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EXPERIENCES WITH LIMITED ENTRY, PART 1

A CANADIAN PERSPECTIVE

Robert Jacobson, Moderator

We aow turn to a series of speakers who will talk about their
experiences witn limited entry programs. We will look first at our
northern neighbor, Caaada.

David Reid is an ecoaomist with the Canadian Department of
Fisheries aad Oceans, Pacific Regioa, based in Vancouver, B.C. David has
been with the Department siace 1973 aad since 1978 has been director of
economics for the Statistics Branch. Ia 1977, he provided the aaalysis
in support of the 4150 million, seven-year British Columbia Salmon
Enhancement Program. In 1981, he was Department liaisoa to the Pearse
Commission on Pacific Fisheries Policy. And from 1982 to 1984, he was
chairman of the Departmeat's Pearse Commission Response Task Force.

Aa Overview of British Columbia Limited Entry Programs
David J. Reid, ecoaomist, Department of Fisheries and Oceans
Vancouver, British Columbia

As a Caaadian, I knew I was an outsider down here. But I dida't
realize I would be even more of an outsider because I'm also an
ecoaomist. I notice that Dr. Crutchfield didn't bill himself as aa
ecoaomist. I think he knew something I didn't know.

I want to give some historical perspective oa British Columbia's
limited eatry programs, then look specifically at the salmon fishery
program aad, if time permits, the roe herring fishery.

The aced to coatrol the expansion of fishing fleets in Canada's
Pacific fisheries has been recogaiied for almost a century. In the
1880's, aaxieties about over-exploitation of salmon oa the Fraser River
were sharpened by apparent depletion of stocks ia the Columbia and
Sacramento rivers to the south. This led the government, in 1889, to
limit the number of licenses for fishing boats on the Fraser to 500.
These were basically distributed among canneries and the oaly way to
obtain more licenses was to expand canning capacity. As the fishery
became more profitable, caaneries predictably expanded their capacity aad
aew canaeries were built as well. The vessel limitation scheme broke
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down aad was abandoned by 1892. By the following year, the aumber of
licenses aa the Fraser River had more than doubled � ta more than 1000.
So by 1892, we learned that limited eatry is tricky.

A second experiment was attempted on the Skeeaa River and by 1907
tne Commissioner of Fisheries for British Columbia had become alarmed at
the increasing number of boats and feared a repetition of the Praser
River experieace. He proposed that aa additional canneries be permitted
ia the aorth and a limit be placed oa the aumber of boats the existing
caaneries could operate. Boats were allocated between the canneries by
private aegotiatioas among them and iaevitable disagreements arose which
threatened the arraagemeats. But once again, it was high profits in
fishiag that led to the demise of this regulatory system.

As the value of salmon escalated during the First world 'Par, the
government gave ia to pressure to issue licenses to new canneries and,
under further pressure, to provide jobs for people returning fram service
at the ead of the war. Ia 1917, the governmeat lifted all restrictions
on cannery liceases and, therefore, on vessel licenses.

The result of this exercise produced one of our famous
commissions, the Fvaas Commission. The Commission's report revealed a
remarkably perceptive understanding of the need for controls. I quote:

"It seems to us clear that all coaditioas surrounding the industry
should as far as possible ae stabilized and the excessive use of
capital and labor obviated or prevented. The solution of this
problem would not seem to be found in encouraging or permitting
employmeat of more capital or more labor than can efficiently
perform the work. If the coat of production becomes too great,
all hope of advantage ta the public as consumers will disappear."

This was around 1920. As is the fate of all our commissions, its
recommendatioas were generally rejected.

The fisheries continued to expaad for several decades. In 1958,
Dr. Sol Sinclair, ea agricultural ecaaomist, was appointed ta investigate
the salmon and halibut fisheries. By this time, the general theory of
why commoa property fisheries inevitably over-expand was better
understood. Sinclair proposed a system of restrictive vessel licenses
aad levies on the catch ta dampen incentives to over-invest. These
recommendatioas were vigorously debated aad provided the basis for the
licease limitation program introduced in the sa1mon fishery 10 years
later. Notice it was discussed for 10 years.

Today we have restrictive licenses in 10 Pacific fisheries. There
is considerable variation in application of license coatrol from one
fishery to another. Ea part, tais has been due to accumulating
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experience; ia addition, differeat circumstances in different fisheries
have required special treatment. The result is a complex set of
regulations, with differences between licensing schemes which are quite
fundamental and seem to have ao rationale.

Some regulatioas are common to all licensing forms'.

All licenses are valid for oae year.
They are renewable.

* They must be renewed each year.
All vessels are subject to some kind of vessel replacement
rules.

All licenses have to be transferred to replacemeat vessels
 i.e. no splitting of licenses is permitted.!
All limited entry licenses are transferable by oae means or
another.

* The Minister has discretionary power to issue new liceases, or
to refuse to reissue a license where the owner of the vessel is
convicted of a violation of the Fisheries Act.

The rest of this talk will deal with the specific arrangements
which apply in tne two most important British Columbia fisheries � the
salmon aad roe herring fisheries.
Salmon licensiag arrangements

Ia 1968, the Minister of Fisheries, Jack Davis, annouaced the
details of a limited entry program for the salmon fishery. The
objectives of the scheme were twofold: 1. "...to increase the earniag
power of British Columbia salmoa fishermen"; and 2. "...to permit more
effective management of the salmon resource by coatrolling the entry of
fishing vessels into the fishery...."

The plan involved four phases:

1. Freezing the aumber of vessels by licensing only those who
could show a significant dependence on the salmon fishery.

2. Reducing the fleet by purchasing aad retiring excess vessels.
3. Improving vessel standards and product quality.
4. Improving the fleet structure aad relaxing some of the

restrictive regulations on the fishing effort of the reduced
fleet.  The fourth phase was never pursued.!

The first step was an attempt to freeze the number of licenses.
All vessels that had landings of salmon worth 41,250 in either of the two
preceding seasoas were declared eligible for a salmon "A" category
license. These licenses were applied to the vessel, aad the licensed
vessel could be replaced. Vessels that had landed less than the
qualifying amount were eligible for a temporary salmon "B" license for a
reduced fee. These vessels could not be replaced.



19

The scheme was highly controversial aad a number of concessions
were made, which in effect undermined it. The requirement for $1,250
worth of salmoa laadiags was weakened to allow for landings of aay fish
of that amount. The result was aa influx of large vessels � trawlers,
crabbers, and longliners--into the salmon seine fleet. These vessels had
little or no previous iaterest in the salmon fishery.

Special licensing arrangements for Indians were also subverted, as
Indiaa liceases were oftea tzaasferred to non-Indians. In an effort to
prevent further declines in Indian participatioa, the sale of Indian
licenses to noa-Indians was prohibited in 1979.

Ia Hay 1971, a buy-back program was established to eliminate some
of the excess fleet. Because of the looseness of the eligibility
criteria, such a scheme was probably necessary. However, fleet reduction
was restricted to what could be bought out of the iadustry by the
increased license fees levied for the purpose. The scheme was abandoned
in 1973 when high salmon prices drove up the value of salmoa licenses.
By that poiat, about $4 million had been speat to retire about 300
vessels � percent of the fleet!.

Heanwhile it was becomiag clear that limiting the number of
vessels alone would aot effectively coatrol fishing capacity because
liceased vessels were replaced by larger vessels, often many times
larger. Ia order to forestall this "capital stuffing," replacemeat rules
were devised to restrict replacement vessels to the same length and
tonnage as the vessel being retired. Later the freedom to combine
licenses from smaller vessels on to a larger vessel  "pyramiding"! was
prohibited. However, again the stable door was locked long after the
horse had bolted. Weak vessel replacement criteria had allowed a
devastating increase ia the capacity of the licensed fleet.

Thus, while the number of vessels ia the licensed fleet has
decliaed some 30 percent siace 1969, from more than 6,100 licenses to
under 4,500 licenses, the capital invested in fishing is aow several
times greater than when limited entry was instituted. Because of
technological advances, the fleet's catching capacity has increased even
more.

Thus, the plan failed ia one of its main purposes, which was to
control and reduce excessive fishing capacity. As a result, the resource
itself has been jeopardized by overfishing by a fleet which has grown out
of control.

Are fishermea better or worse off? Certainly, the group of
fisnermea grandfathered into tne fishery, aad who were given for a
nominal fee a valuable and limited fishing right, have benefitted. For
fishermen buyiag into the industry, the prospects of a reasonable return



to capital investment and labor are probably as dim now as they were
before 1icense limitation. And the prospects of a return to the
public � who are, after all, the owners of the resource � are also as dim
as before.

Tne industry has probably become even more cyclical if the
experience of the last 15 years is anything to go by. Pisning assets
worth close to $600 million in 1980 were reduced ia value to less than
half of that three years later. In addition, these devalued assets
carried in excess of 5300 million worth of debt. Although things have
improved somewhat in 1985, it seems that the advent of a system of
transferable licenses has made an inherently unstable industry even more
uns table.

I was also asked to comment on the effects of limited licensing on
small coastal communities. In British Columbia, at least, the reduction
in the fishing fleet has been borne mainly by the larger centers of
Vancouver, southern Vancouver Island, and Prince Rupert. The small
coastal communities have largely succeeded in zaintainiag a vital fishing
economy.

In summary, the British Columbia salmon license limitation program
initiated the first difficult steps in bringing the f1eet under control.
The plan has been overtaken by events, however, and required change has
come too slowly. As a result, the limited entry plan has not been
developed sufficiently to achieve its basic goals.

Roe herring licensing arrangements

The roe herring industry began in 1972 after herring stocks had
recovered somewhat from their collapse in the 1960's and the Japanese
market for roe became accessible to Canadian producers. The new fishery
developed remarkably quickly, and in 1974 the government attempted to
control further expansion by limiting the fishery to the number of
licenses in that year. To further discourage psrticipation,
unprecedented annual fees were set  $2,000 for a seine license, $200 for
a gillnet license!. The Department's stated goal was to issue 150 seine
and 450 gillnet licenses. When the dust cleared, 270 seine licenses and
1,400 gillnet licenses had been issued.

So once again, limited entry failed. to curtail the size of the
fleet to the required capacity. What went wrong?

