did recover, and the
outlook for 1989 was even better.’

However, an increase in the number of tuna
imports has been recently noted. The following
tabulation shows Mexican tuna imports by volume
(short tons) and value (thousands of dollars) dur-
ing 1985-1989 (data from SEPESCA, Plannmg
Directorate General):

1985 1986 1987 1588 1989

Volume ... 61 2 73 2,316 2,776
Value .... 126 2 216 5,707 6,748

' Preliminary data (January-December, 1989).
2 Not avallable.

The sharpest increase occurred during
1987-1988, with an increase of 3,083 percent.
This increase in imports is believed to be the re-
sult of a gain in Mexican curréncy purchasing
power. This gain is part of the Salinas Admini-
stration’s economic reform package.60

The Tuna Industries of the Indian
Ocean Region

The Indian Ocean is a relatively late comer as
a source of tuna, but its importance has grown
rapidly and will continue to grow. The total catch
of tuna in the Indian Ocean grew by nearly 150
percent in a single decade, from 264,000 metric
tons in 1978 to 642,000 metric tons in 1987.81
Most of the catch was by fleets from outside the
region, such as from France and Spain. Cur-
rently, the primary role of Indian Ocean countries
with regards to tuna is one of providing resources
~ and support to countries with more developed in-
dustries. However, attempts are being made to
increase the tuna production activities of Indian
Ocean nations.

Seychelles62

A former British colony, the Republic of
Seychelles is a group of islands in the western In-
dian Ocean, with a population of only 70,000, but

% Ibid., p. 157.

8 U.S. Department of State, report from U.S.
Embassy, Mexico City, Apr. 23 1990.

&1 Statistics from the Indo Pacific Tuna Development
and Management Program, quoted in Australian Fisher-
ies 48:12 (December 1989), p. 2.

52 Material for this section was obtained from unclas-
sified cables from the U.S. embassy in Victoria to the
U.S. Department of State.

with a jurisdiction over 1.3 million square kilome-
ters of fishing grounds within its 200-mile
extended economic zone. With wholesale trade
in frozen tuna (mostly exports) in 1988 valued in
excess of $350 million, it is probably the most im-
portant tuna landing and transhipment point in
the Indian-Ocean. The Seychelles is a significant
tuna exporter; much, if not most, of the Indian
Ocean tuna destined for the European market is
either landed in or transhipped through its ports.
In addition, a small share of U.S.-bound tuna
passes through the Seychelles on its way to can-
neries along.the Pacific Rim. -

~ Most of the assistance in developing the na-
tion’s tuna industry and supporting infrastructure
and port development has been provided by the
Governments of France and the European Com-
munity; the EC has also set up bilateral tuna
fishery agreements with the Seychelles, as noted
earlier. Additional assistance has been provided
by other Western nations, including the United
States.

Most of the tuna catch within the Seychelles’
200-nautical-mile exclusive economic zone is
taken by foreign fleets of purse seiners and
longliners; the domestic harvesting sector has only
recently begun to develop. Most (39) of the 48
foreign purse seiners licensed to fish in Seychelles
waters were of European registry, the rest being
registered in the USSR, Mauritius, Panama, and
India. A large number of foreign longliners (167

“in 1988) were licensed to fish in Seychelles wa-

ters, where they concentrated on yellowfin and
bigeye, in addition to nontuna species. The do-
mestic fishing industry is small and limited mainly
to artisinal®3 fishing. "A parastatal was formed in
1988 to operate a fleet of domestic purse seiners;
1990 will be ‘its first full year of operation with a
small fleet of French-built vessels.

There is one tuna cannery, a Seychelles-
France government joint venture set up in 1987
that exported $12.5 million worth of canned tuna
in 1989. A second cannery is reportedly under
consideration.

Australia

Although not supported by an Indian Ocean
tuna resource per se, the Australian tuna industry
is an important neighbor of the region’s industries
discussed above. It warrants attention not only
because its fishing industry shares some large, po-
tentially valuable tuna resources with other
nations {e.g., Japan), but also because it is a large
market for canned tuna and is supplied largely by
a local subsidiary of H.J. Heinz, the parent com-
pany of StarKist, the largest U.S. tuna processor.

The industry depends mainly on the southern
bluefin tuna (SBT) stocks concentrated in the
Tasman Sea (between Tasmania and Australia’s

8 Artisinal fishing is characterized by small-scale,
labor-intensive operations which mainly fish close to
shore.
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south coast) and other waters south of Australia.
Other resources, including the albacore stocks off
Australia’s east coast, support the fisheries of
other nations, mainly Japan and New Zealand.

The SBT resource reportedly has the potential
to become one of the world’s leading sources of
tuna, but it has suffered from heavy fishing pres-
sure during the past several years, which has
significantly depleted the stocks. Efforts have
been made by the principal fishing nations in-
volved (Australia, New Zealand, and Japan) to
cooperate in reducing fishing effort so as to allow
the stocks to recover. Australia has gone so far as
to press for a moratorium on the taking of SBT in
a “Statement on the Environment” in July of
1989, in which Prime Minister Hawke declared

5-22

that “the SBT stock remains under the gravest of
threats.” However, Japan, which operates the
largest SBT fleet (in terms of tonnage harvested)
has opposed a moratorium; a compromise solu-
tion was reached in November 1989 when the
three nations agreed to an annual quota for the
1989-90 harvest of SBT of 11,750 metric tons, of
which 52 percent goes to Japan, 45 percent to
Australia, and 7 percent to New Zealand.® The
1989-90 quota represents a sharp reduction from
the allowable catches in previous years; as re-
cently as 1983 the quota was set at 35,000 metric
tons.

&4 “Southern bluefin tuna quotas set," Australian
Fisheries 49:1 (January 1990), p. 12.



Chapter 6
Competitive Effects of Foreign
and U.S. Trade-Distorting
Practices

Introduction

This chapter examines the competitive effects
of the trade-distorting practices implemented by
the European Community (EC) and the United
States. The first section briefly reviews the tariffs,
quotas, and other practices currently in force.
The second section discusses the effective tariff
rate that results from the multi-tiered U.S. tariff
structure. The next section presents the central
-results of the analysis here: quantitative estimates
of the effects of the tariff policies of the EC and
the U.S. It considers how tariffs on canned tuna
affect domestic prices, domestic production, im-
ports, world prices, and markets in other
countries. It also evaluates the likely effects of a
matter which is of current interest for policy:
equalization of the tariff structures of the EC and
the U.S. The fourth section addresses the impact
of tariffs on U.S. tuna harvesters. The fifth and
"final section analyzes the competitive effects of

the EC's purchase of access rights to certain terri-

torial waters. o

Trade-Distorting Practices in the World
' Tuna Market

- Tariffs

-Countries or economic communities with a
domestic tuna canning industry generally adopt
some sort of protective tariff structure, but these
structures vary widely in their features. Table 6-1
summarizes the tariff structures of the principal
importers of canned and/or raw (frozen) tuna.!
In most cases the features of these tariff struc-
tures have been discussed in previous chapters..

' The table omits discussion of U.S. tariffs on “tuna
loins,” semi-processed tuna meat destined mainly for
canners. Tuna loins packed in bulk or in containers over
6.8 kilograms are assessed at a rate of 1.1 cents
($0.011) per kilogram, while loins packed in smaller
containers are assessed a duty of 6 percent ad valorem.

Table 6-1

Japan's imports of raw tuna are primarily con-
sumed as sushi, while Thailand applies its
raw-tuna duty only to domestic consumption, not
to tuna processed for export. Thus the only im-
portant tariffs are those on canned tuna. The
U.S. and the EC together import about 80 per-
cent of traded tuna, in roughly equal shares. As a
result, their tariffs are by far the biggest contribu-
tors to trade distortion in this market. The
following discussion will therefore focus on the ef-
fects of tariffs in these regions only.

Other Practices Which May Distort Trade

Tariffs are the main instrument of protec-
tionist policies in the international tuna market,
but other practices are followed as well. Some
tuna-producing members of the EC apply a de
facto quota system, based on import licenses, to
restrict imports.

The EC as a whole has a further policy which
benefits its member states’ harvesters: the pur-
chase of fishery access rights from Madagascar
and other developing economies in the Indian
Ocean and elsewhere. This practice will be dis-

_cussed in a separate section at end of this

chapter.

As discussed in Chapter 3, the United States
occasionally imposes embargoes on tuna imports
from countries that have wviolated provisions of
either the Magnuson Fishery Conservation and
Management Act (MFCMA) or the Marine
Mammal Protection: Act (MMPA). As these em-
bargoes are temporary and are not imposed for
the purpose of protecting the domestic industry,
they will not be discussed further in this chapter.

The U.S. Tariff Structure and the
Effective Tariff

The United States assesses tariffs of 35 per-
cent on canned tuna packed in oil and rates of 6
percent and 12.5 percent on tuna packed in
water, the former rate applying to the quantity
imported each year until imports reach a quota
equal to 20 percent of the previous year's domes-
tic production.

Tariffs on canned and raw tuna In the major importing countries
: (Percentage rates ad valorem)

Country or
trading region

Water-packed Oil-packed Raw tuna Remarks

United States ................. 6/12.5 35 0 Tariff quota for water-packed
European Community ........... 24/0 24/0 0 Lome countries duty-free

Canada ...............cic00u.. 14/11/2 14/11.2 0 Lower rate for U.S. exports
Japan ... 20/15 20/15 10/5 Reduced rates for GATT members
Thaitand ...................... 60 60 60 No duty on re-exports




The ‘Td}iﬁf on ‘Tu)i'a' Packed in " oil -

The 35 percent tariff on tuna packed in oil
has essentially no effect on the U.S. market, be-
cause oil-packed and water- packed tuna are very
close substitutes in production. Both foreign and
domestic canneries can easily shift between the
two packmg media, and there is almost-no differ-
ence in the prices of the media. Oil-packed and
water—packed tuna sell for virtually the same price
in the U.S. market, so foreign producers supply
only water-packed tuna to the U.S.2 Thus, the 35
percent tariff rate does not affect the quantity of
imports; only the composmon of the total im-
ports.3 ;

The Tarzjf Rate Quota on Tuna Packed ln
Water

. The impact of a tariff. on tuna depends on
how the tariff affects the total quantity. of imports
on.a year-to-year. basis.4 The under-quota tariff
rate thus has. no.far-reaching impact, because the
quantity 'imported at this rate is a constant per-
centage of domestic production. It is.: the
over-quota: tariff rate of 12.5 percent that deter-
mines the quantxty of 1mports each’ year

Thrs issue is sometrmes confusing when con-
sidering that the-appropriate single rate ‘for the
purpose of tariff equalization is a trade-weighted
average of the tariff rates applied throughout the
year.5 This concept of a weighted-average, reve-
nue-neutral. tariff, however, is a- matter ‘of GATT
rules, and other aspects of trade law.

The price of imported tuna is fixed by the tar-
iff at 12.5 percent above the. world supply: price.
Several U.S. 1mporters and - foreign exporters
have confirmed to Commission staff that the U.S.
price is not lower during the time that the under-
quota tariff is in effect. 6 The lower tariff at that
time creates the potentral for greater than normal
profits either for 1mporters or exporters, but . it
does not reduce the U.S. price of 1mported tuna

2.The exception is .a small amount of high-valued
specialty products which, according to industry sources,
do not compete closely with domestic products.

3 If the tariff rate on oil-packed tuna were reduced to
the rate applied to water-packed tuna, both total tuna
imports and total domestic production would remain
constant. Any increase in imports of oijl-packed tuna' ’
would be matched by a decrease in imports of water-
packed .tuna.

4 What happens over a shorter time period is irrele--
vant because canned tuna is a storable commodity.

% This concept was presented, for.example, by -
members of the industry in hearings before the Commis-
sion. See testimony.of Association of Food Industries,
hearing transcript pp. 65-69, and StarKist Seafood Co
transcript, p. 16.

& This is to be expected for a non-perishable commod-
}tyIi as it can be held off the market if the price were t0 -
all.

-~ pressing -the world supply price.
~ increase in the country applying the tariff leads

The Disruption of Markets Due to the
TarﬁRate Quota

In fact, a portion of this potential excess profit
is not actually realized, but it is dissipated in the
costs of added uncertainty, high cyclical invento-
ries, and over-capacity production.

Each year the under-quota tariff generates a
lot of market-disrupting behavior as ‘importers
race each other to gain a sharé of the quota. At
'the end of each calendar year importers increase
stockpiles, holding them in storage in Customs
warehouses. On or after January 1, importers
‘claim the product and pay the under-quota rate
of 6 percent. “This creates a cycle of market dis-
ruption with tight supply late in the year and
excess;ve mventones at the beginning of the
year. "t .

A further problem with the tariff-rate quota
system . is that importers and Customs officials
cannot know when the quota will be filled until a
substantial time after the fact. As a result, Cus-
toms “begins collecting a deposit covering the
‘(over-quota) duty rate before the quota figure has
even been announced.”®  Almost inevitably un-
der such a'systern, some imports are overcharged:
“(t)his amounted to $1.5 million (in 1989), some
of which still has not been refunded to the im-
porters. No interest is paid on this money.”® In-
addition, “administrative problems for Customs
.. in tum burden importers.” 10

The disruptive effects of the tanff rate quota
system are not limited to the U.S. market. Some
Thai tuna processors reported to Commission.
staff that they scramble during the last several
months of ‘each year in order to supply orders to
enter the United States early in the following
year. Extra workers are hired during this rush pe-

. tiod and laid off after. The increased output puts

pressure on the market for frozen tuna, raising
the price of this input. European buyers report-
edly often hold™ off on-purchases from Thai
exporters during this period because prices are
higher then.

The Competmve Effects of U.S. and EC
Tariffs

The qualitative effects of a tariff are well ‘es-
tablished in economic theory. A tariff raises the
consumer price of an imported good while de-
The price

7 Testimony of Larry Abramson, president,
Camerican, Inc., on behalf of the Association of Food
Industries, hearing transcript, p. 66. In recent years the
race for a share of the quota has been increasingly
intense, with annual guolas filled by May 7, 1985,
Mar. 28, 1986, Apr. 2, 1987, Mar. 21, 1988, and
Jan. 25, 1989. .

° Ibid., p. 67.

® Ibid., p. 68.

0 Ibid., p. 66.



some consumers to switch to competing domestic
products. The reduced price in world markets
leads exporting countries to reduce production
and induces consumers in other importing coun-
tries to switch from domestic products to
imports. "

This chapter goes beyond qualitative analysis,
presenting quantitative estimates of the competi-
tive effects of the U.S. and EC tariffs under
alternative assumptions about underlying eco-
nomic “elasticities.” Elasticities are essentially
measures of the responsiveness of one variable to
a change in another variable.’2 Three kinds of
elasticities are required in order to trace the ef-
fects of a tariff: (1) elasticity of supply,'3 both for
foreign producers of tuna and for domestic pro-
ducers, (2) elasticity of composite demand for
tuna, ' both in the domestic market and abroad,
and (3) cross-price elasticities of consumers’ de-
mand for imported and domestic tuna.'s

There are few good statistical estimates of
these elasticities. Nevertheless, we can be fairly
confident that these elasticities lie within certain
bounds. Then, by considering a range of plausible

'* An analytical framework which explains these
effects is presented in Appendix H.

The treatment of these effects here implicitly assumes
that the world tuna industry behaves in a competitive
fashion. If the industry behaves oligopolistically, the

" results here must be modified somewhat. In that case,
even though the specific numerical results in Tables 6-3
through 6-7 below would not be accurate, the actual
effects of tariffs would still likely be within the range of

- results presented.

12 More precisely, an elasticity is the percentage =
change in a dependent variable resulting from a one-per-
cent change in an independent variable.

