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Under the Natioconal Environmental Policy Act, an envirconmental
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TITLE:
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SUMMARY :

Environmental Assessment of Fishery Management Plan
Amendments that would implement the Alaska License
Limitation Program (LLP) and the Multispecies
Community Development Quota (CDQ) Program

Exclusive Economic Zone (EEZ) off Alaska

Amendment 39 to the Fishery Management Plan (FMP)
for the Groundfish Fishery of the Bering Sea and
Aleutian Islands Area, Amendment 41 to fthe FMP for
Groundfish of the Gulf of Alaska, and amendment 5 to
the FMP for Commercial King and Tanner Crab
Fisheries in the Bering Sea/Aleutian Islands Area
would implement a license limitation program and a
multiispecies CDQ program.

The LLP would limit access to the commercial
grouncdfish fisheries in the EEZ off Alaska and to
the commercial crab fisheries in the Bering
Sea/Aleutian Islands Area managed under an FMP. The
demersal shelf rockfish fishery east of 140° W.
longitude and sablefish managed under the Individual
Fishing Quota program are excluded from the LLP.
Licenses would be issued to eligible applicants
based on fishing during a general gualification
period and in endorsement areas. Groundfish and
crab species licenses would represent a transferable
harvest privilege authorizing directed fishing in
specific areas designated on each license.

The Multispecies CDQ Program would be an addition to
the current program and includes allocations of 7.5
percent from the groundfish fisheries and 3.5
percent of crab fisheries that are not allocated
from the existing programs. CDQ programs are
intended to assist certain western Alaska
communities to develop commercial fisheries.

Trawl fishing would be prohibited east of 140° W.
longitude in the Gulf of Alaska to prevent conflicts
between gear types, prevent fixed gear loss, and
provide for the needs of local fishing communities
dependent on the fisheries of that area.
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EXECUTIVE SUMMARY
of
LICENSE LIMITATION ALTERNATIVES
for

GROUNDFISH AND CRAB FISHERIES OF THE NORTH PACIFIC -

Introduction

This section of the analysis summarizes the action contemplated and the need for such action, including the
sequence of events in the Comprehensive Ratiopalization Plan (CRP) initiative which have led to the
consideration of License Limitation as the primary alternative for Council consideration at this time. This
approach is viewed as a necessary first step by the Council towards further development of longer-term CAP
managemenqt regimes, including further development of IFQ alternatives.

The document contains two primary alternatives for consideration: (1) the 'No Action’ alternative and (2) some
form of License Limitation system. The possible configurations of the License Limitation alternative cover a
broad range and are shown below (the numbering scheme is explained later):

GROUNDFISH LICENSES
COMPONENTS AND ALTERNATIVE ELEMENTS AFFECTING INITIAL ASSIGNMENT
ANALYSIS FORMAT

Numbering
Nature of Licenses Scheme
Single license for all species and arBAS .. ... .o vit ittt tn sttt ettt anan 100000
Licenses for FMP areas (e, GOA and BSAT) . ..ottt i ittt it et ettt e isnnaseannns 200000
Licenses for FMP sub-areas {(1.e, EG, CG, WG, BS, Al ..ottt ittt te s te et e teacnasannnaees 300000
Licenses for Pollock, P.Cod, Flatfish, Rockfish, and Other fisheries ..........00iiiiiiinironeiiianrannas 400000
Licenses for Pollock, P.Cod, Flatfish, Rockfish, and Other fisheries by FMP areas ......ovivnneiiinrennnn. 500000
Licenses for Pollock, P.Cod, Flatfish. Rockfish, and Other fisheries by FMP sub-areas .................... 600000
Licenses for fisheries (see DOX) by FMP SUb-a1085 . ... i i ittt in it eie e siirenaenaaaarenrennss 700000
Licenses for fisheries (see box) by the following areas: EG, CG, WG, BSAIL......... ... ..ottt 800000

FisheriesSpecified Under Options 700,000 aod 800,000

BSAJ Fishery Licenses: GOA Fishery Licepses:
Pollock, Pacific Cod, Atka Mackerel, Yellowfin Sole, Other Flatfish,  Pollock, Pacific Cod, Deep Water Flats, Shallow Water Flatfish
Rockfish, Squid {Fixed Gear), Rocksote, Turbots Atkca Mackerel
License Recipients
IO DWIIEIS o v v ts v s e e e e eaasacam s e aaaeanansnesasanessasesnnsannesaassnssosenanensnns 10000
Current owner, then owner at the time of landing, then permit holders (no duplicate} ....................... 20000
Current owners, then permit holders (Do duplicates) . ... ... ...t s s ieeeancacaaannan 30000
Current owners, owners at the time of landing, and permit holders (duplicates allowed) ............... e 40000
License Designations
No restrictions ...... et et e e eaaeea e et eaeaa et ae e e et e ea e 1000
Catcher vessels & Catther/ Processrs ... it it i ittt it et e 2000
R B o= e 3000
Inshore & O S h0re . ..ottt it ittt e e iea e 4000
Catcher vessels & Catcher/processors and vessel length ... ... ..ottt e e ceenees 5000
Catcher vessels & Catcher/processors and Inshore & Offshore ... ... i i i i e 6000
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Inshore & Offshore and vessel length ... ... .ttt i it it it i et iantaa e naaaaans 7000

Carcher vessels & Caitcher/processors, Inshore & Offshore, and vessellength ..., .. o iiiiienan.. 8000
Qualifying Periods
T R - T U I U 100
Jun. 28, 1989 - UL 27, 1992 .t it et aaaaenar e aaaans 200
Jun. 28, 1989 - date of fiNal 00N ..ottt iiinn it ii it e ettt aa et ettt e 300
Jan.1,1990-Dec. 31,1993 ... .. .oiiianiiaitn, e e et aae et e e e e a e e anaaer e 400
The three years prior to the date of final aCtOB .. ...vvviinvnieurennennanan., e 500
Jum. 28, 1989 - Jun. 27, 1992 & the three years prior to the date of final action .........covnvrrenennennnnnn, 600
Each of the three calendar years from 1/1/90 - 6/27/92 & the 365 days prior to final action,

except for fixed gear P. cod use 6/23/91 - 6/27/92 rather than 1/1/90-6/727/92 ... . iiiairiaiannnnnn 700
Landings Requirements For General License Qualification
Onelandig .....covvvnrenrnaiinineaaeeneiaitaaeaeanns e e, PO 10
TWO lANAImES « oo oet ittt ettt ettt e st e e e a e e iaaas ey U 20
S 000 POULAS ..o ittt ittt e e i et a et e e s aana 30
10,000 DOUDAS « v e ittt iriie et atate s i st naeaeasasaroasasansssasserasessnnaransrsnssnnnnsrnnnns 40
0. 000 o 4T 50
Landings Requirements for Endorsement Qualification
One lapding in qualifying Period . ..o it ittt et i et et te et e ettt tara e ata e 1
Two landings in qUalifying Period . ..o ittt i ettt et e ttaaiaavnnnnnataserrsananacrananrerennn 2
Three landings in qualifying period . .. v .ttt it i e ittt e e b e e e 3
Four landings in qualifylng period . .. ... vttt i ettt et ettt e iae e a e e 4
One landing in year prior t0 COUNCIH ACHOM .« - v v v ittt st eter o e e e e e ia s annnnsurasnnasaecssnnsssransnsnens 5
Two landings in year priorto couDCil ACHOM . ..o ittintt it et a e e ettt s sermecannaaarrnnnaranaes 6
Three landings in year prior to cOMDCI 3CHOM . ..o o vt its it eeeeevaenernnniannanaaenaoacaereraennaensnas 7
Four Jandings in year prior to coUnCH ACHOM o ivv ittt tiiseeseartutacessnasnesaecaanaanasstnsnnsnsanens 8

In adchuon to opuons affecting thc assignment of licenses, the Council has included options affecting the
. These are independent from the initial assignmeat of licenses and
includes Who May Purchase Licenses, Vmscl/hccnsc Linkagss, License Separability, Vessel Replacement and
Upgrades, License Ownership Caps, Vessel License Use Caps, Vessel Designation Limits, Buy-back/Retirement
Program, Skipper Program, Community Development Quotas, Community Development Licenses, and Other
Provisions.
In developing a preferred alternative, the Council will need to choose ong element from each component set, with
the exception of "Other Provisions," from which the Council may choose none, or any number of the options

listed. The numbering scheme used above is not employed for these components becau.sc of the independent
pature of the components.

GROUNDFISH LICENSES
COMPONENTS AND ALTERNATIVE ELEMENTS AFFECTING THE OWNERSHIP,
USE AND TRANSFER LICENSES

Who May Purchase Licenses
1. Licenses could be transferred only to "persons” defined under Title 46 U.S.C.
2. Licenses could be transferred to "persons” with 76% or more U.S. ownership, with "grandfather” rights for license recipients

with 75% or less U.S. ownership (Title 46 U.5.C.).
Vessel/License Linkages
L. Vessel must be transferred with license ~ °
2 Licenses rmay be transferred without a vessel, i.e., licenses may be applied to vessels other than that to which the license initially

was issued.
Options Regarding the Separability of Species and/or Area Designations
1. Species and/or Area designations are not separable, and shall remain as a single license with those initial designations.
pA Species and/or Area designations shall be treated as separable licenses and may be transfered as soch.
3. Species and/or Area designations shall be regarded as separable endorsements which reqaire the owne to also own a general

licanse before use or purchase.
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Vessel Replacement and Upgrades

1. No resmrictions on vessel replacement or upgrades, except that the vessel must meet the "License Designations” defined by the
mitial allocation.

2 Vessel may not be replaced or upgraded.

3 Vessel may be replaced or upgraded within the bounds of the 20% Rule as defined under the maratoriam proposed rule.

License Ownership Caps
No limit on the number of licenses or endorsements which may be owned by a "person.”
No more than 5 area licenses per person with grandfather provisions.
No more than 10 area licenses per person with grandfather provisions.
No more than 15 area licenses per person with grandfather provisions.
No more than 5 fishery/area endorsements per person with grandfather provisions.
+-No more than 10 fishery/area endorsements per person with grandfather provisions.
No more than 15 fishery/area endorsements per person with grandfather provisions.

NAM AW

Vessel License Use Caps - .
No limit on the nomber of licenses {or endorsements) which may be uscd onavessel __ L .

" No more than 1 area license (endorsement) may be used on a vessel in a given year,
=" No mare than 2 area licenses (endorsements) may be used on a vessel in a given year.
No more than 3 area licenses (endorsements) may be used on a vessel in a given year.
No more than 4 area licenses (endorsements) may be used on a vessel in a given year.
No more than 5 area licenses {endorsements) may be gsed on a vessel in a given year.

e

Vtssel Designation Limits
. A vesse] which qralifies for multiple designations (Le., both as a CV and as a CP or as both inshore and offshore) under the

use restriction cornponent will be able to participate under any designation for which it qualifies.
2. A vessel which qualifies for multiple designations under the use restriction component must choose one of the designations for

use,

Buy-back/Retirement Program

1. -~ No buy-back/retirement program.

2. .~ Fractional license system. (Fractional licenses may be issued to vessel owners at the time of landing and/or permit holders. )
3. Industry Funded Buy-back Program with right of fst refusal on all transfers of licenses.

Two-Tiered Skipper License Program

1. Do not implermnent a Two-Tiered Skipper License Program.

2. * Implement a Two-Tiered Skipper License Program.

Community Development Quotas.

No CDQ allocations

3% of any or all groundfish TACs for CDQs pattened after current program w/o sunset provisiorn.
7.5% of any or all groundfish TACs for CDQs patterned after coarent program w/fo sunset provision.
10% of any or all groundfish TACs for CD(Qs patterned after current program w/o sunset provision.
15% of any or all groundfish TACs for CD(Qs patterned after current program w/o sunset provision,

N

Community Development Licenses.

No Community Development Licenses.

Grant an additional 3% non-gansferable licenses to CD(Qs comumunites.
Grant an additional 7 5% non-transferable licenses to CDQs communities.
Grant an additional 10% non-transferable licenses to CDQs communities.
Grant an additional 15% non-transferable licenses to CDQs comrmunities.

SRR NEe

Other Provisions (Choose any or none of the following)
Licenises represent a use privikege. The Council may convext the hcense program to an IFQ program or otherwise alter or rescind
the program without compensation to license holdets.
2 Severe penalties may be invoked for failure to compiy with conditions of the license.
3. Licenses may be suspended or revoked for muitiple violations.
4 Implement a Skipper Reparting Systern which requires groundfish license holders to report skipper names, address, and service
records to NMFS.
Develop and mplement mechanisms to collect management, enforcement costs and/or rents from the industry, including taxes
. and fees on the industry.

-

n

S e
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Crab Li Limitation Al .

The components and alternative elements and options for a crab license limitation program are set forth in the
same format as for groundfish. These were developed concurrently with the groundfish alternatives and are
similar in some cases, but tailored to the specific nature of the crab fisheries. They are also divided into two
sectons: (1) those elements which affect the initial assignment of crab licenses, and are numbered, and (2) those
elements and options which affect the ownership, use, and transfer of crab licenses. These elements and options
are as follows:

Components and Alternative Elements . Numbering
Scheme

Nature of License

Single license for all SPecies AN AIAS ... ... . . ..ttt i et rae ety 10000

Licenses for species (e.g., C. opilio, C. bairdi, Red, Blue and Brown King Crab) ....... e et 20000

fLicenses for each species/area combINAHON ... ... ittt ini it it taianer et pmmmar et e 30000

License Recipients — . . )

BTN DWTIETS o e v e wue e n e s ammsosassnssssasanetbeasnssesssnsnnssnesossssnesansnsrsanssssssnnsnsnasnns 1000

Current owners and permit holders .. ... .. i i e ettt iea e 2000

License Designations

{3 =T v Lo L 100

Calcher vessels & Caloner/PrOCESSOrS . o o i v vttt ieres i tteteteetieaannnssorrensaassonteemnnmmissssnsnnsons 200

BT 10 T 300

$Catcher vessels & Catcherfprocessors and vessel length ... .o i i ittt ee ey 400

Qualifying Period

Jan. 1, 1978 - Dec. 31, 1993 L.ttt ittt et et et ae et e et aaaeaean 10

+6/28/89 - 6/27/92 (6/29/80 - 6/25/83 for D.H. Red & 6/29/85 - 6/25/1988 for Prib. Blue) ......cooviiirininaaenn. 20

Minimum landings

FNO ITUIITIIITE © L ot ottt e et e et e eaaa s st aa st s bt s e e s s st tmmnnaas s masanesnnannasssnnsesanasensncneennns 1

1 landing for Red & Blue King, 3 landings for Brown King, C.opilio, & C. bairdl ... .. . .. ... iiiiiiienaininncnnans 2

In addition to the elements affecting the initial assignment of licenses, alternai.ves exist which affect the
ownership, use and transfer of licenses once they have been issued. These are shown below. In developing their
preferred alternative the Council would choose one element from each component set (component headings are
shown in bold text.)

COMPONENTS AND ALTERNATIVE ELEMENTS AFFECTING OWNERSHIP, USE AND TRANSFER OF CRAB LICENSES

Whbo May Purchase Licenses

L. Licenses could be transferred only to petsons defined under Title 456 CFR 67.03.

2 Licenses could be transferred to "persons” with 76% or more U.S. ownership, with “grandfather” rights for license recipients
with 75% or less U.S. ownership (Tite 46 CFR 802).

3. Licenses are non-transferable.

Vessel/License Linkages

L Vessel must be transferred with license

2 Licenses may be transferred without a vessel, i.e., licenses may be applied to vessels other than that to which the license was
initially was issuzed.

Options Regarding the Separability of Species and/or Area Designations

1. Species and/or Area designations are not separable, and shall remain grooped as in the initial aliocation.

2 Species or Area designations shall be treated as separable licenses and may be transferred as sach.

3 Species ar Area designations shall be regarded as separable endorsements which require the owner to also own a more general

license before use or purchase.

Vessel Replacement and Upgrades

1, No restrictions on vessel replacemnent or opgrades, except that the vessel must meet the "License Designations” defined by the
initial allocation.

2. Vessel may not be replaced or upgraded.

3. Vessel may be replaced or upgraded within the bounds of the 20% Rule as defined under the moratorium proposed rule.

Buy-back/Retirement Program

1. No buy-back/retirement program.

2. Fractional license system. (Fractional licenses may be issued to permit holders.)
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3. Industry Funded Buy-back Program with right of first refnsal on ail transfers of licenses.

Two-Tiered Skipper License Program
1. Do not implement a Two-Tiered Skipper License Program.
2. Implement a Two-Tiered Skipper License Program.

Community Development Quotas,

No CD{) allocations.

Set aside 3% of crab fisheries with GHLs for CD(s patterned after current program w/o sunset provision.
Ser aside 7.5% of rab fisheries w/GHLs for CDQs pattemned after current program w/o sunset provision.
Ser aside 10% of crab fisheries w/GHLs for CD()s patterned after current program w/o sunset provision. -
Set aside 15% of crab fisheries w/GHLs for CDQs patterned after cumrent program w/o sanset provision.

R R

Community Development Licenses.

L. No Community Development Licenses.

2. Grant an additional 3% non-transferable licenses to CDQs communities.

3, Grant an additional 7.5% non-transferable licenses to CIXJs communities. e . o~
4. . Grant an additional 10% non-transferable licenses to CDQs commaunities.

5 Grant an additional 15% non-transferable licenses to CDQs communities.

Other Provisions (Choose any or noae of the following)

1 Licenses represent a ose privilege. The Council may convert the license program to an IFQ program or otherwise alter or rescind
the program without compensation to license holders.

2. Severe penalties may be invoked for failure o comply with conditions of the license.

3. Licenses may be suspended or revoked for mulfiple violations.

4 Implement & Skipper Reporting Systern which requires groundfish license holders to report skipper names, address, and service
records o NMFS.

5. Develop and implement mechanisms to collect management, enforcement costs and/or rents from the industry, including taxes
and fees on the industry.

6. Nao Future Super-exclusive Area will be proposad.

Individual Transferable Pot Quaota System

In addition o the components above, an Individual Transferabie Pot Quota (TTPQ) Systern Altemative has been proposed in concept only.
Undez this option, the components affecting the initial assignment of crab licenses will remain unchanged. However, once it is decided
which persons qualify for which vessel size and processing designations, licenses would be linked to 2 limited number of pots. Pots could
be transferred to meet individual vessel requirernents. Many of the component sets regarding the use and tansferability of licenses may
not apply under a [TPQ system. The Council will have to specify in more detail if additional analysis of the ITPQ system is desired.

Current Status of the Fisheries

Chapter 2 of the document is devoted to summarizing the current status of the groundfish and crab fisheries, with
informaticn on the current levels of catch, value, and participation for various groundfish and crab fisheries off
Alaska. This is further developed in the form of Representative Vessel and Processor Profiles’, which
summarize catch information across operations within each industry sector. This information is used as a
backdrop for comparison of both the 'No Action’ and the License Limitation alternatives. Appendix IV to this
document contains further information on curreat stanis of the fisheries, with more specificity be vessel categories
within various sectors, and includes this information over a time series of 1990-1992. Data from 1993 were only
recently cornpiled and are not provided in the same detail; however, summary data from 1993 are included in the
analyses in Chapter 3, and is used as a proxy for status cuo when comparing impacts of the various license
limitation alternatives.

Analysis of the Alternatives
Chapter 3 is the meat of the analysis and contains general assessmeats of the No Action altemnative and the
generic License Limitation alternative. It also contains the detailed assessments, primarily distributional in

nature, of the various potential elements and options for the license limitation alternative. A summary by section
follows:

Alternative 1: No Action

This alternatve is termed No Action. as opposed to status quo, because it attempts to reflect the potential
evolution of the starus quo situation, if No Action is taken by the Council on the License Limitation aliernative.
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The analysis of the moratorium indicates that there are 20 to 25 percent more trawl vessels in the groundfish
fishery than can be justified based on financial break-even criteria. Very few vessels have entered the groundfish
and crab fisheries since February 9, 1992. It may be that the threat of the moratorium kept new vessels out of
the industry, or, perhaps investors have decided their money is better spent elsewhere. Nonetheless, there does
not appear to be any changes in the financial benefit of entering the fishery, particularly if the moratorium is

resubmitied for approval.

If the moratorium is resubmitted and no action is taken on license limitation, the fleet could draw from up to about
13,500 vessels that are qualified. If the Council revises the moratorium to eliminate halibut and sablefish longline
vessels that will participate in the IFQ fishery, then the moratorium fleet would have about 4,000 vessels to draw
from. This potential fleet is much larger than the 1600 to 1700 vessels that participated in 1993. Regardless of
the size of the fleet, because most of the catching power is tied up in fewer than 500 vessels, the pmblcms of
excess capacity that contribute to the problems listed in the problem statement still wﬂlf,msr_

The final part of this section summarizes the expected evolution of the status quo. in thc event thc Coum:ﬂ takes
No Action on License Limitation. Critical to this expected evolution is resolution of the moratorium issue. With
the moratorium disapproved, continued entry into the fisheries is possible, and even likely despite the economic
disincentives to do so. This is due to expectations of future limited entry, particularly IFQs. Those already in
the fisheries may atternpt to maximize their catch histonies in anticipation of IFQs, also exacerbating the race for
fish and its attendant problems. If a moratorium is resubmitted and implemented, these fears would be at least

partially mitigated.