The roe herring license, in contrast to the salmon license, was
issued to persons rather than vessels. The licensee must designate the
vessel to be used, but this can change from year to year. The Department
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did require a certain degree of ownership by the licensee in his or her
designated vessel. All licenses are technically non-transferable.
Licenses can be renewed whether they are used or not.

A most obvious flaw in this scheme, just as in the case of salmon,
was the generous eligibility criteria. Also, Indian licenses continued
to be issued witnout limit until 1977. Moreover, in 1974, when
restriction was implemented, the original license holders from
pre-restriction days were allowed to obtain a second license, and
naturally nearly all did so. Further, only those licenses issued to
first-time roe herring fisnermen in 1974 were required to oe operated by
the licensee; those issued to previous participants were not ~ Because of
tne difficulty of operating two sets of regulations, the
licensee-operator criterion was abandoned in 1979.

By making the license non-transferable and requiring that it be
exercised by the licensee, the Department expected to see the total
number of licenses drop over time as fishermen/women retired. However,
it found that non-transferability was basically unenforceable. It was
difficult, for example, to deny the transfer of tne license to the next
of kin. And as the fishing privilege became more valuable, legal ways
 leases and trusts! were found to circumvent the non-transferability
rule. Eoday there are almost the same number of licenses as there were
originally. Almost half of them are operated by someone other than the
person whose name appears on the license. Ehe Department has very little
idea WhO the de faCtO liCense hOlderS are!

Also, because the license is issued to persons who can change
their designated vessel from year to year, there is little to restrain
the growth of fishing po~er through replacement vessels. The fishing
power of the seine fleet in particular nas increased dramatically as a
result. Since these vessels are also involved in the salmon fishery, the
use of larger vessels in the roe herring fishery  where hold capacity is
an important factor! also stimulated the introduction of new, larger
vessels into the salmon fishery as well.

As a result, success in regulating the catch has not been good.
Harvesting targets have been exceeded in many cases; in other cases,
fisheries will not be opened because of the feared impact of a waiting,
voracious fleet, which if loosed would decimate the stocks.

I'o make the fleet more manageable, additional restrictions have
been required. In 1980, net length for the giLlnet fleet was halved. In
1981, a system of area licensing allo~ed a licensee to fish only one of
three designated areas. Host participants agree that this has helped
make the fishery more manageable, enabled imprOVementa in stoCv.
utilization, and lowered the fleet's operating costs. But it has done
nothing to resolve the problem of overall excess fleet capacity.
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Where are we nowt

The public hearings of the Pearse Commission on Pacific Fisneries
Policy, which reported in 1982, revealed that present licensing
arrangements and trends are unsatisfactory to everyone ia the industry.
They are a threat to resource conservation. Aad they are a frustration
to fishermen/wojnea and other Canadians who watch tne wealth in these
exceptionally valuable resources being squandered in wasteful and
destructive fishing efforts

Although the kinds of policy chaages required to reverse the
adverse trends are difficult, controversial, and costly, a coasensus oa
the types of changes that are required has emerged ia the past two years:

* increased escapements to rebuild depleted salmon stocks;
* changes in. the form of liceases to bring more order to the

licensing system, to provide better security for
fishermen/women, and to provide for better cont~ol over fleet
development;
fleet reduction programs for tne sa1mon and roe herring
fisheries;
a policy of allocating the catch among competing gear sectors
to ensure that the burdens of conservation and the benefits of
fleet reduction and stock rebuilding will be equitably shared;

* royalties to fund fleet and resource development projects, and
to discourage excessive iavestment;
aa end to perverse subsidies;

* new and tighter restrictions on vessel replacement.

These policy changes are currently being widely debated by
fishermen/women. The Minister's Advisory Council of industry
representatives has presented its ideas in a package which would take the
industry a significant step forward. One thing is clear � far reaching
changes vill have to be made to current licensing arraagements if our
fisheries are to realize their full potential contribution to the
ecoaomic and social welfare of Canadians.

Robert Jacobson, Moderator

With 36 years in the British Columbia fishing industry, our next
speaker comes to us well-versed to discuss British Columbia limited entry
programs from aa industry point-of-view. For the past eight years, he
has been president of the United Fishermen and Allied Workers Union
 UFAWU!, a 7500-member, Vancouver-based industrial organizatioa
representing seine, gillnet, and troll fishermen, trawlers, loagliners,
herring seiners aad gillnetters, and other gear types. Processing plant
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workers aad fish traaspart vessel crews also belong ta this
organization. He is currently ca-chairman of the Advisory Council to
Fisheries Minister John Frazier, a group that deals with a broad range of
fleet and fisheries development issues. Jack Nichol.

A Canadian Pishermea's Union Perspective oa I imited Entry
Jack Nichol, presideat, United Pishermea and Allied Workers' Uaioa
Vancouver, British Columbia

In Canada, fisheries resources are deemed a "common property
resource;" that is, they are o»ned by all Canadians and are to be used
for economic, social, and recreational purposes. Thus, all Canadians
must have access to the fisheries resources, but there is no
constitutional prohibition to privatization of resources  which is really
aaother issue!.

With "open entry," the problem of too many boats chasiag too few
fish was compounded by each new entrant who bought or built a boat to try
his luck at the fishing game. She fisning industry in Sritisn Columbia,
particularly the salmon fishery, was characterized as being
overcapitalized and having far too great a catching capability.
Conditions for fishermen were generally depressed aad extraordinary
pressure was being applied to fragile salmon stocks.

For many years the United Fishermen and Allied Markers' Union
pressed for a system of "license imitatioa" to restore the economic
viability of the salmon fishery. The concept is as old as the salmon
industry itself oa the Pacific Coast. The great debate centered on how
it should be done.

Ia essence, the UPAS said:

The license must be issued to the fisherma~ and not the vessel.
The fishing privilege should not be transferable.
New entrants should be admitted from a waitiag list by a paint
system.

Points would be awarded, say, to a soa af a fisherman and by
other criteria.

Selectioas af new entrants would be made by a committee
representiag a broad cross-section of the community.
Part-time fishermea would be excluded if they could aot show
that 30 percent of their income was derived from fishing in the
first year, 40 percent in the second year, and 50 percent in
each of the next three years.
There would be a five-year moratorium on the issuance of ne»
licenses.
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Ia the early 1960's, successive Ministries of Pisheries began to
make noises about limited eatry. Ia 1967, the Hoaorable Jack Davis, a
West Coast member of the Liberal Party government, introduced a Limited
entry plaa, inevitably now called the "Davis Plan."

Effective September 6, 1968, Davis imposed a moratorium oa the
issuance of new salmoa licenses. Vessels qualif ied f or a salmon "A"
license if they fished for salmon in 1967 or 1968 aad could demonstrate
landings ia either year of 10,000 pounds of pink or chum salmon, or the
equivalent in other species. Salmon landiags were required at least in
every other year to maintain the "A" license. "A" Licenses were fully
transferable aad an "A" licensed vessel could be retired aad replaced
with another "A" licensed vessel.

The moratorium, combiaed with the "A" provision, reduced the fleet
by a much heralded 2,000 vessels and relegated others to a "B" category
that prohibited replacement and transfer and i~posed a tea-year life.
The abolished liceases were non-produciag, maialy recreational vessels
that used commercial liceases for convenience.

Ia defease of his plan, Davis claimed that by his scheme fishermen
would become members of a "select club." A licease would be the
fisherman's passport out of the iadustry, aa asset he could sell. As an
ecoaomist, Davis said he vas concerned about the iaverse ratio of 2-3
dollars of investmeat for each dollar of return and vowed to reduce
capitalization of the fleet to manageable proportions. He failed to
explaia how he ~ould reduce capitalization by compelling new entrants to
pay poteatially exorbitant prices for the fishing privilege.

Ia theory, aay Canadian could eater the fishery by simply
purchasing an existiag licease, but when values reached $6,500 per toa, a
select club had, indeed, been created.

Davis embarked oa a buy-back program to reduce the fleet further.
After two buy-backs, a moratorium was proclaimed since fishermen were now
reluctant to offer their vessels for sale. The next and last buy-backs
happened ia 1981.

The industry experienced a dramatic turn around ia the 1970's.
Good salmon catches, coupled with improved prices as well as the advent
of the multi-million dollar roe herriag fishery, created the illusion
that the Davis plan was working. Some critical errors were then
committed .

Some vessel owaers protested they vere barred entry into the club
and, yielding to the pressure, Davis awarded "A" licenses to about 150
large noa-salmon vessels. In time, vessel owners exercised their
privilege of . «tiriag tne "A" license aad strixiag another license on a
aev vessel. More than 100 seine boats entered the fishery through this
door.



Pyramiding of tonnage was permitted, if not encouraged. Small
vessels could be purchased and their aggregate tonnage produced on large
vessels. i%ore than 100 seine boats were introduced into the industry by
this means, but it is difficult to trace a corresponding decline in small
vessel tonnage. The suspicion is widespread that a good deal of derelict
tonnage was resurrected from the beach by fishing companies aad others.

So where does that leave us7

The salmon fleet is aow comprised of about 4,600-4,700 vessels,
compared with 6,100 in 1969. About 550 of these are seine boats, whereas
the seine fleet numbered about 300 vessels in 1969. The balance of the
fleet is made up of

1,065
1,493

gillnet
troll

combiaation

troll 6 gllloet l 266

4,235 liceases

The capitalization of the salmoa fleet is now pegged at a half billion
dollars. If a modest salary was provided for out of gross earnings, the net
cash return oa this total iavestmeat  before depreciation! would be one
percent.

While interest rates have since moderated, iaterest on debt in 1982
represented almost 25 percent of a fisherman's total costs.

Salmon liceases are valued on a per ton basis aad their value has
declined drastically from the peak of two or three years ago. Vessel prices,
too, are severely depressed. With the foreclosures by the banks and the
potential for foreclosures � the write-down of loaas aad resale of vessels
below their rated value--the fleet is being quickly recapitalized or
re-evaluated.

Fishing weeks for the net fleets are in the nature of 24 hours in most
areas. Some bumper runs of salmon have provided the exception. Pishing
seasons in many areas can be counted by the few days when fishing is allowed.

The "select club" has lost a good. deal of its lustre.