13 An elasticity of supply measures a change in
producers' supply of tuna in response to a change in
price. :

4 Composite demand includes both imported and
domestic tuna. The demand elasticity, always a negative

values, we can derive upper- and lower-bound es-
timates of the effects of tariffs,

Assumptions About Elasticities

Table 6-2 sets forth the alternative sets of as-
sumptions about elasticities that will be followed
in this chapter. The “base-line” set of values indi-
cates, in the view of the Commission, the most
reasonable estimates. The outer ranges labelled
“lower bound” and “upper bound” refer to val-
ues of demand elasticities. The “lower-bound”
values for the various demand elasticities are ex-
treme values which tend to lessen the impact of
tariffs on domestic producers, while the “upper-
bound” values tend to increase the estimated
impact. Low and high supply elasticities are
treated separately because they have a different
sort of impact. A low supply elasticity implies that
tariffs have a relatively greater effect on price,
and a lesser effect on quantity produced. A high
elasticity of supply, on the other hand, implies
that the effect of a tariff is more keenly felt in
changes in the quantity of canned tuna produced
than in its price. ‘

“—Continued

number, represents the change in quantity demanded in
response to a change in price. ) ’

8 Cross-price elasticities measure the extent to which
consumers switch between domestic tuna and imported
tuna when the price of one or the other changes. The
concept is useful, for example, in considering how a
tariff, which raises the price of imported tuna, affects
demand for domestic tuna. If consumers regard imported
and domestic tuna as perfect substitutes, then their cross
price elasticities take a value of infinity, and the price of
domestic tuna rises the same amount as the price of
imported tuna.

echnically, cross-price elasticities are not fundamen-
tal parameters but are derived from three other
parameters: the elasticity of composite demand, the
share of domestic tuna in consumption, and the elasticity
of substitution. The elasticity of substitution characterizes
consumer tastes regarding domestic tuna and imported
tuna. .

Table 6-2 .
Alternative assumptions applicable to elasticities in major trading regions
Scenarios .
Lower bound Base line Upper bound
Demand elasticities
For the U.S.:
.~ . Composite demand for tuna ........ -2 -0.5 -0.3
Cross-price elasticity! ............. +2 +10 +100
For the EC and other regions:
Composite demand for tuna ........ -3 -1 -0.5
Cross-price elasticity! ............. 241.9 24+11.2 24114
Supply elasticlty ...................... Low High Medium Low High
Forallreglons ...............ccvu.n. 1 5 2 1 5

' This represents the elasticity of demand for domestic tuna with respect to the price of imported tuna.
2 The small difference In cross-price elasticity between the EC and the United States results from the method of

calculation. See text for details.
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The first elasticity noted in the table, the price
elasticity of demand for tuna (treating domestic
and foreign tuna as a single, composite commod-
ity), depends in large part on whether other
commodities are close substitutes for tuna. A
study by the U.S. Department of Agriculture'®
concludes that tuna in the U.S. has few close sub-
stitutes and thus that its demand is quite inelastic,
with a value of roughly -0.3. Industry members
indicate to Commission staff, however, that they
believe their demand to be substantially sensitive
to prices. Although they do not state this belief in
terms of a numerical elasticity, Commission staff
interpret it as implying an elasticity of perhaps -2.
Commission staff regard these two estimates as
extremes of the likely range of the true elasticity.
Because tuna is commonly regarded as having few
close substitutes, a magnitude less than unity
seems likely, and -0.5 is used as the base-line as-
sumption.

In Europe canned tuna has more close substi-
tutes in consumption, particularly other canned
fish such as salmon, pilchards, and mackerel.
Thus the values assumed for Europe are some-
what larger in absolute value.

The or cross-price elasticity of demand, i.e.
the sensitivity of demand for domestic tuna to
changes in price of imported tuna, indicates the
extent to which the two varieties of tuna are sub-
stitutes. Low values indicate a greater
differentiation in consumers’ perceptions of the
products, while high values indicate that consum-
ers care little whether they purchase imported or
domestic tuna, but care rather which is least ex-
pensive. A 1986 case study estimated a value of 1
for this elasticity.’” Owing to increasing globaliza-
tion of the industry, however, the present analysis

_ assumes a value of 2 to be a more reasonable esti-

mate of the lower bound. It is at least as
reasonable to assume an elasticity approaching in-
finity, indicating perfect substitutability.’® As an
upper-bound value we therefore use 100, which
for analytical purposes approximates infinity. The
base-line- value of 10 indicates a relatively high
degree of substitutability, but still substantially less
than perfect substitutability.

The cross-price elasticities for the EC are
based on the assumption that a more fundamental
parameter, the elasticity of substitution between
domestic and imported tuna, is the same in the

8 U.S. Department of Agriculture, Economic Re-
search Service, Consumer Demand for Red Meat,
Poultry, and Fish, by Richard C. Baidacher, John A.
Craven, Kuo S. Huang, David M. Smaliwood, and
James R. Blaylock, September 1982, pp. 13-15.

7 G.C. Hufbauer, et. al. Trade Protection in the
United States: 31 Case Studies (Washington, DC:
Institute for International Economics, 1986), p. 113.

'® One reason to consider domestic and imported
canned tuna to be perfectly substitutable is that, in the
case of several brand names, they are marketed with
identical labels and indistinguishable contents. The same
varieties of tuna are produced both domestically and in
exporting countries.

EC and the U.S. Due to other differences in the
two markets this means that cross-elasticities in
the EC vary somewhat from those in the U.S.1?

Low and high values for elasticity of supply,
respectively 1 and 5, are used as outer bounds in
this study. The base-line value of 2 reflects tech-
nological conditions in the industry. Use of the
same value for the U.S., the EC, and exporters
reflects the fact that producers use a common
technology and share a common market for many
of their inputs. .

The assumptions about elasticities in Table
6-2 have been combined with market data? to
generate estimates of the effects of tariffs on
prices and quantities in both markets. These esti-
mates are presented in this section.

The Impact of U.S. Tariffs

Table 6-3 presents results for the impact of
current U.S. tariffs on both domestic and foreign
markets. The qualitative impact of tariffs, positive
or negative on each of the prices and quantities is
the same under all sets of assumptions, but the
quantitative impact varies. Each scenario consid-
ers how the present market conditions differ from
what they would have been in the absence of a
tariff.

Following the base-line assumptions, the cur-
rent tariff raises the price of imports by 10
percent and reduces the quantity imported by al--
most a third of what it would have been. It raises
the price of domestic tuna by 8.4 percent, and it
increases domestic production by 16.7 percent.
The tariff reduces exporting countries’ supply
price by 2.5 percent, and reduces their produc-
tion by 5.0 percent.2!

The base-line figures indicate the most likely
effects of the current tariff. Uncertanty about the
true values of the underlying elasticities is re-
flected in the differing results presented in the
columns for upper-bound and lower-bound as-
sumptions.22

19 See note 16.

20 The other figures required are data on the share of
imports in domestic consumption and the share of each
tariff region's imports in world trade.

2t The average price of domestic tuna rises slightly
less than the average price of foreign tuna because the
two are not perfect substitutes. For particular brand-
name products, the consumer price of domstic tuna will
rise the same amount as the price of the corresponding
import. There is, however, a slight difference between
domestic and imported tuna in the overall mix of prod-
ucts (the amount of higher quality white meat tuna
compared to the amount of light meat tuna, for exam-
ple). This is enough of a difference to mean that the
average price of domestic tuna will rise less than the
average price of imported tuna.

22 The results in each column of the table should be
taken together as a set. It does not make sense, for
example, to combine the result for the quantity of
imported tuna in one column with the result for the price
of domestic tuna in another column.



Table 6-3

Effects of U.S. tariffs in the U.S. and the World Markets

Scenarios
Baseline r
Low supply High supply Medium supply  Low supply High supply
elasticity elasticity elasticity elasticity elasticity
Trading region (1) (5)* (2N (m 5)!
Percent
Effect on U.S.:
Price of imported tuna ....... +9.4 +10.7 +10.0 . +9.5 +10.8
Quantity of imported tuna . ... -38.0 -47.0 -31.6 -20.5 -45.0
Price of domestic tuna ....... +3.9 +2.8 +8.4 +9.4 +10.4
Quantity of domestic tuna . ... +3.9 +13.8 +16.7 +9.4 +52.2
Effect on World:
Price of traded tuna ......... -3.1 -1.8 -2.5 -3.0 -1.7
Quantity produced in
exporting countries ........ -3.1 -9.2 -5.0 -3.0 -8.6

* These values are used for supply elasticities In the analysis.

The estimate of the effect of tariffs on the
price of imported tuna is not very sensitive to dif-
ferences in assumptions. The results for quantity
of imports fall within a range of 20.5 percent to
47.0 percent. The results that are most sensitive

are the effects of tariffs on the price and quantity -

of domestic tuna. The range of estimates for this
price change is 2.8 to 10.4 percent, while the
range of estimates for increase in domestic pro-
duction is 3.9 to 52.2 percent.

The Impact of Equalizing U.S. Tariffs With
Those of the EC23

Table 6-4 presents estimates for the impact of
raising U.S. tariffs from the current two rates of
6.0 percent and 12.5 percent to the single EC
rate of 24 percent. According to the base-line as-
sumptions, this would increase the price of
imported tuna 7.7 percent above what it is now.
The quantity of U.S. imports would decline by
32.4 percent; the price of domestic tuna would
increase by 6.1 percent; and the quantity of do-
mestic production would increase by 12.3
percent.

The range of results for the price of imported
tuna is quite narrow under alternative assump-
tions, in the range from 7.3 percent to 8.6
percent. The range of estimates for the decline in
the quantity of imports is much broader, extend-
ing from 19.7 percent to 72.1 percent. Estimates
for the impact of the tariff on the price of domes-
tic tuna range from 1.9 to 7.3 percent, while
estimates for domestic production range from 3.0
percent to 35.5 percent.

23 Under the terms of the GATT, any increase in
U.S. duties must be matched by compensatory reductions
in other duties. The present analysis ignores the effects
of compensatory reductions and problems in negotiating
changes. .

The Impact of EC Tariffs on EC, U.S., and
World Markets

Table 6-5 indicates the effects of the Euro-
pean Community’s tariffs on their home markets,
on U.S. markets, and on world supply markets. It
should be noted that domestic production here

. includes that by the Lome countries, as their

products enter the EC without a tariff. The con-
sistent result across all scenarios is that tariffs
raise prices .on dutiable imports by a large
amount, between 17 and 22 percent, and they
reduce the quantity of imports by a large amount.
The EC'’s tariff also has substantial effects on the
U.S. market, because it depresses the world sup-
ply price of tuna, lowering the cost of imported
tuna in the U.S. market. As a result, U.S. con-
sumers substitute away from U.S. domestic tuna
to imported tuna. Both the price of domestic tuna
and the quantity produced decline as .a result.

. The magnitude of these effects on the U.S. mar-

ket are substantially lower than the effects of the
EC tariff on the home market. Nevertheless they
are substantial. Under the base-line scenario, the
current EC tariff reduces the price of U.S. do-
mestic canned tuna by 4.4 percent and the
quantity of production by 8.8 percent.

As is the case with U.S. tariffs, EC tariffs lead
to reduced production by tuna exporters, in con-
sequence of the reduction in the world supply
price.

The Impact of Equalizing EC Tariffs With
Those of the U.S.

If a rise in the EC tariff hurts both U.S. pro-
ducers and third-country producers (although it
benefits consumers outside the EC), a decline in
the EC tariff to the U.S. rate benefits producers
outside the EC. The results of this sort of tariff
equalization are presented in Tables 6-6 and
6-7. '
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Table 6-4
Effects of ralsing U.S. tariffs to the EC level’

Scenarios
Lower bound Baseline - Upper bound
Low supply High supply Medium supply  Low supply High supply
elasticity elasticity elasticity elasticity elasticity
Trading region (1)2 . (5)2 (2)? (1)? ' (5)*
~ Percent
Effect on U.S.:
Price of imported tuna ....... +7.6 +8.6 +7.7 +7.3 +7.5
Quantity of imported tuna . ... -32.1 -41.9 -32.4 -19.7 -72.1
Price of domestic tuna ....... +3.0 +1.9 +6.1 +7.3 +7.1
Quantity of domestic tuna . ... +3.0 +9.5 +12_.3 +7.3 +35.5
Effect on World:
Price of tradgd u:jnla ......... -2.6 -1.6 -2.5 -2.9 -2.7
Quantity produced In .
exporting countries ........ -2.6 - -8.2 -5.1 -2.9 ) -13.7
' The U.S. rate was increased from 12.5 percent to the EC rate of 24 percent. '
2 These values are used for supply elasticities in the analysis.
Table 6-5
~ Effects of the EC tariff in the EC, U.S., and World Markets
: Scenarios
Lower bound Baseline Upper bound ..
Low supply High supply ‘Medium supply  Low supply High supply
elasticity elasticity elasticity elasticity -elasticity
Trading region (1)t (2) (ip . (5)"
Percent S
Effect on EC: ,
Price of imported tuna ....... +17.1 +20.5 +18.5 +17.7 +21.5
Quantity of Imported tuna . ... -66.3 -76.1 -58.0 -36.2 -57.9
Price of domestic tuna ....... +7.5 . +6.4 +15.4 +17.5 +21.0
Quantity of domestic tuna . ... +7.5 +32.2 +30.9 +17.5 +104.9
Effect on World: ‘ ) _
Price of traded tuna . ........ -6.9 -3.5 -5.5 : -6.3 -2.5
Quantity produced in .
exporting countries ........ -6.9 © -17.5 ~-11.0 -6.3 -12.3 .
Effect on U.S.: '
Price of imported tuna ....... -6.9 -3.5 -5.5 -6.3 -2.5
Quantity of imported tuna .... +29.0 +17.1 +23.2 +16.8 +23.7
Price of domestic tuna ....... -2.7 -0.8 -4.4 -6.2 -2.3
Quantity of domestic tuna . ... -2.7 -3.9 -8.8 -6.2 -11.7

' These values are used for supply elasticities in the analysis.

Two tables are presented because there are
two ways that the EC could implement an equali-
zation of tariffs. In the strictest sense of
equalizing tariff structures the EC could adopt the
U.S. multi-tiered tariff (Table 6-6). Alterna-
tively, the EC could adopt the U.S. average tariff
rate of 10.6 percent. (Table 6-7), while the U.S.
also moves from its tariff-rate quota system to a
single 10.6 percent rate. In both cases, the effect
on the United. States is to increase prices for im-

6-6

ported and domestic tuna, to increase domestic
production, and to decrease imports.

However, as expected, the estimated effects
on the United States of the lowered EC tariff (ta-
bles 6-6 and 6-7) are not nearly as substantial as
those induced by raising U.S. tariffs to EC levels
(table 6-4). The effects on price and quantity of
U.S. imports are approximately three times as
great for raising the U.S. tariff as for lowering the
EC tariff.



Table 6-6

Effects of lowering the EC tariff to the U.S. marginal rate’

Scenarios
‘ _Baseline Upper bound.
> Low supply High supply Medium supply Low supply High supply

. elasticity elasticity elasticity elasticity - elasticity

Trading region ) (1)? (5)2 (2)? : (1)2 (5)?
Percent

Effect on EC: ' :

Price of Imported tuna ..... . -6.1 : -7.5 -6.5 -6.3 -6.8

Quantity of imported tuna . ... +30.2 +39.4 +29.5 +17.2 +57.3

Price of domestic tuna ....... -2.0 -1.4 -5.1 -6.2 -6.5

Quantity of domestic tuna . ... -2.0 ~7.1 -10.2 -6.2 -32.6
Effect on World: ' o

Price of traded tuna ......... +3.1 +1.8 +2.8 +3.0 +2.4

Quantity produced in

exporting countries ........ . 431 +9.1 +5.6 7 43.0 +12.7

Effect on U.S.: ' :

Price of Imported tuna ....... o 431 +1.8 +2.8 +3.0 +2.4

Quantity of imported tuna . ... -13.2 -8.8 -11.8 -8.0 '-23.5

Price of domestic tuna ....... +1.3 +0.4 +2.2 +2.9 +2.3

Quantity of domestic tuna . ... +1.3 +2.0 +4.5 4+2.9 +11.6

-1 The EC rate Is lowered from 24 percent to the U.S. marglnal rate of 12.5 percent.
2 These values are used for supply elasticities In the analysis.

