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Chapter 1 Introduction

The Purpose of this paper isto discover the Domestic Price Differentias of live, fresh
and frozen fish and processed marine products (note 1) and to examine factors affecting such
price differentials (note 2). The research suggests that 25% of marine products taken from
52 items of comparable products display more than two fold price differentials. In other
words, for 13 items, domestic production prices are more than twice as high as imported
prices. Such differentias are mostly derived from the find consumers preference to the
quality and freshness rather than indtitutiona impediments such as tariffs and non tariff barriers.
In Chapter 2, we will describe an outline of Japanese fisheries and marine product
consumption in relaion to internationa trade. In Chapter 3, we will firdt illustrate measurement
methods. Following that, the resulted Domestic Price Differentids are indicated. For those
items whose Domestic Price Differentiads exceed 2.00, factors possibly affecting such price
differentids are examined. Examination in Chapter 4 include traded form, digtribution, quaity
measure and the existence of tariffs and non tariff barriers. Lastly in Chapter 5, concluson and

future perspectives are suggested.

Chapter 2 The outline of Japanese fisheries

Japan is the second biggest producer of marine product as well as the world largest
marine product importer, both in weight and value. Japanese per capita edible fish
consumption is dso the largest. It is as large as 67.8 kilograms per year overwheming the

world average of 13.4 kilograms.

(1) Production and import

Japanese Fisheries production in 1990 was 10,278 tons (8,013 tons in 1993). It is
the second biggest next to China who produced nearly 18,000 tons in that year. In fact,
Japan was the firgt until 1988 Rapid increase in Chinese production at the same time rapid



decline in Japanese production in these years switched the countries positions (Figure 1).

The increment of domestic production shortage is well compensated by the increase
in import as wel as the decrease in export. The country's export, having been the largest in
the world until 1972, was reduced to 1,140 tons (572 tons in 1993) by two factors; the
edablishment of 200 miles of exclusive fishing zone and an ail crigs. As an importer, on the
other hand, Japan has been the largest both in weight and value since 1982. In 1990, 3,823
tons (4.788 tons in 1993) are imported and it is Hill increasing (Figure 2). The vaue of
fisheriesimport is the second largest within Japanese overal importing items (Figure 3).

As a result, one-third of the tota supply of edible marine products, i.e., 8,798 tons
(8,464 tonsin 1993), or 28% (36% in 1993) of tota supply isimported.

(2) Popular marine products

Marine products that are popularly caught by Japanese fishermen are Sardine, which
occupies 43% of total production in weight, Waleye Pallack, Japanese Common Squid, Tuna,
and Striped Jack. In terms of the value of production, they are Tuna, Japanese Common
Squid, Sardine, and Sdmon (Figure 4).

Popular imported items are partidly overlapping with Japanese popular catches:
They are Shrimp, Tuna, and Walleye Pollack/Cod in weight, and Shrimp, Tuna, Sdmon and
Crab by value (Figure 5). The characteristics of recent trade is a shift from traded fish to more
processed form, i.e. peded, cut and seasoned. Shrimp, E€l, Sea Urchin and Pollack Roe

are the examples.

(3) Consumption

One of the notable characteridtics for Jgpanese fish consumption is to eat in raw
(Sashimi and Sushi).  Jgpanese consumers are willing to compensate flight fee of Tuna
promptly iced or chilled when it is caught in South pacific Sea and the West Coast of the
United States. Even some of the frozen fishes are consumed in raw, otherwise, they are
lightly boiled and brought to dining table without seasoning. Freshness, therefore, is essentid
for dl kind of fish. Average household expenditure for marine products was 37,776 yen in



1990: It is 13% of tota food expenditure (Figure 6). Above dl, Tuna, Shrimp, Squid, Yelow
Tail, and SAmon are the items of heavy expenditures.

The second characteristics of consumption is the fact tha high-grade Japanese
restaurants consume more fish than anything dse.  Paticularly, they try to offer customers
high qudity fresh fish that cannot be purchased in consumers market. Price of such fish is high
dueto the price indadticity of these restaurants.