Dr. Peter Pearse of the University of British Columbia was commissioaed
to undertake a study of the fishing industry. His drastic proposals

In additioa, we have about 250 seiaers liceased for roe herring aad
approximately 1,300 gillaet licenses. This enormous capacity will soon be
turned loose to harvest a projected catch of 18,000 metric tons of roe herring.
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for fleet rationalization were universally opposed by the industry. A report
of a Fleet katioaalizatioa Committee met a similar, if not such a hostile fate.

iVow the Minister's Advisory Council is studying the question of fleet
rationalization aad with a new buy-back scheme being touted, vessel values are
streagtheniag and there is evidence of epeculatioa in vessels and/or licenses.

Let me conclude. If I could make one final observation of a trade
union, it would be this. There is something perverse ia creating value ia the
right to harvest a common property resource.

Host fishermen in British Columbia believe that the value that has been
created in the salmon fishing privilege--depressed as it now is � is their
right and a firmly established benefit accruing from their fishing license.
Those wno were grandfathered in at inception have, of course, realized a
capital gain. Entrants since the licensiag plan's inception have had to
purchase their fishing privilege aad in many cases at much more per toa than
it is aow worth. Few would agree to chaage the system now � not because they
lime it, but because taey're stuck with it.

Fishing privileges, or salmon liceaaes, are now capitalized at about
5150 million.

If, ia the beginning, the fishing privilege had been ruled
"aon-transferable," thea aoa-traaferability would be equally well-entrenched
aad accepted now as the norm. One great concern with traasferability is that
ownership of the fishiag privilege will pass into the hands of absentee
landlords aad fishermen will become nothing more than sharecroppers.

Over-capacity in a salmoa fishery threatens the resource itself.
Over-capitalization puts enormous pressure on the resource and impoverishes
those who must fish witain the limits of the salmon resource.

Za the opinion of my organization, the health of the resource, the
economic welfare of the people who support the resource, aad their capital
should. oe the issues considered ia any limited entry scheme--in that order of
priority.
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QUESTIGNS FOR CANADIAN PERSPECTIVE SPEAKERS

uestion from Pete Gran er, West Coast Fisheries Develo ment Foundation:
How do the processors view the Caaadiaa experience with limited entryF

Jack Nichol: Generally the processors have favored the idea of limited
entry, they favored the idea of transferability, and they favored the
idea of the vessels being rated by tonnage. Now they are concerned that
there is over-capitalization.  It has been the practice ia British
Columbia for processing companies to help finance fishermen.! A couple
of years ago when interest rates went to 24 percent ia Canada, it became
more of a burden on the compaaies and a lot of them went under as a
result of the debts they had and the interest payments they were making.
So they' ve decided to get out of fleet financi~g altogether. They
support the idea of a buy-back. They support the idea of fishermen
paying for it, too.

Carl Finle New ort fisherman: Are you still basically pushiag the
concept of aoa-transferability and 1iceasiag fishermen?

Jack Nichol: Me would still prefer it, but it is impractical.

~Finis: dight. Id that system had been implemented, wouldn't it simply
have resulted in the money chasiag the available fishermen instead of the
scarce liceasesF Thus the windfall profits would accrue to them rather
thaa the license holder.

Jack Nichol: Hell, if that were so, thea fine. But we thought that the
fisherman should be the thing of value rather thaa the boat. Better that
the individual should have some value to the iadustry. But again, I
think trying to reverse the situation aow is too far dowa the road.

Harold I,okken Director, Pacific Fi.sheries Foundation: Jack, you
mentioned pyramiding and said that it increased the fleet. If you have
three licenses that are combined with one, wouldn't that reduce the fleet
because you have three boats leaving and only oae remainiage

Jack Nichol: If that were the case, that would be correct. But what we
were doing was building seine boats that were costing 51.25 million and
there was no way the fishery could support that kind of capitalization.
The boats that we were buying out of the iadustry were the smaller
gillaetters or trollers. Oae of the things I had ia my aotes was that it
is hard ta detect a corresponding reduction in small boat tonnage.
During the Pearse hearings, our secretary-treasurer went down to the
Department of Fisheries aad tried to trace back some licenses aad
couldn't do it. We suspected a lot of tonnage was derelict � layiag oa
the beach, whatever � that the companies assigaed some tonnage to. And



they came up with licenses. So an awful lot of skeletons found their way
into the fishery. There just. doesn't seem to have beea the corresponding
reduction ia the small boat tonnage. David mentions that the fleet is
smaller now. When Davis brought in his grandfathering provisions, you
had to have a certain level of production in order to qualify for a
licease. Two thousand licensee went out of the industry, but they were
generally recreational vessels that weren't a factor in the commercial
fishery at all.

James Crutchfield: Would you be in favor of having people who wanted to
purchase a home or a farm line up, or draw lots, or have some board
decide who is to get the privilege of buyingP

Jack Nichoi: Ho, I wouldn' t. I don't think there is aay question that
purchasiag a farm bestows property rights, but there is ao property
right, as you said, in a common property resource like fishing. And it
is a question of somebody having the privilege to go out aad fish
commercially for what is a resource that is owned by all the people. You
can't put ownership on fish that are roaming free in the oceans.

$ ike Jones Kodiak fisherman: From a Iaaagement point of view isn't it
easier to manage the system you have now or was it easier to manage the
system before'

David Retd: I am much too young to remember. What would have happened
since 1968 if we had kept the open access systems Certainly the number
of vessels would have escalated significantly.

Jack Nichol: i<y feeling is we are probably in much the same situation
with as we would have been without limited entry in terms of management.
It hasa't improved things at all.
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EXPERIENCES WITH LIMITED ENTRY, PART 2

ALASKAN SALMON

Robert Jacobson, Moderator

Introductory remarks from Sob .

Our next speaker, John Williams, received a master's degree from
the Institute of Marine Resources at the University of California-Davis.
He was a member of the University of Alaska Sea Grant Marine Advisory
Program until 1977, when he went to work as a policy analyst for the
Alaska Legislature. Ia 1979, he was appointed to the Alaska Commercial
Fisheries Entry Commission. He aow has his own fishery consultiag
business, G 6 W Fishing Industry Services ia Juneau.

Limited entry in Alaska's commercial fisheries
John D. Williams, fishery consultaat, Garaer aad. Williams
Juaeau, Alaska

I have been asked to provide aa overview of the entry limitation
system enacted for commercial fisheries in Alaska. Ia this overview, I
am to specifically cover the when, how, aad. why issues of the initial
drive to implement the management legislation; the goals and objectives
of the program and a subjective analysis of the degree to which these
goals have beea met; the key provisions of the program, including the
poiat syste~ utilized for the initial issuance of permits; the numbers
sad types of fisheries and fishermen affected; and, finally, what might
have bean done differently  aad presumably! better.
First, some background. Uatil the relatively recent oil era ia Alaska,
commercial fishing was the largest single industry ia the State of
Alaska. Total dollar volume, employment levels, commuaities reliaat on
that industry base, and probably a number of other measures would all.
substantiate the importance of commercial fishing. More recently, the
boom in tourism aad the pressure of population growth have elevated both
sport and subsistence fishing issues to the same level of political
importance as the once-almighty commercial fishing industry.

Commercial fishing issues probably played the predominant role in
the Statehood Act. In 1959, Alaska took coatrol of its natural resource
management and immediately outlawed by constitutional actioa the use of
fish traps in state waters. The condition of salmoa stocks at that point
was a downward sloping trend line of reduced harvests from the bumper
years of the 1930's.
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Both before aad after statehood, various attempts were made by
both statute and regulation to implement forms of limited entry ia
specific commercial fisheries in the state. Each ia turn failed the test
of legal scrutiny aad was eveatually overturned. Finally, in 1972, the
Alaska constitution was amended to specifically allow for the use of
entry limitatioa to maaage commoa property fisheries. This
constitutional provision would not have saved aay prior attempt at
limited entry, but the language of the amendment benefited from the
lessons learned in the previous attempts.

Prior to adoptioa of the 1972 amendment, Article VIII, Sec. 15 of
the Alaska Constitution provided:

iVo exclusive right or special privilege of fishery shall be
created or authorized in the aatural water of the State.

The 1972 ameadment added  without affecting the seatence above!
the following:

Tais section does not restrict the power of the State to limit
entry into any fishery for purposes of resource conservation, to
prevent economic distress among fishermen and those dependent upon
them for a livelihood aad to promote the efficient development of
aquaculture in the State.

Former Governor Bill Egan, a popular leader of the statehood
movement, made the issue of U,mited entry a major plank. of his 1972
gubernatorial campaign. A study group had been formed, and in February
1973, it presented its findings, including a draft bill which was
simultaneously introduced in the Legislature. Although the major focus
had been the salmon fisheries, the legislation addressed all commercial
fisheries. The Legislation came on the heels of a 70 percent voter
approval for the constitutional amendment. The bill contained many of
the essential elemeats of the present Alaskan program, but key provisions
were added by the Legislature.

To complement the coastitutional amendment which had preceded the
iatroductioa of the legislatioa by a scant six months, the bill recited
certain purposes and fiadiags. They are a part of the law signed by
Governor Egaa in April 1973 aad are:

It is the purpose of this chapter to promote the conservatioa and
the sustained yield management of Alaska's fishery resource and
the economic health and stability of commercial fishiag ia Alaska
by regulating and controlling entry into the commercial fisheries
in the public interest and without unjust discrimination..
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The Legislature finds that commercial fishing for fishing
resources has reached levels of participation, on both a statewide
and an area basis, that have impaired or threaten to impair the
economic welfare of the fisheries of the state, the overall
efficiency of the harvest, and the sustained yield management of
the fishery resource.

The "overnor's proposal involved a complex system, creating an
administrative body to implement the legislation  The Alaska Commercial
Fisheries Entry Commission! and charging it to determine those fisheries
which from time to time require entry limitation and to develop a ranking
syst m which considers specific categories under the umbrella categories
of "past participation" and "economic dependence" ta be used to determine
who would qualify for a permit.

The motivation for this particular approach was clear and
consistent with Alaska's view of itself as the victim af outside
exploitation, and further embodied a variation of the typical
grandfathering system. While the majority of participants ln the Alaskan.
fishing industry were residents of the state, almost all af the
processing sector of the industry and many of the fleet's "highliners"
were non-residents. Further, the importance of the emerging cash
economies in the numerous native coastal communities was recognized by
the law. The "overnor's bill, as amended and passed by the Legislature,
contained elements bath in the initial issuance of the permits and in the
means of legal use and control of the permits which favored the Alaskan
fisherman and provided him/her with a means to break the perceived
control over fishermen which the cannery owners were believed ta enjoy.