Table 6-7

Effects of lowering the EC tariff to the U.S. average rate' -
' ‘ ) ' Scenérios
Baseline Upper bound
Low supply  High supply.  -Medium supply Low supply High supply-
: elasticity elasticity . elasticity elasticity - elasticity
Trading region » (1)? )2 (2)2 (1) (5)?
Percent
Effect on EC: ’ p
Price of Importedtuna ....... ~-6.8 - -8.4 -7.1 ~ -6.8 -7.5
Quantity of imported tuna .. .. +33.1 +44 .6 +34.1 - +18.7 +62.9
Price of domestic tuna ....... -2.2 -1.6 -5.7 -6.7 -7.2
Quantity of domestic tuna . ... -2.2 ~-8.0 -11.2 - - -6.7 . -35.8
Effect on World: . _
Price of traded tuna ......... +4.0 +2.4 +3.7 +4.0 +3.3
Quantity produced in : i
exporting countries ........ +4.0 +11.9 +7.3 ¢ +4.0 +16.5
Effect on U.S.: )
Price of imported tuna ....... - 42.3 +1.1 +2.0 +2.3 +1.6
Quantity of imported tuna .. .. -10.3 -3.4 -8.5 -6.3 -15.5
Price of domestic tuna . ...... +1.1 +0.2 +1.6 +2.2 +1.5
Quantity of domestic tuna .. .. -+1.1 +0.8 +3.2 +2.2 +7.6

' The EC rate is lowered from 24 percent to the U.S. average rate of 10.6 percent.
2 These values are used for supply elasticities in the analysis. -

Effects of the U.S. Tariff on Domestic
Harvesters

‘A tariff on canned tuna increases production
by domestic canners, and they in turn increase
their purchases of raw tuna. If the supply of raw
tuna is less than fully elastic, this means that the
price of raw tuna will be bid up and, other things
equal, domestic harvesters will find higher prices
and a larger market for their catch. On this basis
the American Tunaboat Association urges higher
" tariffs on canned tuna.

There is nevertheless reason to believe that

.the impact of a tariff increase on domestic har-

vesters would be small or even adverse. The
reason is that raw tuna is increasingly a traded
commodity whose price is set on the world mar-
ket. An increase in the U.S. tariff would raise
prices and reduce total U.S. consumption, even
though it increases domestic production. The re-
sultant reduction in overseas production would
reduce the world price of raw frozen tuna. Thus
domestic harvesters may, like foreign harvesters,

be adversely affected by tariffs.
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One key issue in deciding the matter is what is
the elasticity of supply of raw tuna for domestic
canneries. If canneries are able to purchase as
much raw tunia as desired without having to pay
an increasing premium over the world: price,24

then domestic harvesters will suffer from the tar-

iff. If, on the other hand, an increasing premium
must be paid to draw in raw tuna from a wider
supply area, then the domestic price of raw tuna
will rise above the world price and, to that extent,
domestic harvesters will benefit. '

Of .course, this premium may not be large
enough to offset the general decline in the world
price of raw tuna induced by an increase in the
U.S. tariff. Unfortunately data is not available to
decide the matter, and .tuna harvesters and can-
ners express considerable disagreement over the

question.25

Another consideration, noted by the canner
Pan-Pacific,?8 is that a tariff could be the means

of préserving a market for. frozen tuna that would -

otherwise be lost. If in fact such higher prices
would ensure the long-run viability of canneries
like Pan-Pacific, then this would benefit the Cali-
fornia inshore tuna fleets. These fleets are made

up of small vessels that unlike their larger cousins, :

the tuna purse seiners, cannot travel to other fish-
‘ing grounds closer to other canneries (e.g., the
western Pacific). A loss of the California, market
" for frozen tuna probably would- create a signifi-
cant economic loss for these producers, for whom
the issue is not simply changes in prices, but the
possible loss of the market altogether. :

Competitive Effects of EC Fishery
' Access Agreements

The ‘details of various tuna-fishery access
agreements negotiated by the EC with island
States and other coastal nations in the Indian
Ocean and elsewhere are described earlier in this
report.27 . The question before us is to what extent
these agreements restrict access of U.S.-flag tuna

vessels to tuna resources within the waters of such.

nations and island states. The questions. is limited
to the harvesting sector, where the direct effects

24 This premium is in part the result of transportation
costs from more distant fishing grounds that would need
to be drawn from if production were increased. - :

2% The American Tunaboat Association argues that
frozen-tuna prices follow canned-tuna prices, and thus it
urges-policies (e.g., tariffs) that would raise the U.S.
price of canned tuna as a means to boost frozen-tuna
prices. See prehearing brief of the American Tunaboat
Association, July 27, 1990, pp. 2, 34, 39, 43. In .
contrast, the Van Camp Seafood Company (the maker
of “Chicken of the Sea” tuna) argues that a higher
canned-tuna price would reduce consumption, which
would reduce canneries’ demand for frozen tuna. See
writlen statement of the Van Camp Seafood Company,

. 3. .
2 See testimony of GR Foods (parent company of
Pan-Pacific), hearing transcript, pp. 145-150.

are felt; no information was received as to any
significant competitive effects on the processing
sector. In short, the agreements negotiated by the
EC do not restrict access of U.S.-flag vessels to
the water. The rights to fish are sold by the states
and are available to any party willing to pay for
access.

A corollary question raise by the industry is
the competitive effect of these agreements. Do
these agreements affect the overall world supply

-and conseqeuntly harm U.S.-flag harvesters?

Specifically, do U.S.-flag vessels suffer because
the EC rather than the EC-flag harvestors pays
the access fee. Assuming no policy related factors
affect the price, and that the Coastal states desire
to capture the full value of the resource, the full
EC payment can be taken as a reliable indicator
of the value of the tuna fisheries .in question. No
better indicator of such value is available. The
Coastal States in this way capture the economic
rent generated by the tuna migration through na-
tional waters. By taking on the burden of the
payment, the EC confers upon the EC-flag har-
vesters a direct cost reduction of producing tuna
from those waters.

The gap between costs and revenues offered
by the EC payment provides an economic buffer
for EC harvesters,” enabling them to better
weather short-run fluctuations in frozen-tuna
prices, fuel prices, and other variables. Produc-
tion, however, would not significantly change.
The agreements typically set limits on the annual
allowable tuna catch. The tuna in those waters
would still be worth harvesting whether the na-
tions charged a zero access fee or a fee equal to

-the full difference in harvesting costs between its

stocks and other, marginally profitable ones.
Therefore, charging an access fee (whether equal
to or less than the true value of the fish stocks)
does not reduce harvesting activity below that if
access were free. As a consequence, production is

likely no greater under EC-negotiated agreements

than that which would occur as a result of individ-
ual negotiations. ‘

. 27 In the 1980s, the EC embarked on a policy of
combining foreign economic assistance to developing
coastal economies (including some former colonies of
some EC Member States) with economic and logistical
support to its expanding tuna industry, particularly the
harvesting sector. With large amounts of economic aid
(mostly in cash but also in grants-in-kind), the EC
arranged agreements with coastal developing economies
that enabled them to grant to tuna harvesters flying the
flags of EC Member States access to their fishery
resources. Thus, for example, an agreement was reached
in October 1989 (amending an earlier treaty) with
Madagascar, whereby Madagascar would grant up to 45
licenses to EC tuna vessels, which could then harvest up
to 12,000 tons of tuna annually. As the number of
vessels and the tuna catch increased, so did the EC-
contribution. A sum of 600,000 ECU was to be paid to
the Malagasy treasury to finance Malagasy scientific
programs. Other agreements (e.g., with Senegal, the
Seychelles, Gabon, Guinea, and other nations) are
broadly similar (see ch. 4).
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The Committee on Finance requests that the United States

International Trade Commission conduct an investigation under
section 332(g) Of the Tariff Act of 1930, as amended [19 U.s.cC.
1332(g) ), for the purpose of assessing the competltlve condition
of the U.S. and European canned tuna 1ndustr1es in domestic and
foreign markets. S

In its investigation, the Commission should, to the

extent possible, develop information pertinent to an evaluation
of the competitive position of the tuna harvesting and processing
sectors of the U.S. industry and of the industries in the.
European Community and other foreign countries, including, but
not limited to, the following subjects:

(1)

(2)

The U.S. industry.--Levels and trends in technology,
number of operations, employment and wages, sources of raw
tuna used by the processing sector, production, capacity,
major markets, inventories, costs, productivity, financial
experience, changes in industry structure such as
ownership changes in the tuna canning sector, stéps the
U.S. fleet and processors have taken to adjust to import
competition and the results of such measures, the
availability of tuna resources, and government . involvement
in the industry.

Foreign industries.-~Information on the tuna industry in
the European Community and in other important producing
countries. To the extent information can be readily
obtained, this should include levels and trends in
technology, number of operations, employment and wages,
sources of raw tuna used by the processing sector,
production, capacity, major markets, inventories, costs,
productivity, financial experience, industry structure,
the availability of tuna resources to foreign fleets, and
government involvement in the industry.
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(3)

(4)

(5)

The U.S. market.--A description of the tuna market,

“channels of distribution, supply and demand factors,

inspection standards and procedures, levels and trends in
U.S. consumption, trade, and prices for both domestic and
foreign raw and canned tuna.

The European market.--A description of the market for raw
and canned tuna, channels of distribution, supply and
demand factors, inspection standards and procedures,
levels and trends in consumption, trade, and prices for
both domestic and foreign raw and canned tuna.

. Trade distorting practices maintained by the European

Community and other major producing and consuming areas.--
To the extent possible, a description and assessment of

the competitive effects on U.S. and foreign tuna
industries of tariffs and other trade barriers encountered
by U.S. or third-country exporters; and EC fishery
agreements with nations and island states in the Indian
Ocean and elsewhere, that may restrict access of U.S.-flag
tuna vessels to tuna resources within the waters of such
nations and island states. This assessment should
include, inter alia, an evaluation of the likely
competitive effects on U.S. and European production  and
trade of an equalization of U.S. and EC tariffs and other
trade barriers in the markets for raw and canned tuna.

The Commission should report the results of the

investigation no later than nine months after receipt of this

letter.

Thank you for your cooperation in and attention to this

important matter.

Sincerely,

Lloyd entsen
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The Committee on Ways and Means hereby requests that tﬁg
United States International Trade Commission conduct an
investigation under section 332(g) of the Tariff Act of 1930,
amended (19 U.S.C. 1332(g)), for the purpose of assessing the
competitive condition of the U.S. and European canned tuna
industries in domestic and forelgn markets.

b

as

In its investigation, the Commission should, to the extent
possible, develop information pertlnent to the evaluatlon of the
competitive position of the tuna harvestlng and processing sectors
of the U.S. industry and of these sectors in the EC and other
foreign countrles, including, but not 11m1ted to, the following

subjects:

(1) The U.S. Industry -- Levels and trends in technology,
number of operations, employment and wages, sources of raw tuna
used by the processing sector, production, capacity, major
markets, inventories, costs, productivity, financial experience,
changes in the industry structure (such as ownership changes in
the tuna canning sector), steps the 11.S. fleet and processors have
taken to adjust to import competition and the results of such
measures, and the availability of tuna resources (including any
government restrictions or international agreements affecting such

availability).

(2) Foreign Industries -~ Information on the tuna industry in
the EC and in other important producing countries. To the extent
information can be readily obtained, this should include levels
and trends in technology, number of operations, employment and
wages, sources of raw tuna used by the processing sector, produc-
tion, capacity, major markets, inventories, costs, productivity,
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financial experlence) industry structure, and the avallablllty of
tuna resources (including any government restrictions or
international agreements affecting such availability).

(3) The U.S. Market -- A description of the tuna market,
channels of distribution, supply and demand factors, inspection
standards and procedures, levels and trends in U.S. consumption,
trade, and prices for both domestic and foreign raw and canned
tuna.

(4) The European Market -- A description of the market for
raw and canned tuna, channcls of distribution, supply and demand
factors, inspection standards and procedures, levels and trends in
consumption, trade, and prlces for both domestic and foreign raw
and canned tuna.

(5) Trade-distorting Practices Maintained by the European
Community and Other Major Producing and Consuming Areas =-- To the
extent possible, a description and assessment of the competitive
effects on U.S. and foreign tuna industries of:. tariffs encoun-
tered by U.S. or third-country exporters, and EC fishery agree-
ments with nations and island states in the Indian Ocean and
elsewhere that may restrict access of U.S.-flagged tuna vessels to
tuna resources within waters of such nations and island states.
This assessment should include, inter alia, an evaluation of the
likely competitive effects on U.S. and European production and
trade of an equalization of U.S. and EC tariffs and other trade
barriers in the markets for raw and canned tuna.

The Commission should report the results of the investigation
no later than 9 months following receipt of this letter.

Thank you for your cooperation in and attention to this
important matter.

Sinceresly yours,

éan Rost:ei’a%%’s’Z )

Chairman
DR/jnc

bcc: The Honorable Robert T. Matsui
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100-418 (Aug. 23, 1988). amended section
337 to provide that under certain
circumstances the Commission shall
presume the facts alleged in the
complaint to be true and, upon request,
issue a limited exclusion and/or cease
and desist orders if the complainant is
seeking relief solely affecting defaulting
respondents. The Commission found
that all of the statutory prerequisites for
granting limited relief against defaulting
respondents were present in this
investigation. A complaint was filed
against each defaulting respondent,
copies of the complaint and notice of
investigation were served on each
defaulting respondent, each defaulting
_respondent failed to respond to the
complaint and notice or otherwise failed
to appear to answer the complaint and
notice, each defaulting respondent failed
to show good cause why it should not be
found in default. and complainant
requested relief limited solely to the
defaulting respondents. The Commission
further determined that the public
interest factors enumerated in 19 U.S.C.
1337(g){1) do not preclude the issuance
. of such relief.

The Commission determined that
respondents’ bond under the limited
exclusion order during the Presidential
review period shall be in the amount of

- 100 percent of the entered value of the
imported articles.

Copies of the Commission’s orders
and all other nonconfidential documents
filed in connection with this
investigation are available for
inspection during official business hours
(8:45 a.m. to 5:15 p.m.) in the Office of
the Secretary, U.S. International Trade
Commission, 500 E. Street SW.,
Washington, DC 20436, telephone 202-
252-1000. Hearing-impaired individuals
are advised that information about this
matter can be obtained by contacting
the Commission’s TDD terminal. 202~
252-1810.

By order of the Commission.
Issued: April 11, 1990.
Kenneth R. Mason,
Secretary.
{FR Doc. 90-8968 Filed 4-17-90; 8:45 am|
BILLING CODE 7020-02-M

[Inv. No. 337-TA-302)

In the Matter of Certain Seli-Inflating
Mattresses; Commission Decision Not
To Review an Initial Determination
Terminating Investigation With
Prejudice Based Upon Complainant's
Motion To Terminate

AGENCY: U.S. International Trade
Commission. ' .

AcTiON: Nonreview of initial
determination (ID) granting
complainant's motion to terminate the
investigation with prejudice.

SUMMARY: The Commission has
determined not to review the ID (Order
No. 11) terminating the above-captioned
investigation. The ID was based upon
complainant Cascade Designs, Inc.'s
motion to terminate the investigation.
The motion was opposed by
respondents Gymwell Corporation and
Goodway Corporation..The Commission
investigative attorney did not oppose
the motion. Respondents filed a petition
for review of the ID. No agency
comments were filed. )

FOR FURTHER INFORMATION CONTACT:
Rhonda M. Hughes, Esq., Office of the
General Counsel, U.S. International
Trade Commission, telephone (202) 252-
1083. Hearing-impaired individuals are
advised that information on this matter
can be obtained by contacting the
Commission's TDD terminal at {202)
252-1810.

SUPPLEMENTARY INFORMATION: This-
action is taken under the authority of .
section 337 of the Tariff Act of 1930 (19
U.S.C. 1337) and Commission interim
rule § 210.53 (19 CFR 210.53).

Respondents filed a request that the
Commission institute an ancillary
proceeding to determine if complaint
has abused Commission process. The
Commission will decide at a later date
whether to institute such a proceeding.

Copies of the nonconfidential version
of the ID and all other nonconfidential
documents filed in connection with this
investigation are available for
inspection during official business hours
(8:45 a.m. to 5:15 p.m.} in the Office of
the Secretary, U.S. International Trade
Commission, 500 E Street SW.,
Washington, DC 20436; telephone: {202}
252-1802.

By order of the Commission.

Issued: April 11, 1990.
Kenneth R. Mason,
Secretary.
[FR Doc. 90-8969 Filed 4-17-90; 8:45 am)
BILLING CODE 7020-02-4

[Investigation No. 332-291]}

Tuna; Competitive Conditions
Atfecting U.S. and European Tuna
Industries in Domestic and Foreign
Markets

AGENCY: United States International
Trade Commission.

ACTION: Institution of investigation,
scheduling of hearing, and request for

comments in connection with the
investigation.