(4) Unrestrictive government policy

Government policy toward fisheries import is nonredrictive.  An interesting
contrast can be made with that of agricultura products where heavy protection for domestic
products are associated with import tariff and non tariff inditutional barriers. Such generosity
in fish trade is derived from the historicd fact that Japanese fisheries had not only been sdif
aufficient but also been a room for exporting so as to bring foreign currency to Japan at its
stage of economic growth. Tariff as a barrier, therefore, is negligible  As we see later, they
are a most 10% in Generd leve. It cannot be counted as a factor affecting domestic price
differentids.

Chapter 3 The Survey and the results

Our study is based on the comprehensive survey of Domestic Price Differentids
conducted by Kawa et.d.[1995](note 3)(Figure 7). In this survey, Frshwater fishery/
aquaculture (1.685) and Processed marine products (2.070) hit high Domestic Price
Differentids. Neither of them, however, provides further breakdown.

(1) Similarities and differences with Kawai et.al.[1995]

In this paper, more detailed item-by-item price comparison is conducted while
keeping its base on the contribution of Kawai et.a.[1995]. In practice, we compare prices
as of 1990, production price for domestic products and import CIF price for imported



products. For the reference of imported product prices, we refer Japan Exports & Imports
(1990). Up to this procedure, it is the same as what Kawai et.a.[1995] have done. For the
reference of domestic production prices, we refer origind datistics such as Minigtry of
Agriculture, Forestry and Fisherie§1990] & [19958] and Tokyo Prefectura
Government[1990]. These are the data from where data for "1990 Input-Output Tables' are
originated. Other datistics are also utilized to reinforce data credibility.

Domegtic Price Differentids indicated in Kawa et.a.[1995] are categorized
according to middle-gage indudtrid dasdfication. In that, Domestic Price Differentids are
caculated in the following order. Let us take an example of Freshwater Fishery/ Aquaculture
(Figure 8). There are a number of marine product in this category. Comparable imported
products are taken from Japan Tariff Association[1990], and are compared with domestic
product prices derived from Management and Coordination Agency[1990]. Good matches
are found in only three products: Carp, Ed, and Fresh Water Cram. Weighted average of
those three prices are findly compared to derive Domegtic Price Differentials as 1.685.
Reaulting Domestic Price Differentids, however, contains controversd differences.  For
example, price differentids of Carp gives us a Sgn that imported carp is more expensive than
domestic carp: In fact it is because imported Carp is live.

As we see in this example, price comparison at middle-stage indudirid dassfication
does not reflect "true” differentids as far as marine products are concerned. In our paper,
we st oursdves free from these indudrid classfication.  Ingtead, we match
product-to- product as precisely as possble and pay careful attention to such fish product that
show a price differencid grester than two.

(2) Theresults

We compare the following 52 marine products. Domegtic Price Differentids were
1.76 on average, with the highest of 10.29 and the lowest of 0.27 (Figure 9). Frequency
digribution figure (Figure 10) shows some concentration in Domegtic Price Differentids
1.2-1.3. On the other hand, Import Ratio, i.ethe share of import in total domestic supply in
weight, varies from amost zero (0.20% for salted samon (43)) to dmost 100% (99.47% for



frozen peded Shrimp (30)). The following equation suggests that no significant correation
exists between Domestic Price Differentids and import ratio.

Domestic Price Differencials= 158 + 0.39 R2 =0.01
(4.02)

We will dosdy examine characterigtics of the products whose Domestic Price
Differentids are over 2.00. 25% or 13 items out of 52 are therefore in question. Before
we gart examining those products individudly, let us note the following four factors that may
influence on the price differentials Smply due to the nature of datidtics itsdf.

Firdt, data showed here does not represent "dl" the products that are imported.
Instead, they are the result of our best effort that we could sort out comparable prices.