The break-even analyses that have been conducted in analyzing inshore-offshore and the moratorium demonstrate
this overcapitalization. The moratorium analysis showed that there were 20-25% more trawl vessels in the
groaumdfish fishery than could be justified by the economics. Break-even analyses based on the fleet as modelled
in the inshore-offshore analysis, and testing sensitivity by varying input variables such as ex-vessel prices,
product prices, caiches, amortization schedule, desired return on investment, and vessel and permit purchase
price, showed that the break-even fleet varies between 280 and 440 vessels, which contrasts to the current 1993
fleet of 435 vessels over 60 ft and 1,245 vessels less than 60 ft

Despite the poor economic picture generated by the above break-even analyses, the industry may continue to
invest capital in the fishery in an attempt to garner a greater share of the harvest. This could happen if potential
fishery participants expect an eventual IFQ allocation based on recent catch histories. This is the downside of
the no-action alternative. And this could happen whether or not a moratorium is implemented. The downside
of not resubmitting some form of moratorium is that the industry may perceive this to be one last chance to get
in "under the wire” regardless of cost, to establish some standing in the fishery. A slight advantage of pursuing
the no action alternative, is that if all efforts are dropped on license limitation, more attention could be directed,
more quickly, to developing a more comprehensive solution to the overcapitalization problem.

Under the No Action alternative, other current initiatives by the Council could go forward. These include analysis
of a continuation of the inshore/offhsore/CDQ program scheduled to sunset the end of 1995; requirements for
total weight measurement in the fisheries; a full retention/utilization mandate to address bycatch, discards, and
waste; and, further development of IFQ alternatves.

Alternative 2: License Limitation

General Discussion of License Limitation

This section 3.2 provides a generalized discussion of license limitation, including (1) a discussion of how license
limitation may provide short termi, and even long term, economic benefits under certain conditions, (2) examples

of various license limitation and fleet reduction programs previously attempted or currently in existence, and (3)
a more detailed examination of basic economics of license limitation programs.
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Section 3.2.1.1 describes literature and theoretical a.nalyscs which suggest that license limitation programs, under
certain conditions, may generate, and even sustain, economic benéfits in subject fisheries. Conditions necessary
for this to occur include (1) a heterogenous fleet where all vessels are basically alike in their operations, (2) strict
limitations on the fleet's ability to substitute costly inputs which increase efficiency, (3) minimal economic
pressure to exploit the resource, and (4) lack of rent seeking’ behavior by fishery participants attempting to
change the rules of the game in their favor. None of these conditions appears to exist in the fisheries for which
license limitation is being considered.

Section 3.2.12 summarizes various limited eatry programs and attempted vessel buyback programs in existence,
noting the mixed successes of such programs. Some success is evident in programs which actually reduced units
of effort or gear and adequately controlled the growth of additional inputs in the fisheries.. In particular the
evaluaton conciudes that gear restrictions in many cases are more successtul than vessel restrictions, and that
buyback program success will be severely hindered if there is any expectation by participants of increased value
of the license or of the license evolving into more specific fishing privileges-(value)-such as IFQ allocations.

This section also addresses other mechanisms for fleet/capacity reduction, including the fractional licensing
concept. A fractional licensing program is one way to achieve fleet/capacity reduction, without the imposition
of government run buyback programs and the attendant administrative complexities. However, a fractional
licensing program would likely involve a reduction in use-rights for at least some, if not all, license holders.
Initial allocation decisions under this concept would likely be very contentious and would involve extensive
appeals procedures.

Section 3.2.1.3 discusses the basic economic tenants surrounding license limitation programs, including
mathematical models which were developed to compare profit fusctions of status quo and limited entry. Due to
the capital stuffing phenomenon associated with both open access and license limitation, any short term economic
gains associated with a license limitation program will likely be dissipated over the longer term. A license
limitation program which does not reduce or constrain the fleet to current levels would not generate economic
gains even in the short term.

Analysis of Groundfish License Limitation Alternatives

Section 322 represeats a major focus of the anatysis, and provides the distributional results of the various license
limitation alternatives under consideration. This section also discusses the relative effectiveness of various
alternatdves, primarily in terms of numbers of vessels receiving licenses and the namure of these licenses.
Administrative and enforcement implications of various alternatives are also addressed where possible.

Six main components, each having from four to eight options, significantly influence the ultimate composition
of the license program. The six components are nature of licenses, license recipients, license designations,
qualifying period, landings requirements for general license qualification and landings requirements for
endorsement qualification. The Council's choice of specific options within the six components will determine
the overall configuration of the license system  The components and options can be combined into aimost 72,000
different configurations. Three main or reference configurations have been examined for this analysis. The
CURRENT reference configuration is a snapshot of the 1993 fisheries. The UNIVERSAL reference
configuration is a "core” alternative at one end of the spectrum of complexity represented in the 72,000
configurations. The Universal configuration would issue a single license to fish all species in any area once a
current owner bas qualified by making one landing anytime between June 28, 1989 and June 27, 1992, the ending
date being intended to reflect the control date established by the Council in its final consideration of the
moratorium. The Universal configuration mirrors most closely the conditions of thc moratorium, though the
qualifying period is much shorter than in the moratorium.

The third reference configuration is the EXPLICIT configuration. It is emphasized because it embodies much
of the State of Alaska proposal and can be considered to be a "core™ alternative at the other end of the spectrum
of compiexity. Tt differs from the Universal configuration in two major ways. Each license or endorsement is
species an area specific. Secondly, instead of qualifying on the basis of landing in any of three years, a vessel
must have made a landing in each area in each of the three calendar years 1990,1991, and 1992 (through June
27, 1992), and sometime in the 365 days before final Council action, assumed for analytical purposes to be
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January 1995. The exception 1o this is for fixed gear Pacific cod wherein ope year, June 23, 1991 - June 27,
1992, is used instead of January 1, 1950 through June 27, 1992.

Identifying these three reference configurations has scveral purposes. First, they provide a point of departure for
discussing each of the six main components of the license system and the effects of each option within each
component on five different atributes: initial fleet size, potential for increases in capacity, mobility of the fleet,
complexity of program implementation and administration, and enforceability. Secondly, by systematically
varying each option within each component for each of the three reference configurations, distributive impacts
o fleet composition can be assessed. This also provides an gpportunity to isolate the effects of each of the major
components on the overall results.

These are compiled in a sexies of tables in a special Table Appendix - one for groundfish and one for crab. Each
set of tables presents information on residency of vessels, size categories, whether they are catcher vessels or
catcher processors, and how many will qualify for endorsements or licenses in-various areas-and fisheries. Trends
shown within those tables are used to summarize the effects of selecting a specific option within each of the size
componeats. Then the reference configurations are examined in detail to dcscnbc impacts of choosing one or the

other.
Nature of Licenses

There are eight options within this component, ranging from a very general license covering all fisheres to a
highty specific license for a particular fishery and subarea This componeat's major influence is on potential
increased capacity, mobility, complexity and enforcement. It does not by itself have great impact on the initial
fle=t size though there is some interplay between this component and qualifying period if landings performance
is required in individual fisheries and sub areas to qualify. This is fully discussed in the analysis. In general, the
benefits of an umbrella license are that it allows the fleet maximum flexibility to move between fisheries and
areas, the licenses would be uniquely associated with particular vessels and thus would cap overall fleet growth,
and would be less complex to implement and administer.

Choosing a highly specific program such as the State of Alaska proposes would be highly complex to administer,
very difficult to enforce if fishery specific licenses are issued, and several fisheries such as rockfish would not
be allowed in a directed fishery. The State of Alaska proposal, represented here in the Explicit configuration,
would strictly limit the mobility of the fleet to enter different fisheries and areas. The benefit of that is thar it
would better control fleet rpovement and thus slow overcapitalization of a specific area and fishery, thus reducing
preeoption problems and crowding. A liability is that if many highly specific licenses are issued initially, even
though the initial fleet size is unaffected, if the licenses are transferred to new vessels, potential fleet size could
be much greater and thus exacerbate the already existing overcapacity problem. An altemative which would
eliminate this possibility is the endorsement concept, whereby species/area endorsements would be attached to
an overall umbrella license. This would maintain the desirable aspects of the specific 'licenses’, while capping
the total number of vessels potentially operating in the fisheries. The level of the umbrella could be placed at the
North Pacific Ievel, the FMP area level, or at the level of FMP subareas. The choice of the level represents a
trade-off between possible capacity increase and flexibility for fishermen.

Thbe loss of the directed rockfish fishery under the State program equates to a $14- $20 million loss in revenues.
If a fishery specific system is chosen, considerable work will need to be done before implementation to align it
with some form of directed fishing standards. NMFS has noted that fishery specific licenses would be extremely
difficult to enforce. :

License Recipients

Four opticns are available under this component ranging from issuing licenses just to current owners, to issuing
multiple licenses to current owners, permit holders, and owners of past landings, if all qualified on the basis of
a particular vessel's landings. Issuing to more than current owners would result in the potential for immediate
expansion of the fleet, and would lead to major increased capacity in the long term. More licenses lead to greater
complexity. Mobility and enforcement would not be affected by this component as much as by other particular
componeats. The total number of owners fishing in 1993 was 1,679, while 2,954 would qualify under the
TUNIVERSAL' configuration (any landings in the three-year period prior to June 24,1992). Issuing licenses to
unique permiit holders and landings owners increases the license pool to about 4,500 licenses. Issuing licenses
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to all three groups and allowing duplication on the basis of one vessel increases the pool to over 9,000. Any
choice other than current owners will rapidly and significantly degrade the effectiveness of the license program
to address the overcapacity problemn. In addition, the complexity of the program will increase significantly, both
in implementation and administration, if significantly more records have to be matched and more licenses and
transfers have to be tracked.

License Designations

There are eight different options under this component. They govern use restrictions for catcher vessels and
catcher processors, inshore and offshore vessels, vessels of different lengths, and combinations of all three types
of designations. Choice of designations will not impact initial fleet size so much as its potential for capacity
expansion, mobility, and access to different fisheries. The three size categories will not be as effective in
deterring capacity increases unless they are coupled with a limitation on maximum increase such as in the 20%
upgrade rule in the proposed moratorium. However, overlaying upgrade rules on the size categories.-will limit
the availability of licenses for those owners wanting to buy licenses, especially if they have vessels in the upper
end of their size range, and if licenses are assigned on a very area or fishery specific basis. Complexity of
implementation and administration, and enforcement will increase if a variety of license designations are used,
however this is believed 10 be minor. The composition of fleets, by each of the sector and size designations, is
described in detail for each of the major alternatives under consideration.

Qualifying Period

Seven options are presented ranging from a landing any time in 16 years to a landing in each of several specific
periods after January 1, 1990, and the year before final Council action. Choice of options here will play a
defining role in setting the initial fleet size. For example, in 1993 there were 1,679 vessels of all types
participating ia the groundfish fisheries. Using the option that recognizes 16 years (back to 1978) would allow
over 6,200 vessels t0 have licenses initially. The mid-range alternative, requiring participation in the three years
prior to June 24, 1992, would allow 2,954 vessels in the fisheries initially. At the other end of the spectrum, the
more specific proposal offered by the State of Alaska would producc an initial fleet size of 1,501, 178 fewer than
ﬁshe:d in 1993,

Not all sectors would share the gam or pain equally. The net loss in vessels for Alaska residents under the State's
proposal would be 157 vessels, mostly stnall catcher vessels. Many of the remaining vessels would be extremely
limized in the species endorsements they receive. For non-Alaskans, the net loss would be 45 vessels. That net
change would include a loss of 53 small catchers and 10 catcher processors, and a gain of 18 catchers over 60

ft.
Landings Requirements for General Licenses or Endorsements

There are five options for licenses and ten for endorsements. Choice of minimum landing requirements (MLR)
options under a general license system has a major impact on the initial size of the fleet but minor or neutral
impacts on the other attributes. As minimum landings standards increase, the initial fleet size decreases
significantly. For example, requiring at least two landings pares over 250 vessels from the fleet, as compared
to vessels which fished in 1993, and over 500 when compared to the universal configuration, which requires only
a single landing. Almost all reductions come from the small Alaskan owned vessels. An MLR based on a
minimum poundage (either 5,000, 10,000 or 20,000 pounds) has even more dramatic effects, removing an even
greater number of vessels from eligibility. Again, those vessels cut out by this requiremeat are mostly small,
Alaska based catcher vessels.

Endorsement options apply only to license programs that would issue fisheries or area-specific cndorscmcnts
Thus, MLR options for endorsements do ot influence initial fleet size (in absolute numbers of quahﬁcd vessels),
but they do affect the number of species-arcas opportuaities for fishermen, and therefore there is a direct effect
on the overall fishing effont which qualifies. Because some of the endorsement options introduce multiple year
qualification criteria to vessels which qualified because of the differential qualifying standard for fixed gear
Pacific cod vessels, these do have a significant impact on fleet effort reduction.
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Alternative Ownership, Transfer, and Use Provisions

Various provisions such as who may purchase licenses, separability of species and area designations, vessel
replacements and upgrades, ownership and use caps, buy back programs, skipper licenses and communiry
development initiatives are discussed here.

The section describing who may purchase licenses dwells mainly on foreign owncrshlp restrictions, noting that
little information is available to describe foreign ownership now.

The section on vessel and license linkage discusses options for transferring licenses with or without the vessel.
Only being able to transfer licenses with the vessel assumes an emphasis on issuing licenses only to current
owners and closely associating each license with a specific vessel. This would be the most restrictive of the
options and no new vessels would be allowed into the fleet unless a provision was made for transferring licenses
for vessels that were destroyed or sunk. The end result of this option would be.an aging of the:fleet with attendant
problems relative to safety and efficiency. Allowing licenses to trade independently would allow more flexibility
for vessel owners and license holders to tune their operations. Allowing freely transferable licenses also could
lead to a substantial increase in fleet size.

The section on vessel upgrades and replacements describes three options which address potential expansion of
capacity: (1) no restrictions, (2) a complete prohibition, and (3) limited upgrade ability subject vessel size
categories and/or to the moratorium 20% rule. The first option would be least restrictive and would allow for
increases in harvest capacity in each of the length designations. Option two would be most restrictive and the
third option would allow for linited upgrades. Allowing transfer and upgrades subject to vessel category
restrictions and the 20% rule may provide the greatest flexibility while still maintaining a lid on total capacity
expansion. As noted earlier under license designation however, choice of these upgrade and transfer options has
significant impacts on the availability of Licenses to specific types of license holders, such as those with very large
boats and/or near the upper part of the size designation range.

Vessel license and endorsement caps are discussed in the analysis. The options range from no limit to a limit of
15 area licenses and/or 15 fishery/area endorsements per person. Each option has a grandfather clause. Any
particular option may or may 0ot be restrictive depending on how many vessels a person has and how may areas .
he normaily fishes. The choice of where to place caps on ownership will likely depend on the type of
licenses/endorsements adopted by the Council; i.e., at what level the umbrella license requirement is placed.

Buy Back Programs and Fractional License Systems

Buy back programs have been developed to reduce the number of vessels or licenses once a license limitation
program is implemented. Neither would be necessary if the initial allocation of licenses is restrictive enough to
effectively limit the capacity in the fisheries. The track record of buy back programs is fairly poor. In a program
envisioned as a first step toward a more comprehensive, market-based system (such as [FQs) the likelthood of
creating an effective buyback program is very small. Fractional licensing may hoid more promise, particularly
if the license program is envisioned as a long term solution.

Community Development Programs

Two types of programs are discussed, one that would set aside a percentage of the harvest quota, and ope that
would establish special license. A set aside of the harvest quota would have the most direct benefit, but would
also reduce the amount of fish available to the remaining non-CDH) fleet and exacerbate capacity problems in
those fisheries. Creating additional licenses does not appear to be consistent with either the goals of the CDQ
proposals or the goals of the Council for addressing problems in the remaining commercial fleet.

Two Tier Skipper License Option

This is discussed in Section 3.4 of this document.
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General Conclusions Regarding The Social and Economic Impacts of the Reference Configurations

In general it appears that the universal configuration is less of everything in a license program. It is less limiting
than other options, and therefore less effective. 1t is also less disruptive and would appear to have fewer negative
impacts on Alaskan residents. The same cannot be said of the explicit configuration, which appears to have some
of the necessary ingredients for an effective license program, particularly in the GOA, where the fleet and
harvesting capacity is cut back substantially. These cut-backs could prove to have negative social impacts,
particularly in Alaska coastal communities. ‘

Any license program will produce winners and losers. The winners will gain access to fishing opportunities given
up by the losers. If the same amoumt of fish is barvested, it is likely that the overall benefits to the nation will
remain largely unaffected. If however, the reduction in harvesting capacity falls below that necessary needed to
harvest the OY, a loss to the nation may be seen. This will very likely result in new capital flowing into the
fishery. Because existing capital in the form of unlicensed vessels would be idled,-a pew-influx of harvesting
capacity would be of questionable merit to the nation. This is the catch-22 of license programs. In order to be
effectiVe, a license limitation program needs to cut back the fleet and the participants in the fisheries. Once the
hard cuts are made however, the remaining fleet will still be locked in a race 1o harvest the resource.

Potential benefits from any license program have to be weighed against other costs and standards as well.
Management and enforcement of a fishery specific license program as developed in the explicit configuration,
could well prove more costly, than any gains to the nation from the license limitation program. These will be
discussed in Chapter 4 of this document. The last section of this chapter will discuss other issues which have
been linked to the license limitation program.

Linkages to Future Actions

As with the No Action alternative, the pctential impacts of a License Limitation program must be viewed pot in
a vacuum, but rather in the context of other potential actions which may be taken by the Council either
concurrently or at some point in the future. Under the No Action alternative, we discussed some of the other
potential actions which may be taken which would affect the evolution of status quo, including a vessel
moratorium (may be resubmitted), inshore/offshore/CDQ extensions, total weight measurement, full utilization
or harvest priority programs, and IFQ programs for groundfish and crab. In the case of the License Limitation
alternatives, some of the specific proposals include direct linkages to future concurrent programs. These linkages
are discussed in this section.

For example, the State of Alaska's original proposal for a groundfish license program (GLS) contained, in
addition to specific license provisions, the following provisions: (1) full retention of all species for which a TAC
exists, except PSCs, with a minimum requirement for food grade utilization, (2) total catch measurement for ail
vessels participating in the license program, (3) a phased-in transition to an IFQ program, and (4) an explicit
inshore/offshore allocation based on 1993-1994 averages for each species/area, Each of these proposals
represents a significant action, in and of itself, aside from the provisions of the license limitation program chosen
by the Council (if chosen). As such, they have been bifurcated from the license limitation analysis and are being
analyzed and considered on separate, but concurrent, tracks.

The concept of imposing a Full Retention/Utilization mandate adds further complexity to the enforcement
functions required. In addition to enforcing directed fishing standards on an individual basis, this requirement
will create 'instant bandits' of a significant number of vessels who catch, and are forced to retain, species for
which they have no license. This will depend, of course, on the strictness of the allowable catch percentage for
species for which a vessel has no license. These concerns would also be mitigated to the extent that vessels are
able to alter their behavior to avoid species for-which they have no license, one of the intents of the proposal.
This proposal is being analyzed and considered on a separate, but concurrent, track and the more fully developed
cost and benefit implications of the proposal will be available when that study is completed Such a program
should be judged on its own merits, even though it is explicitly linked to license limitation in the State of Alaska
GLS proposal, because it could be implemented in the absence of a license limitation program.

The proposal also contains an explicit transition from the GLS 10 an IFQ program, where the IFQ program is

based on, and would replace, the GLS system. QS/IFQ would only be awarded to GLS license holders and, the
eventual QS/TFQ allocation would be at least partially based on a license holders' performance under the GLS
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program. This performance under the IFQ program would be based partly on catch history and partly on bycatch
performance, with a penalty for 'dirty fishing,’ via the Harvest Priority Multiplier. One aspect of this transition
period, basing IFQ allocations on catch history during the GLS program, could tend to exacerbate the current race
for fish, and all the attendant problems, as license holders attempt to maximize their landings. On the other hand,
the Harvest Priority Multiplier envisioned in this proposal may counteract this tendency, as fishermen alter fishing
behavicr to lower bycatch of PSC species. One of the intents of the proposal is to rectify bycatch/waste problems
in the fisheries pror to allocating IFQs, as opposed to basing IFQ allocations entirely on historical fishing
practices.

