14

Japanese—Russian Fishery Joint
Ventures and Joint Operations in the Sea
of Okhotsk: An Evolving Form of
Cooperation

Tsuneo Akaha

INTRODUCTION

Since the mid-1980s, Japanese fishery groups and their counterparts in the Soviet
Union/Russia have developed joint ventures (JVs) and other cooperative arrange-
ments in fisheries, and the number of such arrangements is growing. Virtually all of
them are concerned with the exploitation of marine resources in and around the Sea
of Okhotsk. They offer many opportunities and benefits to both Japan and Russia
because the two countries currently have many complementary needs, but they also
pose many difficult problems that require close scrutiny. If JVs and other arrange-
ments, including so-called joint operations (JOs, or kvodo jigyoin Japanese), between
the two countries are to develop as mutually beneficial forms of cooperation on a
long-term basis. the opportunities they offer and problems they pose must be clearly
understood.

In this brief analysis' I will introduce the background to the Japanese—Soviet/
Russian fishery JVs and JOs, describe their characteristics as they operate today,
discuss their limitations and problems, and offer a prognosis for their future
development.

BACKGROUND

Following the conclusion of the Third United Nations Conference on the Law of
the Sea (UNCLQOS IID) in December 1982 and the establishment of the Soviet 200-
mile exclusive economic zone (EEZ) on March 1, 1984, Tokyo and Moscow in
December 1984, concluded a bilateral fisheries agreement® replacing the two provi-
sional agreements which had governed Japanese—Soviet fishing within each other’s
200-mile zones since 1977. In accordance with the UN Convention on the Law of the
Sea, the Japanese—Soviet agreement recognized the pnmary interest and responsi-
bility of the coastal state with respect to the management and conservation of marine
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resources within its exclusive economic zone (EEZ). The accord required each side
to permit the other to fish in its 200-mile zone,* with each side’s catch quota to be
determined through consultation at the annual meetings of the Japan—Soviet
Fisheries Commission.* The determination of annual catch quotas was to take into
consideration the “condition of resources,” the coastal state’s “own harvesting
capacity, the traditional catch and methods of fishing by the other country, and other
relevant factors.™ The bilateral agreement called on each party to comply with the
resource conservation measures that the other side might take within its 200-mile
zone.” Moreover, the accord called on the two governments to “cooperate in the
conservation and optimal utilization of the living resources™ within their 200-mile
zones.®

Through consultation at the annual Fisheries Commission meetings, Japanese
fishing within the Soviet 200-mile zone was placed under increasingly restrictive
control. The Soviet Union had long sought to equalize the actual size of the harvest
rather than the total quota for each side and, more recently, sought to extract as much
in fishing fees from the Japanese side as possible. The Soviets succeeded in attaining
both goals. For example, the 1991 fishing season saw Japan pay 1.1 billion yen in
fishing fees foraquotaof 35,000 tonsin the Soviet EEZ. Inaddition, Japan was given
a fee-free quota of 182,000 tons in return for a Soviet quota of 182,000 tons in
Japanese waters.’

These arrangerments seemed equitable insofar as the Japanese continued to have
access to the highly desired marine resources within the Soviet waters and the Soviets/
Russtans received badly needed hard currency in exchange. The increasing regula-
tion of Japanese fishing within the 200-mile zone of the former Soviet Union also
seemned warranted given Moscow’s longstanding concern about the deteriorating
state of fish stock in the Sea of Japan and the Sea of Okhotsk. However, the Japanese
maintained the resource condition was such that they should be aliowed a greater
share of the resources in the Soviet waters.

Similarly. Japanese salmon fisheries in the Northwest Pacific were subjected to
increasing constraints in recent years. Under the Japanese—Soviet salmon fisheries
agreement of 1978, Japan accepted the “state of origin" principle recognizing
sovereign claims over anadromous species of fish by the state in whose waters such
stocks originate. Beginning in 1978, Japan was also obligated to pay *“‘cooperation
fees” (1.76 billion yen in 1978} to defray part of the cost of Soviet salmon resource
preservation efforts.' As Soviet fishing off the coasts of other countries came under
increasingly strict foreign control, the Soviets paid closer attention to the exploitation
and conservation of resources within their own waters. Moreover, following Mikhail
Gorbachev's rise to power in 1985, the Soviet government began a major drive to
place all domestic industries, including the fishing industry, on 2 more rational and
cost-effective basis. These trends resulted in greater financial needs for the fishing
industry of the former Soviet Union."! Additionally, the deteriorating financial
condition of the industry forced it to seek fishing and fish processing technology and
equipment from Japan.