EFFECTIVE DATE: April 5. 1990.

summaRy: Following receipt on March 2,
1990, of & request from the Committee on
Finance, U.S. Senate, and on March 12,
1990, of a similar request from the
Committee on Ways and Means. U.S.
House of Representatives, the
Commission instituted investigation No.
332-291 under section 332(g) of the Tariff
Act of 1930 (19 U.S.C. 1332(g)) for the
purpose of providing the following
information on the competitive
conditions of the UJ.S. and European
canned tuna industries in domestic and
foreign markets:

(1} The US. Industry—Levels and
trends in technology. number of
operations, employment and wages.
sources of raw tuna used by the
processing sector, production, capacity.
major markets, inventories, costs,
productivity, financial experience,
changes in industry structure such as
ownership changes in the tuna canning
sector, steps the U.S. fleet and
processors have taken to adjust to -
import competition and the results of °
such measures, the availability of tuna.
resources, and government involvement
in the industry. _

{2} Foreign Industries—Information on
the tuna industry in the EC and in other
importarnt producing countries. To the - -
extent information can be readily
obtained, this would include levels and
trends in technology, number of
operations, employment and wages,
sources of raw tuna used by the
processing sector, production, capaciiy.
major markets, inventories, costs,
productivity, financial experience.
industry structure, the availability of
tuna resources to foreign fleets, and
government involvement in the industry.

(3) The U.S. Market—A description of
the tuna market, channels of
distribution, supply and demand factors.
inspection standards and procedures,
levels and trends in U.S. consumption.
trade, and prices for both domestic and
foreign raw and canned tuna.

(4) The European Market—A
description of the market for raw and
canned tuna, channels of distribution,
supply and demand factors, inspection
standards and procedures, levels and
trends in consumption, trade, and prices
for both domestic and foreign raw and
canned tuna.

(5) Trade-distorting Practices
Maintained by the European
Community and Other Major Producing
and Consuming Areas—To the extent
possible, a description and assessment .
of the competitive effects on U.S. and
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foreign tuna industries of the following:
tariffs and other trade barriers
encountered by U.S. ot third-country
exporters; and EC fishery agreements
with nations and island states in the
Indian Ocean and elsewhere, that may
restrict access of 1).S.-flag tuna vessels
1o tuna resources within the waters of
such nations and island states. This
assessment would include, inter alia, an
evaluation of the likely competitive
eflects on U.S. and European production
and trade of an equalization of U.S. and
EC tariffs and other trade barriers in the
markets for raw and canned tuna.

As requested by the Committees, the
Commission will seek to report the
results of its investigation by December
3. 1990.

FOR FURTHER INFORMATION CONTACT:
Roger Corey {202-252-1327) or David
Ingersoll (202-252-1309), Agriculture
Division, Office of Industries, US.
International Trade Commission.
Hearing-impaired persons can obtain
information on this investigatioa by
contacting the Commission’'s TDD
terminal on {202) 252-1810.

PUBLIC HEARING: A public hearing in
connection with this investigation will
be heldin the Commission Hearing
Room, 500 E Street SW., Washington,
DC, 20436, beginning at 9:30 a.m. on
August 16, 1990. All persons have the
right to appear by counsel or in person,
to present information, and to be heard.
Persons wishing to appear at the public
hearing should file a letter asking to
testify (state the names and titles of
witnesses) with the Secretary, United
States International Trade Commission,
500 E Street SW., Washington, DG,
20436, no later than the close of business
(5:15 p.m.), August 4, 1990. in addition,
persons testifying must file prehearing
briefs (original and 14 copies} with the
Secretary by the close of business on
"August 3, 1990. Any posthearing briefs
should be filed not later than the close
of business on Septamber 14, 1990.
WRITTEN SUBMISSIONS: [nterested
persons may submit written statements
concerning the investigation. To be
assured of consideration, written
statements must be received by the
close of business on September 14, 1990.
Commercial or financial information
that a submitter desires the Commlsswn
to treat as confidential must be
submitted on separate sheets of paper.
each clearly marked “Cconfidential
Business Information” at the top. All
submissions requesling confidential
treatment must conform to the
requirements of § 201.6 of the
Commission's Rules of Prectice and
Procedure (19 CFR 201.6). All written
submissions, except for confidential

business information, will be made
available for inspection by interested

. persons. All submissions should be

addressed to the Secretary at the
Commission’s office in Washington, DC.
By order of the Commission.
1sswed: April 8, 1990.
Kenneth R. Mason,
Secreary.
|FR Doc. 308972 Filed 4-17-90: 8:45 am]}
BILLING CODE 7020-02-M

INTERSTATE COMMERCE
COMMISSION

{Finance Docket No. 31618]

C&S Railroad Corp. Modified Ralil
Certificate

On March 12, 1990, a notice was filed
by C&S Railroad Corporation (C&S) for
a modified certificate of public
convenience and necessity under 49 -
CFR 1150.23. By agreement with the
Carbon County Railroad Commission
(CCRRC) and the Schuylkill County Rail
Transport Authority (SCRTA), C&S is
authorized to operate over rail lines: (1)
Between Packerton Junction, PA
(milepost 0.0) and Haucks, PA {milepost
19.5), a distance of 19.5 miles {the
Nesquehoning Branch); {2) between East
Mahoney Junction, PA [milepost 103.0)
and Lofty, PA [milepost 110.4), a
distance of 7.2 miles [the Catawissa
Branch); and [3) between York Junction,
PA {milepost 138.3} and Delano, PA
(milepost 158.2}, a distance of 9.9 miles
(the Shimer Rurming Track). The lines to
be operated connect with Consolidated
Rail Corporation {Conrail) at Packerton
Junction and York Junction.

Prior to abandonment, the
Nesquehoning Branch was owned by
Reading Company {Reading). It was not
conveyed to Conrail under the Final
System Plan. Operations were continued
on the line by Conrail as designated
operator appointed by the Pennsylvania
Department of Transportation. The line
was acquired and is currentiy owned by
the County of Carbon end is
administered by CCRRC. The Calawissa
Branch also was owned by Reading and
not conveyed to Conrail under the Final
System Plan. The line was acquired and
is currently owned by SCRTA. The
Shimer Running Track was abandoned
by Conrail pursuant to the Commission's
decision in Docket No. AB-167 (Sub-No.
397N), Conrail Abandorment Between
York Jct. and Delano. PA (not printed),
served June 8, 1983, and is now owned
by SCRTA.

The Panther Valley Railroad
Company (PVRR) was the previous
operator over the lines pursuant to

modified certificates issued in Finance
Docket No. 30252, Parther Valley
Railroad Corporation Modified Rail
Certificate {not printed), served August
23, 1983, and Finance Docket No. 31043,
Panther Valley Railroad Corp. Modified
Rail Certificate (not printed). served
June 8, 1987. PVRR tlerminated its
service on March 10, 1990, pursuant {o a
notice filed with the Commission on
January 11, 1990.

This notice must be served on the
Association of American Railroads (Car
Service Division), as agent of all
railroads subscribing to the car-service
and car-hire agreement, and on the

~ American Short Line Railroad

Association.

Dated: April 10, 1990.

By the Commission. Jane F. Mackall,
Director, Office of Proceedings.
Noreta R. McGee.
Secrelary.
{FR Doc. 90-8880 Filed 4-17-90: 8:45 am}
BILLING CODE 7035-01-M

DEPARTMENT OF JUSTICE

Lodging of Consent Decree Pursuant
to the Clean Air Act

In accordance with Departmental
policy, 28 CFR 50.7, notice is hereby
given that on April 6, 1990, a proposed
Consent Decree in Un#ted States v. Lyor.
& Associates Realty, et al, Civil Action
No. CIVS 89-0809 RAR-EM, was lodged
with the United States District Court for
the Eastern District of Califernia. The
Complaint sought penalties and
injunctive relief against Lyon &
Associates Realty, George E. King
Construction and Frederick B. Curtis,
Inc. for violations of regulations issued
under the Clean Air Act, 32 U.S.C. 7601
et seq., regarding the handling and
disposal of friable asbestos. 40 CFR
61.140-61.156.

The proposed Consent Decree
imposes an injunction against future
violations of the Clean Air Act,
including specific steps to assure prope:
procedures are followed with respect tc
notification to regulatory agencies and
with respect to the handling and
disposal of asbestos. The proposed
Consent Decree also imposes a civil
penalty of $65,000.

The Department of Justice will receiv
for a period of thirty (30) days from the
date of this publication, comments
relating to the proposed Consent Decre
Comments should be addressed to the
Assistant Attorney General of the Lanc
and Natural Resources Division,
Department of Justice, P.O. Box 7611.
Washington, DC 20044. Comments
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States
International Trade Commission's hearing:

Subject _ : TUNA: COMPETITIVE CONDITIONS
AFFECTING THE U.S. AND EUROPEAN
TUNA INDUSTRIES IN DOMESTIC AND
FOREIGN MARKETS

Inv. No. : 332-291
Date and Time : August 16, 1990 - 9:30 a.m.

_ Sessions were held in connection with the investigation in the
Main Hearing Rodm 101, United States International Trade Commission,
500 E Street, S:W., in Washington, D.C.

: A . .
Hector Melendez,‘ﬁeputy Administrator. Economic Development

Administration, Commonwealth of Puerto Rico
(accompanied by John Stewart, Economic Advisor) .

' William P. Coleman, Chief of Staff, Office of the Governor,

American Samoa Government (accompanied by Fred Rodewagen,
Washington Representative)

American Tunaboat Association
San Diego, CA

August Felando, President
Harris & Ellsworth

washington, D.C.

on behalf of

Association of Food Industries

Larry Abramson, President
Camerican (Division of ConAgra)

Herbert E. Harris II )
}--OF COUNSEL
Cheryl Ellsworth )]

- more -~



WITNESS AND ORGANIZATION:

Mitsubishi Foods (MC), Inc.
and
Caribe Tuna, Inc.
San Diego, CA

Richard Atchison, President

Reinhardt & Schachter
Newark, New Jersey

Uaion General de Trabajadores (UGT)
(Bargaining Representative, Puerto Rico
Tuna Industry Employees)

Osvaldo Romero, Secretary of Treasury

Paul Schachter ) -—OF COUNSEL

American Federal of Labor and Congress
of Industrial Organizations
washington, D.C.

Rudy Oswald, Director., Department of
Economic Research

Fishermen's Union of America
San Pedro, California

Theresa Hoinsky, President,
Fishermen's Union of America, AFL-CIO,
Pacific and Caribbean Area
(Seafarers International Union)

= more -



WITNESS AND ORGANIZATION:

United Industrial wWorkers, Service, Transportation
Professional and Government of North America

AFL-CIO
Camp Springs, MD 20746
Steve Edney, National Director
) 1if ) : .
Marshall Murphy
Marge Marques
Gloria Craft
Carolina Patt.
Olsson, Frank and Weeda
wWashington,. D.C.
on behalf of

Pan ﬁacific FiSheries, Inc.
(of GR Foods, Inc.)

Tony Trutanich, Vice President
Charles F. Woodhouse, President,
GR Foods, Inc.

David F. Weeda’ )

) =-OF COUNSEL
David L. Durkin )

Howrey & Simon

washington, D.C.

Qn_bkehalf of

Starkist Seafood Company] A

Robert W. Hetzler, Executive Vice-President
Edward P. Henneberry )
) --OF COUNSEL

Mark V. Matera )

- end -



, : APPENDIX D
EXPLANATION OF THE RATES OF DUTY APPLICABLE TO TUNA
AND SELECTED PORTIONS OF THE HARMONIZED TARIFF SCHEDULES
OF THE UNITED STATES, ANNOTATED, 1990



TARIFF AND TRADE AGREEMENT TERMS

The Harmonized Tariff Schedule of the United States (HTS) replaced the Tariff
Schedules of the United States (TSUS) effective January 1, 1989. Chapters 1 through 97
are based upon the internationally adopted Harmonized Commodity Description and
Coding System through the 6-digit level of product description, with additional U.S.
product subdivisions- at the -’ 8-digit level. Chapters 98 and 99 contain special U.S.
classification provisions and temporary rate provisions, respectively.

The Harmonized Commodity Description and Coding Systemi, known as the
Harmonized System or HS, is intended to serve as the single modern product
nomenclature for use in classifying products for customs tariff, statistical, and transport
documentation purposes. Based on the Customs Cooperation Council Nomenclature, the
HS is a detailed classification structure containing approximately 5,000 headings and
subheadings describing articles in trade. The provisions are organized in 96 chapters
arranged in 20 sections which, along with the interpretative rules and the legal notes to
the chapters and sections, form the legal text of the system. Parties to the HS Convention
agree to base their customs tariffs and statistical programs upon the HS nomenclature. .
Recent legislation replaced the TSUS with an HS-based tariff schedule known as the
Harmonized Tariff Schedule of the United States. :

The rates of duty in rate column l-general of the HTS are most-favored-nation
(MFN) rates and, in general, represent the final stage of the reductions granted in the
Tokyo Round of the Muiltilateral Trade negotiations. Column 1-gerieral duty rates are
applicable to imported products from all countries except those Communist countries and
areas enumerated in general note 3(b) to the HTS, whose products are dutied at the rates
set. forth in column 2; the People’s Republic of China, Hungary, Poland, and Yugoslavia .
are the only Communist countries eligible for MFN treatment. Among articles dutiable at
column 1-general rates, particular products of enumerated countries may be eligible for -

reduced rates of duty or for duty-free treatment under one or more preferential tariff =~

programs. Such tariff treatment is set forth in the special rates of duty subcolumn of

" column 1,

The Generalized System of Preferences (GSP) affords nonreciprocal tariff
preferences to developing countries to aid their economic development and to diversify
and expand their production and exports. The U.S. GSP, enacted in title V of the Trade
Act of 1974 and renewed in the Trade and Tariff Act of 1984, applies to merchandise
imported on or after January 1, 1976 and before July 4, 1993. Indicated by the symbol
“A” or “A*” in the special duty rates subcolumn of column 1, the GSP provides
duty-free entry to eligible articles the product of, and imported directly from, designated
beneficiary developing countries, as set forth in general note 3(c)(ii) to the HTS.

The Caribbean Basin Economic Recovery Act (CBERA) affords nonreciprocal tariff
preferences to developing countries in the Caribbean Basin area to aid their economic
development and to diversify and expand their production and exports. The CBERA,
enacted in title II of Public Law 98-67 and implemented by Presidential Proclamation
5133 of November 30, 1983, applies to merchandise entered, or withdrawn from
warehouse for consumption, on or after January 1, 1984; it is scheduled to remain in
effect until September 30, 1995. Indicated by the symbol “E” or “E*” in the special duty
rates subcolumn of column 1, the CBERA provides duty-free entry to eligible articles the
product of, and imported directly from, designated Basin countries, as set forth in general
note 3(c)(v) to the HTS.

Preferential rates of duty in the special duty rates subcolumn of column followed by
the symbol “IL” are applicable to products of Israel under the United States-Israel Free
Trade Area Implementation Act of 1985, as provided in general note 3(c) (vi) of the HTS.
Where no rate of duty is provided for products of Israel in the special rates subcolumn for
a particular subheading, the rate of duty in the general subcolumn of column 1 applies.

Preferential rates of duty in the special duty rates subcolumn of column followed by
the symbol “CA” are applicable to eligible goods originating in the territory of Canada
under the United States-Canada Free-Trade Agreement, as provided in general note
3(c) (vii) to the HTS.



The General Agreement on Tariffs and Trade (GATT) (61 Stat. (pt. 5) AS8; 8 UST
(pt. 2) 1786) is the multilateral agreement which sets forth the basic principles governing
international trade among its more than 90 signatories. The GATT’'s main obligations
relate to most-favored-nation treatment, the maintenance of scheduled concession rates
of duty, and national (nondiscriminatory) treatment for imported products; the GATT
also provides the legal framework for customs valuation standards, “escape clause”
(emergency) actions, antidumping and countervailing duties, and other measures. The
results of GATT-sponsored multilateral tariff negotiations are set forth by way of separate
schedules of concessions for each participating contracting party, with the U.S. schedule
designated as Schedule XX. .

