Cooperatives
By Cindy Smith

Current law is “The Fishermen’s Collective Marketing Act of 1934” allows fishermen to jointly harvest, market and price their product.  Processing may occur once the cooperative is formed.  Members / the Co-op…
· May agree on terms of sale and minimum prices they will accept for products

· May achieve monopoly power through natural growth through combinations with other co-ops

· May limit production if the market is limited

· May harvest with fewer vessels and share costs and revenues

· Cannot make agreements with those outside the cooperative

· Cannot hold back the supply to drive prices up

· Cannot force agreements by refusing to sell, boycott, picket or participate in other non-competitive practices

Three types of cooperatives

· Marketing /Supply cooperatives without quota – but they have no control over supply

· Harvest Cooperatives – They have group quota and they divide shares among vessels and market catch competitively

· Marketing Cooperatives with Quota – they jointly harvest by sharing costs, revenues and quota.  They jointly market product, negotiate prices, but may or may not actually process the catch.
Harvest Cooperatives in the U.S.  
· Pacific Whiting – established sub-allocations of the TAC for offshore, and inshore processors and motherships
· Consolidation was permitted before co-op was formed

· Members worked with Dept. of Justice and received a favorable business review letter; on the topic of antitrust issues.
· With processor involvement, they agreed to cooperate only with regard to harvesting and were allocated the entire quota.
· Bering Sea Pollock Cooperative

· North Pacific Council was repeatedly unsuccessful at allocating sector quotas so Congress legislated the Cooperative in the American Fisheries Act (AFA)
· The AFA named eligible vessels, provided a mechanism for an industry-funded buyout, established the co-op and allocated quota.
Marketing Cooperative with Quota - Chignik Salmon Cooperative
· Originally there were 100 permit holders – if 51 of them wanted to form a co-op then they would get an allocation of the TAC.  In 2002, 77 boats joined together to form the co-op.  22 chose to fish independently and 1 quit fishing all together.  The 77 boats were allocated 70% of the total sockeye harvest.  The co-op used 19 boats to catch the quota and those who did not fish received a share of the proceeds.
· The members of the co-op share in the reduced costs and higher revenue, they are able to negotiate higher prices, develop new markets, improve product quality, are able to time their production with the market and thus avoid crowding, and end the race for fish.
Benefits

· Council action is not required except for the allocation of the quota

· Individual vessel shares can be negotiated within the cooperative

· Cooperatives reduce the harvesting capacity and end the race for fish

· Co-ops lead to decreased costs for individuals because they are working together
· Co-ops allow the fishermen to time their harvest with market demand

· Because it ends the race for fish, quality and yield are improved
· Co-ops allow the fishermen to optimize the mix of product for market
· Less time is spent negotiating prices
· Vessels are able to cooperate to avoid bycatch
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