In 1985, Japan and the Soviet Union concluded a new salmon fishery agree-
ment.'* In line with the 1982 UN Convention on the Law of the Sea, the accord
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recognized the Soviet Union's “primary interest and responsibility” concerning
anadromous species originating in its rivers and s right to institute regulatory
measures vis—"—vis salmon within and outside its economic zone." According to
the agreement, the catching of salmon of Soviet origin was permitted only within the
Soviet 200-mile zone." The new agreement did take note of Japan's financial
contribution to the reproduction of salmon stock in the Soviet Union and obligated
Moscow to give special consideration to Japan.'”” The accord also provided for
bilateral scientific and technological cooperation.'® The agreement further called
upon the two governments to cooperate on conservation and management of living
resources of the Northwest Pacific outside their 200-mile zones.!” Finally, the treaty
charged the Japan—Soviet Fisheries Commission with the responsibility for assess-
ing the state of fishery resources and fish stock within the scope of the new
agreement.'® As a result of the ban on salmon fishing outside the Soviet 200-mile
limit, the Japanese salmon quotas in the Northwest Pacific were cut substantially,
from 24,500 tons in 1986 10 11.000 tons in 1990,

In February 1992, Japan joined the Russian Federation, the United States, and
Canada. in concluding a new treaty on anadromous stocks in the North Pacific.'® The
convention prohibits all salmon fishing beyond the 200-mile zones of the four
countries.®® It also calls for the minimization of incidental taking of anadromous
fish.*' The accord further calls upon the parties to cooperate in the conduct of
scientific research in the North Pacific beyond the 200-mile limits of the parties, for
the purpose of the conservation of anadromous stocks and in the collection, reporting,
and exchange of information on the stock and fish catch in the area.® The treaty
establishes an international organization, “the North Pacific Anadromous Fish
Commission,” to be headquartered in Vancouver, Canada, for the purpose of
promoting the conservation of anadromous stocks in the convention area.>

Japan was able to soften the impact of the ban on salmon fishing outside the 200-
mile limits of the North Pacific nations by obtaining Russian assurances for continued
Japanese access lo salmon withinthe Russian EEZ. Japanese access to Russian waters
was of particular importance because Japanese salmon fishing was totally banned
within the United States and Canadian 200-mile zones.* Japan also obtained Russian
cooperation in opposing the United States—Canadian proposal to draw salmon
prohibition lines some distance inside the 200-mile zones of the North Pacific
countries, Drawing prohibition lines inside the 200-mile limits would have adversely
affected Japan's access to salmon inside the Russian waters.®

Under these circumstances, Japanese access to salmon and other fishery re-
sources within the Russian EEZ has become particularly imporiant. Japanese
pavments of cooperation fees in effect constitute an insurance for their access to the
highly valued resources within the Russian waters. Japan has successfully increased
its annual salimon quota within the Soviet/Russian waters (2,000 tons in 1988, 5,000
tons in 1989, 6.000 tons in 1990, and 8.000 tons in 1991) in return for increasing
Japanese financial and technological participation in bilateral salmon joint ventures
with the Soviets/Russians.* In addition, Japanese fishery groups have successfully
negotiated arrangements for joint operations (JOs) with Soviet/Russian partners
whereby they are permitied to engage in fisheries within Soviet—Russian controlled




214

waters and to make direct purchases of marine products from Russian sources at
designated sites at sea.

Throughout the postwar period, fisheries enjoyed a special status in Japanese—
Soviet/Russian relations.” More recently, at the conclusion of the historic summit in
Tokyoin April 1991 between Gorbachev and Japanese Prime Minister Toshiki Kaifu,
the two leaders issued a joint communique in which, inter alia, they “evaluated highly
the cooperation between the two countries under the existing governmental agree-
ments in the fisheries field and were agreed on the desirability of continuing
constructive exchanges of views so as to further develop such cooperation on along-
term and mutually beneficial basis.” The communique wentontosay: “Inthis regard,
the two sides expressed the desire to see extensive development of relations between
enterprises and organizations in Japan and the Far Eastern region of the Union of
Soviet Socialist Republics based on market economy principles. The two sides
recognized the necessity of maintaining and developing close cooperation in interna-
tional deliberations for the conservation, management, reproduction, and optimnal
utilization of the world’s biomarine resources.”