Officially known as “The Arrangement Regarding International Trade in Textiles,”
the Multifiber Arrangement (MFA) provides a framework for the negotiation of bilateral
agreements between importing and producing countries, or for unilateral action by
importing countries in the absence of an agreement. These bilateral agreements establish
quantitative limits on imports of textiles and apparel, of cotton and other vegetable fibers,
wool, man-made fibers and silk blends, in order to prevent market disruption in the
importing countries—restrictions that would otherwise be a departure from GATT
provisions. The United States has bilateral agreements with more than 30 supplying
countries, including the four largest suppliers: China, Hong Kong, the Republic of Korea,
and Taiwan. '



HARMONIZED TARIFF SCHEDULE of the United States {1990)

:{-z Annotated lor Statistical Reporting Purposes
Heading/ [Stat. Units Fates of Duty
& b _":g o Suf. Article Description of 2
¥l & c . Quantity General Special
o301 Live fish:
0301.10.00| 00|4 Ornamental fish......... P N P I TO, Free Ftee
0301.91.00 | 008
Free Free
0301.92.00| 00[S Free Fioe
0301.93.00] 00(4 Free Free
0301.99.00{ 00|8 Free Free
0302 Pish, fresh or chilled, excluding fish fillets
and other fish weat of heeding 0304:
Salmonides, excluding livers and roes:
0302.11.00f 00|2 Trout (Selmo trutte, Selmo gairdnert,
) 2 P kg...... ] Free 2.2¢/kg
0302.12.00 Pacific selmon ( cl
Atlantic salmon (Sa palap) and
Danube eslmon (Bucho hucho) Free -4.4¢/kg
0219 Atlentio........ovnvunnen :
127 Chinook (king).....
2218 Chum (dog).......
2y Pink (huwlo) .
42|01 Sockeye (red)....
3218 Coho (-uv-:)......
. . 82|8 Other...... reenseee
0302.19.00} 004 Other................0 eesseesbenaseenans Free 2.2¢/xg
’ Flat ﬂ-h mmum RBothidae, ’
ml.udln. 1ivers and roes:
0302.21.00 H-ubue and Grun.l-nd '.urbot.
w ........ IERPPN I TTT T Free bbe/kg
10(8 At muo... .
2016 Pacifie.. ivrean
9011 Other (tneludin. “Greenlend). ..
0302.22.00] 00|90 Plaice (Plsuronectes pletesss)........... 1.1¢/kg Free (A,CAE IL) |2.2¢/%g
0302.23.00] 00/8 Sole (Soleg SpPP.)ie.cuveuennennen 1.1¢/kg Free (A,CAE IL) {2.2¢/kg
0302.20.00 Other....... . . 1.1¢/kg Free (A,CAE,IL) |2.2¢/kg
10)0 * Flounde; . .
90[3 Other.
Tunas (of genus Ihugmug), jeck or -ulpo-
bellied bonito (Eythynpus ( )
), excluding livers and roes:
0302,31.,00| 00(8 Albacore or longfinned tunss (Iinmmua
') P 1 ¢ T Free Free
0302.32.00] 00|7 Yollowfin tunas ( glbsceres)...... Free Free
0302.33.00] 00}8 &lpj.ek or stripe-bellied bonito........ Fres Free
0302.38.00 ol Other.......iiiiiircieicicnniiinees Free Free:
20(6 mu-nn (mgn_u mm...
A0[2] 90 Other..........ccovvieseinrons vereen




HARMONIZED TARIFF SCHEDULE of Ithe United States (1990)

: \ Annoteted lor Statistical Reporting Purposes
Heading/ [5G, Urits Fates ofDuly ]
sm:?/ SufJ Article Description of : 2
neadind| & ¢ : Quantity General ecial
0303 Fish, frozen, excluding fish fillets and other
fish meat of heeding 0304:
0303.10.00
........ Froe 4.40¢/kg
1218 kg
228 kg
32| kg R
a2]2 kg
5219 kg
82)7 ks
0303.21.00] 00{9
g7 TR Tree 2.2¢/kg
0303.22.00] 0o|e Atlantic salmon (Se Jeg) and - ]
: Danube selmon (&m .............. xg...... Fzee 4.4¢/kg
0303.20.00) 001 [« 3 0 P N B © e Free 2.2¢/kg
Flat fish (Pleuronsctidey, Dothides. ' o
, sxel An. u“n md :ou .
0303.31.00 Halibut md Greenland turbot
(
glogsus hmmlm.u
Yevreecssaonnassassansrsosneesel cecennns Tzeeo 4.4¢/kg
10[8 Atlantic.. g ks
20131 Pacific kg )
0|1 - Other (lnchadlm Greenland) kg
0303.32.00¢ 006 Plaice (Pleuronectes platesss)........... kg...... 1.1¢/kg Free (ACA B IL) 12.2¢/kg
0303.33.00] 00|S Sole (S0les #PP.)...evvivrinininniirannns kg...... 1.1¢/kg Free (A,CAE IL) [2.2¢/kg
0303.39.00 Other . g 1.1¢/kg Free (A,CAE L) [2.2¢/kg
10(7 kg -
oojo . kg
g - Tunas (of the genus ), lupjnck or
stripe-bellied bonito ( (Katsuwonug )
) pelenis), excluding livers and roes:
0303.41.00] 00}53 Albacors or wtrnod tunas (Iixgyws
BLBLUNAR) i ... vieeiieni i iciiisensaieensns kg...... Treo Free
0303.42.00 . Yollowfin tunes (IThumus QM) .............. Froe Free
2040 Whole LR8N, ...covseveccrcnnacanosons kg R
Other:
(131 Hoad-om........covineainediog. kg
60{1 L3 ‘kg
0303.43.00] 00|3 snp.a-cx or lt.upo-bouhd bonite........ kg...... Froe - Free
0303.49.00] | [ - 2 Otheri..........cciie0ieicicisoinrnrsaansf ceennans Free Free
2013 llmtlu (Oraaus thypoug)i...ooovenns kg
0|0 00000 Other........cicerecrrcinrnnesranae kg




" HARMONIZED TARIFF SCHEDULE of the United States (1950)

.g_ o . Annotated for Statistical Reporting Purposes
Heading/ [Stat. ] Units Rates of Duty_
ing Suf. Article Description of . 2
Subheadi & ¢ Quantity __Special
1604 Prepared or preserved fish; caviar and caviar
(com.) substitutes prepared from fish eggs (com.):
Fish, whole or in pieces, but not
minced (con.):
1604.14 Tunas, okipjeck and Atlantic bonito
(Sards spp.):
Tunas end skipjeck:
In airtight containers: ,
1604.14,101 00(0 Inoil..... Cerverreneraaas kg... LL 3 Free (IL) 452
282 (CA)
Mot in oil:
1604.14.20 In containers weigh-
ing with tbeir
. contents not over
7 kg sach, and not
the product of any
insulsr possession of
the United States,
for «n aggregate
quantity entered in
any calendar year not
to exceed 20 percent
of the United States
pack of canned tuna
during the immedi-~
ately preceding
year, as reported by
the National Marine L
Fisheries Service....| ........ -1 Free (IL) 52
4.8 (CA)
20{4
ks
40|0 : kg
1604.14.20 Cerieseas 12,52 Fzee (IL) 252
102 (CA) 1-
20|12 -
kg
408 ks
. Hot in airtight containers: .
1604.14.40] 00| In bulk or in imsediate
containers weighing with
their contents over 6.8
kg each, not inoil.......| kg...... 1l.l¢/ks Free (E,IL) 2.8¢/xs
0.8¢/kg (CA)
1604.14.%50] 00|1 Other..... eeeenien veeveso] Rg...... >4 Free (AE,IL) 253
4.8 (CA)
Atlentic bonito: ;
'1604.14,70] 00(7 Inodl.........onvitt veeena veeo | Mgl A0 Free (B,Il) o0z
3.92 (CA)
1604.14.80| 005 Mot fmofl.......... [ kg...... [} Free (E,IL) 252
- : 4.82 (CA)
1604.15.00§ 00|13 Mackerel...... Ceraeceraeren heeeeseeanans kg..... . 6% Fres (ALE,IL) 258
3.62 (CA)
1804.16 Anchovies:
In oil, in airtight containers:
1804.16.10| 00(8 For sn aggregate quantity en~
tered in any calendar year not .
to exceed 3,000 metric toms....| ks...... 24 Free. (A,CAE, IL) j302
1604.168.30] 00|4 Othez..... [ [ PR I TN [ 4 Free (A,CA.E, IL) |302
Other:
1604.18.40¢ 00{2 In irmediate containers weigh-
‘ing with -their contents 8.8 kg .
or less sach . ks 2 Froe (A,CAE IL) |252
1604.16.60] 007 Other..... PR esrreeernes Free 2.5




HARMONIZED TARIFF SCHEDULE of the United States (1990)
Annotated for Statistical Reporting Purposes
SUBCHAFTER XV

" FRODUCTS QF AMERICAN FISHERIES

A1
98-43

.3, Fotes

An Americen fishery, for the purp of this subchap , is a fishing enterprise canducted under the American flag by
vessels of the United States an the high seas or in foreign waters in which such vessels have the right, by treaty or
otherwise, to take fish or other marine products and mey include a shore station operated in canjunctiocn with such vessels
by the owner or master thereof. .

Bone of the headings in this subchapter shall apply to fish, fresh, chilled or frozen, in the form of fillets, steaks or
slices substantially free of bone (including smy of the foregoing divided into sectioms), if produced in a foreign
country, or its territorial waters, in whole or in part with the use of the labor of perscms who ars not residents of the
United States.



HARMONIZED TARIFF SCHEDULE of the United States (1990)

11 A tatan tetlnnl
Pt for St Raporting Purposes
Headi Stat. Units Rates of Duty
lSu:h a::; Suf. Article Description of
9{ & cd| Quantity General Special

9815.00.20| 00]2 | Products of American fisheries (including fish,
shellfish and other wmarine snimals, spermaceti
and marine animal oils), which have not been
landed in a foreign country, or which, if so
landed, hsve Lsen landed solely for transshipment
without change in conditiem................conoennnn kg...... Free Free
9815.00.40| 00(8 | Pish (except cod, cusk, haddock, hake, macierel
pollock and swordfish), the product of American
fisheries, landed in a foreign country and there
processed by removal of heads, viscers or fins,
or by chilling or freezing, or by any combination
of these processes, but not otherwise processed....| kg...... Free Free

$815.00.60] 003 | Products of American fisheries, prepared or
preserved by an American fishery on the treaty
coasts of Labrador, Magdalen Islands snd
Newfoundland, as such coasts are defined in the
convention of 1818 between the United States

and Great Britain........... ittt kg...... Free Free




" APPENDIX E
FEDERAL REGISTER NOTICE TERMINATING A COUNTERVAILING
DUTY ON U.S. IMPORTS OF CANNED TUNA FROM THE PHILIPPINES
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‘ .
than allay steel. not galvanized. stress.
telieved and suituble for use in
restressed concrete. Steel wire strand

ur presiressed concrete is currenily
tlussifisble under item 642.1120 of the
Turiff Schedules of the United States
Annoluted and item number
7312 10.30.15 of the Harmonized Syslem.

The review covers seven
manufactuters and/or exporters of
jupanese sicel wire sirand for
presiressed concrete lo the United
Stutes and the perind December 1. 1985
through Nuvember 30. 1988, We deferred
review of Mitsui 8 Co.. Lid. We will
cover that firm in a sepurate review. We
rauld not locate Freyssinet
Inlemnutionsl. and we have no record of
shipments from that firm: therefore. we
did not include Freyssinet in this
sdministrative review. Should
Freyssinet begin exporting the covered
merchandise to the United Siates. we
thall treat thet compnny as & new
ehpotier.

There were no known shipments of

" this merchandise lo the United States

. instruel |bef‘
. rash d 1 of esti

during the period, and thete are no
known unliguidated entries.

Mloouma&olwlﬂv

‘We lnvﬂed interested parties !o
1 on the prelimi

réceived nd comments. Bued on our
shalysig, the final tesulis of review sre
unchanged from those presented in the
pteliminary results, and we determine
that the following weighted-average
mnrging exist lor (he period December 1,

“reviewed firm, or pm\-loullz'vevlrw:: .
required.

firm, no cash deposit shall
These deposit requirements are elfective
Tor oll shipmenia of Japanese steel wire
strand for presiressed concrele enlered.
or wilhdrawn from warehouse, for

* consumption on or niter the dute of

publication of this nutice and shall
temain in eflect until publication of the
final resulis of the next adminisirutive
review,

This administristive review and notice
are in accordance with section 751(a'1)
of the Tariff Act (19 U S.C. 1875{(u]{1)}
and § 353.534 of the Commerce
Regulutions (19 CI'R 353.53a).

Date: March 21, 1o

“Gilbert 8. Koplen,

Acting Assixtant Sev 1etury hor import
Adminsstrotion

© |FR Dor. 88-658 Filed 3-24-80: 8 45 am|

DRLING COOE 3610-08-8

O———

Initlation of Antidumping ond
Countervoiting Duty Adminietrative
Raviews .

Aagwey: Intemationsl Trade
Administration, Import Administration,
Commerce.
Acnow: Nolice of initintion of

and tervailing duty
udmlnhmnu reviews.

SURKRARY The Deperiment o' Commm-o
has received requests to conduct
odminl-lmlvc mnzwt of verious

1945 through November 30, 1838: vailing duty
e . . orders. ﬂndmgo. end suspension

o } ’ |yeem— In dunce with the

Y Manvechserfepone oo ce Regulations, we are initiating

.. feem e | @™ those sdministrotive reviews.
%ohohe “c::" .. l 5] grrecTive DATE: Morch 23, 1988,

[ =" . )

e e g T ()  FORFURTIER MPORMATION CONTACT:
Swas Wee Co. UK . .. . ) Willinm 1. Matthews or Richard W.
Sutuls Metsd Induswy Co Lba . . . .. ) Moreland. Office of Compliance.

Tohoby Sengyo Co.. LM . 3 international Trade Administration, U.S.
Tohyo Rooe Mig Co ., Lid - [t ]

Mo shpments dumg e perod Uons were
cbignsd Wom e Wl revew wheey .:." were
shpwranty

A9 provided for in section 751{a)(1) of
the Teriff Act. the Depurtment will

Service Io lect a

1ed

Department of Commerce, Washington,
DC 20230: telephone: (202) 177-5253/
2788,
SUPPLEMENT ARY IF ORMATION:
Background

Orn August 13, 1985, the Department of

. dnties lor each Nirm bused upon the

c thet

above mnvghu Fot any lhlpmnu from

" end/o¢ exporters not covered by |Im
* review. o cash deposil shall be required

wl the tates published in the fina! results

. of the last administrative review for
. auch of those firme. For any shipment

e ;the Depariment) published

»In the Foders) Register (50 FR 32558) ¢

notice outlining the procedures for
request.ng sdminisirative reviews. The
Depariment has received timely
requests. in accordsnce with

§ 353.83u(a}(2). (a}{3). and § 355.10{a){1)
ul Ihe Commerce Regulutions. for

from & new exparter. whose first

. shipments occurred efter November 20.

1908 and who is unrelstrd to any

tive reviews of various
snd vailing duty
ord:n nndinp snd suspension
sgreements.

Inilistion of Reviews

In accordince with B8 5.0 5k hand
355.10(¢:} of the Commerer Rewd. s,
we are initigling administralin e ey ness
of the Iollowing antidumping aml
countervailing duty orders and hindyegs
We intend tn issue the final resulis of
these reviews no luter than March 39,
14909,

Antiiurmpeng ity 007 9GS
o lemg

Frinpis to tn
towg Pt

Racng plstes hom Conane

Nagme fu" 21008 T e
Slesl owe shond lor prrs
#resed  contiele  hom
Jepan Mt 120,88 10 ) N7
Courderyadng sty Peronts 10 be
woenonq! rewewed

Unorocessed flost gless hom
Mevco 11R2 12730 W7
Comon sieet e rod wom
Seud Argbe . ..

117QP-12131:R7

Interasted parties are encauvraged to
benit annlicati i

proleclive ordrers as early as possible in
the review process.

These inltistions and-this-notice are in
accordunce with section 751(a} of the
Tarifl Act of 1930 {19 U1.8.C. 1675(n)) und -
19 CFR 353.53s{c) and 355.10(c).

Gilbert B. Koplen,

“Acting Agaistant Sexretary for lnygnert

Adnunistrotion

Date: March 21, 1908,
{FR Unc 88-a587 Filed 3-24-8% 8.4 am|
9.0 CODE 3819-00-4

agency: internationand Teade
Administration. Impurt Administration.
Commerce.

acTione Nolice of flnal resulis of
changed circ ances ndmini
review and revocation of countervading
dul) nrdcr

SUMMARY: On l.nunv 20. 1988 lhr
Dep-vlmenl of Commerce published the
br 4 b ol its chunged

cire iministrative review of
the countervailing duty order on canned
tuna from the Phillppines and
announced its tentative delerminaion 1o
revoke the order. The review covers the
perind (rom Jenuary 1. 1968,
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We guve interested partes un
oppuartunity to cumment. We receised no
comments. We determine thet domestu.
interested partics are no longer
intereated in continuntion of the wrder.
and we are revoking the order on
merchundise entered. or withdruwn
frum wurehouse. for consumptisn on or
alter finuary 1, 1980

EFFECTIVE DATR: January 1. 19AL

FOR FURTWER NrOAMA TION: Chrintupher
Beuch or Bemard Carresu. Office of
Compliance. international Trude
Administration, U.S. Department of
Commerce. Washingloa. DC 20234,
telephane: (202} 377-2786.