The Legislature accepted the basic concepts of the Governor's bill
with one major change related to the number of permits to be initially
issued by the 1?ntry Commission. The "overnor's bill would have required
the Commission. to establish permit issuance levels considerably below the
level of recent effort in the salmon fisheries targeted for limitation.
Rather than freezing out numerous fishermen who would have received no
compensation for their removal, the Legislature directed that the initial
number of permits issued in each fishery was to approximate recent levels
of effort. Once that was accomplished, the Commission was empowered to
implement a tax at the ex-vessel level, the proceeds of which were to be
utilized to "buy out" excess gear units at fair market value.

While this scheme d.id much ta provide for compensation for those
removed fram limited fisheries, it certainly did not prevent numerous
instances in which  a! recent fishermen with little historical
experience, or  b! long-standing fishermen who did not for various
reasons participate in their traditional fisheries immediately prior to
limitation were eliminated without compensation. Permits issued under
the statutes were transferable to provide a means of access by those
excluded on. initial issuance.



To prevent these newly-created use privileges from being
controlled by the "outside" canneries, the Act provided that a permit
could only be issued to a natural person  one only! and. that the name
holder must be present whenever the gear authorized by the permit was
fished. The Act specifically amended contx'act law by prohibiting an
individual from being contractually bound to sell a permit for a
time-certain after he/she may have signed a contract of sale. Finally,
the Act prohibited the permits from being controlled by interests other
than named holders by preventing the permits from being utilized as
collateral instruments  except by the State of Alaska under the
provisions of a fisherman's loan program and a related loan program
available through an Alaskan cooperative! or from being subject to any
order of any court for any reason. As of this ti,me, I am unaware of any
governmental body  except for the above-mentioned state loan program!
i.nvoluntari.ly severing a fisherman from his/her permit, including
attempts by the Internal Revenue Service to sell permits for back taxes.

How were these permits issuedP The Alaska Limited Entry Act and
all the research leading up to its passage focused on the historical
salmon fisheries dating back to the 19th century. Virtually no
consideration was given to the recent emergence of the numerous crab,
shrimp, herring roe, and other fisheries. In 1973, an insignificant
portion of the bottomfish stocks in waters surrounding Alaska was
harvested by domestic fishermen. Hence, the industrial organization of
the salmon fisheries shaped the legislation.

The legacy of federal management was not all bad. Portunate1,y for
entry limitation reasons, federal management had established requix'ements
and landing tickets. These items had. been incorporated into state
statutes and regulations. The organization of historical data based upon
archived records proved the essential source of information which allowed
for the grandfathering of fishing rights.

Wineteen salmon fisheries were initially targeted for limitation.
In Alaska, a "fishery" is defined by three considerations � targeted
species, geographic area of operation, and gear-type utilized. Based
upon these criteria, 26 salmon fisheries exist in the state. All gear
types  except hand troll in Southeast Alaska! utilized to harvest salmon
from Southeast Alaska through Bristol Bay were covered by the initial
regulations promulgated by the newly embodied Kntry Commission.
Following statutory gui.dance contained in the Limited Kntry Act, the
regulations speci. fied a complex ranking scheme intended to recognize by
equal weighttngs the elements of economi.c dependence upon a particular
fishery and the historical participation of each gear operator in each
fishery. A "point" system was deve1oped to measure a fisherman' s
quali.fication under these two general principles.
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The point schemes relied to a great extent upon historical
information contained in archived vessel licenses, commercial fisherman
licenses, gear licenses, and. fish tickets or landing records. However,
some point categories required the applicants for permits to produce
additional evidence, especially where such compar1sons as the amount of
money earned from non-fishing sources to the gross earnings from a
specific fishery were to be utilized to determine economic dependence as
measured by percentage of income from the specific fishery. In other
examples, applicants 1n many instances were required to provide proof of
residency in a particular community in order to qualify for points under
an economic dependence criteria which attempted to measure "availablility
of alternative occupations" based upon the population density of one' s
domicile. Other records were required for points available for vessel or
gear ownership, past participation as a crewman, and the like.

kpplicants were granted two separate opportunities to present
evidence at oral presentations before representatives of the Entry
Commission as well as significant amounts of time to mail in evidence in
support of point claims. Most often, Commission staff and publications
could be relied upon to disclose the types of information applicants
should present in support of point claims. For lucky applicants,
sufficient points could be verified from archived state records to
authorize the issuance of permits simply by the applicant's verification
of the accuracy of computer records. Because it was expected there would
be more eligible applicants than permits to issue, a deadline was
established for application for a permit.

The process of awarding and denying point claims and the legality
of the methods utilized to measure these various indices of participation
and economic reliance were all sub]ect to !udicial review. Hundreds of
challenges have been made to both the regulations which established the
point systems and the administrative decisions of the Entry Commission.
'botany of these challenges have resulted in ma!or portions of the original
point systems being declared unconstitutional oa their face  including
place of domicile as an indicator of "availability of alternative
occupations"! or by their implementation  such as the award of income
dependence points to the partner of a gear license holder, something
which the Commission determined to be unavailable under the point system
and the Alaska Supreme Court required under the same point system!.

Successful court challenges of both the point systems and. other
factors of the system have resulted in the initial issuance levels being
exceeded in 11 of the first 19 fisheries limited. In five more of the
first 19, maximum numbers were exceeded under a provision of the Limited
entry 4ct which directed. the Commission to issue a permit to any
applicant who would suffer "significant economic hardship" if excluded
from the fishery. Provisions for "significant economic hardship" had
been implemented by establishing a point threshold. All who exceeded
that threshold were issued permits irrespective of the number af permits
to be issued under the regulations.



Who could apply for a permit? Fortunately, federal licensing
schemes had distinguished between individuals who were licensed to work
on a commercial fishing vessel and individuals who were authorized to
operate gear. Until regulatory considerations in the mid-70's caused
otherwise, it was quite uncommon to find more than one gear licensee
aboard a given commercial fishing vessel.

Any individual who had been properly licensed as a gear operator
and who had recorded. commercial landings of fish under that gear license
was eligible to apply for an entry permit in that fishery. Crewmen who
had never been licensed as gear operators were not eligible to apply.
The Limited Entry Act specified that all gear license holders who had
participated at any time from 1960 through 1972  the Last fishing season
prior to implementation af the Limited Entry Act! were eligible to apply
for entry permits in the first 19 fisheries put under limited entry.

Each individual applicant was to be ranked under the complex point
system. Should additional permits remain after issuance to all who would
suffer "significant economic hardship," they were to be issued to those
individuals with the highest verified point totals.

One of the first significant court losses of the infant program
resulted in a new class of eligible applicants which had originally been
excluded by the Act. While the Act specified that on1y those who had
fished prior to t' he passage of the Act would be allowed to apply, the
Alaska Supreme Court declared that all those who had fished prior to the
promulgation of regulations to implement the statute would be allowed to
apply. Since the regulations did not become effective until late in
1974, aLl those individuals who had been first time gear license holders
in 1973 or 1974 were authorized to apply. The opportunity to apply for
~ny of these people resulted in the issuance of entry permits.

The Limited Entry Study Group had compiled historical data as part
of its mission to develop the legislative proposal.  Xn its report
released in February 1973, tables were presented demonstrating the
numbers of gear licenses issued in each fishery and rates of turnover.
These tables are available in "A Limited Entry Program for Alaska'8
Fisheries," Governor's Study Group on Limited Entry.! To date, 7,933
permits have been issued to 11,150 applicants in the initial 19 salmon
fisheries brought under limitation. Fourteen more fisheries have since
been brought under the program, and 4,705 entry permits have been issued
in those 14 fisheries.

Have the goals been met? Were the objectives of the program
achieved? As many answers exist as the number of interpreters. From my
perspective, I would say that for the most part the goals and objectives
as stated have been met, albeit at a cost in human and financial
resources which far exceeded any estimation made at the time the
legislation was adopted.
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The complex ranking scheme greatly accentuated the importance of
fishing success in the likelihood of receiving a permit by the
application process. A,s a result, more than. 80 percent of the Initially
issued permits were issued to Alaskan residents. Of those, Alaskan
Natives fared very well.. Alaska's resident natI.ve population received 44
percent of the permits initially issued, while comprising only 18 percent
of the resident population. The effect of free transferability of
permits has not caused a noticeable change in the distribution of
ownership patterns, except 1n one category. The number of permits held
by Alaskan Natives in the originally limited fisheries has declined by
nearly 19 percent. The group most impacted by this net loss are
residents of the Bristol Bay region.

From the perspective of economic efficiency, 1t matters little who
gets permits initially. At the initial issuance stage, sound arguments
can be made for any quick and easy means to distribute permits. Not only
will the public sector costs resulting from such a hypothetical system be
substantially reduced, the actual costs incurred by the public will be
reduced 1n two ways: 1! in time and money spent seeking the award of the
permit  attorney fees, record searching, travel expenses, etc.!; and 2!
in eliminating the uncertainty as rapidly as possible. Ten years after
the first applications were received, numerous individuals who submitted
applications do not yet know tf they will receive an entry permit.

In the case of salmon fisheri.es, I,t can be legitimately argued
that no better system of entry limitation could be achieved than the
licensing scheme utilized by Alaska. In other fisheries, especially
those where harvestable surpluses can be determined in advance and 1n
which the surplus can be subject to exploitation over a period of time,
more economically sound systems should be seriously considered. The
11censing scheme does little to eliminate overcapitalization extant in
commercial fisherIes. However, it does provide for a reasonable
environment in which to undertake stock rehabilitation and enhancement

efforts, and more than likely introduces a consideration which
accentuates the treatment of a given fI.shery with more professionalism
and economic reality. In the Alaskan experience, lI.mited entry has
clearly created the opportunity for greater than normal return rates and
allowed for substantia1 reinvestment in the limited fisheries to occur.