The Japanese-——Soviet summit produced 15 memoranda, agreements, exchanges
of notes, and joint communiques. In one of the communiques, the two countries’
foreign ministers stated that ““the two sides were agreed that it was both beneficial and
necessary to study the possibility of establishing a wide-ranging cooperation for the
preservation, rational management, and optimal utilization of biological resources in
the Northwest Pacific, the Sea of Japan, and other ocean areas.”™ Among other things,
the two sides affirmed mutual interest in advancing cooperation in the Far Eastern
region between enterprises and organizations of the two countries in processing,
storing, and marketing of marine products, joint enterprises, exchange/trade of fish
and fish products, and effective use of resources including underutilized resources.
Tokyo and Moscow agreed it was beneficial to explore the feasibility of founding
experimental bilateral joint fishery ventures that would operate on the basis of market
principles. On June 12, 1991, the Japanese Minister of Agriculture, Forestry, and
Fisheries and the Soviet Fisheries Minister reaffirmed the need to cooperate in a wide
range of areas and, among other things, agreed to continue to study the feasibility of
establishing experimental fishery JVs that would operate in the Russian Far East on
the basis of market principles.®

Clearly then, fishery JVs, and more recently JOs, have become an important part
of what 1 have elsewhere described as a “fisheries regime” between Japan and the
Soviet Union/Russia.’! What factors have contributed to the development of bilateral
JVs and JOs in the fisheries field? What benefits do the two sides see in these
arrangements? What problems do they see? It is to these questions that I shall now
turn.

JAPANESE—RUSSIAN JOINT VENTURES AND JOINT
OPERATIONS IN FISHERIES

The impetus for bilateral joint ventures in fisheries initially came from a Soviet
proposal in 1987 for Japanese capital and technological contribution to the develop-
ment of salmon hatcheries on Sakhalin Island. The first Japanese—Soviet fishery JV
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company, Pilenga—Godo, was founded in July 1988.% The Japanese side desired to
start the company for two purposes: to gain access to salmon within the Soviet EEZ
and to contribute to the replenishing of salmon stocks within the Soviet waters. The
Soviet side was interested in gaining both resource expansion technology and
“cooperation fees” from Japan. Fisheries have always been an important industry in
the Soviet Far Eastern region, with the fish production in the region representing more
than 40 percent of the nation’s total.>* As the Soviet economy experienced a drastic
decline in the 1980s through the early 1990s and Moscow was no longer able to
provide financial supporn for the Far Eastern region, fishery organizations in the
region were forced to seek their own revenues and to share them with the central
government. As a result, the technological aspect of JVs in the region has received
less and less attention, and short-term financial gains from fishery exports and
payments of fishing-related fees by foreign entities have become the central focus of
the Russian side.

As of early July 1992, there were twenty Japanese—Russian J'Vs involving
fisheries (Table 14.1). Japanese—Russian JVs in fisheries are all private arrange-
ments, but the industry and the Japanese government consult closely on the establish-
ment of JVs between Japan and the former Soviet Union. In February 1982, the
Japanese Fisheries Agency announced four basic principles regarding JVs in the
fisheries field: (1) private-level arrangements should have no adverse effect on the
existing government—to—government arrangements for Japanese fishing in the
Soviet 200-mile zone; (2) JV arrangements should assist Japanese fishing operators
who have been adversely affected by the establishment of foreign 200-mile fishery
or economic zones; (3) bilateral private arrangements should be fair and should not
impose undue burden on the Japanese side; and (4) all affected fishing concerns in
Japan should be fully consulted.™

Japanese—Russian fishery JVs today can be divided into three categonies
depending on the size of the Japanese participants and their main cbjectives in the
arrangements.” First, there are ventures in which medium—small Japanese fishing
companies participate. PilengaGodo is a good example. The incentive for Japanese
pariners is to gain access to marine resources within the Russian EEZ. The Japanese
partner in Pilenga—Godoreceives catchquotas that it would not otherwise get. Itcan
also provide employment opportunities for its member operators. Part of the
proceeds from the sale of the salmon caught from the quota is used as a Japanese
contribution to the joint ventures® capital investment. Moreover, Pilenga—~Godo
buys in hard currency a part of the quota of the Sakhalin Fishery Kolkhoz, the Russian
partner in the venture, and in tumn sells the purchased salmonto the Japanese side. JVs
of this type offer the Russian side, in addition to hard currency, experience and
technology for resource reproduction, marine product processing, fishing, and
salmon farming.