Second, some product prices, e.g. Spanish Mackerel (13) and Pacific Herring (14)
represent a mixture of fresh and frozen products. There are a great possibility that, in these
cases, domestic fresh product prices are compared with frozen imported product prices. In
generd, fresh products are valued more than frozen products. Price differentials between fresh
and frozen imported Tunas will give us a reference on how much they differ: Four groups of
imported Tuna (1&2, 3&4, 5&6, 7&8) indicate that fresh tunas are valued 1.5to 3.1 times
more than frozen tunas. Domestic Price Differentid's may be caused by such factor.

Third, some of the successive products on the list are not independent but subsets.
For instance, Fresh Sea Bream (16) is a subset of Sea Bream (15). Although Sea Bream
(15) indicate 2.98 of Domegtic Price Differentids, it does not exist as long as fresh ones
concerned.  Such information will reinforce our examination on what causes Domestic Price
Differentids.

Fourth, both domestic prices and imported prices without notes indicate prices at
production stes, (i.e. auctioned price at fish ports), and reported price a customs duty,
respectively. In other words, when it is noted as "wholesde price, it is auctioned price at
Tokyo Centra Wholesde Market (note 4), that should be higher than that of production sites
or customs duty. Particularly, specid attention should be paid for those products, such as



Fugu (21), where significant locdl price differentids exi<.

Chapter 4 Product Examination

(1) Frozen Bluefin Tuna

(Table cannot be reprinted for atechnica reason.)

(2) Frozen Skipjack
(Table cannot be reprinted for atechnica reason.)

(3) Fresh Striped Jack
(Table cannot be reprinted for atechnica reason.)

(4) PacificHerring
(Table cannot be reprinted for atechnica reason.)

(5) Sea Bream
(Table cannot be reprinted for atechnica reason.)

(6) Fugu
(Table cannot be reprinted for atechnica reason.)

(7) Fresh Butterfish
(Table cannot be reprinted for atechnica reason.)

(8) Japanese Spiny Lobster
(Table cannot be reprinted for atechnica reason.)



(9) Fresh Shrimp
(Table cannot be reprinted for atechnica reason.)

(10) Sea Urchin
(Table cannot be reprinted for atechnica reason.)

(11) Hard Clam
(Table cannot be reprinted for atechnica reason.)

(12) Fresh Water Clam
(Table cannot be reprinted for atechnical reason.)

(13) Freshwater Aquaculture Pearl|
(Table cannot be reprinted for atechnica reason.)

Source: Jgpan Taiff Association [1992], Ministry of Agriculture, Forestry and Fisheries
[1993], Research Inditute of Food Didribution [1995], Research Inditute of
Imported Food [1994].

Chapter 5 Conclusion and future perspectives

The research we have conducted on Domegtic Price Differentids for fisheries
industry in Japan is virtudly the firg trid in this fidd. There are a number of works on the
examination of increasing fisheries import such as Horiguchi [1992] and Taya [1991] for
overdl imports, Akiya [1995] for sdmon and Hiroyoshi [1995] for Tuna. These works,
however, focus on the examination of the change in domestic production/ market, than on the
date of prices themsdves. ladly in this paper, we will point out the following ax factors that,
we bdieve, may cause price differentids. Further close examination by products is left out



for future continuing sudy.

(1) Freshness and quality measurement

Freshness and qudity no doubt are reflected in prices. Premaure frozen
technology or a lack of refrigeration facility on the catching boat in the country of origin is
reported for those products such as Tuna (22), Skipjack (11) and Fugu (21). Quantitative
verification of freshness and qudlity isleft for future study.

(2) Difference in usage as a candidate of Domestic Price Differentials

Difference in usage may reflect on price. For ingtance, imported Frozen Skipjack
(12) is eventudly died and shredded to be used as a seasoning while domestic Frozen
Skipjack is served in raw or broiled. The Domestic Price Differentids is 5.89. We could not
digtinguish how much of such price differentids are gpportioned to the difference in freshness
and quality and to that of usage. Or, the difference in usage itsef may be the reflection of the
difference in freshness and qudity. However, Mackerd (22) gives us a hint: the sze of
imported mackerdls (mostly from Norway) are standardized and they are large enough to be
cut and sold in the form of fillet in supermarket chans. While, the Sze of domedtic
Mackerels are smdl on average, they are mostly milled for cattleffish food (Taya [1995]).
Domestic Price Differentias of 0.27 suggests that imported Mackerd is valued four times
more than domestic Mackerd. Closer examination of such factor is aso |eft for future study.