Due to the timing of circumstances, the implementatI.on of the
second stage of the limitation process--the buyback of excess
permits � has never been attempted in any fishery. The statutory
provisions provided in the Limited Entry Act would appear to suffer from
major problems and should be subjected to close scrutiny before
implementing regulations are proposed. It is very likely that amendments
to the Act would be necessary before an efficient buyback program could
be achieved.
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Robert W. Jacobson, Moderator

Our next speaker has been a commercial salmon and herring
fisherman in Southeast Alaska for the past 15 years. He is the owner of
a 58-foot limit seiner, the SIERRA MADRE, and resides in Ketchikan. He
is executive director of the Southeastern Alaska Seine Boat Owners and
Operators Association. He also is a member of the board of directors of
the United. Fishermen of Alaska and the Alaska State Board of Forestry.
And he was a member of the Alaska delegation to the U.S./Canada Salmon
Treaty talks. Here with an industry perspective on the Alaska salmon
limited entry program, Bruce Wallace.

Alaska's Limited Entry Program for Salmon
Bruce H. Wallace, executive director, Southeastern Alaska Seine Boat

Owners and Operators Association,
Ketchikan, Alaska

I will state initially that I support the concept of limited
entry. T. have been. a fisherman for 15 years, with at least six years of
that as a crewman. I bought my permit to get in. I bought my permit
almost six months before the election so that, as it turned out, I could
fish in the 1976 season. Having said. that, however, I would warn that
there are a number of problems in limited entry. It is not a solution,
but rather a step in a process. My Association [the Southeastern Alaska
Seine Boat Owners and Operators Association] may be the first � as well as
the first gear type � in Alaska to attempt buyback. We are doing so in
part because of the U.S./Canada treaty and in part because it is quite
clear after approximately 10 years that, with the number of permits
available, we are not going to be able to sustain an economic return to
the largest portion of the fleet.

It is fairly clear in our review that there is nothing that can be
done about the bottom 25 percent of most of the fleets. Jack ~Vichol's
point is well taken that somewhere between 20-40 percent of the fleet
will catch the largest majority of the fish. Those guys are going to do
fine under almost any circumstance if they have the opportunity to fish.
What we are trying to do is deal with the problem of that middle 50
perce~t ~

Because of a number of allocation questions in Southeast, the
Limited Entry Commission has been much 'aster in compiling and
distributing economic information on the Southeast Alaska salmon
fisheries. We get a fairly extensive report at each Board of Fisheries
finfish meeting detailing the economic impact of the seine fishery on the
other net fisheries and on the trolL fishery in Southeast Alaska. It is
fairly clear that while Chignik seine permits may cost $300,000,
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Southeast seine permits can be purchased for something less than
$40,000. The Chignik vessel, because it fishes in a lagoon or very close
to a lagoon, is relatively shallow drafted and probably costs on the
order of $150,000. The Southeast seine vessel � my vessel, for
instance � is a 58-foot deep-drafted vessel that runs anywhere from
5250,000 to 41,300,000. We have stuffed as much into a 58-foot limit as
you possibly can put in. The 58-foat limit on Southeast seine is not
unlike the 32-foot Bristol Bay limit. The point is that we are
overcapitalized to a degree. From a fishermaa's perspective, some of the
reasons behind it should be uaderstood.

In Southeast, we have five species of salmon, three gear types,
and bi-modal and tri-modal entry patterns. Hast fishery managers view it
as the mast complex salmon fishery on the West Coast, maybe the most
complex salmon fishery In the world. The salmon come in during a
relatively short period of time and the Department has to be right ia its
stock size predictions' An inaccurate estimate may result in a loss to
the industry of 1.5 to 5 millioa fish in a given week. Now I know what
that meaas catchwise to you fishermen, but I have to tell you that we
can't sustain that sort of mismanagement either.

The Department feels relatively comfortable with the current fleet
size. What it means to us, though, is that we are going to fish
somewhere between 25 and 27 days a year when in the 1960's we were
fishing 45 and. 50 days a year. Far our troll fishery it means fishing 38
days a year Instead of 160 days. Naw that doesn't necessarily mean we
are going to catch an awful lat fewer fish, it just means we are going to
have to do it in a hell of a lot shorter periad of time.

It is in that light that I would like to speak about limited
entry. I agree with the speakers who have come before that it is not the
complete answer. I don't think that there is such a thiag as a complete
answer. But for Southeast and for salmon, it was an integral part of the
answer. We will, obviously, over time modify it. The problem with
modificatioa is that it has statewide implications, and sometimes what is
good for Southeast is not necessarily good for Bristol Bay or False
Pass. Since the law is the law of the land as far as the state of Alaska

is concerned, site specific solutions, if implemented, while resolving a
problem in one area, may only create problems in others.

That has probably to some degree helped aad it has to some degree
hurt. It has helped because sometimes you want to do something on the
spur af the moment when you should move more deliberately. I would agree
with the comment expressed earlier about limited entry, "Take your time
and do it right." I would also point out that if some form of limited
entry is not soon enacted for the halibut fishery, there may not be a
hell of a lot that you can do with It in the future. As a matter of
fact, that may be the case right aow. There's a ba1ance there that has
to be met and I Ban't quite know what the balance is.
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Looking at recent history, I suspect that the balance is different
in each one of these cases. I make that point because the limited entry
concept is very broad in definition and scope. You cannot take the
Alaska format or the Australian format and expect them to meet your needs
without some changes. In that regard, I have a message for every
fisherman in this room. You better stay with the process  of working out
a limited entry system!, whether they ram it down your throat or whether
you develop your own program. It is a process. It means 15 or 20 years
minimum to plan, implement, and develop an acceptable program. It is
going to take that long for you to come to some kind of rationalization
you can live with that is also acceptable to the general public and to
fishery managers, If you were to implement limited entry tomorrow oa the
Oregon coast for salmon, it would be 15 years before you would have
anything that would generally be workable.

Regarding buyback, the plan we are developing for the Southeast
seine fleet would involve no more than 43.5 to 55 million initial
funding. We can achieve our fleet reduction goals with that. John
Williams is currently under contract to our association to study our
proposed buyback program. In addition, a number of my members have spent
a great deal of time at this. Reducing the fleet size would allow the
Department to relax its regulations and provide those of us remaining
with more fishing time, thereby providing what we feel would be a very
positive cost benefit to us. A,t current fleet size, each season is a gut
wrencher. When they "pull the trigger" to open a season at 6:00 a.m., we
must make very hasty but calculated decisions on where to fish, how long
it will take us to get there, where the fish will be located once we
arrive � and we must be finished by 9:00 p.m. that evening. That is !ust
about the way the seine fishery operates in Southeast.

We have become efficient � very efficient. We were forced to
become more efficient because our fishing time was reduced. In 1976, the
first year of limited entry, we fished 14 days. You have to understand
that, at that point in time, a day in the Alaska seine fishery was only
l2 hours. A standard day now, because we won a battle, is 15 hours With
limited entry, you are simply going to find ways to get around some of
the restrictions. The pressure to survive will generate new avenues of
approach using either new technology or new administrative approaches. I
think some of the things Jack Vichol pointed out about Canada are
comparable to the circumstances in Alaska. However, I believe Alaska's
salmon limited entry program was considerably more thought out � perhaps
because we had the ability to look at what had gone on previously. You
have that same opportunity but have more case histories to study. You
can look at Alaska and other limited enyry programs and see where the
mistakes were made and identify other options. When planning your
limltei entry program, allow a short enough period of time that you don' t
get into major speculation, but a long enough period of time so that your
base decisions are closer to your end result. perhaps then you won' t
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have to talk in terms of 15 years. You may be able to talk in terms of
five to eight years, but it is a process.

For our buyback proposal, we looked at what it would take to
Insure that the majority of the fleet in a given year would be able to
sustain themselves to an order of about 60-70 percent of their annual
gross stock without adversely affecting aay of the other salmon
fisheries. That is a pretty loose target.

Limited entry has given a certain stability to a very complex
fishery in Southeast. The interesting byproduct is that, since
implementation of limited entry, the fleet has developed into a group of
real highline fishermen. Interestiagly enough, a lot of those highliaers
have decided that there was no salvation ia Southeast and have moved out
to False Pass, into Prince William Sound, into other fisheries. 4s it
turns out, we are probably In the 60-40 range. In other words, 40
percent catch about 60 percent of the fish. This is a situation that
would, I thiak, have happened to some degree whether limited entry was
there or not. That is why limited entry in most cases is only a partial
solution: it only will modify to a degree what is going to happen.

New gear technology � purse seines, increased hydraulic power,
those sorts of things � was being developed anyway. It was applied a
little bit faster in Southeast because there weren't a lot of fish
around. It has also had an impact oa determining the logical number of
seine boats available to fish. It is a capitalization question.

ks far as buyback goes, we have set some details in place and left
a lot unsaid. 4t this moment we are talking about a two percent of gross
stock assessment on Southeast seines to help finance the buyback
program. We are also talking about increasing our initial licensing fee
to either 51,000 or 52,000 so we can build a larger buyback fund more
quickly.

These kinds of thiags are what fishermen can do. If left to the
government or to the economists, we might be faced with a buyback
assessment that we can't afford. Our state language on buybacks aow
requires a seven percent assessmeat. IC is fairly clear that fisheries
in jeopardy and needing buyback can't afford to contribute seven percent
of their gross stock. This is an absurdity that needs to be corrected.

If fishermen participate in planning aad Instituting limited
entry, they should decide whether or aot it is something that will have a
potentially positive effect for their fishery. If so, they should. stay
with it. They will derive the ultimate benefit.

However, fishing pressure is growing as fleets become combination
boats � as Barry Fisher said. For example, my partner's boat will be able



to transfer from halibut, which is a potential 35,000 pounds a day
operation, to a purse seine fishery in eight hours. I can change to a
pot fishery in about 4-1/2 hours. I say this only because I think it' s
inevitable that many more boats will move into a combinatioa of
fisheries. I would argue that we are getting gear-poor trying to chase
the fish around. If I have to fish seven fisheries and each oae employs
a different gear type, there is a point at which I spend more time
sitting on the beach than I do on my boat. I would argue, therefore,
that diversity is the nature of survival for fishermen. But if you have
to fish seven different fisheries with different gear, you are probably
never going to economically catch up with yourself. And limited entry
can act as a control that would give you three fisheries, maybe four. At
that point, I think you may begin to realize a certain economic return.

Fishermen must learn to recognize all the tools that are available
to them. One thing we are learning is that enhancement is a tool that
goes along with this sort of "presence of management." All gear types in
Southeast Alaska pay three percent to two regional aquaculture
associations. Fishermen are required, therefore, to put something back
into the fishery. You will not continue to get a free lunch. At least
in salmoa, there is a perception that we are taking something from the
public domain and putting it to private benefit. It is fairly clear that
if you want buyback � and I think buyback is ultimately one part of
limited entry � you are going to have to pay for it.