The second type of Japanese—Russian fishery JV calls for the participation of
large Japanese fishery companies. Their main purpose is to organize marine product
processing in Russia using marine resources in the country. Products are differenti-
ated between the two markets in Japan and in Russia because market demands are
quite different. For example, herring roe and cod roe are highly valued in Japan but
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have nomarketin Russia; conversely Alaska pollack and herring are populartable fish
inthe former Soviet Union but have only limited appeal to Japanese consumers except
in processed form. The benefits in this kind of JV for the Russian side include the
transfer of advanced fish processing technology and marketing knowhow, employ-
ment opportunities, and the development of infrastructure associated with the
processing of marine products.

Thirdly, Japanese trading companies participate in JVs with Russian partners and
market different marine products in the two countries. Japanese companies often
finance the remodeling and repair of Russian fishing boats and provide fishing
equipment, fishing technology, and training for Russian crews. In return the trading
companies market the harvested fish directly in Japan, There are other Japanese—
Russian JVs that handle marine products but do not directly engage in fishing or fish
processing activities. They include restaurants and other related services.*

Inrecent years the Russian side has been quite anxious to generate hard currency
by readily accepting Japanese requests for larger catch quotas in the Russian EEZ for
themselves and for JVs in which they participate. For example, Russia has agreed to
sell at sea 150,000 tons of Alaska pollack in the Sea of Okhotsk to Japan in 1992, an
increase of 65,000 tons over the previous year. At the same time, Russia has decided
to allow Japanese trawlers to operate within its EEZ to compensate for its declining
fishing capacity. Japanese trawlers had been banned from these waters since 1977.%
Similarly, when salmon fishing outside the Soviet 200-mile zone was banned in 1992,
the Japanese salmon quota in the Russian EEZ was increased by about 800 tons over
the previous year, to 17,819 tons, in exchange for 444 million ven in *“‘cooperation
fees.” Of the new total quota, Japanese—Russian JVs were allotted 15,000 tons, an
increase of 7,000 tons over 1991.%* Subsequently the joint ventures” allocations were
increased to 17,300 tons.*

In addition to forming JVs, fishery groups in Japan have also developed private-
level joint operation arrangements with Sovie/Russian partners in order to increase
their access to marine resources within the Russian EEZ. and the Russian Far Eastern
interestinJOsis growing fast. Inthis type of arrangement, Japanese fishing operators
payv fishing fees for their operation in the Russian EEZ. One ortwo Russian observers
board each Japanese ship and receive what amounts to a daily salary and free meals.
Crabs. sea snail, shrimps, and Pacific cod are the targets of JOs.

The earliest JOsbegan in 1979, which allowed Japanese crab fishing off Sakhalin
in the Seas of Japan and Okhotsk in exchange for cooperation fees. Japanese harvests
of sca-kelp and sea urchin around the Russian-controlled Kaigara Island, east of
Hokkaido. and Japanese purchases of Alaska pollack and herring at sea. Through
similar arrangements, the Japanese have been catching Pacific cod (Gadus
macrocephalus, or madara in Japanese) in the EEZ of the former Soviet Union since
in 1987. Through JOs, the Japanese annually caught between 6,668 tons and 9,900
tons of crab, tsubu (sea snail), and shrimp in 1985—89. In addition, between 1987
and 1989 the Japanese obtained a total of 27,841 tons of Pacific cod in the Sea of
Okhotsk off Kamchatka and off the western coast of Sakhalin. Additionally, the
Japanese harvested atotal of 7,235 tons of kelp between 1981 and 1989 and 6,315 tons
of sea urchin between 1987 and 1989. Finally, Japan bought a total of 129,656 tons