SUPPLEMENTARY INFORMA T10N
Background

On January 24 1988 the Uepuriment
of Commerce (the Department '}
published in the Foderal Register (53 IR
1504) the preliminary results of its
changed ci tances administrative
review of the countervailing duty order
on canned tung from the Philippines (48
FR 50133. October 31. 1883). The
Depariment has now complcted thet
sdministretive review in accordunce
with section 751 of the Turilf Act of 1930
(“the Terill Act”).

Sonps of Review

Imports covered by the review are
shipments of Philippine tuna packed und
preserved in any manner, not in oil, in
sirtight containers. Such merchandise is
currently classifishle onder TSUSA item
numbers 112.3020. 112.3040. snd
112.3480. These imports sre currently
clussifisble under HS item numbers
1004.14.20 and 1806.14.30. The review
covers the period from January 1. 1988,

Final Results of Review and Revecation

We gave interested parties en
opportunity (© comment on the
preliminary resuits and tentative
determination 10 revoke. We recewved
no comments.

As 8 result of our review, we
determine that domestic interesind
parties are no longer interested in
continuation of the vailing duty
order on canned tuna from the
Philippines and that the order should be
revoked on this basis.

Therefore. we are revohing the order
on canned tuna from the Philippines
effective January 1. 1908 We will
instruct the Customs Service to
liquidate. without regard to
countervailing duties. all unliquidated
entries of this merchandise enternd. or
withdrewn from warehouae, for
consumption oa or after january 1, 1998
and to refund with laterest any

estinated counters mling duties
collected with respect to those parties
‘This sdministrative review.
revocation, und notice are in wccordance
with section 751{b) and {c¢) of the Tarfl
At [19 US.C. 1875(b). (c]} snd 19 (IR
15541, 355 .42 :
Gilbert B. Kaplsa.
A ting Asgastant Srvretory Import
Ve/mer strotion
Dt March 21, 1908
[FR Iho 886588 Filed 3~24 -8 B45 am)
SuLsS CODE 3 15-08-8

1C-449-004)

Staintess Steal Wire Rod From Spein:
Preliminery Resuts of Countervaling
Duty Administrative Review

AGEwCY: Intemational Trade
Administration. Import Administration.
Commerce

acnoe Nutice of preliminary results of
countervuiling duly administrative
review.

suasmany: The Deparimen! of
C ce has conducted an
administrative review of the
countervailing duly osder on stainless
steel wire rod from Spain. The review
covers the perind Junuary 1. 1088
through December 31, 1988 and sia
programs.

As s resalt of ous review. we
proliminarily determine the net subsidv

‘to be 1.28 percent od va/vrem during the

period of review. We invite Interesied
parties to comment on these preliminary
resulls.

SFFECTIVE DATE March 28 1988

POR FURTHEN INFORMA TION CONTALT:
Susan Silver or Paul MeGarr. Oftice of
Complinnce. Intemations! Trade
Administration, U.S. Department of

C rce. Washing DC w2
telephone: (202) 377-3337.

SUPHLEMENTARY INFORMA TIOKC

Bachground

On January A 1963, the Uepartment of
Commerce | “ihe Department”)
published in the Foderal Register (48 FR
$2) » counterveiling duly order on
stuinless steel wire rod from Sgain. On
January 30. 1887, & Spanish exporter,
Roldan, SA.. requested in accordance
with 19 CFR 335.10 an edministrative
resiew of this order. We published the
initintion of the administretive review
on February 21, 198~ (32 FR 5478). The
Depurtment hss now conducted that
administrative review in acosrdsnce
with section 751 of the Tasiff Act of 1930
(“the Tanfl Act™)

Scope of Review

The United States hoes des elogpead o
aystem of tunifl classification based on
the international hurmonezed sy stem of
customs nomenclotore Congress s
considering legislation 10 convert the
United States to this Harmonized
Svatens ("HST). [n view of this. we will
I peoviding both the approprmite Tanfl
Schedules of the United Stutes
Annotuled ["TSUSA") item numisers
and the sppropnate HS item numbers
with our product descriptions un a tes!
basis, pending Congressional wpproval
As with the TSUSA. the HS item
numbers are provided for convernence
rnd Customs purposes. The wertt.-n
description remwins dispusitive.

We are requesting petitioners to
include the appropriate 1{S it'm
number{s) as well as the TS JSA item
number(s) in all new penitions filed with
the Department. A reference copy of the
ptoposed turmonized System schedule
is available lor consuliation et the
Central Records Unit. Room B-U8W. U S.
Dapartment of Commerce. 14th Sireet
and Constitulion Avenue NW..
Washington, [’C 20230. Additionully. all
Customs offices have reference copies.
and petitioners may contact the Import
Specinlist 8! their jocal Customs office
10 consslt the schedule.

lmports onvered by the review are
shipments of Spanish stainless steel
wire rod which includes cailed. semi
finished. hot-roiled stuiniess steel
producis of spproximately round sold
cruss-sectiun. nol under 0.20 inch nor
over 0.74 inch in diameter. not tempered
or treated. not partly manufactured. and
valued nver 4 cents per pound. Such
merchandise is curreatly classifiable
under TSUSA item number 6807.2000.
‘This product 1s currently classifiable
under HS item numbers T221.00.0n.2n
and 7221.00 U0.40. We invite comments
from all in1erested parties on thi HIS
classification.

The revicw covers the peiiod Junuary
1. 1988 thruugh December 31, 1848 and
six pragrams. Roldun, S.A., wus the anly
hnown Spuni.h eaparies of stainless
steel wire rid to the United States

during the perind of rev e,

Anslysis of Pregrase
(1) Long-Term Loans

Under the Concerted Action Program
eatablished by Roysl Decree 880/74, the
Spanish government directs banks to
make long-term loans to steel companics
st below market rates. Such loens are
provided foe approximately ten years
Roldan received a long-term loan (or
finencing new plant and squipmen that
hud aa outstanding balance during the

E-3






APPENDIX F
- EMBARGOES ON IMPORTS OF TUNA AND TUNA PRODUCTS



IMPORT PROHIBITION OF TUNA AND
TUNA PRODUCTS

The following information lists import prohibitions on tuna and tuna products that
have been imposed since 1975 (and in some cases, rescinded) under the Tuna
Conventions Act of 1950, the Marine Mammal Protection Act (MMPA), or the
Magnuson Fishery Conservation and Management Act of 1976 (MFCMA). -

Effective
Country Date Rescinded Statute Product
Spain 11/01/75 07/19/83 Tuna Conventions Act Yellowfin' tuna and tuna
of 1950 products taken from the
IATTC regulatory area (CYRA)
Peru 01/01/75 07/01/83 MMPA Yellowfin tuna and tuna
] products
Canada 08/31/79 09/03/80 MFCMA All tuna and tuna products
(U.S. tuna '
vessel seizures
Aug. 28, 1979)
Costa Rica 02/01/80 03/11/82 MFCMA All tuna and tuna products
(U.S. tuna
vessel seizures
Dec. 13, 1979) , .
Senegal 02/01/80 03/11/82 MMPA Yellowfin tuna and tuna
products )
Congo .. 02/20/80 03/11/82 MMPA . Yéllowfiri tuna and tuna
T - ST _ products- =~ - - . -
Peru. - - 02/22/80 04/19/83 MFCMA All tuna and tuna
(U.S. tuna o ~ - products: - . .
vessel seizures i
Nov.12-13, 1979) ‘ .
Mexico 07/14/80 06/13/86 - MFCMA All tuna and tuna
(U.S. tuna products
vessels seizure -
July 8-14, 1980)
Ecuador 11/21/80 04/19/83 MFCMA All tuna and tuna
(U.S. tuna products
vessels selzure
Oct. 21-30, 1980) ‘ _
Mexico 02/01/81 05/21/86 MMPA Yeliowfin tuna and tuha
. products
Papau New Guinea 04/06/82 04/08/82 MFCMA All tuna and tuna
(U.S. tuna ) products
vessel seizure
Feb.10, 1982)
USSR 04/04/83 03/07/89 MMPA Yellowfin tuna and tuna
products
Solomon Islands 08/23/84 04/17/85 MFCMA All tuna and tuna
(U.S. tuna products
vessel seizure
Jun. 25, 1984) )
Costa Rica 04/24/86 10/10/86 MFCMA All tuna and tuna
(U.S. tuna products
vessel seizure
Jan. 29, 1986)
El Salvador 10/10/86 9/18/89 MMPA Yellowfin tuna and tuna
products
Venezuela 10/16/88 11/23/88 MMPA All yellowfin tuna
Vanuatu 10/16/88 11/14/88 MMPA All yellowfin tuna




Effective

Country Date Rescinded Statute Product

Panama 10/16/88 11/23/88 MMPA . All yellowfin tuna
Ecuador ] 10/16/88 11/01/88 MMPA All yellowfin tuna
Spain 12/14/88 . 02/21/89 MMPA All yellowfin tuna
Ecuador 09/07/90 09/11/80 MMPA All yellowfin tuna
Panama 09/07/90 11/16/90 MMPA All yeliowfin tuna
Mexico 10/10/80 '11/14/90 MMPA All yellowﬁn tuna

' Subject to reinstatement pending a hearing on Feb. 11, 1990.

Source: U.S. Department of State. Bureau of Oceans and International Environmental and Scientific Affairs, facsimile
transmission, Oct. 31, 1990.
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RATE OF DUTY
HEADING DESCRIPTION
. Autonomous % Conventional
or Levy (AGR) L)
(02.10 19)
- .- = = = Other:
51 ------ Boneless . 25 (AGR) -
59 - -« - - - Other 25 (AGR) -
< = = ~ Dried or smoked: .
60 - - - - - Fore-ends and parts thereof 25 (AGR) -
0 -~---- Loins and cuts thereof 25 (AGR) -
----- Other:
81 - ---- - Boneless 25 (AGR) -
89 - - - -~ - Other 25 (AGR) -
90 - - - Other - -
20 - Meat of bovine animals:
10 - - With bone in 24 + AGR (1) -
90 - - Boneless : 24 + AGR (1) -
90 - Other, including edible flours and mesls of meat
or meat offal:
= = Meat:
10 - - -~ Horsemeat, salted, in drine or dried 16 10
- = ~ Of gheep and 3oats: N
11 - - -~ -~ With bone in ) 2% (AGR) -
19 - - - - Boneless 24 (AGR) -
.20 = - - Other 24 -
- - Offal:
- =« = Of domestic swine:
31 - - - - Livers 25 (AGR) -
39 - - - - Other 25 (AGR) -
= = = Of bovine animals:- . :
41 - - - - Thick skirt and thin exirt L 26 (AGR). (1) -
49 - - - - Other . L 26 : .20
60 - - - Of sheep and goats LT 24. -
=~ = - Other:
-~ = = - Poultry liver: o }
71 -~ - .~ - - Fatty livers of geese or ducks, salted or
in brine 5. (AGR) 3
79----- Other ) 16 (AGR) 10
80 ~ - - - Other . 24 -
90 ~ - Edidble flours and meals of meat or meat offal 24 + AGR (1) -
. CHAPTER 3
FISH AND CRUSTACEANS, MOLLUSCS AND OTHER AQUATIC INVERTEBRATES
ROTE
1. This Chapter does not cover:
a) ssrine mammals (heading No. 01.06) or meat thereof (heading No. 02. 08 or 02.10);
b) fish (i{ncluding livers and roes thereof) or crustaceans, molluscs or other aquatic
invertebrates, dead and unfit or unsuitadble for human consumption by reason of either
their species or their conditfion (Chapter 5); flours, meals or pellets of fish or of
crugtaceans, molluscs or other aquatic lnvercebrates. unfit for hmn consumption
(heading No, 23.01); or
¢) caviar or caviar substitutes prepared from fish eggs (heading No. 16.04).
HEAD RATE OF DUTY
,,,f"c DESCRIPTION
Autonomous % Comnventional
or Levy (AGR) LY
03.01 Live fish:
- Ornamental f{gh:
10 - - Freshwater fish 10 Free
90 - - Saltwater fish 15 15
- Other live fish:
91 00 - ~ Trout (Sslwo trutts, Salmo gairdneri, Salmo
clarki, Sslmo aguabonita, Salmo gilae) 16 12
(1) Under certain conditions, a levy i{s applicable in addition to the customs duty.
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RATE OF DUTY
HEADING DESCRIPTION
0. Autonomous % Conventional
or Levy (AGR) %
03.01 92 00 - - Eels (Anguilla spp.) 10 3
93 00 - - Carp _ 10 8
99 - - Other:
- - = Freshwater fish:
11 - - - - Pacific salmon (Oncorhynchus spp.), Atlantic
salmon (Salmo salar) and Danube salmon
(Hucho hucho) 16 2
19 - - - - Other , A 10 8
- 90 - - - Saltwater fish ’ 17 16
03.02 Fish, fresh or chilled, excluding fish fillets and

other fish meat of heading No. 03,04:
- Salmonidae, excluding livers and roes
11 00 - - Trout (Salmo trutta, Salmo gairdneri, Salmo
clarki, Salmo aguabonita, Salmo gilae) 16 12
12 00 - - Pacific salmon (Oncorhynchus spp.), Atlantic
salmon (Salmo salar) and Danube salmon (Rucho
hucho) 16 2
19 00 - - Other 16 8
Flst fish (Pleuronectidae, Bothidae, Cyno-
glossidae, Soleidae, Scophthalmidae and Citha-
ridae), excluding livers and roes:
- Halidut (Reinhardtius hippoglossoides, Hip
glossus hippoglossus, Hippoglossus stenoleplsgo
10 - - - Lesser or Greenland halibut (Reinhardtius

21

hippoglossoides) 15 8

30 - - - Atlantic halibut (Hippoglossus hippoglossus) 15 8

90 - - - Pacific halidbut (Hippoglossus stenolepis) 15 15

22 00 - - Plaice (Pleuronectes platessa) 15 15

23 00 - - Sole (Solea spp.) 15 15
29 - = Other:

. 10 - - - Megrim (Lepidorhombus spp ) 15 15

90 - - - Other 15 15

-Tunas (of the genus Thunnus), skipjack or stripe-

bellied donito (Euthynnus (Katsuwonus) pelamis),

excluding livers and roes:

3 - = Albacore or longfinned tunas (Thunnus alalunga):
10 - - - For the {ndustrial panufacture of products

falling within heading No. 16.04 (1) 25 (2,3) 22 (2,6)
90 - - - Other 25 (2) 22 (2,4)
32 . - - - Yellowfin tunas (Thunnus albacares):
10 - - - For the {industrial manufacture of products
falling within heading No. 16.04 (1) 25 (2,3) 22 (2,4)
. 90 - - - Other 25 (2) 22 (2,4)
kk] - = Skipjack or stripe-bellied bonito:
10 - - = For the industrial manufacture of products
falling within heading No. 16.04 (1) 25 (2,3) 22 (2,4)
90 - - ~ Other 25 (2) 22 (2,0)
39 = = Other: .
10 - - - For the {industrial manufacture of products
falling within heading No. 16.04 (1) 25 (2,3) 22 (2,4)
90 - - - Other . 25 (2) 22 (2,4)
40 - Herrings (Clupea harengus, Clupea pallasii), ex-
cluding livers and roes:
10 - - From 15 February to 15 June Free Free
90 - - From 16 June to 14 February 20 (2) 15 (2,5)
50 - Cod (Gadus morhua, GCadus ogac, Gadus macro-
cephalus), excluding livers and roes:
-10 - - Of the species Gadus morhua 15 22
S

90 - - Other . 15 i

1)
(2)

(3)
(4)

(s)

Entry under this subheading is subject to conditions laid down in the relevant
Community provisions.

Subject to compliance with the reference price. A countervailing tax is provided for
in the case of non-compliance with the reference price.

Total suspension for an indefinite period,

Duty exemption for tuna and fish of the genus Euthynnus, falling within headings Nos.
03.02 and 03.03, intended for the camnning industry, within the limits of a global annu-
al tariff quota of 17 250 tonnes to be granted by the competent Community authorities
and subject to compliance with the reference price. Qualification for this quota {is
subject to conditjions laid down in the relevant Community provisions.