(3) The possibility of monopsony

If the importer of a product is a monopsonidt, (i.e. a Sngle demander versus many
supplier), the price of imported goods should be lower than otherwise. Hard Clam (38) is
imported by aloca buyer in Mie prefecture where Hard Clam is put back in the sea again to
mature. Fresh Water Clam (39) is dso reported to be imported mainly by buyersin Mie and
Ibaraki prefecture. Even other products where a monopsony is not observed, the possibility
of colluson cannot be denied. Further examination into the importing procedure of each
product is required for definitive answer. In that instance, the competitiveness of the product



in the world market should be taken into account. Although Japanese demand is large
enough to control the world market price, the existence of a competing demand may wesken
such power. Tung, as an internationa product is an example. A counter example is Fugu

(22), afish with poison, that may not be appreciated in the rest of the world.

(4) Prices of storable/ non storable products

Unlikely with industrial products or aguaculture in the case of marine product, the
volume of naturd fish caught a a time is uncontrollable It dways results in ether over
production or shortage. Moreover, fresh fish is non storable. For such product, auction
prices fluctuates as it adjusts with the volume and price of fina demand. On the dher hand,
with a storable product such as frozen fish, either exporter or importer can store fish and
observe the market price: Frozen fish may work as a subgtitute for fresh fish. These factors
may influence prices, and it may be particularly so for imported products because they are
treated as a supplement of domestic production. The issue of how these factors relate to
each other and affect on pricesis|eft for future studies.

(5) Adequacy of statistics

For those products whose market price at production Ste was not available, we
instead used the wholesale market price at Tokyo Centrd Wholesde Market. As we noted
in Fugu (21) in the previous chapter, Fugu in Tokyo is congdered as a specia cuisne,
supplied only in exdugve high-class restaurants. Much of the price differentids out of 10.29
could be therefore caused by the inadequacy of these statistics. Furthermore, the distribution
process of marine products is undergoing dynamic restructuring at the moment, where the
large volume demanders such as family restaurant and supermarket chains purchase directly
from locd suppliers and importers, or even directly from exporters, without going through
central wholesale markets. Centrd markets on the other hand are shifting to specidize in
high-quaity products purchased by high-grade restaurants (Tasaka [1995]). Close

examination of distribution process therefore is necessary.



(6) Production-retail price differentials

In this paper, we did not examine retall price nor Domestic Price Differentiasin retal
prices. A large price differentid, in fact, exists between imported price/ wholesale price and
retal price They are three to five folded(Figure 11). Price differentids with retal prices
overwhdms that of Domestic Price Differentids, and it is consstently so for al the products so
far which daa is avalable. Therefore, we suggest that future study is required in the
distribution process including delivery cost and its margin (Note 5).

Notes

(1) We use the term "marine products’ or "products’ interchangeably. For the reference of
English Japanese names of marine products, see appendix.

(2) This paper stands as "Fisheries Industry” within a series of papers on domestic Price
Differentials studied by a group of researchers under the name of "Economic Policies in
APEC" organized under the IDE (Indtitute of Developing Economies). The author wishes
to express gppreciation to Ippe Yamazawa, the group leader, and its members for giving
her an opportunity to conduct the research.

(3) Our study corresponds with No.44-47, 71-76 of Kawai et.al. [1995].

(4) Average price of the following three wholesale markets: Tsukiji, Adachi and Ohta, is used.

(5) Mogt of the marine products at retall markets (such as supermarket) do not indicate
originating country: Consumers are not aware whether a product is imported or
domedticaly produced. There is a posshility that identicd domestic and imported
products are put on the shelf a the same price even though imported price was lower than

production price.
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