One of the advantages of implementing the license program as a first step in a phase-in approach would be to
provide some stability for qualified participants, in terms of knowing who is in and who is out in future limited
entry development. They would also have a good indication of the species for which they would be eligible, via
their license designations during the transition. Controversial decisions regarding IFQ recipients, and how much
they would receive, may be mitigated by this approach as it defines early on what-the rules of thegame will be.
These types of decisions have been a crucial smmbling block for the industry and Council in previous IFQ
discussions. However, some hard allocational decisions will have to be made in the more immediate context of
the license limitation 2lternatives. :

The inshore/offshore issue is also a potential linkage issue as the Council proceeds with development of a CRP
program, whether it be a license program, IFQs, or some phase-in approach. With the current split scheduled to
expire at the end of 1995 (along with the pollock CDQ program), the Council has initiated an analysis of
continuing the current allocations for 1996 and beyond. As with the other proposals discussed in this section,
this amendment could be pursued regardless of action on license limitation.

One other item of note when discussing linkages is the proposal for a Mandatory Skipper Reporting System. As
a link to eveatual IFQs, this mechanism offers an opportunity to rectify data deficiencies which have, in the past,
plagued any attempt to evaluate ‘skipper crew member options' in IFQ analyses. Regardless of action taken by
the Council on specific license limitation options contained in this amendment, this proposal would be easily
implemented and would provide data for more meaningful evaluations in the future.

Analysis of Crab License Limitation Alternatives

As with groundfish, the proposed crab license limitation program, analyzed in Section 3.2.3, consists of five
major components which will define the initial recipients and ultimate configuration of the program: Nature of
Licenses, License Recipients, License Designations, Qualifying Period, and Landing Requirements. The options
within each of these are fewer, simpler, and more straightforward than for groundfish and are summarized below
along with a summary of the Transferability, Ownership, and Use provisions.

The analysts developed two referesce configurations for crab around which to structure the analysis, the 'CRAB"
reference configuration and the "CURRENT" reference configuration. The "CRAB" configuration consists of
a species/area specific license issued to current owners, designations by CV/CP and vessel size category, a
qualification period of 6/28/89 - 6/27/92 (except for Dutch Harbor red king and Pribilof blue king crab), and
a single landing requirement. For comparison, the "CURRENT™ configuration is basically the same except that
it examines participants from the 1993 fisheries.

Nature of Licenses

Three options exist for crab: (1) a single license good for all species and areas, (2) species specific licenses, and
(3) species/area specific licenses. As with groundfish, the choice here will not affect the total pumber of initially
licensed vessels, which is most defined by the choice of qualification period described below. Rather, the
implications rest in flexibility, mobility, and potential fleet expansion. If an umbrella license is required, with
separable and transferable endorsements, then the total number of vessels is capped, with endorsement transfers
allowed. The species specific nature of crab licenses does not likely hold the types of enforcement complications
as a species specific groundfish license due to the nature of the crab fisheries and the fact that they are afready
managed on a species/area basis.
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License Recipients L
Along with allocations to current vessel owners, there is an option to allocate licenses to permit holders in the crab
license limitation program. The choice under this component has major implications for initial and fumre
nurnbers of vessels (capacity) operating in the fisheries. The information in the analysis shows that a total of 354
vessels made crab landings in 1993, compared to 551 licenses which would be issued to current vessel owners
under the "CRAB" reference configuration, which requires a landing between 6/28,89 and 6/27/92. Adding
permit holders to the initial .allocation could create double, or more, the number of initial licenses. If these
additional licenses can be applied to new vessels, the implications to the already overcapitalized fisheries are
significant and detrimental.

License Designations

Regardless of the initial number of licenses granted, and the nature of such licenses, the license designations
which affect upgrades and transfers will significantly affect the future growth in capacity. As with groundfish,
potential designations include CV/CP and/or vessel length categories, along with the 20% rule associated with
the moratorium. The Council may choose any or all of these designations, with the CV/CP designation and the
20% rule being the most effective at imiting future capacity increases,

Qualification Period

Two options are included for crab: (1) 1/1/78 to 12/31/93 and (2) 6/28/89 to 6/27/92. Reaching back in time
to 1978 will grant many more licenses than currently participate in the crab fisheries, likely exacerbating the
problems the Council is attempting to address. This option would allocate 707 total vessel licenses, compared
to 551 under the more restrictive qualification window. In 1993, 354 vessels participated in these fisheries.

Minimum Landing Requirements (MLR)

The first option requires only a single landing for each species, while the second option requires a single landing
for red and blue king crab, with a 3 landing minimum for brown king, opilio, and bairdi crab. The only difference
will be the number of vessels qualifying for these latter three fisheries, if species or species/area licenses are
adopted. Using the species/area license (or endorsement) concept, the first option creates 1,811 such licenses
while the second option reduces this number to 1,615. Usnder the endorsement concept, the total number of
vessels would remain the same, 551 under the "CRAB" reference alternative. If the Council adopts only a species
designated license (endorsement), the number drops to 1,375, again noting that the total number of vessels is still
551, again assuming the more restrictive qualification window.

Transferability, Ownership, and Use Provisions

All of the principle findings associated with transferability and use for groundfish hold true for crab. An
additional consideration for crab is the concept of an Individual Transferable Pot Quota (ITPQ) for the crab
fisheries. This concept is discussed in detail in Appendix V; in summary, it offers the potential for an effective
means of capping capacity, while allowing for the greatest flexibility in fishing operations, noting that these
attributes exist with or without the imposition of a limited license.

Conclusions Regarding Crab License Limitation

Compared to the various alternatives under consideration for groundfish, the potential crab license program
configurations are relatively simple. As seen in the collection of tables, the alternatives under the crab license
limitation program would create more licenses than participated in the current fishery. Under the "CRAB”
reference configuration, some current participants would be cut from the fishery, but only those which entered
the fisheries after the Council's June 24, 1992 Control Date. Many vessels and owners would receive licenses
who are BOt CurTent participants, as exhibited by the 551 licenses which would be allocated, compared to the 354
which fished in 1993. Reaching back to 1978 for inclusicn would allocate 707 licenses, many to persons no
longer active in the fisheries, and likely a number which far exceeds that necessary to economically harvest the
available resource, particularly copsidering recent closures and harvest reductions in two of the most important
crab fisheries. .
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Because none of the configurations under consideration actually reduce the numbers of vessels (capacity), and
because the qualification windows are fairly liberal to recent participants, they cannot be expected to have any
major distributional impacts or cost-benefit impacts. None of the options would cause perturbations to the 'status
quo’, either in total or within any geographic or regional perspective. As such, no major economic or social
impacts are expected to occur with implementation of any of these options. Additional administrative and
enforcement costs may be the most significant economic impact of a crab license limitation program. An ITPQ
program would have the potential to generate some positive rents to the crab fisheries and provide a mechanism
for market driven allocations of effort. Further refinement of the details of such a program need to be made if
this is an avenue the Council wishes to pursue.

Social Impact Considerations

From the beginning of the CRP process in 1992, the industry and Council bave expressed. concern over the
potential social ramifications of a comprehensive limited entry program of the scale-being-contemplated. This
concern was particularly acute relevant to the prospect of an IFQ program which would cover all of the groundfish
and crab fisheries, and would privatize these fisheries indefinitely, with specific assignment of harvest rights.
In the summer of 1994, Council staff organized a group of leading experts in the fields of social science, with an
emphasis on fisheries experience. This Social Science Steering Group played a key role in developing a Request
for Proposals for a social impact study relevant to the major limited entry alternatives under consideration by the
Council. Impact Assessment, Inc., was awarded the contract to conduct the study which will consist of detailed
fleet sector profiles (as requested by the Council) and a limited impact assessment of the major limited entry

alternatives.

Combiped with the Community Profiles developed under separate contract, the Council will have comprehensive
social information to aid in their decision making process for CRP. The Community Profiles cover 127 Alaskan
coastal communities and a dozen Pacific Northwest communities, with an emphasis on describing each
community’s involvement in the fisheries. These Profiles are being finalized and will be available concurrently
with public review of the license limnitation analyses. The more detailed industry sector profiles and limited social
impact assessment are also being finalized and will be available in October 1994 as well. When these studies
were initiated, the Council was primarily concerned with the potential impacts of an IFQ program, but aiso
wanted the analyses to cover simple license limitation. With IFQs on hold at this time, the studies will likely
remain relevaot to a decision on license limitation. Depending on the Council's timing for a public review

package for license limitation, these studies should, as noted above, be available simultancously for public review.
They will constitute part of the overall amendment package for Secretarial review of any Council
recommendations on limited entry alternatives.

In order 1o round out the social impact work being conducted, the results of the economic/distributional analyses
contained in this document will be provided to IAI for additional work specific to the major license limitation
alternatives under copsideration. Distributional results of three to four core alternatives will be evaluated and
tied together with information in the baseline study conducted already by IAL This follow up study will be
included in the license limitation analytical package under review in the fall of 1994.

Administration and Enforcement .
Chapter 4 of the document is reserved for this part of the apalysis.

Environmental Assessment

In general, a license limitation program is not expected to significantly affect any of the species under
consideration, other non-target species, mariné mammals, seabirds, endangered or threatened species, or the
physical or human environment relative to continued status quo (No Action). The manner in which the fisheries
are prosecuted and managed will not change under either alternative, rather it would define the participants
eligible 1o engage in such fisheries.

When evaluating the potential configuration of a license limitation alternative, from among the various elements
and options under consideration, the differences of concern are primarily in the numbers of licenses which are
allocated and would be'allowed to operate in the fisheries. Alternatives which increase the number of potential
licenses (vessels), beyond those currently operating, have the most potential to increase environmental effects
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associated with the race for fish. Compared to status quo open access however, any alternative which caps the
fleet is expected to lessen the effects of commiercial fisheries on the environment. Alternatives which actually
reduce the numbers of vessels will further lessen these effects. None of the alternatives under consideration is

expected to result in significant impacts.

Summary and Conclusions

Economic Impacts

In summary, none of the proposed actions would have an annual effect on the economy of more than $100
million, nor would they trigger any other provisions of Executive Order 12866 which would invoke a finding of
‘economic significance.” Continved status quo is likely to result in the continvation of the overriding problems
in the fisheries identified in the Council's CRP problem statement. Cvercapacity and overcapitalization of the
industry will likely occur despite the current economic rent dissipation-in the fisheries: The 14 specific problems
which result-from continued entry and capitalization will likely be exacerbated. A decrease in the net benefits
to the nation derived from these fisheries will be the mevitable result.

Relative to the status quo, the license limitation alternative has the potential to prevent further deterioration of
economic benefits, or to generate additional econcmic rents, depending on the options chosen within that
alternative. For these benefits to occur, a license limitation program would have to be adopted which caps the
fleet at somewhere near its current levels. These net benefits can be characterized as short term benefits, which
will likely be dissipated over the long term as incentives are created to increase individual vessel catching
capacity. This is the fundameatal shortcoming of license limitation programs, though Section 3.2.1.2 describes
some conditions under which additional rents could be sustained over the longer term. These conditions include
effective cap. u.xty limitations, License buy-back programs, fractional licensing systems, or some combinations
thereof, though it is not expected that a viabie buy-back program could be implemented when there is a perception
that this license limitation program is an interim step towards eventual IFQ allocations.

Any configuration of a license program which qualifies significantly more vessels than currently participate will
not result in net benefits, even over the short term, and may actually exacerbate the fundamental problems in these
fisheries. In the absence of additional regulatory programs, any license limitation program (based on the current
suite of elements and options) will not significantly address the overall CRP problem statement, but may partially
address some of the problems, under certain conditions (these are discussed below). A license limitation program
could also provide sotme stabilization for the industry as a whole, relative to open access, in terms of identifying
the field of participants while more comprehensive management solutions are being developed. In this sense, the
effects of a license limitation alternative can also be viewed in the context of being an interim step towards a more
comprehensive management solution.

The analysis focuses largely on the distributional impacts of various license limitation sub-alternatives. The
choices in designing a license limitation program will figure heavily in the overall success of such a program, and
in the program’s ability to achieve specific management objectives. The potential for limited, short term benefits
must be weighed against the expected administrative and enforcement burdens placed on the implementing
agencies. The license program will take on greater importance in capping growth if the proposed moratorium
is not implemented.

Section 3.2.2.8 of the analysis delves into some of the impacts of the distributional results, with an emphasis on
implications to various industry sectors and geographic regions. One of the key findings of this section is that
the total numbers of licenses, by either sector or region, must be viewed with some caution when assessing
potential impacts to these industry sectors or regions. Although the total number of licenses allocated to a
specific tégion may be fairly consisteat with recént participation patterns, these licenses will not necessarily grant
the allocant the fishing opportunities or flexibility to which they are accustomed. An example rests in the species
endorsement concept for groundfish, where many vessels qualify for some area licenses, but not all, and for the
areas in which they do qualify, their species endorsements may be very limited.

Addressing the Problemn Statement
The alternatives under consideration include continued status quo (no action) or implemeatation of some form

of Licenss Limitation program. There currently exists an extremely wide range of possibilities for the specific
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elements and provisions of a License Limitation program. Selection of a Preferred Alterpative will aid in a more
definitive evaluation of bow the program addresses the 14 probiems outlined in the Council's CRP Problem
Statement. A preliminary evaluation is provided below. The numbering of the problems is not intended to reflect
any prioritization.

Under status quo, without a vessel moratorium, this problem will not likely go away and will be exacerbated as
additional vessels are allowed to enter the fisheries. A License Limitation program could address this problem,
at least in the short term, if a restrictive window of participation is required for qualification. Some of the options
under consideration achieve reductions in vessels, particularly in combination with minimum landings
requirements. Any of the options which do not reduce the current numbers of vessels will not address Problem
#1. A Full Retention mandate, being considered separately, may also positively address this problem by
effectively reducing harvesting capacity (in order to match processing capacity). - -

However, even if short term gains -are derived by a reduction of effective harvest capacity, they will likely be
quickly diffused by capacity increases, as has been exhibited by virtually all License Limitation programs in
existence. An effective License Buy-back Program would be one method which would tend to maintain the
benefits beyond merely the short term. Again, an effective buy-back program has not been developed, and would
be unlikely under a License Limitation program which is viewed as an interim step towards eventual IFQs, and
which defines the 'players’ to be included in such allocations.

Status quo fisheries management is predominately driven by allocation and preemption conflicts between industry
sectors striving for raw fish product, PSC bycatch apportionments, or rights to processing. None of the
alternatives contained herein will, in and of themselves, address these allocational issues. Inshore/offshore
processing allocations, for example, are being addressed separately, and similar issues would continue to arise
under either the status quo or license limitation alternatives. There are certainly allocational decisions which
could be made within the context of this amendment; however, some of the primary driving forces in fisheries
allocational disputes, such as bycatch apportionments, would remain unresolved. The option to designate licenses
by inshore or offshore would restrict transfers between those sectors, but do little to alleviate overcapitalization
problems within sectors or allocatiopal problems between sectors, if a separate inshore/offshore allocation is not
implemented.

EIQbI:m #3- Exﬁﬁmpﬁﬂn CQDﬂiQIS mnlggn oga[l}ms

During the developmeat of the License Limitation alternatives, license designations by gear type were explicitly
excluded from further consideration. Such designations may have reduced future preemption conflicts to some
degree, depending on transferability and use provisions. However, even gear designations would not have
necessarily solved many of the presmption issues facing the industry and the Council. Unless specific allocations
of TAC and PSC bycatch are made up front, as has been done with BSAI Pacific cod, such preemption conflicts
would likely continue to face fisheries managers. Current alternatives under consideration do not directly address
this problem. .

This problem is primarily a function of excess capacity and as such is subject to the same findings as in Problem
#1 - that is, if a program is adopted which reduces, or at least effectively caps, fishing capacity, then it may
address Problem #4. A License Limitation program, for example, will define the field of participants, but
contains no inherent incentives to reduce or alter the race for fish and the attendant gear crowding problems. The
proposals for a crab License Limitation program include a potential Individual Transferable Pot Program (ITP),
which could directly address this problem by effectively capping capacity and allowing a market based
allocational mechanism, However, it may be worth noting that 1t is the ITP, not the License, which is the
mechanism for a.ddrcssmg this problem.
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Norne of the alternatives directly addresses this problem in thc groundﬁsh and crab fisheries under consideration.

The fixed gear halibut and sablefish fisheries are scheduled to operate under an IFQ program beginning in 1995
which is cxpected to directly address this problem. Much of the lost gear problem is a function of the race for

fish and overcapacity. A License Limitation program which effectively reduces fishing capacity, and slows down
the race for fish, may mitigate this problem.

As with otber problems associated with the race for fish, bycatch loss of groundfish, crab, and other non-target
species may be reduced by a management regime which alleviates the race for fish. None-of the alternatives
herein directly address this problem, though a License Limitation program which reducescapacity could
conceivably constrain the derby nature of the fishery. Bycatch loss of non-target groundfish and crab species may
be alleviated by a full retention mandate, an alternative which is available under either status quo or License
Limitation. However, the full retention proposal does not include a mechanism for addressing bycatch and waste
of PSC species such as halibut, salmon, and crab, which are not fanded for regulatory reasons.

A '"Harvest Priority Muitiplier,' as contained in the GLS proposal offered by the State of Alaska does offer an
incentive to reduce bycatch of PSC species by tying a vessel's performance under the License program 1o future
IFQ accrual. Because this particular proposal would affect future IFQ allocations, it will be more fully analyzed
when detailed IFQ analyses are undertaken. Similar to a VIP program, the 'multiplier’ concept could be
implemented under status quo as well as a License Limitation program. Similarly, the original 'Harvest Priority’
proposal from the Alaska Marine Conservation Council (AMCC) is designed to address the issues contained
under Problem #6 (and Problem #7), and could be implemented separately from any proposed action contained
herein.

As with #6 above, the alternatives contained in this document directly address this problem only if combined with
some other action such as a Full Retention, Harvest Priority, or other program which relies on individual
accountability.

Although a License Limitation program does have some ability to reduce effective fishing capacity, at least in
the short term, it will not eliminate the basic detby nanmre of the fisheries and, therefore, is not expected to address
this problem to any significant degree.

Economic instability caused by short seasons and preemptions will not be significantly addressed by any of the
alternatives contained herein. However, some economic stability in industry sectors, and even communities, may
be achieved under a License Limitation alternative by virtue of defining the field of participants in the fisheries,
and reducing the fleet to a level which lengthens the fishing seasons. Defining the players alone may provide
stability to industry participants who now know where they stand in terms of present and future fishing privileges.

Future discussions and development of more comprehensive programs, including IFQs, may be facilitated by
adoption of an interim License Limitation program.
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As part of the original inshore/offshore amendment and the sablefish/halibut IFQ amendment, the Council has,
through the allocation of CDQs, addressed this problem to a significant degree in the BSAL The current License
Limitation proposal also contain options for additional set asides of CDQs for the saine groups of communities
involved in the existing CDQ program. The pollock CDQ program established in 1992 is scheduled to sunset
after 1995, unless rolled over by Council action. Any additional set asides established as part of this amendment
would likely increase the benefits to these communities relative to Problem #10. This action could be taken by
the Council independent of approving a License Limitation program. Some of the License Limitation altemnatives
may actually diminish the prospects for some communities, not necessarily involved in CDQ programs.

Many of the problems associated with marketing aspects of the fisheries are a result of the race for fish and the
attendant inability of fishermen and processors to tailor their operations to optimal markets. Neither continued
status quo nor license limitation is expected to significantly change this situation.

Problem #12:  Possible i . is, seabird e hahitat,

As described in the EA section of this document, none of the alternatives under consideration is expected to
significantly affect marine mammals, seabirds, endangered species, or the marine or human environment. Fishing
practices under any of the License Limitation alternatives is likely to be similar in nature to current open access
fisheries. However, any alternative which reduces fishing capacity and the race for fish may have the effect,
though not likely significant, of reducing potential impacts. Moreover, the Full Retention mandate proposed
separately could complement any such positive effects by slowing down the race for fish and reducing catch of
noo-target or undesirable fish. The overall effect of such a progra.m on total removals from the nutrient flow of
the ecosystem is, however, undetermined.

As noted earlier, any of the potential economic benefits of a2 License Limitation program, even a fairly restrictive
program, are likely to be short-lived. Long-term, sustainable economic benefits may be attributed to a License -
Limitation program only from the perspective that such a program is a necessary first step in a sequential
decision-making process for the overall CRP initiative. The License Limitation program itself is not expected
to provide these types of benefits.

Under the status quo (mo action) alternative, the current enforcement regime will continue to be in place as
modified by other action taken by the Council and NMFS. The License Limitation alternatives, even in the
simplest form, have little or no capacity to reduce the complexity of this enforcement regime. Enforcement
mechanisms under License Limitation will be similar to those under status quo. Some of the License Limitation
alternatives do have the capacity to increase the complexity of the enforcement regime, particularly those that
assign species specific licenses (see discussion in chapter 4). If combined with other, concurrent actions such as
the Harvest Priority Multiplier, the complexity would likely be further increased. For exampie, the multiplier
concept would function in many ways like an expanded VIP program, coupled with monitoring and enforcement
of specific license endorsements.