Duty exempticn fur herring falling within subheadings 03,02 40 90, 03.03 50 90, 03.04
10 93, 03.04 10 98 and 03.04 90 25, within the limits of a global annual tariff quota
of 3h 000 tonnes to be granted by the competent Community authorities and sublect to
compliance with the reference price.
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RATE OF DUTY
HEADING DESCRIPTION
0. Autonomous % Conventional
or Levy (AGR) %
(03.02)
- Other fish excluding 1ivers and roes:
61 - - Sardines (Sardina pilchardus, Sardinops spp.)
sardinella (Sardinella spp.) brisling or sprats
(Sprattus sprattus):
10 - - - Sardines of the species Sardina pilchardus 25 23
30 - - - Sardines of the genus Sardinops; sardinella
(Sardinella spp.) 15 15
- - - Brisling or sprats (Sprattus sprattus):
91 - - - - From 15 February to 15 June Free Free
99 - - - - From 16 June to 14 Febdbruary 20 13
62 00 - - Haddock (Merlanogrammus aeglefinus) 15 15
63 00 - - Coalfish (Pollachius virens) 15 15
64 - - Mackerel (Scomber scombrus, Scomber austral-
asicus, Scomber japonicus):
10 - - - From 15 February to 15 June Free Free
90 - - - From 16 June to 14 February 20 20
65 - = Dogfish and other sharks:
20 - - - Dogfish of the species Squalus acanthias 15 8 (1)
50 -~ - - Dogfish of the species Scyliniorhinus spp. 15 8
90 - - - Other 15 .8
66 00 - - Eels (Anguilla spp.) 10 3
69 - - Other:
« - - Freshwater fish:
11 - - - - Carp 10 8
19 - - - - Other 10 8
- - - Saltwater fish: -
= = - = Figh of the genus Euthynnus, other than the
skipjack or stripe-dbellied bonitos
(Euthynnus (Katsuwonus) pelamis) mentioned
{n subheadings Nos. 03.02 33 10 and 33 90: .
21 - - -~ - - For the industrial manufacture of products - L
falling within heading No. 16.04 (2) 25 (3,4) 22 (3,5)
25 - ~ - - - Other 25 (3) 22 (3,5)
- - - - Redfish (Sebastes spp.):
31 - - - - - Of the species Sebastes marinus 15 8
3B3----- Other o 15 15
35 - - - - Fish of the species Boreogadus saida 15 12
41 - - - - Whiting (Merlangus merlangus)} 15 15
45 - - - - Ling (Molva spp.) 15 15
51 - - ~ - Alaska pollack (Theragra chalcogramma) and
pollack (Pollachius pollachius) . 15 15
$5 - - - - Anchovies (Engrualis spp.) - 15 15
61 - - - - Sea bream (Dentex dentex and Pagellus spp.) 15 15
65 - - - - Hake (Merluccius spp., Urophycis spp.) 15 15 (6)
75 - - .~ - Ray's Bream (Brama spp.) 15 15
8l - - - - Monkfish (Lophius spp.) 15 15
85 -« - - - Blue whiting (Micromesistius poutassou or
Gadus poutassou) 15 15
95 - -~ - - Other 15 15
70 00 - Livers and roes 14 10
03.03 Fish, frozen, excluding fish fillets and other fish
meat of heading No. 03.04:
10 00 - Pacfffc salmon (Oncorhynchus spp.), excluding .
livers and roes 16 2

(1) Duty rate reduced to 6% for piked dogfish (Squalus acanthius)

(2)
3

()
(s)

(6)

falling within
subheadings 03.02 65 20 and 03.03 75 20 within the limits of a global annual tariff
quota of 5 000 to be granted by the competent Community authorities.

Entry under this subheading is subject to conditions laid down fn the relevant
Community provisfons.

Subject to compliance with the reference price. A countervailing tax is provided for in
the case of non-compliance with the reference price.

Total suspension for an indefinite period.

Duty exemption for tuna and fish of the genus Euthynnus, falling within headings
Nos. 03.02 and 03.03, intended for the canning fndustry, within the limits of a globdal
annual tarfff quota of 17 250 tonnes to be granted by the competent Community author-
ities and subject to compliance with the reference price. Qualification for this quota
s subject to conditions laid down fn the relevant Community provisions.

Duty rate reduced to 8% for silver hake (Merluccius bilinearis) falling within sub-
headings 03.02 69 95, 03.03 78 10 and 03.04 90 47, within the limfts of a global annual
tariff quota of 2 000 tonnes to be granted by the competent Community authorities.
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. . RATE OF DUTY
HEADING . DESCRIPTION
No. Autonomous % Conventional
or Levy (AGR) L
(03,03)
- Other salmonidae, excluding livers and roes:
21 00 - - Trout (Salmo trutta, Salmo gairdneri{, Salmo
clarki, Salmo aguabonita, Salmo gilae) 16 12
22 00 - - Atlantic salmon (Salmo salar) and Danube salmon
(Hucho hucho) 16 2
29 00 - - Other 16 9
- Flat fish (Pleuronectidae, Bothidae, Cynoglossi-
_dae, Soleidae, Scophthalmidae and Citharidae), ex-
cluding livers and roes:
31 - - Halidbut (Reinhardtius hippoglossoides, Hip
glossus hippoglossus, Hippoglossus stenolepis):
10 - - - Lesser or Greenland halibut (Reinhardtius
hippoglossoides) 15 8
30 - - - Atlantic halibut (Hippoglossus hippoglossus) 15 8
90 - - - Pacific halibut (Hippoglossus stenolepis) 15 15
32 00 - - Plaice (Pleuronectes platessa) 15 15
33 00 - - Sole (Solea spp.) 15 15
39 = - Other:
10 - - - Flounder (Platichthys flesus) 15 15
20 - - - Megrim (Lepidorhombus spp.) 15 15
90 - - - Other 15 15
- Tunas (of the genus Thunnus), skipjack or stripe-
bellied bonito (Euthynnus (Katsuwonus) pelamis),
. excluding livers and roes:
41 - = Albacore or longfinned tunas (Thunnus alalunga):
- = - For the 1industrial manufacture of products
falling within heading No., 16.04 (1):
11 - - - - Whole 25 (2,3) 722 (2,4)
13 = - - - Gilled and gutted 25 (2,3) 22 (2,4)
19 - - - - Other (for example "heads off") 25 (2,3) 22 (2,4)
90 - - - Other 25 (2) 22 (2,4)
&2 - - Yellowfin tunas (Thunnus albacares):
- = - For the industrial wmanufacture of products
falling within heading No, 16.04 (1):
- = = = Whole:
12 - - - =~ - Weighing more than 10 kg each 25 (2,3) 20 (2,4)
18 - - - - - Other 25 (2,3) 20 (2,4)
= = - - Cilled and gutted:
32 - -- - - Weighing more than 10 kg each i 25 (2,3) 22 (2,4)
B----- Other 25 (2,3) 22 (2,4)
= - - - Other (for example "heads off"):
52 - - - - - Weighing more than 1C kg each 25 (2,3) 22 (2,4)
58 - - - - - Other 25 (2,3) 22 (2,4)
90 ~ - - Other 25 (2) 22 (2,8)
43 - = Skipjack or stripe-bellied bonito:
= = - For the {ndustrial manufacture of products
falling within heading No. 16.04 (1):
11 = - - - Whole 25 (2,3) 22 (2,4)
13 - - - - Gilled and gutted 25 (2,3) 22 (2,4)
19 - - - - Other (for example "heads off") 25 (2,3) 22 (2,4)
90 - - - Other 25 (2) 22 (2,4)
49 = = Other: .
- - - For the {ndustrial manufacture. of products
falling within heading No. 16.04 (1):
11 - - - - Whole 25 (2,3) 22 (2,4)
13 - - - - Gilled and gutted : 25 (2,3) 22 (2,4)
19 - - - - Other (for example "heads off") 25 (2,3) 22 (2,8)
90 - - - Other 25 (2) 22 (2, b)
50 - Herrings (Clupea harengus, Clupea pallasli), ex-
cluding livers and roes:
10 - - From 15 February to 15 June Free . Free

(1) Entry under this subheading is subject to conditions 1laid down in the relevant
Community provisions.

(2) Subject to compliance with the reference price. A countervailing tax ia provided for in
the case of non-compliance with the reference price.

(3) Total suspension for an indefinite period.

(4) Duty exemption for tuna and fish of the genus Euthynnus, falling within head-
ings Nos. 03.02 and 03.03, intended for the canning industry, within the limits of a
glodbal annual tariff quota of 17 250 tonnes to be granted by the competent Community
authorities and subject to compliance with the reference price. Qualification for this
quota is subject to conditions laid down in the relevant Community provisions.




EUROPEAN ECONOMIC COMMUNITY (E.E.C.) - No. 14 (l4th Edition) 23

RATE OF DUTY
HEADING DESCRIPTION : \
° Autonomous § Conventionsl
or Levy (ACR) LY
03.03 79 41 - - - - Fish of the species Boreogadus saids 15 12 (1)
45 - - - - Whiti{ng (Merlangus merlangus) 15 15
51 - - - - Ling (Molva spp.) 15 15
55 - - - - Alaska pollack (Theragra chalcogramma) and
pollack (Pollachius pullachius) 15 15
- = = - Figh of the species Orcynopsis unicolor:
61 - - - - -~ From 15 February to 15 June Free Free
63) - - - - - From 16 June to 14 Fedbruary 20 20
65 - - - - Anchovies (Engraulis spp.) 15 15
71 - - -~ - Sea bream (Dentex dentex and Pagellus spp.) 15 15
75 - - - - Ray's Bream (Brama spp.) 15 15
81 - - - - Monkfish (Lophius spp.) 15 - 15
83 - - - <« Blue whiting (Micromesistius poutassou or
Gadus poutassou) . 19 . 15
99 -~ - - - Other 15 15
80 00 - Livers and roes . lau 10
03.04 Fish f{llets and other fish meat (whether or not
wminced), fresh, chilled or frozen:
10 - Fresh or chilled:
- ~ Fillets:
= =~ = Of freshwater fish:
11 - - - - Of trout (Salmo trutta, Salmo gairdneri,
Salwo clarki, Salmo aguabonita, Salmo gilae) 16 . 12
13 - - - - 0f Pscific salmon (Oncorhynchus spp.),
Atlantic salmon (Salmo salar) and Danube
salwon (Rucho hucho) 16 2
19 - -« - - Of other freshwater fish 13 9
~ « = Other:
31 ~ - -~ - 0f cod (Gadus morhua, Gadus ogac, Gadus
macrocephalus) and of fish of the species
Boreogadus saida 18 18
39 ~ - - - Other 18 18
- - Other fish meat (whether or not minced):
91 - - - Of freshwater fish 8 8
- = = Other:
- = = = Flaps of herring:
92 - - = = - From 15 February to 15 June Free Free
93 - - - - - From 16 June to 14 February 2 15
98 - - -~ - Other 18 15 ()

- Of freshwater fish:
- - Of trout (Sslmo trutta, Salmo gairdneri, Salmo
clarki, Salmo aguabonits, Salmo gilae) 16 12
. 13 - - - Of Pacific salmon (Oncorhynchus spp.), Atlant-
ic salwon (Salmo salar) and Danudbe salmon
(Hucho hucho) 16 2
19 - - - QOf other freshwater fish 13 9
- - Of cod (Gadus mortua, Gadus macrocephalus, Gadus i
ogac) and of fish of the species Boreogadus

20 - Frozen fillets:

11

satida:
21 - - - Of cod of the species Gadus macrocephalus 13 15
29 - - - Other. 18 15 (1,3)
31 - - Of coalfish (Pollachius virens) ) 18 15
33 - - Of haddock (Merlanogrammus seglefinus) 13 15

- - Of redfish (Sebastes spp.):

35 - - - Of the species Sebastes marinus 18 12
37 - ~ - Other 18 15
41 - - Of whiting (Merlangus merlangus) 18 1$
43 -~ -~ Of 1ing (Molva spp.) 18 15
45 ~ -~ Of tuna (of the genus Thunnua) and of fish of

the genus Euthynnus 18 18

-~ - Of mackerel (Scomber scombrus, Scomber austral-
" asicus, Scomber japonfcus) and of fish of the
species Orcynopsis unicolor:
51 - - - Of mackerel of the specles Scomber austral- :
"asicus 18 ’ 15

(1) Subject to 1imits and conditions to be determined by the comptent authorities.

(2) Duty exemption for herring falling within subheadings 03.02 40 90, 03.03 50 906, 03.04
10 93, 03.04 10 95 and 03.04 90 25, within the limits of a global annual tariff quota
of 34 000 tonnes to be granted by the competent Community authorities and subject to
compliance with the reference price.

(2) Duty rate reduced to 8% for cod of the species Gadus morhua within the limits cf a
global annual tariff quota of 10 000 tonnes to be granted by the competent Community
authorities.
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RATE OF DUTY
Hssgmc DESCRIPTION
. Autonomous % Conventional
or Levy (AGR) %
03.04 20 53 - - - Other 18 15
- - Of hake (Metluccius spp., Urophycis spp.):
§7 - - - Of hake of the genus Merluccius 18 15 (1,2)
59 - - - Of hake of the genus Urophycis 18 15
- - Of dogfish and other sharks:
61 - - - Of dogfish (Squalus acanthias and Scylio-
rhinus spp.) 18 15
69 - - - Of other sharks ' 18 15
71 - - Of plaice (Pleuronectes platessa) 18 15
73 - - Of flounder (Platichthys flesus) 18 15
75 - - Of herring (Clupea harengus, Clupea pallasii) 18 15
79 - - Of megrim (Lepidorhombus spp.) - 18 15
81 - - Of Ray's Bream (Brama spp.g 18 15
83 - - Of monkfish (Lophius spp.) 18 15
85 - - Of Alaska pollack (Theragra chalcogramma) 18 15
98 - - Other 18 15
90 - Other:
10 - - Of freshwater fish - ’ 8 8
- - Other:
= = = Of herring (Clupea harengus, Clupea pallasii):
21 - - - - From 15 February to 15 June Free Free
25 - - - - From 16 June to 14 February 20 (3) 13 (3,4)
31 - - - Of redfish (Sebastes spp.) 15 8
' - - - 0f cod (Gadus morhua, Gadus ogac, Gadus macro-
cephalus) and of fish of the species Boreo-
gadus saida:
35 - = - - Of cod of the species Gadus macrocephalus 15 15
38 - - - - Of cod of the species Gadus morhua 15 12 (5)
39 - - - - Other 15 . 15 (5)
41 - ~ - Of coalfish (Pollachius virens) 15 15
45 - - - Of haddock (Merlanogrammus aeglefinus) 15 15
- - - Of hake (Merluccius spp., Urophycis spp.):
47 - - - - Of hake of the genus Merluccius 15 15 (6)
49 - - - - Of hake of the genus Urophycis 15 . 15
S1 - - - Of megrim (Lepidorhombus spp.) 15 15
S5 - -- - Of Ray's Bream (Brama spp.g .15 . 15
57 - - - Of monkfish (Lophius spp.) 15 15
59 - - - Of blue whiting (Micromesistius poutassou or
] Cadus poutassou) 15 15
61 - - - Of Alaska pollack (Theragra chalocgramma) 15 15
98 - - - Other 15 15
03.05 . Fish, dried, salted or in brine; smoked fish,
whether or not cooked before or during the smoking
process; fish meal fit for human consumption:
10 00 - Fish meal fit for human consumption 15 13
20 00 - Livers and roes, dried, smoked, salted or in brine 15 11
30 - Fish fillets, dried, salted or in brine, but not -
smoked:
= - Of cod (Gadus morhua, Gadus ogac, Gadus macro-
cephalus) and of fish of the species Boreogadus
saida: :
11 - - - Of ced of the species Gadus macrocephalus 18 16
19 - - - Other . 2 20
30 - - Of Pacific salmon (Oncorhyncus spp.), of Atlant-
ic salmon (Salmo salar), and Danude salmon
(Hucho hucho), salted or in brine : 18 15
50 - - Of lesser or Greenland halibut (Reinhardtius -
hippoglossoides), salted or in brine 18 15
90 - - Other 18 16

(1) Subject to compliance with the reference price.