I know that each one of you is saying "I'm paying already." We do
the same thing in Southeast. It is not something unique to any
geographic area. But if you use these tools properly, I think they will
end up benefitting you.

You should first decide on what tools to use. Look at limited
entry in that light. Listen to what is being said here today, make that
!udgment based on your needs and whatever form would be most applicable,
then go forward with it. To regect limited entry without that detailed
look is probably goiag to be counterproductive ia the long term.



QUESTIONS FOR ALASKAN SALMON SPEAKERS

question  questtonet unidentified!: Has the state ot alas!ta established
a loan fund to buy permits?

John Williams: There is a loan program in place that allows a permit to
be used as collateral for the purpose of borrowing money.

Bruce Wallace: There are two things I would like to say about the Alaska
loan program. While it is an economic program, it also is a very social
solution in that it has some fairly strong residency requirements. Tt
was set up to keep the residents home, to maintain the local economies,
to bring people back to Alaska, or to attract them to Alaska for the
first time. What you are saying is that the limited entry permit
requirement has introduced an extraneous expense to the cost of fishing.
I guess the reply is that the managers can manage better under a limited
entry plan--or at least they say they can. Certainly in Southeast I
would make the point that when we started this, we had an escapement
index of 2e6 million pink salmon and we caught about 7,5 million. Last
year we had a 9.2 million escapement index and we caught 35.5 million
pink salmon. The Department is the first to tell you that Nother Nature
played the greatest role in that. The fact that good management also
occurred obviously added to it. I don't know how you cut the pie there,
but there are different ways of looking at the question. It is valid;
how valid is the question I don't have an answer for.

John Williams. I don't have the answer either, except to say that if you
are going to accept the principles of the free market economy as a
guiding principle of our society, you are going to allow individuals
within that society to assume the risks, the benefits, and the losses.
There is no guarantee anywhere. The degree with which the Alaska loan
program deviates from that notion is that it does subsidize those loans.
Money is loaned at below market rates. The value of that subsidy is a
mistake, I believe. But in terms of total impact on total permit
valuation in the state, it is a small component of the overall valuation
of permits, which is legitimately set in a free market.

Crai Ber er, Ne ort fisherman: I think there is another component to
what Barry Fisher was saying in his talk this morning. That is the
availability of permits and the assumption that the price of permits is
related to the free market. In fact, what everybody found out when
credit dried up is that the price of something is related to the
availability of credit at least as much as to any intrinsic value. If
there are no buyers who can produce money, it has damn little value. If
people produce less money, it is worth less. So perhaps by producing
easy credit, the state of Alaska is creating an indebtedness that
wouldn't otherwise be there.



Comment from audience  s eaker unidentifiable!: The assumption has been
made that the value of permits is related intrinsically to the permit's
ability to produce profit. I think everybody discovered that when the
Feds pushed interest rates up to 20 percent, banks found that they df.dn't
want to make such loans. So the price of things i.s also related to the
ease of getting money. When you can't get money, the price of things
goes dawn. I think what Barry Fisher was painting out is that easy money
raises the price of those permits and if you had a failure in the
resource you would have a lot of people strung out, which is where the
industry is now.

Bruce tkallace: I am not sure but that the price of a permit has almost
nothing ta do with anything. guite frankly, people come into the fishery
bee~use of some of the wildest, harebrained ideas I have ever heard.
There are people from Oregon who come up ta Southeast: <laska to fish for
twa reasons: they can't fish in Oregon because of reduced stock
availability and because there is a perception that you can make a
million dollars in the fishery in Alaska. I am talking about people who
have 10-15 years in the fishery. It is even worse for people coming
because af the lure of Alaska. The 147 million salmon harvest is some
kind. of a cornucopian horn. There are almost as many reasons for people
buying permits as there are permits sold � at .least in my fishery.

I agree with Jack Vichol that it would probably be a good idea if
you spent five or six years in a fishery before you were allowed to buy a
permit. But' that is an inhibiting factor on free transferability. There
are people who have generated these prices because they are willing to
pay them, but have very little understanding of what the real cost is.
They don't totally understand until sometime about the middle of the
third or fourth opening when the reality hits home that there are another
200 to 400 men and women out there who are fairly skilled and who don' t
think he has any right to even one fish. And they are going to make sure
they exert that point in the extreme. It is a competitive fishery.

There is a real problem with what lies behind the price of a
permit. I think credit is part of it. Easy credit obviously drives the
price up a bit. But the fact is that the State of Alaska wanted the
residents to have an advantage. The purpose was to keep the residents
and the local community involved in the local fi.sheries, so there was a
social trade off there. I am not saying you are wrong, only that there
were other things at work besides the equity question.

John Williams: Based on my knowledge af economic theory, I think the
subsidy present in our loan program should be capitalized and become part
of the permit price. Consequently, the availability of that loan money
should drive permit prices up. I can also tell you from my experience
with the Commission, and now ~orking as a consultant: in the industry,
that price setters are not residents of Alaska. Alaska residents are the
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only people eligible for the loan program. Price setters in every salmon
fishery that I have dealt in are non-residents. They pay the highest
prices and, as far as I know, there is no bank in the world that will
give them credit on a permit.

Melvin Olson, Bristol Bay Fisherman: I have been fishing Bristol Bay
since sailboat days. I got one of those free permits you talk about. I
want to stay in fishing. Fishing in Bristol Bay today continues because
of the limited entry permit system. Xf we didn't have the limited. entry
permit system in Bristol Bay, there'd be no fishing. I fished a
converted sailboat for 25 years. In 1979, I borrowed money at 12 percent
to buy a 4100,000 gillnetter. It made fishing viable for a person my
age. I think you people should take a look at what we have in Alaska.
Barry is a free enterprise man. Sure, he wants to go wherever he wants,
but those days are over. You can't have 250,000 to a million people
fishing Bristol Bay and still maintain a viable fishery.

Ted Painter, Kodiak, Alaska: I purchased a salmon permit three years ago
for 80,000, it is now worth 540,000. But that is not my point. My
question is, what did it cost to operate the limited. entry program when
it was originally instituted, what is the cost today, and what will be
the cost 10 or 20 years down the road? I am referring to the T.imited
Fntry Commission.

John Williams: This is from meiiory. The original budget of the
Commission in 1973 was around 4600,000. There was a lot of inflation
between 1973 and 1983. But when I left the Commission, the budget was
about 52.3 million.

Bruce Wallace: I am responding to this because I am testifying in Juneau
as soon as I get back about certain budget line items that will inflate
that number. One of the things that has happened is that the Commission
has taken on added roles. It now does things it did not initially do. I
am not sure what the cost relationship is between the 5600,000 and the
g2.3 million, but I know that my association is going to ask for a
438,000 line item budget increase for limited entry to take care of its
role within the buyback program in Southeast. Part of the Commission's
budget growth, therefore, is what fishermen and industry have asked for.
Another part can undoubtedly be attributed to the kind of unbridled
administrative growth that happens with such organizations.

S ike Jones, Kodiak, Alaska: What percentage of Southeast permits are
owned by Alaska residents versus outsiders? Are permits moving to
outside ownership there, as they have in other parts of Alaska such as
Bristol Bay?

Bruce Wallace: In 1976, the ownership of Southeast seine permits was
about 49 percent non-resident, 51 percent resident. Today it is about 52
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percent non-resident and 48 percent resident, so there has been a small
shift. Some of it has occurred because of allocation and restructuring,
and some because there has been a move from a company-oriented fleet to
more private ownership. In addition, some fishermen who were originally
residents of Alaska found that the only way they could maintain their
economic stability was to keep their boat and living costs down and they
have moved out. These are reasons that really don't have anything to do
with limited entry. I will say that there has been a fair amount of
argument among our fleet; about what limited entry has done to the
relationship of the individual fisherman to the company owned fleet. I
think there is general agreement that limited entry has allowed any
fisherman. to go out into the real banking world and put his life on the
line to give himself an advantage in relation to the company fleet.

John Williams: I would like to say that a lot of the expense associated
with the limited entry program is directly attributable to the
Corrrmission's capability of manipulating data. The Commission runs a
fairly massive data base containing historical sequence data. It is
essential for discussions like this where everybody has ideas or
estimates about what is going on. The Commission publishes annual
reports on all this. If you want to know what is happening to permit
distribution because of transfers, there is a yearly report that comes
out. There is a report on Alaska's subsidized fishing loan program and
the impacts that it has on permit distribution and value. There are
other reports on employment and gross earnings, Alaska Natives, and
changes in the distribution of permit ownership. I noticed in the
bibliography in our packets for this conference that a lot of this new
information is now in your local library.

Spike Jones: What is the impact on intra-state permit transfersr"

Robert Jacobson: You are talking about permits moving out of the rural
areas to the metropolitan areas, is that rightP

John Williams: Every permit transfer has a required survey that must be
completed. Consequently, the knowledge base should be perfect from the
government entities and those conditions are tracked very carefully from
a policy perspective. On a statewide basis, there has been very little
change in distribution of permits among 1ocal residents, non-residents,
and non-local residents, with the exception of the Alaska
Natives � especially Alaska Natives in the Bristol Bay area. I don' t
think I mentioned it in my talk, but 80 percent of the original permits
were issued to Alaskan residents. Just about 80 percent are still owned
by Alaska residents. Forty-four percent of the permits initially issued
were issued to Alaska Natives. There has been an 18 percent decrease in
the number of Alaska Natives who are holding permits, and rrrost of that is



attributable to the Bristol Bay region. That number excludes the
Arctic-Yukon-Kuskokwim fisheries, which are 99 percent native fisheries.
If you include the AYK fisheries, the numbers are not so startling, but
it is pretty startling that an economic opportunity for the villages
within Bristol Bay is ero4ing fairly quickly. That is something Alaska
needs to start thinking about.

uestioner unidentified: This is for Nr. Wallace. Suppose there was a
clause in limited entry that also required limited exit. Do you think
limited entry would still be as interesting?

Bruce Wallace: No.