In addition to the 14 specific problems identified, the Council's Problem Statement refers to an "overriding
CONCern to maintain the health of the marine ecosystem to ensure the long-term abundance of the groundfish and
crab resources.” To this end, there does not appear to be significant differences between the major alternatives
under consideration: Status Quo and License Limitation. Under either alternative, fisheries would continue to
be managed similarly, from the environmental perspective. Though there are proposals, such as Harvest Priority
and Full Retention, which are aimed at minimizing the ecosystem impacts of commercial fisheries, these programs
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could be implemented under either a License Limitation program or. under continited Status Quo. Many of the
issues for which the CRP process was initiated invoive econotmiic allocations of the resource.

Other Applicable Laws

Magnuson Act (Executive Order 12866) and NEPA requirements for actions ¢ontemplated by the Council (and
SOC) are addressed in Chapter 3 and 5 respectively, where we evaluate the expected economic and environmental
consequences of the alternatives under consideration. Proposed action is also required to be consistent Wwith seven
National Standards, and Section 303(b)(6) of the Magnuson Act, which outlines criteria for limited access
programs by the Council. Additionally, a fisheries impact statement is required which addresses the potential
impacts on participants in both affected, and adjacent, fisheries.

Cons it the Nariogal Standard

A definitive evaluation of the proposed action's consistency with the National Standards is difficult to complete
at this time due to the large array of alternatives under consideration. At this time, we will attempt a generic
evaluation, which includes the range of potential license limitations program configurations. A supplement to
this section will likely need to be completed at a point when the Council determines a Preferred Alternative; i.e.,
the specific form of License Limitation it wiil be forwarding to the SOC. A preliminary evaluation for each
National Standard is included below:

Cptimum yxeld (OY) is defined as the amount of fish which will provide the greatest overall benefit to the Nation
inchuding maximum sustainable yield (MSY) as modified by any relevant economic, social, or ecological factors.
Under either the status quo (No Acton) or License Limjtation alternative, the overall way in which the fisheries
are managed will not change significantly. Annual TACs will still be specified as they are currently, and
" achievement of species TACs and PSC caps will be monitored by NMFS. Within the aiternatives under
consideration, there are, however, sub-alternatives which could effect the attainment of OY. For example, one
option under consideration is to, in effect, prohibit directed fisheries for rockfish in the GOA, by not issuing
licenses for that species. Arrowtooth flounder is also omitted from the list of species for which licenses would
be issued (under this particular alternative), but arrowtooth is not a species of relevance in OY considerations
at this time.

In the case of rockfish in the GOA, the annual estimated value of this fishery is in the neighborhood of $14-320
million, an amount which represents potendally foregone value to the Nation if fisheries for rockfish are
prohibited. It is possible that some of these rockfish, and therefore some of the value, will still be captured as
bycatch while prosecuting other fisheries. However, it is possible that a substantial amount of these species
would remain uncaught, depending on how restrictive the allowable retention rates are set. The Council and SOC
have recently implemented an explicit stock rebuilding schedule for POP rockfish in the GOA, which recognizes
surplus amounts of fish available for commercial harvest. Recent trends in the status of stocks for these species
indicate an increased abundance over levels seen in the last few years. Factoring in this increased abundance
would increase the potential loss' of OY if licenses are not issued for this species.

In developing this analysis, numerous current data sources were utilized in order to obtain the best information
available. Under implementation of any of the alternatives under consideration, the Council and NMFS would
continue to manage the fisheries using the best information available.
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Nothing contained in these proposed actions will alter the way in which fish stocks are managed relative to
National Standard 3. Current managemeat practice is consistent with this standard.

The greatest test of equity in allocating fishing pdvilcgmc is in determining which group of people are included
and excluded. None of the alternatives included in this document base qualification on state residency; rather,
the primary test of inclusion rests with parumpanon history in the subject fisheries. Decisions still need to be
made by the Council regarding who would receive licenses based on participation history from among the
following major groups: current vessel owners, past vwscl owners, and permit holders (sklppcr and crew
members, for example).

In regards to Community Development Quotas (CDQs) under cousideration, these are not considered to
differentiate between residents of different states because not all residents of any state are eligible to recei*= such
allocations. Although they are restricted to western Alaska, a relatively small percentage of Alaskans will receive
the benefits of such allocations, Furthermore, CDQ experiences to date indicate that the benefits of such a
program accrue to vessels not directly included in the CDQ allocations, through cooperative fishery business
arrangements. Many of the vessels participating in these arrangements are from states other than Alaska

The alternatives under consideration also contain provisions for limiting the amount of fishing privileges which
may be allocated, or subsequently acquired, by fishing entities.

Utilization of the fisheries resources will not be directly affected by any of the alternatives under consideration.
License Limitation will only define the eligible players of the game, but will not necessarily affect the utilization
patterns in the fisherdes. ¥ a full retention program is implemented in conjunction with either the License
Limitation program or the status quo, this could result in more efficient utilization of the resource. Again, such
a proposal is being developed and analyzed separately from this proposed amendment.

Though the results of a License Limitation program will undoubtedly include economic allocations, the primary
purpose of the proposal is to limit further entry in the fisheries and to provide a more stable operating
environment for fishermen. Further, this program is seen as a potential bridge to further, market based
management systems. As such, the program wﬂl dcﬁne the field of players, making future development of
broader CRP initiatives easier.

Though a License Limitation progi'am would assign specific fishing privileges in North Pacific fisheries,
ransferability and use provisions being considered allow for a significant degree of flexibility for fishermen to
respond to changes encountered in the fisheries in the future.
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Compared to the status quo, implementation of a hccnsc Limitation program will result in an increase in
administrative and eaforcement costs to the implementing agencies. These costs increase proportionately to the
degree of complexzty of the program. For example, a program which assigns species-specific fisheries licenses
will require monitoring and enforcement on 2 level comparable to an IFQ program (these issues are discussed in
detail in Chapter 4). This may be particularly true if coupled to some type of full retention/utilization mandate.
To the extent that this program is seen as a bridge to IFQs, for scme interim time period, it-may result in
unnecessarily high and duplicative costs, especially if the costs and infrastructures associated with an eventual
IFQ program are different in nature. If, however, similar administrative and enforcement infrastructures are
practicable, then duplication of costs may be minimal.

In a more immediate sease, costs associated with implementation of a complex License Limitation program may
be seen as unnecessarily high and duphcanve to the vessel moratorium passed by the Council. This is partcularly
true if the License Limitation program is viewed as only an interim measure in a step-wise CRP process, one of
the stated intents of the moratorium. At the time of this writing, the resolution of the moratorium is still pending,
stemming from the August 5 disapproval by the SOC. .It is possible that the moratorium will be revised and
resubmitted by the Council.

Segtion 303 (b)(6)

Under Section 303 (b)(6) of the Magnuson Act, the Council and SOC are required to take into account the
following factors when developing a limited access system: (A) present participation in the fisheries, (B)
bistorical fishing practices in, and dependence on, the fisheries, (C) the economics of the fisheries, (D) the

capability of fishing vessels used in the fisheries to engage in other fisheries, (E) the cultural and social
framework of the fisheries, and (F) any other relevant considerations.

Included in the broad range of alternatives under consideration (within the overall license limitation concept) are
various options for qualification criteria covering a broad range of present and past participation. These options
are evaluated for a wide range of fishery participants who depend oz the fisheries, including current vessel
owners, past vessel owners, permit holders, and skippers involved in the fisheries.

Much of the document is devoted to examination of the basic economic principles and theory conceming limited
entry, and in particular, license limitation. An even greater emphasis is placed on the distributional aspects of
the various alternatives as they relate to past, current, and future fishing privileges.

Treatment of social and cultural concerns is described in Section 3.5. The Council and analysts have devoted
considerable time and expense to capturing the social context of the subject fisheries through community profiles,
industry sector profiles, and current and scheduled impact assessments on fishery participants. A more definitive
assessmeqt of the program's consistency with 303 (b)(6) will depend on selection of a Preferred Alternative by
the Council.

Section 303 (a)(9)

Section 303 (a)(9) of the Magnuson Act requires that any plan or plan amendment submitted by the Council
include a description of the potential impact of such plan (amendment) on the participants in the fisheries and
on the participants in fisheries managed by adjacent Councils. The intent of the proposed license limitation
program is to stabilize the size and capitalization of the fleet operating in Council-managed fisheries while
allowing the industry and Council to further develop potential IFQ systems which more directly address the
underlying problems facing the fisheries . As such, the license limitation alterative does not resolve the
underiying problems of existing overcapitalization and excess effort in the fisheries, unless an effective buy-back
program is developed, but may prevent these problems from worsening while more comprehensive solutions are
being developed. The effectiveness of a license limitation program and the status quo have been analyzed as to
their respective abilities to achieve this objective.
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I Particinants in Affected Fisheri

The license limitation altemative would deny access to new vessels, but would not restrict the entry of vessel
owners or operators. Depending on the qualification window chosen, it is likely that any current participants in
th= fisheries, or at least any participants through the Council's June 24, 1992, control date would qualify for a
vessel license. Options for license designations would also restrict the ability of vessel owners to significantly
increase the capacity of their vessels. As a result, fishermen are not denied the opportunity to enter the fishery,
of to upgrade their vessels, so long as they draw from the existing capitalized fleet of qualifying vessels. Similar
provisions would allow for the replacement of lost or damaged vessels. Those vessels which bave fished in the
past, but ot in recent years, could be denied access under some of the license limitation options. Similarly,
vessels which have entered the fishery in the most recent year, or which may enter between now and
implementation of a license program, could also be denied access.

The consequences of still further capitalization of the fleet will contribute to existing conditions of mstabxhty and
financial risk for the industry, and will likely aggravate allocation problems throughout the fishery. In the face
of constant prices and catch quotas over the next few years, additional vessels and effort portend declining
average met returns, decreasing efficiency, and further reductions in season length. Associated problems
attributed to overcapacity and excess effort including discard and bycaich waste, high-grading, poor product
quality, and unsafe operations are perpetuated under the status quo alternative. Vessels remaining in the affected
fisheries would likely be impacted positively, relative to status quo, open access, under a license limitation
alternative.

I Partici in Adiacent Fisher

Under a license limitation alternative, it is expected that some vessels and their owners who are restricted from
participating in Council-managed fisheries will trn elsewhere. The effect could be 1o increase pressure on a
declining number of unrestricted fisheries, aggravating management problems in these areas. The entry rate of
first-time participating vessels in the Alaska FEZ fisheries over the past 15 years has averaged nearly 900 vessels
per year. Under the proposed license limitation alternative, some of these new entrants may simply redirect their
vessel acquisition to the pool of available boats that qualify, particularly in the case of a new participant whose
primary motivation is to fish the Alaska EEZ. Alternatively, new entrants also include fishermen whose
motivation is to utilize an existing vessel, and open access fisheries are the solution. Under license limitadon,
they will likely redirect their efforis to other open access fisheries.

Under the last scenario described above, the consequence of limited entry in one fishery is to transfer the
overcapitalization problem to another. Potential new entrants denied entry into the Alaska EEZ fisheries have
an increasingly small or number of open access alternatives availabie along the West coast. Within Alaska, many
of the commercially important state-managed fisheries such as salmon, sabiefish, herring, and GOA crab are
already operating under a limited entry program, affording protection from an influx of vessels unable to
participate in the EEZ. The federally managed sablefish and halibut fixed gear fisheries are scheduled to come
under IFQ management in 1995. There are certain niche fisheries that could come under pressure, however,
including minor groundfish species in Alaska state waters, or fisheries within the EEZ not presently covered by
a Council or state FMP.

Outside Alaska, the availability of open access fisheries is being reduced significantly due to the recent imposition
of limited entry in other areas, for example, the likely adoption of a vessel limited entry program in the Pacific
Council groundfish FMP off the coast of Washington, Oregon and California. As a result, it appears unlikely
that the limited entry altermatives proposed for the Alaska EFEZ will lead to an unexpected surge in participation
in these fisheries. To the contrary, these alternatives may prevent a surge in unanticipated new entrants displaced
from these adjacent fisheries.

The combined impact of the limited entry management programs either in ¢ffect or being considered off the West
coast may slow the unneeded flow of new capital and catching capacity into these fisheries. Capital investment
shifted out of the commercial fishing industry can be redirected to countless other productive ventures in the
economy. Less formnate are those vessel owners who find themselves or their boats denied access to the
fisheries. Owners of non-qualifying vessels may have the ability to purchase rights to operate in certain limited
entry fisheries, or sell their boats to other fishermen who possess these rights. However, recognizing that the
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industry is overcapitalized with excess fishing capamty 1t xs mev:tablc that owners of some excluded vessels will
incur fosses on their investment.

Impacts on Smalil Entities (Regulatory Flexibility Act)

The principal impact on small fishing enterprises due to this proposal will be a limitation on the entry of new
vessels. This may restrict the ability of new, small entities to enter the fishery, although access is not denied since
there is expected to be some pool of eligible qualifying boats available to new entrants. Premiums may develop
for certain types of vessels, owing to shortages of these classes, which would increase the cost to prospective
vessel owners. Aliernatively, small fishing firms owning non-qualifying vessels may experieace a decrease in
the value of their investment to the extznt that the vessel's opportunities have been limited, Based on projcctions
from the moratorium analysis, it is estimated that from 450-900 small vessels may enter the fisheries in any given

year.

The small vessel category has been documcntcd to account for a proportionately small share of the total catch
tonnage and revenues generated in the Council-managed fisheries. Nonetheless, the incomes earned by small
vessel owners may represent an important part of annual income to the affected fishermen. Five thousand dollars
of income from a halibut fishery may be vitally important to these small fishing operations. Access to the fishery
is not a trivial concern to many of these small scale fishermen, to the extent that they have few alternative means
outside of fishing for earning income. The impact of license limitation is to restrict the opportunities of some
small vessel owners, yet offer a stabilized economic environment for the majority of the affected small businesses.
The benefits accrue from preventing a further erosicn of per vessel net returns and operating efficiency.

Compliance costs for small business entities are expected to be minor, since the existing procedures for
applicadon and issuance of fishing permits will be used to verify participation. In summary, the proposed license
limitation program is not expected to have a significant impact on small business entities. The flexibility of open
access will be reduced, possibly limiting economic opportunities for some non-qualifying fishermen, but this
should be offset by increased stability and financial security for the existing participants in the Council-managed
fisheries.

Coastal Zone Management Act

The alternatives in this proposed amendment are consistent, to the maximum extent practicable, wii’i the
provisions of the CZMA of 1572 and would not conflict with State of Alaska laws or regulations.

Administrative and Enforcement Costs

The license limitation alternative poses several issues that will impact administrative costs, including: (1) the
determination of eligibility; (2) the appellate procedure; and (3) enforcement. Determining eligibility will require
the verification of a vessel's status based on the participation criteria adopted. The vessel participation file
generated as a part of this analysis may provide a basis for such a standard, but further refinement of the vessel
file, and automation of the application process will initially require the work of at least one technical analyst.

The cost of operating an appeals board depends on the size of its membership, and the length and location of its
meetings. The extent of appeals will also be affected by the qualifying criteria chosen by the Council; for
example, a minimum landings requirement would add to the potential numbers of appeals when compared to a
simple part1c1panon criteria. The cost and administrative requirements of the appellate procedure will be
influenced, in large, by the eligibility criteria employed. Given the size of the fleet involved, and the lack of prior
experience with such regulations, the appellate process might easily require the part time services of a two or
three person staff during the initial allocation period.

The procedure for enforcemment of the license limitation System is presuraably no different than the present permit
system. The issuance of a permit constitutes the right to operate in the affected fisheries, and vessels operating
in these fisheries without permits would be violators. Careful screening of applicants in the initial issuance of
permits is thus crucial to an effective enforcement program. However, to the extent that a license limitation
system might lead to greater violations, some change in permit procedures or increased enforcement personnel
may be required. Enforcement costs may also be affected significantly be the nature of the license issued under
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this alternative. A species-specific license, for example, may require much higher enforcement efforts than a
genperal license which is good for all species. Enforcement costs associated with the proposed alternarives will
likely represent the most significant costs to the implementing agencies.

Administrative costs in general will be influenced by the qualification criteria adopted. Highly restrictive
eligibility criteria, while supporting the goals of limited entry, may entail proportionately greater administrative
costs. Inthis regard, the expected benefits to be gained through specific license limitation provisions need to be
weighed against the potential differences in administrative and enforcement costs.
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1.0 INTRODUCTION

The Magnuson Fishery Conservation and Management Act (MECMA) established management authority
over all living resources within the United States Exclusive Economic Zone (EEZ) from 3 to 200 nautical
miles offshore. The MFCMA created eight Regional Fishery Management Councils, one of which is the
North Pacific Fishery Management. Council .(Council), to provide local and regional input into fisheries
management. The Council has authority over the fisheries of the EEZ of the Arctic Ocean, Bering and
Chukchi Seas, and the Pacific Qcean seaward of Alaska

Two major functions of the Council include development and maintenance of fishery management plans for
those fishenies under its authority in need of conservation and management. There are nearly 50 important
marine species in the waters off Alaska, although not all require Council attention either because they are
managed by the State of Alaska or an international convention, or industry interest is insufficient to warrant
a management plan. The Council has developed fishery management plans (FMPs) for Bering Sea/Aleutian
Islands (BSAI} Groundfish, Gulf of Alaska (GOA) Groundfish, BSAI king and Tanner Crab, Southeast
Alaska Troll Salmon, and Scallops. The Council also has authority under the 1982 North Pacific Halibut Act
to develop regulations, including limiting access, for participants in the Alaska halibut fisheries. Council
actions affecting halibut may augment, but cannot conflict with regulations adopted by the International
Pacific Halibut Commission.

A thorough analysis of proposed actions, covering the environmental, social, and economic aspects of the
resource and the fishery participants is required of all FMPs. Fisheries regulations developed by the Council
are required to meet numerous regulatory standards, and must be approved by the Secretary of Commerce
(Secretary). Changes to existing FMPs may require formal amendments to the affected plans, including
appropriate regulatory analysis.

The action analyzed in this proposed amendment is the implementation of a license limitation system
covering vessels in the designated crab and groundfish fisheries under the Council's anthonty. Such action
will require an amendment to the BSAI king and Tanner Crab FMP, the GOA Groundfish FMP, and the BSAI

Groundfish FMP.

1.1 Action Contemplated

This analysis addresses the Council's proposal for a License Limitation Program in the groundfish and crab
fishenies off Alaska. Action by the Council, and subsequent approval by the Secretary of Commerce
(Secretary), would result in a limited entry system consisting of issuance of a limited number of licenses to
fish for groundfish and crab off Alaska This program may be a first step toward a more comprehensive,
market-based management program such as individual fishing quotas (IFQs).

The goals adopted and actions taken by the Council must be framed within the general scope of the Magnuson
Act. Under the Magnuson Act, license limitation is considered to be a form of limited access management.
Section 303(b)(6) of the Magnuson Act provides authority to limit access to a fishery " . . . to achieve
optimum vield if, in developing such a system, the Council and Secretary take into account:

present participation in the fishery,

historical fishing practices in, and dependence on, the fishery,

the economics of the fishery,

the capability of fishing vessels used in the fishery to engage in other fisheries,
the culnyral and social framework relevant to the fishery, and

any other relevant considerations."

MY oW
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Other considerations bearing on the development of access control programs inciude the distribution of
economic and social benefits, transferability of fishing pnivileges, enforcement and monitoring costs, and
simplicity of the program which can enhance public understanding and compliance.

The Magnuson Act (Section 3(21)) further defines . . . The term 'optimum’ with respect to the yield from a
fishery, [as] the amount of fish—(A) which will provide the greatest overall benefit to the Nation, with
particular reference to food production and recreational opportunities; and (B) which is prescribed as such
on the basis of the maximum sustainable yield from such fishery, as modified by any relevant economic,

soctal, or ecological factor."

1.2 Purpose and Need for Action

When approving inshore-offshore allocations (Amendment 18/23) in 1992, the Council made a commitment
to develop and implement a "comprehensive and rational management program for the fisherdes by January
1, 1996," at which time, the inshore-offshore allocation and the attendant Cx program for pollock would
be scheduled to expire. The Comprehensive Rationalization Plan (CRP) would be 2 priority issue for Council
consideration and would examine, mitially, the following alternatives to the status quo:

1. Exclusive Registration: Require vessels to register to fish in a specific geographic area, while giving
up the right to fish in other areas. . .

2. Seasonal Allocations: Divide the TACs of specific fisheries into seasons.

3. License Limitation: Allocate a limited number of licenses. Participation without a license would be
prohibited. ,

4, Gear Allocation: Allocate a percentage of the TAC of specific fisheries to épcciﬁc gear groups.

5. Continue Inshore-Offshore Allocations: Continue the Inshore-Offshore allocation which sunsets
after 1995.

6. Community Development Quotas: Allocate some portion of the TAC of specified fisheries to
disadvantaged communities. The commumms could use their quotas when and how they saw fit
within existing regulations.

7. Trip Limits: Limit the catch of a given species in a given trip to less than a specified amount. The

pumber of trips would remain unlimited.