(2) Duty rate reduced to 10% subject to compliasnce with the reference price, for frozen
fillets presented as industrial blocks, with bones (standard) within the limits of an
annual tariff quota of 5 000 tonnes, for the period 1 July to 31 December, to te grant-
ed by the competent authorities.

(3) subjact to compliance with the reference price. A countervailing tax is provided for in
the case of non-compliance with the reference price,

(&) Duty exemption for herring falling within subheadings 03,02 40 90, 03.03 S0 90, 03.04
10 93, 03,04 10 95 and 03.04 90 25, within the limits of a global annual tariff quota
of 34 000 tonnes to be granted by the competent Community suthorities and subject to
compliance with the reference price.

(5) Subject to limits and conditions to be determined by the competent authorities.

(6) Duty rate reduced to 8% for silver hake (Merluccius bilinearis) falling within subhead-
ings 03.02 69 95, 03.03 78 10 and 03.04 90 47, within the 1limits of a global annual
tariff quota of 2 000 tonnes to be granted by the competent Community authoritfes.
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SECTION IV

PREPARED FOODSTUFFS; BEVERAGES, SPIRITS AND VINEGAR;
TOBACCO AND MANUFACTURED TOBACCO SUBSTITUTES

NOTE

1. In this Section, the term "pellets" mesns products which hsve been agglomerated either
directly by compression or by the addition of a binder in a proportion not exceeding 3%
by weight.

CHAPTER 16

. PREPARATIONS OF MEAT, OF FISH, OR OF CRUSTACEANS,
MOLLUSCS OR OTHER AQUATIC INVERTEBRATES

NOTE

1, This Chapter does not cover meat, meat offal, fish, crustaceans, molluscs or other aqu-
atic invertebrates, prepared or preserved by the processes specified in Chapter 2 or 3.

2. Food preparations fall in this Chapter provided that they contain more than 20% by weight
of ssusage, meat, meat offal, blood, fish or crustaceans, molluscs or other aquatic in-
vertebrates, or any conbimtion thereof In cases where the preparation contains two or
more of the products mentioned above, it is classified in the heading of Chapter 16 cor-
responding to the component or components which predominate by weight. These provisions
do not apply to the stuffed products of heading No. 19.02 or to the preparations of
heading No, 21.03 or 21.04.

SUBHEADING NOTES

1, For the purposes of subheading No, 16,02 10, the expression "homogenised preparations"
means preparartions of meat, meat offal or blood, finely homogenised, put up for retail
sale as infant food or for dietetic purposes, in containers of a net weight content not
exceeding 250 g. For the application of this definition no account is to be taken of"
small quantities of any ingredients which may have been added to the preparation for sea-
soning, preservation or other purposes. These preparations may contain a small quantity
of visible pieces of meat or meat offal. This subheading takes precedence over all other
subheadings of heading No. 16.02, :

2. The fish and crustaceans specified {n the subheadings of heading No. 16.04 or 16. 05 under
their common names only, are of the same species as those mentioned in Chapter 3 under
the same name.

ADDITIONAL NOTES

1. For the purposes of subheadings 16.02 31 11, 16.02 39 11, 16.02 50 10, 16.02 90 61 and
16.02 90 71 the term "uncooked" shall ‘apply to products’ which have not been subjected to
any heat treatment or which have been subjected to a heat treatment insufficient to
ensure the coagulation of meat proteins in the whole of the product and which therefore,
in the case of subheadings 16.02 50 10, 16.02 90 61 and 16.02 90 71 show traces of a
pinkish liquid on the cut surface when the product is cut along a line passing through
its thickest part.

2. For the purposes of subheadings 16.02 41 10, 16.02 42 10 and 16.02 49 11 to 15.02 49 25
the expression "parts thereof™ applies only to prepared or preserved meat which, due to
the size and the characteristics of the coherent muscle tissue, 18 identifiable as having
been obtained from hams, shoulders, loins, or collars of domestic swine, as the case nay

RATE OF DUITY
HEADING DESCRIPTION :
° Autonomous % Conventional
or Levy (AGR)
16.01 00 Sausages and similar products, of meat, meat offal
or blood; food prepsrations based on these products:
10 - Of liver 24 (AGR) 24
- Other (1): .
91 - - Sausages, dry for spreading, uncooked 21 (AGR) -
99 - - Other . 21 (AGR) -

(1) The levy applicable to ssusages im;orted in containers which alao contain preservative
liquid is collected on the net weight, {.e, after deduction of the weight of the
liquid.
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RATE OF DUTY

HEADING DESCRIPTION
No. Autonomous % Conventional
or Levy (AGR) %
(16.02 90)
----- Other:
------ Of sheep or goats:
71 - ===« -- Uncooked; mixtures of cooked meat or
offal and uncooked meat or -offal 20 (1)
79 - - - =~ - - Other 20 (1)
99 - - - - - - Other 26 26
16.03 00 Extracts and juices of meat; fish or crustaceans,
molluscs or other aquatic invertebrates:
10 - In immediate packings of a net content of 1 kg or
less 24 20
30 - In immediate packings of a net content of more
than 1 kg but less than 20 kg 9 4
90 - Other Free Free
16.04 Prepared or preserved fish; caviar and caviar sub-
stitutes prepared from fish eggs:
- Fish, whole or in pieces, but not minced:
11 00 - - Salmon 20 5.5
12 - = Herrings:
10 - - - Fillets, raw, merely coated with batter or
’ breadcrumbs, whether or not prefried in oil,
deep frozen 18 15
90 - - - Other : 23 20
13 - - Sardines, sardinella and brisling or sprats:
10 - - - Sardines 25 25
90 - - - Other 25 20
14 - - Ibna;, skipjack and Atlantic bonito (Sarda
spp.): '
10 - - - g\mas and skipjack 25 - 24
90 - - - Atlantic bonito (Sarda spp.) .25 25
15 - = Mackerel: -
10 - - - Of the species Scomber scombrus and Scomber
japonicus . 25 - 25
90 - - - Of the species Scomber australasicus 25 20
16 00 - - Anchovies 25 -
19 - - Other: ) :
10 - - - Salmonidae, other than salmon 20 7
30 - - - Fish of the genus Euthynnus, other than
skipjack (Euthynnus (Katsuwonus) pelamis) 25 2%
50 - - - Fish of the species Orcynopsis unicolor 25 25
-~ = = Other: :
91 - - - - Fillets, raw, merely coated with batter or
breadcrumbs, whether or not prefried in oil,
deep frozen 18 15
99 - - - - Other 25 20
20 - Other prepared or preserved fish:
10 - - Of salmon 20 hoh
30 - - Of salmonidae, other than salmon 20 7
40 - - Of anchovies 25 -
50 - - Of sardines, bdonito, mackerel of the species
Scomber scombrus and Scomber japonicus, fish of
the species Orcynopsis unicolor 25 25
70 - - Of tunas, skipjack or other fish of the genus
Euthynnus ’ 25 - 24
90 - - Of other fish 25 20
30 - Caviar and caviar substitutes: :
10 - - Caviar (sturgeon roe) 30 30
90 - - Caviar substitutes 30 30
16.05 Crustaceans, molluscs and other aquatic inverteb-
rates, prepared or preserved:
10 00 - Crab 20 16
20 00 - Shrimps and prawns 20 20
30 00 - Lobster 20 20
40 00 -~ Other crustaceans 20 20
90 - Other:
10 - - Molluscs ’ 20 20
90 - - Other aquatic invertebrates 26 26

(1) See Arrcr.
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ANALYTICAL FRAMEWORK FOR THE ECONOMIC
EFFECTS OF TARIFFS ON TUNA

The purpose of this appendix is to explain the analytical framework, or model, which
underlies the estimation of the effects of tariffs in Chapter 6. This model captures both
the direct effects of tariffs and their indirect repercussions. The discussion here will first
consider the market for imported canned tuna using the standard tools of supply and
demand. Next it looks further at the supply side of the import market, through which
tariffs affect the world market for canned tuna. The following two sections consider the
import market’s demand side, which links that market with the supply and demand for
domestic canned tuna. The final section summarizes the various impacts of tariffs.

The Effect of Tariffs on the Price and Quantity of Imported Tuna

Figures H-1 and H-2 use a standard supply/demand framework to illustrate the
direct effect of tariffs oni both the world supply price Py, of traded tuna and the domestic
price Py of imported tuna.! The figures apply to the market for imported tuna in either
the United States or the European Community (EC). The supply curve Sy represents the
quantities that tuna exporters are willing to offer in this market at éach price. At higher
prices, more will be offered, both because overseas suppliers will find it profitable to
increase production and because tuna will be diverted from othér export markets. The
demand curve Dy represents the amount of imported tuna that consumers (or
distributors) will wish to purchase at each price. The lower the price, the greater will be
the quantity demanded. ‘

In the absence of a tariff, the market-élearing price is givén by }he intersection of the
two curves Dy and Sy. In this case Py and Py, are equal. Qm in Figure H-1 represents
the quantity of imports. ‘ : :

In the presence of a tariff, however, Py and Py, aré not equal. Rather,
Pu = Py (141)

where t represents the percentage ad-valorem tariff rate. Hence, for example, a 20
percent ad valorem tariff implies that the domestic price of imported tuna will be 1.2
times the price of tuna in world trade. This case is depicted in Figure H-2. As in the
previous figure, curve Sy represents the quantity offered by overseas suppliers at the
net-of-tariff price. Curve S’ represents quantities offered at the gross-of-tariff price at
which imported tuna sells in the domestic market. The market clears ‘at the price Py and
quantity Qm given by the intersection of Dy and S'm . Py, is given by the height of Sy at
Qum, and the vertical distance between S’y and Su at Qu represents the value of the
per-unit tariff.

Py in Figure H-2 represents the price (both P, and Py) that would have prevailed in
the absence of a tariff. In general, a tariff both raises Py and reduces world supply price
P,. The extent to which each of Py and Py, change depends on the relative slopes of Sy
and Dy.2 If, for example, Sy were horizontal, a tariff would reduce the quantity
imported but would not affect world supply price at all. Py would rise by the full amount
of the tariff. That, in fact, is a reasonable approximation of the effect of tariffs in cases
where the country (or tariff region) concerned imports too small a proportion of world
trade in a commodity for changes in imports to affect the world price. In the case of tuna,
however, the United States and the EC each import 40 percent or more of the quantity

- traded in world markets. Thus their tariffs have an important impact on world prices.

' The model abstracts from transportation costs and other charges. As these costs affect only the
level of the world supply price and not the changes in price due to the tariff, this simplification makes
no difference for the model’s implications. Another simplification that the model will make initially is
1o consider tuna as a homogeneous commodity. At a later point in the analysis we shall consider the
imgonance of qualitative differences.

The relative slopes of these and other curves in the figures in this appendix are measured by
elasticities, which is why the calculations noted in Chapter 6 use elasticities.



Figure H-1
The market for Imported canned tuna
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Figure H-2
The effects of a tariff on the import market

Price

o b e e . — —— . — . —

Sm

Dm

D e e — — . —— —

Quantity

Quantity



The next sections will consider the factors that contribute to the shapes of these
supply and demand curves. In doing so, they will also clarify how tariffs on imported tuna
affect both foreign markets and the market for domestic canned tuna.

The Supply of Imported Tuna

The derivation of the shape of the supply curve is conceptually straightforward. For
any given world price, the quantity of tuna supplied to a particular country or tariff drea is
the difference between what exporters offer and what third countries purchase. Iniport
supply to a particular country is thus the residual between world export supply and
demand by other importers, as illustrated in Figure H-3.3 For any given pric¢, the
quantity supplied to the country in question (represented by the curve Sy in figures H-1
and H-2) is the horizontal distance between world supply curve S, and the demand
curve for the “rest of the world” Dgow.*

The interaction between the world tuna market and the market where the tariff is
imposed works in both directions. A tariff decreases imports and reduces the world supply
price of tuna. As figure H-3 implies, this decline in price leads to increased consumption
and reduced production elsewhere in the world.®

Figure H-3 .

The worlid market for canned tuna

Price
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Quantity of Imports /

Drow

Quantity

The Demand for Imported Canned Tuna

3 This is strictly true only if tuna products destined for different markets are perfectly substitutable.
In the very short run they are not, for they differ in such attributes as style of can, labelling, and
specific variety of tuna used. In the medium to longer run, however, substitutability is quite high.
Production lines can easily shift to different cans, labels, and varieties of fish.

¢ The calculations presented in Chapter 6 apply a range of plausible values of elasticities for Sw and
Drow to develop upper- and lower-bound estimates for the elasticity of Sum. ’

8 Under likely demand conditions, increased consumption in the rest of the world does not make up

for reduced consumption in the country where tariffs are imposed. Thus tariffs anywhere reduce both
consumption and production in the world as a whole.



The shape of the import demand curve in a given country depends on the relationship
between consumer demand for imported tuna and consumer demand for domestically
produced tuna. Suppose, for example, that foreign and domestic tuna are perfect
substitutes as far as consumers (and distributors) are concerned.® In that case, the
quantity of imports at any given price is simply the difference between the amount that
consumers are willing to purchase and the amount that domestic produceys are willing to
supply. In other words, import demand is the residual between domestic demand and
domestic supply.

Figure H-4 illustrates this with supply curve Sqom for domestic supply and demand
curve D for total tuna demand. The horizontal distance between the curves represents the
quantity of imports demanded at each price.

Figure H-4
The domestic market for canned tuna (for the case of perfect substitutes).
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~ As a note in the text explains, there are reasons to believe that foreign and domestic
tuna are close substitutes. In many cases the same brand names are applied to both, they
have similar labels, and there is little or no qualitative difference in the contents.
Nevertheless there is, at least, some difference between domestic and imported tuna in
the specific mix of products, and we must allow the possibility that consumers do not
regard them as perfect substitutes. But even if consumers do regard them as perfect
substitutes, the distributors who choose between foreign and domestic tuna may not.

When imported and domestic tuna are imperfect substitutes, then there is a less direct

link between the consumer demands for each. Still, a rise in the price of imported tuna
will both reduce total consumption of tuna and cause some switching from imported to
domestic tuna. The magnitudes of these two effects will determines the slope of the
import demand curve Dy in Figures H-1 and H-2.7

® This case corresponds to an infinite cross-price elasticity. The upper-bound assumptions
. presented in Tables 6-3 through 6~7 involve very high (virtually infinite) cross-price elasticities.
7 These magnitudes are measured by the elasticity of composite demand and the cross-price
elasticities used in the calculations in Chapter 6.



The Effect of Tariffs on the D'o,r'nes:ﬁc Canned Tuna Industry

The fovregoing considerations can be turned around to consider the impact of tariffs

-on the supply of, and demand for, domestic canned wna. If domestic and imported -

canned tuna are perfect substitutes, then the same price will apply to each. A tariff will
raise the price of domestic tuna the same amount as imported tuna. In general this will be
less than the full amount of the tariff. Figure H-4 illustrates how this will reduce
consumption of tuna while increasing both the price and quantity produced of domestic
tuna. Consumer demand is represented by curve D and domestic production by curve

. Sdom- Pp represents the price without a tariff, P, the price with a tariff, Qp and Q; the

quantities demanded without and with a tariff, and Qgomo and Quomi1 the quantities
produced domestically without and with a tariff. For each price the quantity imported is
the horizontal distance between curves D and S4op. :

When domestic and imported tuna are imperfect substitutes, the link. is less direct. A
rise in the price of imported tuna will lead consumers to shift to domestic tuna. This is
reflected in Figure H~5 by the rightward shift in the demand curve for domestic tuna,
Dyom. This figure uses the same notation as the previous figure. As in the previous case,
both the price and quantity of domestic tuna rise. However, in this case the rise in price
of domestic tuna is less than the rise in price of imported tuna.® This is because, if the rise
in price were equal, then consumers would not switch from imported tuna to domestic,
and sales of domestic tuna would not increase.

Figure H-5 .
The market for domestic tuna (for the case of imperfect substitutes)
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A Summary of the Effects of a Tariff

The most direct effect of a tariff is to raise the domestic price of imported tuna above
the world supply price. The domestic price does not rise by the full amount of the tariff
because the tariff depresses the world supply price. In the domestic market, the tariff
leads indirectly to a rise in the price of domestically produced tuna and an increase in the
quantity produced. In the world as a whole, the depressed supply price leads to reduced
production in exporting countries and increased imports in other importing countries. It
also leads to reduced domestic production in other importing countries.

® This is because, if the rise in price were equal, then consumers would not switch from imported
tuna to domestic, and sales of domestic tuna would not increase.