Alan Rolfe, New ort, Ore on dra er: Right now we are overcapitalized
and the resource is suffering as a consequence. Once you start talking
about this, then it follows that subsidies to the fishing industry are
harmful. Yet when we talk about limited entry, we never discuss it in
tandem with the subsidies that the fishing industry enjoys. It seems to
me there is a certain hypocricy there. The first thing we have to
discuss is how we justify the capital construction fund that encourages
us to keep investing in our boats and in our industry when it is a stupid
investment. We would be better off buying an apartment, or a lot in
Florida. Those are cextainly as good investments as reinvesting in. the
fishing industry. But the economics of the situation that we work under
keeps encouraging us to reinvest in the industry, to overcapitalize
more. Anytime you talk about that alternative, you also have to talk
about rational aids to the fishing industry. Certainly if limited entry
is the rational aid to the fishing industry, the subsidies are not
rational.

Bruce Wallace: I am not sure if that was a question. In terms of
limited entry and what you are saying, one of the drawbacks is that when
you buy a permit you feel constrained to stay in the fishery when from a
purely economic point of view you should probably get out. It is part of
the investment, it forces people to look at it in a different light. If
it was just packing in your gear and leaving, you could sell out and go.
Owning a permit might be the difference between staying and going. It
shouldn't work that way. You'd think it would be part of the package and
that a permit would almost enhance the circumstance. But I am not sure I
see a very direct linkage between vessel subsidy, or capital
construction, and limited entry.

John Williams: I can espouse the classical view on those things. Those
subsidy programs--the capital construction plan and the fishery
obligation guarantee program, which are coming under a lot of fire, and
subsidized loan programs in general � will accelerate natuxal tendencies
that you will see in a common property fishery. I can agree with
everyone from Kodiak who has said government policy is the problem with
fisheries to the extent that, yes, government policies are a problem with
the rate at which you see overcapitalization occur.



EXPERIENCES WITH LIMITED ENTRY, PART 2

THE AUSTRALIAN EXPERIENCE

Robert Jacobson, Moderator

The next speaker, Colin Grant, has been in the United States for
the past 12 months on a U.S./Australian experience exchange that is
coordinated in this country by the National Marine Fisheries Service. He
has had 20-plus years of limited entry experience in Australia. He has
worked as a research scientist and has been a university professor in the
same country. He has done extensive work and travel in China, the South
Pacific, and the Caribbean. He is currently director of Fisheries
Resource Management for the Australian Department of Primary Industry.

What Have We Learned ia AustraliaF

Colin Grant, director, Resource Management Section, Fisheries Division
Department of Primary Industry
Canberra, Australia

I was talking the other day to an economist from the eastern.
United States. Basically what he said was that limited entry as a
philosophy and a theory was developed in North America. And he is
perfectly correct. Economists from Canada and the U.S.A�, developed the
theory of limited entry some 25 or more years ago. In Australia we saw
what we believed were some of the benefits of this. Ve picked up the
ball and ran with it. He said America--and Canada to a certain
extent--has been fumbling the ball ever since.

The point is that we have developed the theory in practice and
refined it. And as he said, if you now want to see how limited entry can
work, you go to Australia or New Zealand. Not to say that everything
works, because it doesn' t, but when we found mistakes, we tried to change
the game plan and put it into a more rational perspective.

Let me tell you how we go about it and where we see the benefits.
First, I think there is nothing intrinsically good, bad, or indifferent
about how you want to manage a fishery. If you want to manage a fishery
for social benefit, or economic gain, or recreational purposes, then
decide on it and do it. But if you want to manage a fishery for economic
benefit to the people in the fishery, with some consideration for social
benefit, then do that, too. That is exactly what we have decided in
Australia.
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Our basic legislation � that is, the Fisheries Act � has two
ob!ectives. They are l! conservation of the resource, and 2! optimum
utilization of the resource. We have further decided that optimum
utilization will be defined in terms of economic efficiency.

Australia has been employing limited entry for 22 years. We have
done it sequentially. To the best of my knowledge, there is no other way
of doing it. You can see that in the United States. You have had a
fisheries act for seven years and you are still putting fishery
management plans into place. It would be nice to do it all on day one,
but it is not possible for obvious reasons, manpower being one of them.
So we have developed limited entry plans over 20 years. Twenty years ago
we put the western rock lobster fishery under limited entry and it Is
still under limited entry. In the last year we put two or three other
fisheries under limited entry.

Right now, every single one of Australia's ma!or fisheries is
under limited entry, and if you take the full spectrum of minor and major
fisheries, something of the order of 80-90 percent of Australia's
fisheries are under limited entry. The interesting point is that I have
grown up with limited entry and so has an entire generation of Australian
fishermen. And those Australian fishermen are seeking limited entry.

I want to make one point clear. We are a federated country, very
much like the United States and Canada and when I say "we" in the context
of Australia, the partnership in management is government, both state and
federal, and the industry. And the "we" I talk about is that partnership.

We discovered one thing: we will never push limited entry down
anybody's throat. It has to come in the partnership context through and
from the fishermen. That is the first thing.

The second thing we have learned is that you have to be very clear
in your definition of limited entry. What is limited entry' This
morning, Jim Crutchfield explained what limited entry is, and I have to
agree with everything he said. Which was what it can be theoretically.
We have interpreted it that way in Australia and made that theory work.
Essentially limited entry can be anything you want it to be. We have 12
or l3 ma!or fisheries in Australia, depending on your definition of a
fishery, and every single one has a different limited entry scheme
tailor-made for the circumstances of the people in that fishery, for that
resource, and for the economics of that fishery. You have to take that
into account. You don't take a fixed formula and say this is limited
entry. This is going to be applied here, here, and here. It won't work.

So, basically, limited entry has to be clearly understood. I
think there is a lot of confusion in this country as to what limited
entry could be. People have said limited entry is socialism. I can tell



you that limited entry is not socialistic ia aay sense of the word. It
is the highest form of capitalism, if capitalism is defined as it is in
the textbooks as the owaership of the means of productioa. Then limited
eatry means that the custodianship of the resource is vested in the
people who are fishing it. Once that resource is theirs, as it were,
they will tend to look after it. They will look after it very, very
well. It also has some spinoff beaefits. For example, if you have paid
to get into limited entry, you have an investment in that fishery, so you
are going to have a certain involvement ia enforcement as well because
you want to be certain that the person who didn't pay to get into the
fishery doesn't take your resource from under your nose.

How do we get into limited entry in Australia? I guess this is
the crux of the difference between how we have done it and the difficulty
you are having ia getting into it, if indeed you want to get into it. In
Australia we have a constitution very similar to Britain and Canada. We
have a written constitution granting all the protections that you find ia
the U.S. coastitutioa. But we have one slight difference. The minister
is vested with the responsibility to manage fisheries. True, he does it
through this consultative process, but he is vested with the
responsibility, which means he can make certain decisions.

He may � and does � choose on occasion to make the followiag
decision, and it is made at a point in time without warning. Essentially
the minister sends out a press release as of today's date that says:
"The Ministry for Primary Industry anaounced today that anybody entering
XY fishery as of today's date will not necessarily get guaranteed access
to that fishery in the future should that fishery go under limited entry."

In other words, it is a warning of a moratorium. We have learaed
oae thing, you move rapidly, very rapidly. On one occasion, we took
seven years and people did get into the fishery even with the warning.
They challenged the government in court later and the government lost, so
we have learned to move very quickly. What we do is develop criteria for
entry. And they are usually almost exclusively three-fold. They are the
followiag'.

1. Operatiag history ia that fishery over a given period of time,
say 12 or 18 months. If you are there and have been fishing,
you are in.

2. Zf you are about to lay the keel of a boat and about to
negotiate a loan, or you !ust talked about buying a boat and
you can prove it and that boat was intended to be used in the
fishery for which the announcement has gust been made, then you
are ia.

3. And let's assume for the last 18 months you have been oa
holiday from that fishery, either fishing another fishery or
gust oa holiday, and you were intending to come back but for
the announcement of the minister. Then you are in, too.
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Essentially everybody who should be in has a right to be in, even
those who had an intent to be in. But you don't give six months, one
year or five years warning to the issue because you' ll obviate your very
intention, which is to limit entry.

Let me say of our fisheries in Australia that we have done
everything wrong in some cases and everything right in others. We have
fisheries in Australia that we put under limited entry when we had a
badly overcapitalized situation. We have fisheries that we put under
limited entry when the capacity was about right. And we have limited
entry fisheries with no boats in them and the development of that fishery
is going to be controlled.

I have heard a lot this morning about the capital value to get
into a fishery, what the entitlerients were relative to the boat and so
forth. The boat is the tool, entitlement is the commodity, just as a
hammer is used to build a house. The hammer is the tool for $2.00, the
house is the valuable commodity. Without that entitlement to go fishing
in a limited entry fishery, you have nothing. Basical1y, the
entitlements consist of two mairr things: 1! an access right to go
fishing; that is, a permit to fish, which is our main access type right;
and 2! an individual fisherman or an individual vessel quota; that is, a
given proportion of the catch is yours. The individual quota is fairly
recent in Australia, and we are still learning how to handle it.

Both permits and quotas are freely tradeable and always have
been. There is no limitation on what you do with them in the main. If
you want to lease, you lease. If you want to lend, you lend. If you
want to sell, you sell. You can own more than one entitlement to fish
and you can own as much of the quota as you can possibly buy. We have
not yet had a problem with monopolization.

We have the world's longest-established limited entry fishery on
Western Rock lobsters � a very viable and valuable resource. There are
830 entitlements, or permits, and. there always have been. Except for
possibly one or two, they are individual owner-operated. They have been
going for 20 years and I doubt if any one of them hasn't been traded at
least once, yet we still have individual owner-operators. In the United
States there is a fear that limited entry leads to rionopolization. There
is nothing essentially different in the United States than in Australia
in terms of economy and the freedom to buy. Limited entry hasn' t
necessarily led to monopolization.

Our philosophy is economic efficiency, so to some degree the
tendency toward.s monopoly wouldn't cause us any difficulty but that is a
decision we have made. You can make it whichever way you want.

Australia has one major fishery, a shrimp fishery. I will talk a
little bit around that fishery, but in a generic sense. One thing
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limited entry never precluded was overcapitalization. All it did was
confine it within a smaller group of people. The second thing limited
entry aever did was stop a highliner from being a highliner � ever. It' s
only an entitlemeat to go fishing. If you are a good fisherman, you will
do better than the bad fisherman.