8. Individual Fishing Quotas (IFQs) for Prohibited Species: Allocate some percentage of the PSC cap
to each vessel. Vessels reaching their quota would have to suspend operations in fisheries where the
prohibited species occur. The quotas would be transferable.

9. Non-transferable IFQs for All- Species: -Vessels would be allocated some percentage of the TAC of
the various species. They could fish them when and how they desired, but once their quotas were
met they would have to quit fishing. Transfers of quotas would not be permitted.

10. Transferable IFQs for All Species: Vessels would be allocated some percentage of the TAC of the

various species. They could fish them when and how they desired, but once their quotas were met
thev would have to quit fishing. Transfers of quotas would be permitted.
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1L Auctions: Specified amounts of each Ispecics would be auctioned for a set number of years. This
alternative is not currently allowed under the Magnuson Act.

The first meeting to specifically consider CRP was in November 1992. Experts in the field of limited entry
were mvited by the Council to describe the applicability of IFQs to groundfish and crab fisheries off Alaska
At that meeting, initial CRP proposals from industry also were reviewed by the Council.

In December 1992, the Council approved a Problem Statement describing the need for and purpose of the
CRP'initiative. The Problem Statement consists of two introductory paragraphs followed by 14 symptoms
of the underlying problems they believed needed to be addressed:

Problem Statement

Expansion of the domestic fleet harvesting fish within the EEZ off Alaska, in excess of that
needed to harvest the optimum yield efficiently, has made compliance with the Magnuson
Act's National Standards and achievement of the Council's comprehensive goals, adopted
December 7, 1984, more difficult under current management regimes. In striving to achieve
its comprehensive goals, the Council is commuitted to: " (1) assure the long-term health and
productivity of fish stocks, and otber living marine resources of the North Pacific and Bering
Sea ecosystem, (2) support the stability, economic well-being and diversity of the seafood
mdustry, and provide for the economic and social needs of the communities dependent upon
that industry, and (3) efficiently manage the resources within its jurisdiction to reduce
bycatch, minimize waste, and improve utilization of fish resources in order to provide the
maximum benefit to the present and future generations of fishermen, associated fishing
industry sectors, communities, consumers, and the nation as a whole."

The Council's overriding concern is to maintain the health of the marine ecosystem to ensure .
the long-term conservation and abundance of the groundfish and crab resources. In addition,
the Council must address the competing and oftentimes conflicting needs of the domestic
fisheries that have developed rapidly under open access, fisheries which have become over-
capitalized and mismatched to the finite fishery resources available. Symptomatic of the
intense pressures within the over-capitalized groundfish and crab fisheries under the Council
jurisdiction off Alaska are the following problems:

L. Harvesting capacity in excess of that required to harvest the available resource.

2. Allocation and preemption conflicts between and within indusiry sectors, such as
with inshore and offshore components.

Preemption conflicts between gear types.

)

4, Gear conflicts within fisheries where there is overcrowding of fishing gear due to
excessive participation and surpius fishing effort on limited grounds.

5. Dead-loss such as with ghost fishing by lost or discarded gear.

6. Bycaich loss of groundfish, crab, herring, salmon, and other pon-target species,

including bycatch which is not landed for regulatory reasons.

7. Economic loss and waste associated with discard mortality of target species
harvested but not retained for economic reasons.
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"8, Concerns regarding vessel and crew safety which are often compromised in the race
for fish.

9. Economic instability within various sectors of the fishing industry, and in fishing
communities caused by short and unpredictable fishing seasons, or preemption
which denies access to fisheries resources.

10. Inability to provide for a long-term, stable fisheries based economy in small
: economically disadvantaged adjacent coastal communities.

l11. Reduction in ability to provide a quality product to consumers at a competitive
price, and thus maintain the competitiveness of seafood products -from the EEZ off
Alaska on the world market.

12. Passible impacts on marine mammals and seabirds, and marine habitat.
13. Inability to achieve long-term sustainable economic benefits to the Nation.

14. A complex enforcement regimen for fishermen and management ahke which
inhibits the achievement of the Council's comprehensive goals.

13 Management Background

After developing the Problem Statement and identifying an initial list of potential management alternatives,
the Council's energies became largely devoted to narrowing the alternatives down to those most viable in light
of the problems facing the fisheries. At the January 1993 meeting, the Council staff presented the list of
problems and the list of altemnative solutions to poll the Council, industry, and public in attendance with the
intent of identifying their perceptions of the most viable alternatives. The results are shown in Table 1.1.
For example, of the 47 respondents, 14 .felt that Exclusive Registration positively addressed Problem 1
{Excess Harvesting Capacity), while 33 indicated it did not address the problem.
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Table 1.1  Council, Industry and Public Poll Companng Alternatives and Problems
PROBLEMS

12| 3|45 |67 |8 ]9 w11 j12}13]14
Exclusive Regisration  + | 14 [ 25 J 18 |21 | 7 | 7 { 8 |13 |26 (22 7 |10 | 12]15
. - 33 0 22 | 29 | 26 | 40 | 40 | 39 | 34 |21 {25 |40 [37 35|32
Seasonal Allocations +[18 |18 119 [ 14| 9 [22 )20 |20 |22 )14 (27 |39]19]14
-| 29 | 29 | 28 {33 {38 |25 |27 {27 {25 |33 |20 9 (28]33
License Limitation +129 [ 25 ] 22 | 23 |19 [ 15 {11 |24 |24 [ 15 |18 | 19 | 25 | 21
-1 18 |22 |25 24 {28 |32 |37 |23 23|32 |2 2822|026
Gear Alfocations +113 |23 |37 |8 |21 [22 )19 |12 |21 {16 27|16 9
-1 34 | 24 {10 |2 l26.].25 28 |35 |25 |36 [31|20]31 ]38
Inshore-Offshore + 14 {2015 143 [6 |10]10f[25 )19 |12 /|11[11]?9
-1 33 |18 | 32 |33 |44 |41 {37 |37 |22 |28 |35 36|36 |38
CDQ Allocations + 9l | 8 jws |7 |1w]12]23 |35 {147 |153]S5
-138 {34 |39 |37 |42 |40 |37 [ 35|24 {12 |33 |40 | 34 | 42
Trip Limits +[ 1614 9 [1s})14]10] 8 17|17 |12[10]13]7]|S35
-] 31 )33 [ 38 | 32 ]33 |37 |39 {30 |30 |35 |37 |34 ] 40|42
TFQs for PSCs +1 26 | 24 | 24 |20 | 15 |36 {19 | 23 |27 14 |23 22|27 16
. {21 |23 |23 |27 [ 32|11 |28 |24 |20 |33 |24 25 }2 (31
Non-Transferable IFQs  + | 19 | 16 | 18 {20 | 19 [ 18 | 18 | 30 {23 |26 | 28 |19 [ 22 | 18
128 |31 |29 | 27 [ 28 | 29 |29 [ 17 [ 24 |21 |19} 28 | 25| 29
Transferable IFQs +(39 |35 |35 [ 10|31 {31 |28 |43 |37 |20 |40 ] 2939725
-l 9o b2 )12 3716|1619} 4 10|18 7 J18}) 8 |22
Auctions +l27 24 j 17 | 22|16 |16 |15 |28 18] 15123 15|19 |15
-l 20 )23 |30 [ 25 [ 31§31 |34 | 19|29 |32 |24 ]|32]28] 3

At that meeting, the Council staff presented their conclusions of the effectiveness of each of the alternatives:

1.

[¥3]

Exclusive registration essentiailly will divide the fishery into smaller races for fish. In the short term,
exclusive registration could spread harvest and alleviate preemption, and could possibly address
economic stability in fishing communities. Exclusive registration alternatives for Pacific cod and
pollock fisheries were considered by the Council in 1992 and 1993, but never approved for
Secretanal review.

Seasonal allocations could also lead to many shorter races for fish depending on the number of
different seasons. 'Def)éﬁc'ﬁn'g on the primary goals in the setting of the seasons they could reduce
bycatch or economic discards, alleviate vessel safety concerns, increase product quality and pricss,
address marine mammal concerns and could protect stocks during biologically sensitive periods.
Timing a season to address ope symptom, however, would very likely exacerbate other symptoms.

License Limitation could alleviate excess capacity if the number of licenses was set to match the
available resource. Licenses could be effective for species which do not operate under TACs such

Ly
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10.

11.

as crab. Since the allocation of licenses is an "all or none" proposition, they could be very
contentious. The Council studied and rejected license limitation for sablefish and halibut.

Gear allocations could address many of the symptoms including concerns over preemption, bycatch,
gear loss, marine mammals and product quality. However, as with the allocation of Pacific cod in
1993 and sablefish in 1986, the allocation process is very contentious. As seen in the sablefish
fishery, allocations can lead to multiple races for fish within the gear groups and, therefore, should
be viewed as short-term solutions.

Continuing the inshore-offshore allocations could address the concern over preemption across the
two sectors, but does little to address preemption concems within each sector. It essentially creates
two races for fish.

Community Development Quotas have proven very beneficial for the communities which received-
quotas under the inshore-offshore allocation. For the portion of the TAC set aside for these
communities, the race for fish has been eliminated, and consequently the communities have reported
improved quality and safety. CDQs improve the economic situation in the recipient communities,
but reduce the amount of fish available to other fishers and likely intensify the race for the remaining
TACs.

Trip Limits are generally viewed as forcing inefficiency on the fishing fleets. Unless the number of
trips is limited, there are no incentives to reduce capacity. Those sectors of the fleet best suited to
fish under the trip hmit will hikely be provided with some additional stability; other sectors, primarily
those with greater capacity, will face increasing instability, If all catch is counted against the trip
limit, this alternative could reduce economic discards, however, the monitoring and enforcement
costs of such a system would be high.

Individual Fishing Quotas (IFQs) for prohibited species could alleviate excess capacity and
preemption issues for those species for which PSC is a constraint. Because IFQs for PSCs will slow
the race for fish they could result in reduced bycatch waste, improved vessel safety, higher product
quality and prices and improved economic stability. In fisheries where PSC is not a constraint on
the fishery, they will have little impact.

Non-transferable IFQs for all species could address most of the problems and symptoms identified
by the Council, if the initial allocation were able to match the needs of each participant in the flest.
Given the great diversity with the industry, it is very likely that the initial allocation would be
extremely contentious. If the allocation did not match the needs of the fleet, there could be increased
bycatch, discards, and unfished quotas.

Transferable IFQs for all species appear to address all the identified problems with the possible
exception of marine mammals and enforcement concerns. IFQs address the undertying problems
caused by the common property nature of the resource and allows the market, rather than the
government, to allocate resources to those who can use them most efficiently. IFQs are pot a
panacea, they are administratively complex and potentially very difficult to monitor and enforce, and
they are viewed as a windfall profit for initial recipients. For individual and communities who do
not receive sufficient [FQs initially, it may lead to greater economic instability.

Auctions, which are really a mechanism for allocating IFQs, could address most of the Council's
identified problems. They would also eliminate the appearance of a windfall profit. Auctions couid
create some initial instability because of the immediacy of the transition to market-based allocations.
Auctions are not currently allowed by the Magnuson Act arnd could make it difficult for the Council
to achieve social objectives.
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As Table 1.1 shows, the Council and public clearly indicated that transferable IFQs could solve the greatest
number of problems facing the fishing industry. The Council then identified IFQs as the primary alternative
for analysis, but did not eliminate License Limitations from consideration. Much of the analytical effort
during 1993 was directed at building models to demonstrate economic impacts and potential net changes in
benefits accruing to the industry under varous forms of IFQs. Through the April and June 1993 Council
meetings much of the efforts of industry and the Council were directed at identifying the possible elements
and options within an IFQ or License Limitation program, noting that the preponderance of analytical
resources should be spent on IFQ development, and that License Limitation should be discussed only
qualitatively. .

Although IFQs generally were viewed as the alternative with most potential for solving the greatest number
of problems in the industry, an agreement as to who should receive the initial -allocation of quotas and how
much they should receive did not appear likely in the near term.  Without industry consensus, development
of an IFQ program was severely hindered. Nor had any experience been gained from the sablefish and halibut
IFQ system because of delays in implementation. In September 1993, the Council put License Limitation
back into the CRP analysis, equal in consideration to the IFQ alternative, and expanded the list of sub-
alternatives for analysis in both management systems. In Decemuber 1993, the Council tabled discussion of
CRP unti] the January 1994 meeting.

By January 1994, it was apparent that a comprehensive IFQ program likely would not be in place by the
January 1, 1996 deadline set for CRP. This was because of the lack of industry consensus on the specific
form of an IFQ program, the time required for analysis of the various IFQ (and license limitation) options,
the time required for Secretarial review if approved by the Council, and the time necessary for
implementation of the program once approved by the Secretary. At the January 1994 meeting, the Council,
at the suggestion of their Advisory Panel (AP), voted to expedite a license limitation system, with an IFQ
program as a potential second step in an overall, comprehensive rationalization program. One argument for
this approach was to stabilize the industry while developing a potential IFQ program, and to define the
participants for future [FQ allocations. Another argument was to allow for a period of time to observe the
results of sablefish/halibut IFQ program scheduled to go into effect in 1995. The Council staff was instructed
to dedicate the majority of their time to an analysis of the license limitation program and its various sub-
alternatives.

The Council clearly had not ruled out IFQs, however, it appeared clear to them that they could not be
implemented pror to 1996. Therefore, the license limitation program should be judged not only against the
problems and symptom listed above, but also examined as a path potentially leading to the eventual allocation

of IFQs.

1.4 Alternatives Considered

1.4.1 Alternative 1: No Action

The no action alternative leaves current regulations to manage the fisheries. This alternative also allows the
Council to continue to examine limited entry alternatives including License Limitation or [FQs. Further, the
no action alternative does not preclude the development of methods to improve the measurement and
reporting of harvested fish on individual vessels (total weight measurement), the development of methods
to improve the utilization of harvested fish (full utilization), or action on the Inshore-Offshore allocation
which is due to sunset December 31, 1995. Also under the no-action alternative, a myriad of other, more
traditional, management tools could be employed by the Council in the future.
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1.4.2 Alternative 2: License Limitation

Limit the number of licenses {or vessels) operating in the groundfish and crab fisheries with the possibility
that this would be a first step toward the goal of a comprehensive rationalization of the fisheries. The form
of the License Limitation program is being deliberated by the mdustry and the Council, and analyzed ir this

document.

Groundfish Licenses. The suite of Groundfish License elements and options is separated into two sets. The
first set deals with those elements that affect the initial assignment of licenses; the second deals with elements

that affect the ownership. use and transfer of licenses.

The following components are defined for initial assignment of licenses: -Nature of Licenses, License
Recipients, License Designations, Qualifying Periods, Landings Requirements for General License
Qualification, and Landings Requirements for Endorsement Qualification. These components are shown in
bold text with their accompanying options listed below. In developing a preferred alternative for the initial
assignment of groundfish licenses, the Council will need to choose gpe option from each component set.

The numbering scheme to the right of each option will allow alternatives and combinations of alternatives
to be easily identified. This list of elements and options is derived from previous versions and presentations
of the license alternative as shown i Appendix I.  Only "decision items” are included in this format.
Analytical directions incorporated into various motions, such as, the direction to analyze the management and
enforcement costs, are not included because the Council will not face a decision ‘choice' on this issue.
Management and enforcement costs are nonetheless studied and inciuded in this document.
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GROUNDFISH LICENSES
COMPONENTS AND ALTERNATIVE ELEMENTS AFFECTING INITIAL ASSIGNMENT

ANALYSIS FORMAT
~ Numbering
Nature of Licenses Scheme
Single license for all species and Areas . ... ... ... . e 100000
Licenses for FMP areas (l.e., GOA and BSAL) . ... .. oo e 2000C0
Licenses for FMP sub-areas (i.e.,, EG,CG, WG, BS,AD ....................... e 300000
Licenses for Pollock, P.Cod, Flatfish, Rockfish, and Other fisheries .......... ... .. .o iiiiiriiiniinnn. 400000
Licenses for Pollock, P.Cod, Flatfish, Rockfish, and Other fisheriesby FMP areas ........................ 500000
Licenses for Pollock, P.Cod, Flatfish, Rockfish, and Other fisheries by FMP sub-areas .................... 600000
Licenses for fisheries (see box) by FMP sub-areas . .. ... ..o e 700000
Licenses for fisheries (see box) by the following areas: EG,CG, WG, BSAL. ... ... ... . ... ... 800000
7 FisheriesSpecified Under Options 700,000 and 800,000
ESAl Esherv Ligenses: GOA Fishery Ligenses
Pollock, Pacific Cod, Atka Mackerzl, Yellowfin Sole, Other Flatfish, Pollock, Pacific Cod, Decp Water Flats, Shallow Water Flatfish
{ Rockdish, Squid {Fixed Gear), Rocksole, Turbots Atka Mackerel

License Recipients
LT3 9=+ Ll 105 Y- o0 10000
Current owner, then owner at the time of landing, then permit holders (noduplicate) ....................... 20000
Current owners, then permit holders (no duplicates) .. ... . .. i i 30000
Current owners, owners at the time of landing, and permit holders (duplicates allowed) ..................... 40000
License Designations
DO L =10 o e L= A 1000
Catcher vessels & Cateher/ProCeSSOIS - o oo u ottt ettt ettt et e e et et e a et eia e 2000
Vel Lot Lo e 3000
Inshore & Offshore ... ... .. .. . oo e e e . 4000
Catcher vessels & Catcher/processorsand vessellength . ... .. ... ... oo i 5000
Catcher vessels & Catcher/processors and Inshore & Offshore . ... ... ... oo o i i 6000
Inshore & Offshore and vessel length .. ... ... . L . e 7000
Catcher vessels & Catcher/processors, Inshore & Offshore, and vessel length ... ........................... 8000
Qualifying Periods
Jam 1, 1978 - Dec. 3L, 1003 o e e e e e 100
Jun. 28, 1989 - Jun. 27, 1002 L o e 200
Jun, 28, 1989 - date of final 8CHON . . .. ..ot e 300
Jan 1, 1990 - Dec. 31, 1993 e 400
The three vears priorto the date of final action . .. .. ... . oo e 500
Jun. 28, 1989 - Jun. 27, 1992 & the three years priorto the dateof final action . ............................. 600
Each of the three calendar years from 1/1/90 - 6/27/92 & the 365 days prior to final action,

except for fixed gear P. cod use 6/23/91 - 6/27/92 rather than 1/1/90-6/27/92 .. ... ................ 700
Landings Requirements For General License Qualification
Ome Lamaim g ... oo e e 10
WO la0AIES . . o e e 20
5,000 POURAS . . ... e e e e 30
L0000 POURAS . ...ttt e e 40
20,000 POUDAS . ... e e e 50
Landings Requirements for Endorsement Qualification
One landing in qualifving period .. ... e 1
Two landings in qualifying Period . . . ... .. e e 2
Three landings in qualifying peried ... .. .. .. e e e 3
Four landings in qualifving period . . .. ... . i e e e 4
One landing in year prior to cOURCL BCHOM . . . . .. ot ittt et ettt e et e e e e e e 5
Two landings in year prior to council GCHOM . ... .ttt e 6
Three Iandings in year prior $0 coUDCl GCHOM . . ... in ittt ittt et e e e 7

Four landings in year prior to counci action ........... ... ... ... iiaiaa.., e 8




In addition to options affecting the assignment of licenses, the Council has included options affecting the

These are independent from the initial assignment of licenses
and includes Who May Purchase Liccnsm Vessel/License Linkages, License Separability, Vessel
Replacement and Upgrades, License Ovmership Caps, Vessel License Use Caps, Vessel Designation Limits,
Buy-back/Retirement Program, Skipper Program, Community Development Quotas, Community
Development Licenses, and Other Provisions.

In developing a preferred alternative, the Council will need to choose ong element from each component set,
with the exception of "Other Provisions," from which the Council may choose none, or any number of the
options listed. The numbering scheme used above is not employed for these components because of the
independent nature of the components. .

GROUNDFISH LICENSES
COMPONENTS AND . __TERNATIVE ELEMENTS AFFECTING THE OWNERSHIF,
USE AND TRANSFER LICENSES
Who May Purchase Licenses
i Licenses could be transferred only to * pcrsons dcﬁncd under Title 46 U.S.C,
2, Licenses could be transfermed to "persons” with 76% or more U.S. ownership, with "grandfather” rights for license
recipients with 75% or less U.S. ownership (Title 46 U.S.C.).
Vessel/License Linkages
1. Vessel must be transferred with license
2 Licenses may be transferred without a vessel, ie., icenses may be applied to vessels other than that to which the license

initially was issued,

Options Regarding the Separability of Species and/or Area Designations

1. Species and/or Area designations are not separable, and shall remain as & single license with those initial designations.

2. Species and/or Area designations shall be treated as separable licenses and may be transferred as such.

3. Species and/or Arca designations shall be regarded as scpamblc endorscments which require the owner to also own &
general license before use or purchase.

Vessel Replacement and Upgrades

1. No restrictions on vessel replacement or upgrades, except that the vesscl must meet the "License Designations” defined
by the initial allocation.

