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TRIAL COURT 
District Court of the United States for the Northern District of California

PLAINTIFFS
Domenico et al. (crew)

DEFENDANT
Alaska Packers’ Association (company)

DETAILS

The plaintiffs (libelants) claimed argued that the defendant (respondent) was in breach of contract for refusal to pay the full amount of wages owed to plaintiffs at the completion of a fishing voyage.  The defendant had contracted in San Francisco for a crew to work a voyage to Alaska to fish for salmon and to work at its salmon cannery there.  Upon arrival in Alaska, the crew announced that they would not work unless the company paid higher wages than had been negotiated prior to the voyage.  Their contract paid a fixed wage, $50 for some and $60 for others, plus two cents per each red salmon caught on the trip.  The crew demanded instead that $100 be substituted for $50 or $60 in their contracts.  A representative of the company acquiesced to their demand, but then upon return to San Francisco the company reneged on the promise to pay the higher wages.

ARGUMENTS

The plaintiffs argued that the defendant had not provided them, as agreed, with serviceable nets, and that because of this default by the defendant the additional compensation was justified.

The primary defense made by the defendant was that the new contract was without consideration—the plaintiffs had not offered to perform any additional services in fulfillment of the new contract—nor had the company provided nets of poor quality.

RELIEF SOUGHT
Payment of the unpaid wages

FINDING

The trial judge found: “The contention of libelants that the nets provided them were rotten and unserviceable is not sustained by the evidence. The defendant's interest required that libelants should be provided with every facility necessary to their success as fishermen, for on such success depended the profits defendant would be able to realize that season from its packing plant, and the large capital invested therein. In view of this self-evident fact, it is highly improbable that the defendant gave libelants rotten and unserviceable nets with which to fish.”

Nevertheless, the trial judge found that there was sufficient consideration for contract modification.

VERDICT

The company should pay the unpaid wages plus interest and court costs of the plaintiffs.

APPEAL COURT
U.S. Circuit Court of Appeals, Ninth Circuit
APPELLANT
Alaska Packers’ Association

APPELLEES
Domenico et al.


RELIEF SOUGHT
Reversal of the lower court decision

ISSUE

The appellant continued to maintain that the new contract was without consideration.

HOLDING

The appellate court noted that the evidence on the quality of the nets was more equivocal than revealed in the finding of the trial judge, but let stand his finding that the nets were serviceable.

The appellate court held that the new contract was without consideration: the workers had not offered additional performance in consideration of the higher wages, nor had they demonstrated that the company had breached the original contract.

DISPOSITION

The judgment was reversed, and the case remanded to the trial court with instructions to enter judgment for the respondent, with costs.

ECONOMIC ANALYSIS

The company had no alternative but to acquiesce to the demand for higher wages.  Labor was scarce in Alaska, and the company had already incurred the sunk costs in time, charter fees, and fuel for the voyage to Alaska.  The Alaska fishing season was short. The company also wanted to earn a return on its investment of $150,000 in the Alaska cannery.  For the company to wait for the crew to make good on their threat not to work, and then to sue them for breach of contract, would not have been attractive: the boat would have had to return to San Francisco with at best a disgruntled crew, the fishing season would be lost, and in all likelihood the company would not be able to recover much in damages from the crew members.

The new wage demands were a classic example of a “hold-up”:  the company had incurred sunk costs in its relationships with the crew and was thus vulnerable to their opportunistic behavior.

The courts should not reward opportunistic modification of contracts. If the appellate court decision had gone the other way, sea captains would be hard pressed to protect themselves against this sort of extortionate behavior. It clearly would be more costly to operate the business, perhaps even prohibitively costly, under those circumstances.

Contract modification may be warranted if there is consideration to support it, if there were issues related to the formation of the initial contract (such as misrepresentation by one party), or perhaps if there has been an unanticipated and unavoidable change in circumstances (see Goebel v. Linn, 47 Mich. 489).