What we have found in our Australian fisheries � givea the
structure of limited entry as an entitlement to go fishing � is that
essentially capital still chases the fish and you still get
overcapitalization. We are trying to manage our fisheries to widen the
cost-benefit gap to the maximum. That is what economic efficiency is
about. And in so doing we are trying to keep the amount of capital
flowing into a fishery to the minimum. But we are aot trying to make
technological efficiency a minimal ingredient in the mix. There is one
way of doing this. If you have, say, 300 entitlements in a fishery and
each of them is capital stuffing � that i,s, increasiag their capacity to
fish--then basically you caa achieve some degree of reduction of that
capacity by only one method. That is to buy out complete units of
fishing capacity, which in this case are the eatitlements to operate a
boat.

One Australian fishery that went under limited entry 10 years ago
has increased its catching capacity by aa estimated 30 percent in that
time. It is now becoming only marginally profitable. In fact, we have
this typical syndrome of 20 percent of the fishermen catching 80 percent
of the fish and 80 percent of the fishermen not doiag so well. We have
decided to buy back  we being the industry/government! about 30 percent
of the capacity in a fleet of only 300 vessels. In other words, we are
going to buy out 100 entitlemeats to fish. We plan to do it over six
years.

One thing that has been decided based on discussioas with the
iadustry is that the government is not going to pay for it. The
government is not the beneficiary of the reduction in capacity. The
people left ia the fishery are the beneficiaries, so we have had to
develop a system whereby a levy is extracted from the industry to pay for
buyback. The point is that the licenses are freely transferable
entitlements. Some moaey is going to be absorbed from the industry and
put into a buyback authority. The buyback authority will comprise
industry and government and it will buy back the freely transferable
eatitlements on the free market. But once the buyback authority buys it,
it is gone, finished forever, and you have reduced the fleet. The people
left in get the benefit of reduced competition.

We have also done our sums and we know that as we buy out this 80
percent of the least efficient people, the price of the entitlement will
rise. We are having to do this at a time when the price of the
eatitlement has dropped.  I heard somebody talking about what pushes up



51

the price of an entitlement. Sure, cheap loan money does, but the
biggest part of it is the viability of the fishery. How much money can
that entitlement allow you to make? If it allows you to make more, it is
going to cost you more to get in, but if it doesn't have much earning
potential, it costs you less to get in.!

We know that the entitlement in this particular fishery is now
trading for about 570,000. In the past it has cost up to 4250,000. Who
lends you the money to get into that fishery? We have had boat building
subsidies and fuel subsidies, but they are off now. We have discovered
our error. The people who lend you money to get into a fishery are the
commercial lending agencies, and they will do it at the normal market
price for the normal reasons that everybody will lend you money, it is a
good risk. It is a good risk if it is a viable, well-managed, and
profitable fishery.

Now, I have made limited entry sound somewhat simple. It isn' t.
It is complex and takes a lot of roundtable discussion. It takes an
enormous amount of cooperation on the part of industry and government,
and it takes time. It has taken us 20 years and we are still developing
the system. It isn't a panacea. 1t is an ongoing developmental process.

As I said before, each scheme is devised to fit the needs of the
particular fishery. Por example, we have one fishery in Australia where
we put individual quotas into place. We have had to calculate how to
give equitable quotas to various people and we have done that on the
basis of their operating history and past landings. What could be fairer
than that? After that, it is yours to do freely what you will with it.
What is better than that?

Because of the way we have set up our limited entry in all these
fisheries, we have a lot less regulation than I see in the United
States. We don't have individual fishing days, trip limits � I can' t
think of others but they are complex. We have an entitlement to go
fishing and they go fishing. I hasten to add, however, that our
resources are slightly different. You can't essentially overfish a
pandalid shrimp fishery. Consequently, we have a limited number of
vessels and they go fishing. And when the fish run out, they stop
fishing. It's true the fish are running out in a shorter period of time
these days because of the capacity of the fleet. But essentially you
can't overfish that resource because it is annual property and you fish
it to economic extinction every year. That is a slight difference, but
that is how we have managed one of our fisheries.

It is probably better for me to stop and field any questions that
may have developed out of my discussion.
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QUESTIONS FOR COLIN GRANT

Alan Guimond, New England Fisher Mana ement Council: Two questions.
What are you achieving by reducing the fleet through buyback, and how do
you achieve it if people don't want to get out of it?

Colin Grant: Let me say that we are at the beginning of this buyback
scheme, so your question is the $64,000 question. What is the answer?
We have to wait and see. Our sums tell us that we will achieve our
objective. We have discussed it with industry. Some people are not
making money and they want out. I can't answer your question, but bring
me back in a few years and I will. Essentially what we are trying to
achieve is some reduction. Even if we buy out the least effective
people, we will be buying them out at the least price. hand the benefits
will be less, but they will accrue to the industry. You get essentially
what you pay for. The answer to the question, what happens if somebody
doesn't want to sell? Every man has his price. If the buyback authority
can't afford to pay it, it may just keep asking the fisherman to name his
price. Who knows7 The guy just may drop his price. There I.s no
coercion in this system. None whatsoever. In fact, other than setting
up the schemes, the government stands back, It doesn't even want to know
on the register that it has been done.

Jeff Feldner Ne ort Troller, Crabber, Lon liner: What's the mechanism
to get the money from the fleet into a buyback authority? In other
words, does the higher producing percentage of the fleet have to pay a
higher percentage? Do you share7 Do you tax? How do you do it?

Colin Grant: Essentially we have unitized the capacity of the individual
vessels In the fleet by a formula to calculate an amalgam of its size and
its engine horsepower and that comes together into a package which we
have called underdeck tons  UDT's!. It is a quantification or
unitization principle. You end up with a vessel here of so many units
and a vessel here with so many units. We have also done a regression
analysis to show that larger vessels with bigger horsepower engines are
more effective catching machines. We get a good regression with a very
good confidence limit around i' The point is bigger vessels with bigger
engines catch more shrimp than smaller vessels with smaller engines. On
that basis, we have developed this unitizati.on scheme and we charge a
levy based on the number of units you have. It is a fixed doLlar value
per unit, so the more units you have the more dollars you pay. The less
units you have the less dolLars you pay. There are a couple of little
quirks in the system and I don't know whether I should go into them
because they may be just more confusing. But essentially that is the
mechanism. The money goes into a pot and we buy back on the basis of the
same units. The unit is an indicator of the effectiveness of that boat.
Effort is a different thing from the capacity or the ability of a vessel
to catch fish, which is determined by how much time it is on the grounds,
how good the skipper is, luck, and a few other things.
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Janet Seavers Fisherman's Wife, Newport, OR: Does entitleme~t include
both the permit and the vessel?

Colin Grant: No. First, to go fishing in Australia's federal waters,
you need a 520 license. That is It. To get into a limited entry
fishery, you have to have a rubber stamp� � called an endorsement � on your
license that says you are licensed and endorsed to fish in that fishery.
You get an endorsement either by being in the right place at the right
time � just like the land grabber going west in America � or you may
purchase it from somebody. He gets his endorsement erased and it is put
onto your license. You can have several of these endorsements on one
fishing license. I think that is something Barry Fisher was concerned
about this morning. How do you get the opportunity to transfer from one
fishery to another? We have combination boats with entitlements to fish
In two adjacent fisheries under limited entry. They are free to move
from one to the other. Some boats are only entitled to fish in one
fishery. They could buy the entitlement to the other. But we are
talking about a fishing entitlement on a piece of paper. That is one
commodity, the boat is another. The government issues the entitlement to
fish. The purchase between two individuals can involve the entitlement
to fish, which can be applied to the buyer's boat under a boat
replacement scheme, or it can Involve the entitleme~t to fish plus the
boat from somebody else. The buyback authority Is only going to buy the
entitlement, which leads to a question you didn't ask. What happens to
the boat that wasn't purchased? Since all our fisheries are limited,
essentially they all have boat replacement policy. So that boat goes
somewhere. It may stay within that fishery because a vessel sinks and
needs to be replaced, or it may slot out into some other fishery to
replace an old wooden boat that is now being retired. That is one of the
issues that we certainly have to take into account.

Paul Smith Ya uina Boat Works Toledo, Ore on: I think you made a
little mistake in discussing when the United States started this limited
entry business. It started at the inception of our country and was
called the free enterprise system. The free enterprise system limits
everyone through profit or loss. There are rewards and punishments. It
does guarantee equality of opportunity and freedom to the individual. It
allows opportunity, not success, and from my visits to other countries, I
really can't see a better limited entry system than we have.

Colin Grant: I think you are wrong. What we have in Australia isn' t
anything but free enterprise. Free enterprise is the freedom to go and. do
something. Freedom to own a condominium on the beach, freedom to go to a
university, freedom to do a whole lot of things. They' re all there.
Fvery one of you has them, every person in Australia has them. But
freedom to go fishing for free is no more or no less free enterprise than
freedom to go fishing and to pay to get into it. The point being that If
you want to buy a house, you pay for it and you end up owning a



commodity. The more value you put into it, usually the more valuable
commodity you get. Somebody said to me the other day, limited entry is a
preclusioa on free market access to fish. And I said you are wrong.
Limited entry is a limitation on free access, but not free market
access. That isj you pay to get in and you are in. You pay to own
waterfroat property in a real estate game and you are in. It's a limited
access situation. There is only so much waterfront property. You want
it, you pay for it. You get a better deal and you get a more valuable
piece of commodity than otherwise. It doesa't preclude your
opportunities. It never did. It just costs something.

Paul Smith: I can't buy that. We have got to make the distinction
between limiting people aad limiting property. In our country, without
the freedoms guaranteed ta the individual we would have no rights. What
you are talking about is central planning. Our concern in this country
is that government cannot do things very well. It is just the nature of
the government. In fact, the greatest danger to us as free citizens is a
strong central government. I can't imagine actually wanting central
planning.

Colin Grant: I don't think we are that far apart. We are not involved
in central planning. We have said there is a resource that is going to
have a limitation on the number of peopl.e who can have access to it, but
whoever wants access can have it by purchasing it. There are taxi
medallions in this couatry. You can only get into medical school based
on a quota. A form of limited entry pervades many activities in this
country. But it is free market access depending on certain criteria. To
get into medical school, you have to have the qualifications and some
money. To get a taxi license, you have to have some money. To get a
liquor concession, you have ta have some money. It is everywhere. But
you are saying it should be different in fisheries and I can't understand
that.