2 Vessel may not be replaced or upgraded,

3 Vessel may be replaced or upgraded within the bounds of the 20% Rule as defined under the moratorium proposed rule.

License Ownership Caps

1. No limit on the number of licenses or endorsements which may be owned by a "person.”
2 No more than 5 area licenses per person with grandfather provisions.

3. No more than 10 area licenses per person with grandfather provisions,

4 No more than 15 area licenses per person with grandfather provisions.

5 No more than 5 fishery/area endorsements per person with grandfather provisions.

6 No more than 10 fishery/arca endorsements per person with grandfather provisions.

7 No more than 15 fishery/arce endorsements per person with grandfather provisions.

<

esse] License Use Caps
No limit on the number of licenses (or endorsements) which may be used on a vessel.
No more than 1 area license (endorsement) may be used on a vessel in a given year,
No more than 2 arca licenses (¢ndorsements) may be used on a vessel in a given year.
No more than 3 area licenses (endorsements) may be used on a vessel in a given year,
No more than 4 area licenses (endorsements) may be used on & vessel in a given year,
No more than 5 area licenses (endorsements) may be used on a vessel in a given year.

essel Designation Limits
A vessel which qualifies for multiple designations (i.c., both as a CV and as a CP or as both inshore and offshore) under

the use restricion compaonent will be able to participate undcr any designation for which it qualifies.
A vessel which qualifies for multiple designations under the use restriction component must choose one of the designations
for use.

TE DA
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Buy-back/Retirement Program

1. No buy-back/retirement program. '

2. Fractional licensc system. (Fractional licenses may be lssuod to vessel owners at the time of landing and/or permit
holders.)

3. Industry Funded Buy-back Program with right of first refusal on all transfers of licenses.

Two-Tiered Skipper License Program

1. Do not implement a Two-Tiered Skipper License Program.

2. Implement a Two-Tiered Skipper License Program.

Conununity Development Quotas,

L. . No CDQ allocations

2. - 3% of any or all groundfish TACs for CDQs patterned after current program w/o sunset provision.
3. 7.5% of any or all groundfish TACs for CDQs petterned after current program w/o sunsct provision.
4, 10% of any or all groundfish TACs for CDQs patterned after current program w/o sunset provision.
5. 15% of any or all groundfish TACs for CDQs patterned after current program w/o sunset provision.
Community Development Licenses.

1. No Community Development Licenses.

2. Grant an additional 3% non-transferable licenses to CDQs communities.

3. Grant an additional 7.5% non-transferable licenses to CDQs communities.

4, Grant an additional 10% non-transferable licenses to CDQs communities.

5. Grant an additional 15% non-transferable licenses to CDQs communities.

Other Provisions {Choose any or none of the following)
1 Licenses represent a usc privilege. The Council may convert the license program to an IFQ program or otherwise alter or

rescind the program without compensation to license holders.

2. Severe penaltics may be invoked for failure to comply with conditions of the license.

3 Licenses may be suspended or revoked for multiple viclations.

4. Implement a Skipper Reporting System which requires groundfish License holders to report skipper names, sddress, and
"service records to NMFS.

5. Develop and impiement mechanisms to collect management, enforcement costs and/or rents from the industry, including

taxes and fees on the industry,

i1 September 17, 1994 (9:57am)



Crab Licenses. The components and aiternative elements and options for a crab license limitation program
are set forth below in the same format as for groundfish. These were developed concurrently with the
groundfish alternatives and are similar in some cases, but tailored to the specific nature of the crab fishenes.
They are also divided into two sections: (1) those elements which affect the initial assignment of crab
hccnscs and are numbered, and (2} those elements and options which affect the owncrshxp, use, and transfer
of crab licenses. These elements and options are as follows:

CRrAB LICENSES
COMPONENTS AND ALTERNATIVE ELEMENTS AFFECTING INITIAL ASSIGNMENTS OF LICENSES
NUMBERING
SCHEME
Nature of Licenses
Single license for all specics ANd AMEAS .. .. ... .. it 10000
Licenses for species (c.g., C. opilio, C. bairdi, Red, Blucand Brown King Crab) ....... ... ... ....ciiiininnionn. 20000
$Licenses for cach specics/arca COMbBINATON . ... ... . ittt ittt i et e e et e e i e 30000
License Recipients
BT ¢ 41 T - AP 1600
Current owners and permmut ROIers .. L ... o e, 2000
License Designations
Norestricons .........ccvvmereurinnas r e e e ey 160
Catcher vessels & Catchcr/procssors ........................................................................ 200
L 1 Y- 300
ICatcher vessels & Catcher/processorsand vessel length ... .. .. . . e 400
Qualifying Period
Jan. 1, 1078 - e, 31, 1003 . ottt e et 10
*6/28/89 - 6/27/92 (6/29/80 - 6/25/83 for D.H. Red & 6/29/85 - 6/25/1988 for Prib. Blue) ... ... et een 20
Minimum landings
B o044V 014117 1
1 landing for Red & Blue King, 3 landings for Brown King, C. opilio, & C. batrdi ... ... . ... ... ... 2

In addition to the elements affecting the initial assignment of licenses, alternatives exist which affect the
ownership, use, and transfer of licenses once they have been issued. These are shown below. In developing
a preferred alternative, the Council should choose one elemeat from each component set {(component headings

are shown tn bold text.)
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CRAB LICENSES )
COMPONENTS AND ALTERNATIVE ELEMENTS AFFECTING OWNERSHIP, USE AND TRANSFER OF LICENSES

Who May Purchase Licenses
"Licenses could be transferred only to "persons” defined under Title 46 U.S.C.

2. Licenses could be transferred to "persons™ with 76% or more U.S. ownership, with "grandfather” nights for license
recipients with 75% or less U.S. ownership (Title 46 U.S.C.).

3 Licenses are non-transferable.

Vessel/License Linkages

1 Vessel must be transfeited with license

2 Licenses may be transferred without a vessel, i.e., licenses may be applied to vessels other than that to which the licenss

was initially was issued.

Options Regarding the Separability of Species and/or Area Designations

L. Species and/or Arca designations are not separable, and shall remain grouped as in the initial allocation.
2. Species or Arca designations shall be treated as separable licenses and may be transferred as such.
3 Species or Area designations shall be rogarded as separable endorsements which require the owner to also own a more

general license before use or purchase.

Vessel Replacement and Upgrades

1. No restrictions on vessel repiacement or upgrades, except that the vessel must meet the "License Designations™ defined
by the initial allocation.

2. Vessel may not be replaced or upgraded.

3 Vessel may be replaced or upgraded within the bounds of the 20% Rule as defined under the moratorium proposed rule.

Buy-back/Retirement Program

1. No buy-back/retirernent program.

2. Fractional ticense system. (Fractional licenses may be issued to permit holders.)

3. Industry Funded Buy-back Program with right of first refusal on all transfers of licenses.

Two-Tiered Skipper License Program
Do not implemnent a Two-Tiered Skipper License Program.
Implement & Two-Tiered Skipper License Program.

19—

ommunity Dévelopment Quotas.
No CDQ allocations.
Set aside 3% of crab fisheries with GHLs for CDQs patterned after current program w/o sunset provision.
Sct aside 7.5% of crab fisheries w/GHLs for CDQs patterned after current program w/o sunset provision.
Set aside 10% of crab fisheries w/GHLs for CDQs patterned after current program wfo sunset provision.
Set aside 15% of crab fisheries w/GHLs for CDQs patterned afier current program w/o sunset provision.

wEa W - A

ommunity Development Licenses.
No Community Development Licenses.
Grant an additional 3% non-transferable licenses to CDQs communities.
Grant an additional 7.5% non-transferable licenses to CDQs communities.
Grant an additional 10% nao-transferable licenses to CDQs communities.
Grant an additional 15% nen-transferable licenses to CDQs communities,

ARl S Rl o

Other Provisions (Choese any or none of the following)

1 Licenses represent a usc privilege. The Counctl may convert the license program to an IFQ program or otherwisc alter or
rescind the program without compensation to license holders.

Severe penalties may be invoked for failure to comply with conditions of the license.

Licenses may be suspended or revoked for multiple vialations.

Implement & Skipper Reporting System which requires groundfish license holders to report skipper names, address, and
service records to NMEFS.

Develop and implement mechanisms to collect management, enforcement costs and/or rents from the industry, including
taxes and fees on the industry.

6. No Future Super-exclusive Area will be proposed.

Eal i

wn

Individual Transferable Pot Quots System

In addition to the components above, an Individual Transferable Pot Quotz (ITFQ) System Alternative has been proposed in concept
only. Under this option, the compaonents affecting the initial assignment of crab licenses will remain unchanged, However, once
it is decided which persons qualify for which vessel size and processing designations, licenses would be linked to a limited number
of pots. Pots could be transferred to meet individual vessel requirements. Many of the component sets regarding the use and
transferability of licenses may not apply under a ITPQ system. The Council will have to specify in more detail if additional analysis
of the ITPQ system is desired.

13 Septernber 17, 1994 (3:57am)



2.0 Current Status of Fisheries

This Chapter describes the current fisheries for which License Limitation is being considered Detailed
information only is available through 1992, but some additional information for 1993 are provided in Chapter
3 where the alternatives are examined. The 1993 information is provided as a 'proxy’ for the status quo
situation; 1.e., it allows the reviewer to compare the distributional aspects of license limitation alternatives
with the current fishenies. Appendix I of this document also contains additional information on the current
status of the fisheries for groundfish and crab, more specific by vessel categories. The Appendix also
contains the information over a three-year time series (1990-1992) which captures some of the trends of the
fisheres.

After describing the current fisheries, this chapter then presents a description of representative vessel and
processor profiles in Section 2.2. These will be used later in the analysis to help describe the impacts of
various license alternatives on sectors of the industry.

The final section of this chapter, Section 2.3, presents a general discussion of fishery economics. ThJs will
aid the reader in understanding economic impact conclusions later in the document.

This Chapter is pot intended to capture the potential effects of the 'Status Quo' or No Action Alternative.
Ratbher, it is intended to describe the current situation in the fisheries, as a backdrop for either a No Action
or License Limitation choice by the Council and Secretary of Commerce. Potential effects of takmg no ax:tion
(rejecting a License Limitation alternative} are discussed further in Chapter 3.

2.1 Current Fleet Description

Summary statistics of the groundfish fisheries in the North Pacific are reported anonally in the "Economic
Status of the Groundfish Fisheries Off Alaska" (ESG). The document is prepared by analysts at the
NMFS/Alaska Fishery Science Center and reports catches, vessels, gears, and prices for the fishery. Some
of the more relevant information is reproduced below.

The 1991 and 1992, GOA groundfish fisheries are summarized in Table 2.1 and show that ust over 284,000
mt of groundfish was harvested in 1992 compared to 276,000 mt in 1991, for a 3% gain. This gain was
shared evenly by all gear types. Longline vessels increased their harvest by 38%, pots remained roughly the
same, and trawlers decreased by 1-2%. Only 82% of the overall TAC was barvested in 1991, but there was
a 0.8% overrun in 1992.

Table 2.2 shows the 1991 and 1992 BSAI fisheries. Overall barvest decreased by nearly 160,000 mt or 7%.
The longhine fishery gained 25,400 mt or 26%. The catch by pot vessels more than doubied over the two
years. Trawlers lost 192,000 mt or about 9%. Overall catch in the BSAI was 0.12% less than the overall
TAC in 1992. In 1991, the TAC was exceeded by over 155,000 mt, an overrun of nearly 8%.

Table 2.3 shows the number of vessels landing groundfish by year and gear group and that pot vessels and
trawlers are equally numerous. This table also shows that hook and line vessels are the most numerous of
any gear group. The number of vessels in all gear groups increased significantly over the 7-year period.

Table 2.4 combines the information in Tables 2.1 - 2.3 to estimate the average catch per vessel by gear group
for 1991 and 1992. It shows that the catch per vessel in the longline fleet is much smaller than the catch per
vessel in the trawl] fleet. Over all areas, however, only the longline flect increased their catch per vessel from
1991 to 1992.

Table 2.5 shows the estimated ex-vessel value of the commercial fisheries off Alaska for shellfish, salmon,
herring, halibut and groundfish. Groundfish ex-vessel values generally have increased the past ten years with
a particularly big jump from 1991 to 1992. Salmon values were high in 1988, very low in 1991, and
increased again in 1992. Crab values have been relatively stronger in recent years. Halibut values, though
very high in 1991, fell by nearly half in 1992. Overall ex-vessel values have shown a ste- 1y increase in the
10-year period from 1982-1992. Since 1987, the overall value has shown fairly dramatic swings as shown
by the nearly 33% increase between 1991 and 1992
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i
*

Table 2.6 combines Tables 2.3 and 2.5 to estimate the average.ex-vessel value per groundfish vessel for 1986-
1992. This is a crude measure of the ability of vessels to make payments on vessels and fixed costs.

Table 2.7 shows the season lengths of the pollock fisheries by area for 1986-1992. The tendency toward
shorter seasons shows that capacity is greater than is necessary to harvest the available resources, and that
many vessels will be idle during the fishing year unless they can participate in other fisheries. In general, the
groundfish fisheries in the last 10 years have been the mainstay in a general upturn in the fishing industry off
the coast of Alaska. The large increases in numbers of vessels represent a significant increase in the amount

of capital invested in fishing vessels.

15 September 17, 1994 (9:57am)
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Table 2.3 Number of vessels that landed groundfish in the domestic fisheries off Alaska by area and
gear, 1986-92. ' '

Gear 1986 1987 1988 1989 1550 1991 1592
Gulf of Alaska
Hook & Line 565 1,671 1,529 1352 1,610 1,842 1,904
Pot 21 2 46 22 103 167 234
Trawl 61 113 122 135 174 215 234
Other 7 24 15 3 34 11 16
All 1,036 1,784 1,669 1,494 1,833 2,100- 2215
Bering Sea/Aleutian Islands
Hook & Line 60 121 110 78 105 196 - 166
Pot 9 11 12 5 10 41 73
Trawi 45 74 101 129 135 169 191
Other 4 1 0 | 2 1 11
All 111 204 220 209 248 391 402
All Alaska
Hook & Line 1356 1,704 1,549 1,363 1,636 1,502 1,948
Pot 24 31 . 51 26 111 204 285
Trawl 80 153 184 205 225 262 296
Other ' 15 25 15 4 35 12 23
All 1,449 1,859 1,749 1,576 1,914 2227 2341

Note:  Includes motherships, but does not include catcher boats dcliv.cring exclusively to motherships. Totals exclude duplication
if vessel used more than one gear type or fished in more than one area. ‘

Source: National Marine Fisheries Service groundfish fish ticket, weekly processor, and blend estimates data bases, 7600 Sand
Potnt Way N.E., BIN C15700, Seattle, WA 98115-0070. )
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Table:2.4 Catch Statistics and Vessel Totals by Gear Type for the Fisheries Off Alaska.

1991-1992.
GULF OF ALASKA

1991 1992
Gear Carch(mt) Vessel Average Catch (mt) | Catchimt) Vessel Average Carch {mt)
Longline 32,683 1,842 18 44,965 1,904 24
Pot 10,723 167 64 10,195 234 44
Trawl 232.092 215 1,079 228.640 234 977
TOTAL 276.022 2.100 131 284,477 2.215 128

BERING SEA/ALEUTIAN ISLANDS

1991 1992
Gear - Catch(mt) Vessel Average Catch (mt) | Catch(mn Vessel Average Catch (mt)
Longline 97,787 196 499 123,211 166 742
Pot 6,544 41 169 14,439 73 198
Traw] 2.050.222 169 12.131 1.858,248 191 9.729
TOTAL 2.155.298 391 5.512 1.996,104 402 4,963

ALL AL ASKA

1591 1992 }
Gear Catch{mt} Vessel Average Carch (mt) Catch(mt) Vessel Average Catch (mt)
Longline 130,470 2.038 &4 168,176 2,070 81
Pot 17,667 208 85 24,634 307 8¢
Trawl 2.282.314 384 5.944] 2,085,888 425 4,510
TOTAL 2.430.451 2.227 1.091 2.279,698 2.341 974

NOTE “TOTAL" will be less than sum of gear types because some vessels use mulitple gear types.

L
2.

Average catch is the catch per vessel for each gear group and area .
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Table 2.5 Ex-vessel value of the catch in the commercial fisheries off Alaska by species group,
1982-92 ($ millions and percentage of total).

Year Shellfish Salmon Herming Halibut Groundfish Total
Value ($ milhons)
1982 216.5 310.7 19.9 257 211.0 783.8
1983 147.7 320.6 29.8 43.0 188.0 729.1
1984 1034 343.0 204 19.6 2354 725.8
1985 106.9 389.6 36.9 375 260.1 831.0
1986 183.0 404.1 38.4 70.1 268.6 664.2
1987 215.2 473.0 41.7 76.3 336.7 1142.9
1988 235.6 744.9 56.0 - 66.1 444 .6 1547.1
1989 279.2 506.7 18.7 84.4 4253 1314.3
1990 355.1 © 546.7 24.0 86.9 4749 1487.6
1991 301.1 300.1 28.6 91.6 473.4 1199.8
1992 335.1 544.5 .27.0 ‘ 48.0° 675.1 1629.7
Percentage of Total

1982 27.6 39.6 2.5 33 26.9 100.0
1983 203 44.0 4.1 5.9 258 100.0
1984 14.2 473 2.8 2.7 33.0 100.0
1985 12.9 46.9 4.4 45 313 100.0
1986 19.0 41.9 4.0 7.3 27.9 100.0
1987 18.8 414 3.6 6.7 29.5 100.0
1988 15.2 482 3.6 4.3 28.7 100.0
1989 21.2 38.6 14 6.4 324 100.0
1990 23.9 36.8 1.6 5.8 31.9 100.0
1991 25.1 25.0 24 7.6 399 100.0
1992 20.6 334 1.7 29 41.4 100.0

Note: The value added by at-sea processing is not included in these estimates of ex-vessel value.
Includes joint venture and foreign groundfish catch.

Source: National Marine Fisheries Service, Alaska Region; National Marine Fisheries Service office

of the Pacific Marine Fisheries Commssmn, Pacific Fisheries Information Network, 7600
Sand Point Way N.E., BIN C15700, Seattle, WA 98115-0070. .
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Table 2.6 Groundfish Ex-vessel Value and
the Number of Vessels Fishing Off Alaska

Ex-vessel Vessel | Average Ex-Vessel
Year Value Total Value, Per Vessel
1986 268,600,000 1,449 185,369
1987 336,700,000 1,859 181,119
1988 | 444,600,000 1,749 254,202
1989 | 425,300,000 1576 269,860
1990 | 474,900,000 1914 248,119
1991 478,400,000 2227 214,818
1992 | 675,100,000 2341 288 381

Tabie 2.7 Pollock Fishery Seasons

Bering Sea DAP Pollock Season Lengths

Year Days Open Closed

1986 365 1/1/86  12/31/86

1987 365 1187  12/31/87

1988 366 /138 12/31/88

1989 365 1/1/89  12/31/89

1990 180 1/1/90 6f30/90

[ A-Season B-Season

Year Days Open Closed Open Closed

1991 147 /191 2722/91 6/1/91 9/4/91
Ins. 1992 159 1720192 3/6/92 6/1/92 9/22/92
Off. 1992 103 1/20/92 3/6/92 6/1/92  7/28/92
Ins, 1993 112 7172093  3/24/93  8/15093  10/3/93
Off. 1993 71 1/20/93 2/22/93 8/15/93 9/22/93
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Crab Fisheries off Alaska

Current information on the status of the crab fisheries off Alaska is contained in several sources, including -
'"The Status of Living Manne Resources of Alaska, 1993, the Economic SAFE documents, the ADF&G
Westward Region Shellfish Reports, and Appendix I of this document which details recent levels of
participation in these fisheries. Some of the information contained in these documents is summarized here
for the major species of importance: red king crab, blue king crab brown (golden) king crab, Tanner crab
(bairdi), and snow crab (opilio).

King Crab

Four stocks of red king crab are identified for management purposes in the BSAI: the Bristol Bay, Norton
Sound, Dutch Harbor, and Adak stocks. All stocks are at low levels of abundance compared to historic levels
exhibited in the 1970s. The major fisheries occur on the Bristol Bay stocks. Recent catch trends in Bristol
Bay, show that the 1991 catch decreased by 16% from 1990 (9,236 mt to 7,792 mt), substantially below
record high production of 59,000 mt in 1980. Current stock levels remain low, to the extent that a 1993
fishery closure was considered, though later rejected when 1993 surveys indicated a stock level equal to that
of 1992 and the fishery was opened with a GHL of 16.8 million pounds. Levels of participation in this fishery
recently have ranged from 246 vessels in 1950 to 290 vessels in 1991 through 1993. Alaska Department of
Fish and Game announced on September 6, 1994, that the Bristol Bay red king crab fishery would remain
closed for the 1994/1995 season because of low abundance.

The other king crab stocks have significantly lower stock and vessel participation levels than Bristol Bay,
with the Adak red king crab catch at 371 mt in 1991, and from 9 to 12 vessels participating. The Dutch
Harbor stock has been closed to fishing since 1982 due to low levels of abundance. The Norton Sound red
king crab fishery is now an exclusive registration area.

Blue king crab are primarily in two distinct stocks, the St. Matthew and Pribilof stocks, the latter of which
is currently closed. Effort has increased 51gmﬁcantly on the St. Matthew stock from 31 vessels in 1990 to
174 in 1992. In 1993, however, only 92 vessels participated, likely due to low CPUEs encountered in recent
seasons. The GHL for 1993 was 4.4 million pounds, the largest since 1984.

Brown king crab fisheries occur primarily in the Adak and Dutch Harbor areas with most of the harvest in
the Adak area. The Dutch Harbor fishery in 1993 had five vessels registered and caught about 1 miilion
pounds. The Adak fishery had landings of 2,382 mt and 2,837 mt in 1990 and 1991, respectively. Current
GHLs are based on historic harvest levels. Effort has been around 17 vessels for the past few years.

Tanner and Snow Crab

The primary Tanner (bairdi) crab fishery occurs on the Bering Sea stock which has been increasing from 1990
through 1992, but decreased in 1993 to 50% of 1992 levels. The GHL in 1993 in the Bristol Bay area was
19.7 million pounds and coincided with the red king crab fishery, with about 300 vessels participating. The
final harvest for this fishery was 15.5 million pounds.

Snow crab (opilio) of the eastern Bering Sea are considered to be one stock, though the GHL for this fishery
is broken down into an eastern and western subdistrict, with approximately half in each area. Traditionally
high abundance ievels, when compared to the other crab stocks, have decreased significantly. For example,
the 1993 GHL was set at 105.8 million pounds, less than half of the 1992 level. This decreasing abundance
level is expected to continue for a few more years, until larger year classes recruit to the fisheries.

The pumbers presentcd above are f‘air'lv-dcs‘criptive'of the grbundﬁsh and crab fisheries off the coast of

Alaska To facilitate a more detailed examination of the industry, the Council asked for the development of
fishery profiles which would represent the industry. These are presented in the next section.

2.2 Representative Vessel and Processor Profiles
The representative vessel and processor profiles will be used to describe the fleet in terms of vessel numbers,

employment, catch, processed product, costs and revenues. The profiles divide the catching and processing
sectors into 21 categories based on similarity in catching and processing charactenstics. Development of
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these profiles has been an arduous task, with economists from NMFS and the Council devoting much time
and energy. Unfortunately, due to the accelerated process for the license program, complete profiles are
unavailable at this time. For 1992, information detailing the numbers of vessels in each category and the
cich and processed product is available and is presented below.'

The 21 different categories have been defined as follows:

1.

in

THI = Trawler Harvester 1. Trawlers> 125 feet.

These vessels also use pots. They are required to have 100% observer coverage since they are over
125 feet. Most will be required to have three licensed officers on board They are primarity mid-
water trawl vessels with large auxiliary engines, and in general will have the capacity to deliver both
onshore and offshore. Owners are typically not Alaska residents.

TH2 = Trawler Harvester 2. Trawlers between 90 and 125 feet.

These vessels also use pots. They are required to have 30% observer coverage and 6nly 1 licensed
officer. They are primarily mid-water trawl vessels with large auxiliary engines, and in general will
not have the capacity to deliver large amounts of fish onshore. Owners are typically not Alaska
residents.

TH3 = Trawler Harvester 3. Trawlers between 58 and 90 feet.

These vessels also use longline, and pots. They do not, in general, have large auxiliary engines and
therefore are less capable as mid-water trawl vessels. They are more likely to use bottom trawl gear.

Many of the owners of these vessels are located in Kodiak, while another large group 1s located in
Washington and Oregon.

TH4 = Trawler harvester 4. Trawlers < 58 feet.

These vessels also use longlines, pots, and seines. This class represents the vessels out of King Cove
and Sand Point, involved in a2 wide range of fisheries.

LHI = Longline Harvester 1; Longliners > 58 feet.

These vessels are full-time longline vessels , and are principally composed of the schooner fleet from
Seattle. Other longline vessels in this class hail from Kodiak and other Alaskan ports.

LH2 = Longline Harvester 2; Longliners/limit sciners between 50 and 58 feet.

This group is principally defined by the "Petersburg Fleet" They are very much involved in salmon
fisheries and also in the sablefish and halibut fisheries.

LH3 = Longline Harvester 3; Longliners < 50 feet.

This category is mainly representative of the "Sitka" fleet. They also use trolls and jigs, and are
involved in salmon fisheries as well as the demersal shelf rockfish fishery.

PHI = Pot Harvester 1; Pot vessels > 125 feet.

These vessels are principally crab vessels: -Because of their large size, they will generally be required
to have three licensed officers on board. They are able to carry more pots than smaller vessels in
many of the crab fisheries with pot caps. In recent years, some of these vessels have fished Pacific
cod with pots. They may also use longiines and trawls.

' Though some information on motherships and shore plants is available, it was not developed at this
time because only harvesting vessels and catcher processors are included in the license alternative.
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10.

1L

12.

13.

14.

15.

16.

17.

L6,

19.

20.

21

PH2 = Pot Harvester 2; Pot vessels < 125 feet.
These are smaller crab vessels which also use longlines and trawls.
TP1 = Trawler Processor 1.

These are large factory trawlers generally over 200", with the ability to process surimi, fillets, and
headed and gutted products. '

TP2 = Trawler Processor 2.

These are large factory trawiers generally over 200", with the ability to process fillets, and headed and
gutted products.

TP3 = Trawler Processor 3.

These vessels can process headed and gutted products. They are usually less than 150' and are not
generally load-line stabilized, and therefore are unable to upgrade their processing lines.

LP1 = Longline Processor 1.
Process their longline caught fish into headed and gutted product.
PPl = Pot Processor 1.

Pots are principle gear, may use others. Primarily, these vessels are crabbers with brine freezers.
Some will have the ability to switch to groundfish, processing beaded gutted product.

MP1 = Mothership Processor 1.

Process Groundfish both near and off shore. They will typically have surimi processing capacity.
But there are a couple of vessels in this class which only have filleting capacity.

MP2 = Mothership 2.

Process crab both near and off shore. They have brine freezers but are not generally able to process
groundfish.

SP1 = Shore plants 1.

All plants located in Dutch Harbor & Akutan including groundfish and crab plants. Some will also
process salmon, herring and other products.

SP2 = Shore plants 2.

All groundfish and crab processing plants located on the Gulf-side of the Alaska Peninsula, including
King Cove, Sand Point, and Chignik.

SP3 = Shore plants 3.
All groundfish and crab sﬁdepTant.é located on Kodiak island.

SP4 = Shore plants 4.

All groundfish and crab shore plants in Aleutians Islands and the Pribilofs.

SP5 = Shore plants 3.

All shore plants which process groundfish located eastward of Kodiak Island.
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The number of vessels and average length in each category are shown in Table 2.8 below by residence of the
owner.” Larger vessels usually are owned by non-Alaskan residents. Alaskan residents show up primarily
in the PH2, LH2 and LH3 classes, and the TH3 and TH4 classes. Only a few Alaskan residents own .
catcher/processars, and most of these are either longline processors or pot processors.

Catches of the different species by the various categories were calculated based on a combination of fish-
ticket data, weekly report data, and observer data. These catch data are in Table 2.9.

?  Because of the indistinct nature of the categories, placing vessels into categories is a difficult
process and not entirely accurate. [t is possible that some vessels have been mis~classified To that
end, a document describing the vessel and processor classes will be released under a separate cover
for review by the industry. It is hoped that with industry review any vessel inappropriately classified
will be brought to the attention of the staff.
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Finally, for the main species of each group, the chartlets in Figures 2.1a - 2.1e show the distribution of catch
within each category. With these figures, one can judge the relative performance of different vessels within
the fleet. Note that confidentiality restrictions preclude reporting the catches of the highest performing
vessels. Interpreting the figures is fairly straight-forward. For example, the first chartlet in Figure 2.1a shows
that 27 of the longline processors caught less than 3,000,000 Ibs, and fewer than four caught less than 20,000
Ibs. Therefore, very few of these vessels would be disqualified with a minimum landings requirement, even
as high as 20,000 pounds. The third chartlet in Figure 2.1a describes the pot harvester 2 class and paints a
different picture. For that class, 67 vessels caught less than 20,000 Ibs. Approximately 275 vessels caught
less than 500,000 lbs. The most restrictive license alternatives under consideration would require landings
of 20,000 Ibs or more for qualification. - These chartlets show how maay vessels of each class would meset
that requirement based on catches in 1992.
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Figure 2.1a
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Figure 2.1b
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Figure 2.1c
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Figure 2.1d
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Figure 2.1e
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23 General Discussion of Fishery Economics

The Magnuson Act, National Environmental Policy Act, and vanous executive orders including E.O. 12866
require consideration of net benefits to the Nation of policy alternatives. "Net benefits" means different
things to different groups. It is therefore important to define how this analysis will deal with the issue.

Originally, cost/benefit analysis was used to examine the potential returns to an investor or entrepreneur of
a given capital project. Usually this involved an initial outlay of capital which generated a stream of returns
for the life of the progect For the project to be feasible from a financial perspective, the cxpected’ stream of
returns discounted* to its present value, would bave to exceed the next best use (or opportunity cost) of the
original capital outlay.® If the business had several different projects under consideration, then the alternative
chosen was that which brought in the greatest expected return over the opportunity cost.

From its beginnings as a tool to analyze business opportunities, cost/benefit analysis bas shifted into the
public policy arena. An entire branch of economics referred to as welfare economics, focuses on the impacts
of social change including the economic implications of policy actions. Early examples of the use of cost-
benefit analyses in public policy were completed by the Army Corps of Engineers in their reports to Congress
justifying the spending for construction of the hydro-electric and irrigation projects found throughout the
Western States. From its earliest uses through today, critics of cost-benefit analysis abound. Some of the
primary criticisms of the use of cost-benefit analysis in public policy are:

L. By its nature, public policy actions impact different individuals differently. If one person is made
better off and another person is made worse off, who is to judge whether or not to implemeant the
policy.®

2. Many costs and benefits of any policy action occur outside of the market-place, and therefore cannot

be measured on equal terms with market oriented goods and services.

’Uncertainties are inherent in forecasting future streams-of returns. To account for these uncertainties the
"expected" return should be discounted by the probability that it would actually occur. For example, if there
is a 50% probability of a $1000 return and a 50% probability of 2 $200 loss, the expected return is $400.

50% = $1000 + 50% = ($200) = $500 - $100 = $400.

*‘Future returns are discounted because hurnans in general place more value on the present than in the
future. The "correct” discount rate is a subject of great debate. For business ventures, discount rate will be
assigned according to that business's own philosophy. If one business values current wealth over future
wealth, a higher discount rate will be used. Businesses with relatively short "life- span.s" will use higher
discount rates than those with longer time horizons.

5The usual approach to calculating the opportunity cost of capital is to assume the capital is invested
in the bond or stock market for the same amount of time as the life of the project Alternatively, and the
method used 1n this analysis, one can assume that the same investment was used to purchase a mortgage with
the interest rate equal to the investor's required rate of return, over the lifetime of the original investment.

*Three theoretical approaches deal with this problem: 1) A Pareto superior solution is one which
leaves no individual worse off and at least one individual better off. Parero solutions are theoretically
possible, but practically impossible in the public policy arena. 2) A Hicks-Kaldor superior solution is one
in which individuals made better off by the solution could, in theory, fully compensate those made worse off,
and still be better off themselves. It should be noted that actual compensation is not a requirement for a
Hicks-Kaldor solution. Almost all public policy decisions fall into the realm of Hicks-Kaldor solutions. 3)
The third approach holds that a social welfare function can be developed which accounts for the different
levels of importance individuals or groups place on various goods and services affected by the policy. In
theory, the gains of one individual or group of individuals can be compared against the losses of others. This
approach though theoretical appealing, bas not been successfully applied in practice, primarily because of
the tnability 1o find the "correct” social welfare function.
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3. Discount rates vary from individual to individual, and therefore choosing one rate to represent
"Societies” discount rate is inappropriate.

Welfare economists are the first to admit that the usefulness of cost-benefit analysis has its limits in the public
policy area While economists have theories and tools that take into account each of the criticisms above,
practical application of these tools is often very difficult, time consuming, and often yield results which are,
at best, rife with uncertainty. Therefore, an accepted practice is to attempt to quantify only those costs and
benefits which are readily quantifiable, and to discuss in more qualitative terms those which are more difficult
to assess.

Two dreas which economists are more equipped to discuss are the net benefits of a change on the consumers
and producers of goods and services. Economists define net benefits in rigorous terms. Specifically, the net
benefits of a policy change from the status quo are equal to the sum of the change in producer surplus and
the change in consumer surplus resulting from the policy. Consumer surplus is defined as the difference
between what consumers are willing to pay for a product or service and what they actually bave to pay. This
1s represented in Figure 2.2 by the lined area above the price line, P1, and below the demand curve. Gains
in consumer surplus will occur as a result of a change in management regime if consumers end up paying less
for the same quality product or paving the same for a better quality product. Conversely, consumers of
seafood will lose if there is a price increase and no gain in the quality of product they purchase. These
changes may be estimated if reasonable data exist to construct demand curves for seafood products and their
substitutes. Because of the complex international market for seafood, among other things, demand estimates
are currently unavailable for groundfish products. Further, the vast majority of the production of North
Pacific groundfish is exported and therefore U.S. consumers are affected only indirectly.

Producer surplus is

Flgute 2.2 Consumear And Producer Surplus
defined as the sum of
each producer’s net
Price Suppiy ?uwo reqhom or rent.

Producer surplus is
, shown as the gray-
- / shaded z&rca in Figure
22. hanges n

\ Consumor Surplus producer surplus will

-7 occur when the cost of
production  changes,
which in tum bnngs
about a change in the

/ supply curve, or if the
demand changes. As
an example, imagine an
increase in the price of
oil which increases the
cost to supply products.
Such a change is shown
Quantity in Figure 2.3. The new
supply curve has

P

Domand Curve

Producar Surplus

shifted up and to the
left. In the figure, this shift in the supply curve results in a change in producer surplus and a change in
consumer surplus. Calculating the sum of these changes 1s the goal of cost-benefit analysis in the public
policy arena. From the figures, it is easy to see that consumer surplus has been reduced by the dark!~ shaded
small tnangular area plus the unshaded area between the price lines Pl and P2. The change in producer
surplus is more difficult to see in the figure. The unshaded area between the price lines represents a gain in
producer surplus because every unit is now sold at a higher price. But the cross-hatched area to the night of
the new supply curve and below the old price line represents a loss of producer surplus. Whether the gawn
(unshaded area) is offset by the loss (cross-hatched area) is an empirical question. The net change to
producers and consumers combined is unambiguous, and is represented by the small darkly shaded area plus
the cross-hatched area.
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In TAC-regulated fisheries, as
are found in the North Pacific Figure 2.3 New Consumer And Producar Surplus
fisheries managed by the
Council, the economics of
supply’ and demand are Prico
somewhat different. This is
because the TAC strictly
limits supply. Therefore, the
supply curve turns vertical at
the TAC. This is shown in
Figure 2.4. This figure
simplifies  the  situation
somewhat, because it is P2
probable that the portion of o1
the supply curve left of the
TAC hne will not fall on the
same path as the supply curve
without a TAC. In other e
words, producers are likely to
change their costs under a '

TAC regulated fishery. In Quantity
addition, the price P1, which
under normal circumstances
will be in equilibrium where
supply and demand intersect as shown, becomes indeterminate under a TAC regulated fishery; the price could
fall amywhere between point A, the intersection of the TAC and the supply curve, or point B, the intersection
of the TAC and the demand curve.” For convenience, we have chosen in this discussion to draw the price line
where it would normally have
fallen under a "normal” supply
curve. Producer surplus is
again represented by the cross-
hatched area, and consumer
surplus is represented by the Prico
lined area. Notice that both
consumer and  producer
surplus 1s less than what
would have occurred without
a TAC® By increasing or
decreasing the TAC, a policy

Now Supply Curve

Domand Curvo

Producer Surplus

Flguro 2.4 Cansumor & Producer Surplus With TAC Supply Curve Chango

TAC/Supply Curve

Consumor Surplus
le—

decision, consumer and
producer surplus will clearly
change. r

Domand Curve

While TAC increases or Producer Surphus
decreases impact consumer
and producer surplus, other
policy actions may impact TAC Quartty

lus as well. Figure 2.5
swrp the i gu;d P is indeterminats, but will fall between A and B doponding on the
shows the unpact on proaucer relotiva market powor of pruocessors and fishing.

surplus of a cost increase.

"Exactly where the price falls is a function of, among other things, the relative bargaining power of
the consumner and the producer. In the case of catch delivered to a processor by catcher vessels, the producer
is the catching vessel and the consumer is the processor.

¥This could lead to the conclusion that society is worse off with a TAC-limited fishery. However,
the imposition of an overall TAC, because of the common property nature of fisheries, can prevent
overfishing and preserve the long-run viability of the fishery resource.
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This figure is analogous to Figure 2.3. The underiying supply curve shifts upward and to the left. But if the
TAC is unchanged, the supply curve becomes vertical dt thé $ame level of output. No change in price is
depicted, because price is indeterminate with a discontinuous supply curve, and at the existing price,
producers would still be willing to supply the entire TAC to consumers. Consumer surplus is unchanged, but
producer surplus, now represented by the dotted area, is clearly smaller. The cross-batched area represents
the loss in producer surplus resulting ‘from the cost increase.

It is important to note
that in addition to Figuro 2.5
changes affecting
seafood producers and
seafood consumers, the
changes may impact
other marine resources,

COnsumol:& Producar Surpius With TAC/Supply Curve Chango

TACSupply Curve

such as martne
mammals and seabirds,
and the marine

ecosystem as a whole.
The relatively new field
of environmental
economics tries to place
values on these non-
market products and

Damand Curva

services, so that they Producor Surphus

may be treated on the

same térms as more

traditional consumables. _ Tac Quantty

Placing values on the P is indeterminata, but will fall batween A and B depsnding on tha
non-market goods and rolative market powor of procasacrs and fishing.

services in the marine
environment is beyond
the scope of this analysis, however potential impacts on the ecosystem are discussed in Chapter 5 and should
be considered in the final decision. Additionally, impacts on safety, bycatch, and discard loss are not
quantified in this analysis but should be considered qualitatively. Also, included in the net benefits equation
are the costs to society of the decision making process,” the costs of implementing the program, and the cost
of monitoring and enforcing the program. If the monitoring and enforcement program results i benefits to
the resource, then these are also counted. Implementation, monitoring and enforcement costs of specific
alternatives will be addressed later in this document

gPdthr.xug;ﬁthel-’e will be no formal attempt to quantify the decision making costs for the CRP, it should
be noted that these can be substantial.
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3.0 RegL;Iatory Impact Review of the Alternatives

After the brief introductory remarks below on the need for a reguiatory review and evaluation, this chapter
presents, in Section 3.1, an analysis of the no-action alternative. It draws first in Section 3.1.1 on results of
the moratorium, and then in Section 3.1.2, projects the potential for vessel entry using a series of break-even
acalyses. Sections 3.1.3 - 3.1.5 offer discussion of inshore/offshore and full utilization, and then presents
conclusions concerning the no-action alternative. With Section 3.2 begins the analysis of Altemnative 2,
License Limitation. .

Regulatorv Impact Review. Executive Order 12866, "Regulatory Planning and Review,” was signed on
September 30, 1993, and established guidelines for promulgating and reviewing regulations. While the
executive order covers a wide variety of regulatory policy considerations, the benefits and costs of regulator
actions are a prominent concern. Section 1 of the order deals with the regulatory philosophy and principles
that are to guide agency development of regulations. The regulatory philosophy stresses that, in deciding
whether and how to regulate, agencies should assess all costs and benefits of all regulatory alternatives. In
. choosing among regulatory approaches, the philosophy is to choose those approaches that maximize net
benefits to society.

The regulatory principles in E.O. 12866 emphasize careful identification of the problem to be addressed. The
agency is to identify and assess alternatives to direct regulation, including economic incentives, such as user
fees or marketable permits, to encourage the desired behavior. When an agency determines that a regulation
is the best available method of achieving the regulatory objective, it shall design its regulations in the most
cost-effective manner to achieve the regulatory objective. Each agency shall assess both the costs and
benefits of the intended regulation and, recognizing that some costs and bepefits are difficult to quantify,
propose or adopt a regulation only upon a reasoned determination that the benefits of the intended regulation
justify its costs. Each agency shall base its decisions on the best reasonably obtainable scientific, technical,
economic, and other information concerning the need for, and consequences of, the intended regulation.

The National Marine Fisheries Service (NMFS) requires the preparation of a Regulatory Impact Review
(RIR) for all regulatory actions that either implement a new Fishery Management Plan (FMP) or significantly
amend an existing plan. The RIR is part of the process of preparing and reviewing FMPs and provides a
comprehensive review of the changes in net economic benefits to society associated with proposed regulatory
actions. The analysis also provides a review of the problems and policy objectives prompting the regulatory
proposals and an evaluation of the major alternatives that could be used to solve the problems. The purpose
of the analysis is to ensure that the regulatory agency systematically and compreheuasively considers all
available alternatives so that public welfare can be enhanced in the most efficient and cost-effective way. The
RIR addresses many of the items in the regulatory philosophy and principle of E.Q. 12866.

E.O. 12866 requires that the Office of Management and Budget (OMB) review proposed reguiatory programs
that are considered to be significant A ‘significant’ regulatory action is one that is likely to:

(D Have an annual effect on the economy of $100 million or more, or adversely affect in 2
material way the economy, a sector of the economy, productivity, competition, jobs, the
environment, public health or safety, or State, local, or tribal govemments or communities.

(2) Create a serious inconsistency or otherwise interfere with an action taken or planned by
another agency.

3 Materially alter the budgetary impact of entitlements, grants, user fees, or loan programs or
the rights and obligations of reciptents thereof, or

4) Raise novel legal or policy issues arising out of legal mandates, the President's priorities, or
the principles set forth in this Executive Order.

A regulatory program is 'economically significant' if it is likely to result in the effects described in item (1)

above. The RIR is designed to provide information to determine whether the proposed regulation is likely
to be 'economically significant.’
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31 Alternative 1: No Action

An examination of the no action alternative, often referred to as the status-quo alternative, is required by
NEPA and other federal mandates when a governmental agency is contemplating a change in policy. The
Council is examining license limitation for North Pacific groundfish and crab fisheries primarily as a step
toward the implementation of a more comprehensive market-based system such as an individual quota
system. The Council has also indicated its intent to revisit the inshore/offshore allocation, and to examine
alternatives to increase the utilization and retention of harvested groundfish and crab. Complicating the
picture somewhat is the Secretary of Commerce's recent disapproval of the Council's planned moratorium.
Given the Council's stated intent, discussion of the no-action alternative assumes the following:

Do pot enact a license limitation program.

Revise and resubmit the moratorium.

Continue studying IFQs.

Revisit the inshore/offshore allocation.

Examine altematives to increase the utilization and retention of harvested groundfish and
crab resources.

G, >
. & e &

Analysis of the no action alternative will focus on possible evolution of the groundfish and crab fisheries
without license limitation. The sections below recap the results of the moratorium analysis and summarize
possible actions the Council could take under the existing analysis. A break-even analysis of the fleet is
presented using cost data collected in the inshore/offshore analysis. Possible directions are discussed for the
industry in the absence of license limitation.

3.1.1 Results of the Moratorium Analysis

The Council adopted a 3-year moratorium on groundfish and crab fisheries in June 1992, to be implemented
by Amendment 28 to the Gulf of Alaska Groundfish Plan, Amendment 23 to the Bering Sea and Aleutian
Groundﬁsh Plan, Amendment 4 to the Bering Sea and Aleutian Crab Plan, and regulatory changes to halibut
management under the North Pacific Halibut Act of 1582. Though the Secretary of Commerce disapproved
the Council's proposed moratorium on August 5, 1994, citing inconsistencies with thc National Standards,
the Council may decide to revise/resubmit it at their Septcmber 1994 meeting.

As proposed, vessels qualified for the moratorium if they landed fish between January 1, 1980 and February
9, 1992. Other vessels could access the fishertes only through a transfer of moratorium rights. Vessels under
125 ft could increase length by 20%, not to exceed 125 fi, but longer vessels could not increase length.
Vessels could crossover from one moratorium fishery to another even if they had never participated in the
other fishery during the qualifying years. Vessels under 26 ft in the Gulf of Alaska and under 32 f in the
Bering Sea and Aleutians were exempt from the moratorium. Vessels less than 125 ft built for the CDQ
program also were exempt. And last, all owners of sablefish and halibut IFQs will retain the option of using
non-moratorium qualified vessels in the IFQ fisheries. Because of the crossover provisions, they poteatially
could sell their existing moratorium qualified vessels to be used in the groundfish and crab fisheries, replacing
them with non-qualified new vessels.

The moratorium analysis estimated the size of the fleet that would qualify at about 13,500 vessels (INPFMC,
1992). About 7,550 of those fished only for halibut to qualify. The Secrctary, in disapproving the
moratorium, suggested that halibut boats not be included in the moratorium because of the IFQ program, and
thus not be able to crossover into the groundfish and crab fisheries. This would reduce the moratorium fleet

by 56% to about 6,000 vessels.

Another approximately 4,000 vessels qualified for the moratorium because they landed halibut and
groundfish, but data available for the moratorium analysis did not identify the groundfish species landed.
Halibut is strictly a hook-and-line fishery, so it is likely that these vessels used the same gear type and
harvested some combination of sablefish, Pacific cod and rockfish for their groundfish component. Other
data show that probably half (2,000 of the 4,000 vessels) of those "groundfish” landings were only sablefish.
Therefore, we conclude that roughly 9,550 vessels (7,550 + 2,000) will comprise the initial sablefish and
halibut IFQ fleet starting in 1993, Of the 13,500 moratorium qualified vessels, the above estimate leaves
about 4,000 vessels (13,500 - 9,550 = 3,950) that qualify because they fished species other than sablefish and
halibut. In summary, the moratorium fleet would have about 4,000 vessels if halibut and sablefish [FQ
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holders that did not participate in amy other groundfish fishery were disallowed. Conversely, there is the
potential that under the current Council moratorium proposal, all of the those 9,550 vessel owners could
transfer their current vessels into the groundfish and crab fisheries, replacing them with new vessels for use
solely in the IFQ fisheries.

The moratorium analysis also showed that 12,499 of 13,507 moratorium qualified vessels were less than 60
feet in length. In 1991, nearly 5,000 vessels participated in the groundfish, crab, and halibut fisheries under
the Council's jurisdiction. Approximately 4,250 or 85% of these vessels were less than 60 feet, but harvested
only 6% of the total catch that year. This indicates that although the number of vessels which could have
fished under the moratorium was potentially very large, the actual catching power of a great majority of those
vessels was quite limited.

At the other end of the spectrum, 353 vessels greater than 90 feet caught 87% of the total groundfish catch
in 1991. Clearly, the vast majority of the catching power of the fleet is accounted for in these larger vessels.

Under the proposed moratorium, 471 vessels over 90 feet would have qualified, including all vessels which
fished in 1991. If the Council had chosen a shorter qualifying period, such as January 1, 1988, through
February 9, 1992, only 417 vessels over 90 feet would have qualified. In other words, only 54 vessels of this
length have "dropped"” out of the fishery since 1980, and 43 of these were less than 125 feet. Only 12 vessels
between 125 feet and 190 feet, and none greater than 190 feet, left the fishery between January 1, 1980 and

January 1, 1988.

The moratorium analysis also cites a break-even analysis developed for the groundfish trawl fleet (Wiese and
Burden 1991}, In their approach, aggregate vessel capacity was estimated based on the calculated fleet size
that would break-even in terms of total revenues just covering total costs. For 1989, Wiese and Burden
projected a break-even trawl fleet of 138 vessels. The actual fleet had 165 vessels, implying exCcess capacity
of 27 vessels, 20 catchers and 7 factory trawlers. The break-even approach uses raw product prices, cost
levels, and catch to assess capacity. Using a similar approach, adjusted to 1991 conditions, projects a 1991
break-even fleet of 175 to 200 vessels, compared to an actual fleet of approximately 250 vessels. The
‘increase in break-even fleet size between 1989 and 1991 results from an increase in domestic pollock quota
available to the fleet and higher pollock prices. While there are possible differences in the mix of trawl
vessels between 1989 and 1991, the conclusions are similar; there are 20 to 25 percent more trawl vessels in
the groundfish fisherv than can be justified based on financial break-even criteria. :

The moratorium analysis also examined the question of net national benefits. We have excerpted this entire
section and included it as Appendix III, because the findings apply directly to the license program as well as
the moratorium. Included in the Appendix is a table examining the impacts of adding one additional vessel
to several different sectors of the existing fleet. - The moratorium analysis concludes that there would have
been few if any impacts on coasumers, because total allowable catch, products produced, and product prices
would not have been impacted. The economic forces which would impact producers will operate under the
moratorium or status quo, leading the analysis to conclude that the moratorium would have little impact on
producer surplus and, therefore, little impact on the net national benefits accruing to the fishery.

Nearly three years have passed since the February 9, 1992 cut-off date for the moratorium. Using available
data through April 4, 1994, we estimate that 394 non-qualified vessels have fished in Council fisheries. This
is a significant decrease from the numbers of "new" vessels that normally entered each year before 1992.
Many of these vessels were under 26 feet, some may have acquired "moratorium fishing" rights via a transfer,
and many will only fish sablefish and halibut Table 3.1 shows that only 22 relevant vessels have entered
Federally managed crab and groundfish fisheries since the cut-off date set by in the Council's Moratorium.
This number is derived by first ignoring those vessels which would be exempt anyway, and then also
deducting those vessels attributable 'to the halibut fishery (156) and those which operated only in State waters
(13); i.e., 8 crab and 14 groundfish vessels entered which would not otherwise qualify, for a total of 22.
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Table 3.1 Vessels Entering Council Fisheries Between February 9, 1992 and April 4, 1994.

Pt A
Fishery Tota]l Vessels Non Exempt Vessels (2267 |
Halibut 343 156
Crab 11 8
G-nSundﬁsh (with Federal Permits) 14 14
Groundﬁ;h {no Federal Permit but legal landings inside state 26 13
waters)
All fisheries under the Council jurisdicton 394 191

Figure 3.1 was developed for the moratorium analysis. It shows that very few vessels remain in the fishery
after 3-4 vears. Fully 63% of the vessels fished 3 years or less. Over 70% fished 4 years or less.
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Conclusions Regarding the Moratorium within the No-Action Alternative.

The analysis of the moratorium indicates that there are 20 to 25 percent more trawl vessels in the groundfish
fishery than can be justified based on financial break-even criteria. Table 3.1 above shows that very few
vessels have entered the groundfish and crab fisheries since February 9, 1992. It may be that the threat of
the moratorium kept new vessels out of the industry, or, perhaps investors have decided their money is better
spent elsewhere. Nonetheless, under the No-Action Alternative there does not appear to be any changes in
the financial benefit of entering the fishery, particularly if the moratorium is resubmitted for approval.

3.12 Vessel Entry Under the No Action Alternative

Even if the moratorium is not resubmitted and implemented, there is still some question of whether vessels
will continue to enter the groundfish and crab fisheries as they have in the past ‘As discussed in Chapter 2
vessels enter the fishery because their owners perceive that it is a better use of their capital and effort than
the next best alternative. The groundfish and crab fisheries are extremely diverse. Projecting vessel entry
and the impacts of vessel entry is difficult because of the lack of current, accurate cost and revenue data to
describe the fleet.

During the analysis of the inshore/offshore issue (Amendment 18/23 to the Groundfish FMPs), an OMB-
approved survey was conducted of the groundfish barvesting and processing vessels and plants. It asked for
cost and performance data, on the Pacific cod and pollock fisheries, for all of 1989 and half of 1990.
Although the survey was very lengthy and complicated and the response rate to the survey was low, it
produced enough useful information to construct representative harvesting and processing vessels and plants
for use in an economic impact assessment model. Although that information is dated and controversial , it
is the best and most complete set of information available.! Using those data identified above, a "break-
even" analysis was undertaken with the fishing fleets as defined in the inshore/offshore analysis.!! Most
break-even analyses attempt to determine how much catch a given vessel must have to remain a viable
economic unit.'* In this case, rather than increasing the catch of a given vessel we increase or decrease, as
necessary, the number of vessels in a given sector, holding the sector catch constant.'’ The "Break-even
Fleet" includes the maximum number of vessels in that sector while maintaining positive returns.

The break-even analysis demonstrates the likelihood of additional vessels entering the groundfish fleet under
the No Action alternative. Recognizing that the information contained in the inshore/offshore analysis is

' Under the CRP analysis, Representative Vessel and Processor Profiles are being constructed.
However, for a variety of reasons including an acceleration of the license alternative and the
reluctance of the industry to provide this information, these profiles have pot been completed. Until
more reliable information is available, the inshore/offshore economic performance information will
be used.

'! Since the analysis concentrated its efforts on pollock in the Bering Sea and Gulf and Pacific cod
in the Gulf, data on vessels which were not directly involved with those species in those areas were
not fully developed. Therefore this analysis does not include data on crab vessels, and vessels which
concentrated their efforts on rockfish and flatfish.

*Viable economic unit implies that all fixed, and variable costs are being covered and the operation
1s generating a normal return on the owner's investment (i.e. it is also covering its opportunity costs)
including depreciation and interest payments. The fact that these latter costs are included,
differentiates break-even analyses from more traditional efficiency based analyses.

*Holding the catch of a given sector constant is a simplifying assumption which would not hold in
reality. Since we are simultaneously changing the size of each sector of the fleet, catch will shift to
different sectors as a function of catching power. Predicting changes in catch by sector is a much
more difficult problem requiring complex mathematical models, and is outside the scope of this
analysis, and the available cost and revenue information.
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somewhat dated and controversial, five additional "break-even” fleets were estimated by (1) increasing ex-
vessel and product prices by 10%, (2) i increasing catches'by 25%, (3) decreasing the assumed time horizon
for return on investment, (4) increasing the desired return on investment, and (5) decreasing the assumed
initial vessel and permit purchase prices by 25%. If the potential number of vessels in the break-even fleet
is less than the number allowed to participate under the moratorium, or under a license limitation program,
then the potential benefits of either program are greatly reduced.

Tables 3.2 - 3.10 show the basis for and results of the break-even analyses. Table 3.2 defines the baseline
cost and revenue parameters used at the vessel level. Table 3.3 shows single vessel costs and revenues (all
assumed to be linear) for eight different types of vessels. Unless noted, the vessels are assumed to be
operating in the BSAIT fishery.

Table 3.4 shows the Modelled Fleet used for the inshore/offshore analysis. The number of vessels was taken
directly from Table 3.2a on pages 3-14, 15 of the final SEIS. 4 This analysis, (as in.the- inshore/offshore
analysis) assumes that all vessels in a given class are identical and each has the same operating characteristics.

Assuming a homogenous fleet with linear cost and production functions, the "Modelled Fleet" totals are
estimated by multiplying the oumber of vessels by the various cost and revenue parameters in Table 3.3. The
"Modelled Fleet" as estimated here shows substantial net economic returns. For most of the vessel types
depicted, vessels could be added to the sector while remaining economically viable.

Table 3.5 shows the "Break-even Fleet" for the modelled vessels. The break-even fleet is calculated by
adding vessels to each sector, while holding the catch, production , variable costs, and revenues constant for
the entire sector. Adding additional vessels in this case implies adding additional fixed costs and opportunity
costs to each sector. The "abnormal” profits in the fleet in the modelled case allow additional vessels to enter.
Each vessel in each sector, mcludmg the newcomers, will still be able to cover all variable, fixed, and
opportunity ‘costs, and would remain economxcally viable. As Table 3.5 shows, 75 additianal vcssels could
break-even under the assumptions used in the inshore/offshore analysis.

Tables 3.6-3.10 show the break-even fleets if certain assumptions are changed, and demonstrate the sensitivity
of the break-even analysis to different parameters. Table 3.6 calculates the break-even fleet under the
assumption that ex-vessel prices and wholesale prices all nse by 10%, while catch, production, and all other
costs remain constant. The 10% price increase allows 107 additional vessels beyond the "break-even fleet”
in Table 3.5 to enter the fishery as economically viable units. Whether or not this many vessels will enter the
fishery with a 10% price increase will clearly depend on the vessel owner's assessment of price stability. If
the owner or prospective investor sees the price hike as temporary they will be less likely to commit their
funds to a fishing venture, especially assuming a 15-year horizon for returns to investment.

Table 3.7 shows the break-even fleet assuming that catches accruing to each sector increase by 25%. A 25%
increase was chosen to match catch levels to a typical annual catch in the Bering Sea.  The increase in catch
results in a 25% increase in total revenues. However, catching and processing 25% more fish also increases
variable harvesting and processing costs by 25%, so the net effect is significantly less than the effect of 2 25%
price increase, or even the 10% increase shown in Table 3.6. As seenin Table 3.7, 157 more vessels would
break-even undcr this scenario than in the fleet modelled in Amendment 18/23, but only 82 more vessels than
the break-even fleet. Investors would likely only commit their funding to more fishing vessels under this

'“The fleet modeled in the Inshore/Offshore analysis was a "modelled fleet" rather than the actual
fleet 1n existence at the time. For analysis purposes, a "modelled fleet” is often more appropriate than
a "snap-shot” of the actual fleet because of the use of "representative vessels,” the dearth of detailed
cost and operating information for individual vessels, and the great amount of diversity within each
sector. One exarnple of this is shown in the freezer longliner fleet which was modelled only for the
GOA. Since Pacific cod was not a part of the alternatives for the BSAI, these vessels were not
included. As another example, the "purse seiner” and "crabber" classes developed in the
inshore/offshore SEIS were used only to supply the various processors with sufficient raw product
of crab, salmon, halibut, and herring. Since the inshore/offshore amendment did not change the
harvests of these vessels, the cost profiles used were immaterial and, therefore, not fully developed.
Therefore, these two classes were dropped from this break-even analysis.
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scenario if there was a-high likelihood of catch levels remaining high over the life of the investment, a.ssumed
to be 15 years,

We have assumed for simplicity that each vessel owner is in the fishing industry to make a reasonable retun
on the capital and labor they have invested in the fishery. We have assumed that the returns the vessel owner
receives from the "lifestyle" of fishing do not enter into his or her business decisions. Under these
assumptions, retumns on an investment must equal or exceed returns that the same amount of capital or labor
would make elsewhere, i.e., the opportunity cost of capital and labor. In calculating the net economic return
on an investment, this opportunity cost is deducted from net revenue.” As a proxy for the amount ‘of this
investment we have used the estimated value of the vessel.'"® The opportunity cost is calculated assuming that,
rather than purchasing the vessel, the investor could have purchased a mortgage for the same amount The
returns to the lender on a mortgage depend on the amount of the loan, the interest rate {or return on
investment), and the time allowed for repayment (the time horizon of the investment). We have assumed a
10% rate of return over a 15-year time horizon. This is equivalent to assuming that the vessel owner
borrowed the purchase price of the vessel, invested none of his or her own capital, and made payments to the
bank.

Table 3.8 shows the importance of our assumptions regarding initial investments and expected retumn to
investments. In this scenano, the vessel value was reduced by 25%. In other words, the initial investment
to enter the fishery decreases by that amount. As a consequence, expected retum to investment also
decreases, and profit increases for each new vessel #r any given amount of fish caught and processed. Table
3.8 shows that the break-even fleet would increase vy 58 vessels under these assumptions. Note again that
these conditions would have to hold for the time horizon of the investments. It should also be noted that a
drop in vessel values does not impact new investors the same as vessel owners who purchased the vessel at
higher prices. The expected return to the vessel owner should remain constant throughout the period he owns
the vessel, unless additional capital is put into the vessel. If the sales price of other vessels drops, it does not
affect the price paid or the expected return. Also, if vessel prices drop, it is a good indicator of the return
new investors in vessels are expecting and, therefore, a good indicator the earlier investors may be heading

for hard times.

Tables 3.9 and 3.10 show the impacts of the return on investment assumed for the fleet. For all. scenarios up
to this point, we have assumed a 10% return over 15-years. Because of uncertainty and volanhty in the
fishery, it can be argued that a 15-year time horizon is too long. Table 3.9 calculates the fishery using the
same 10% return on investment, but over 10 years. This has the effect of increasing the opportunity cost of
capital (or fixed costs if the vessel owner has borrowed money to purchase the vessel). Increasing
opportunity or fixed costs results in a smaller break-even fleet (42 fewer vasels) than in Table 3.5. A similar
impact is seen in Table 3.10 which assumes investors will not risk their money in the highty uncertain fishing
industry unless the return on investment is high. In this scenario, we assume a 1" "% return over a 15-year time
horizon, which results in 53 fewer economically viable vessels than the "break-even” fleet shown in Table

3.5.

"The opportunity cost of the vessel owner's labor must also be deducted from net revenue. We have
assumed that this is included in administrative salaries which are a component of fixed costs.
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Table 3.2 Parameter Definitions Used in the Break-Even Anatysis of Inshore/Offshore Vessels

Number of Vessels

This is the number of vessels modeled in each particular table.

Harvesting: The next rows from catch to fixed cost refer to harvesting only.

Catch Lbs. Total pounds of all species harvested by the vessel(s).

Species (mt) This is a breakdown of the catch of the vessel(s) By species I metric tons.

Ex-Vessel Vilue Total ex-vesse! value of all species harvested by the vessel(s).

Variable Cost Total variable cost of harvesting of all species by the vessel(s).

Fixed Cost Total fixed cost allocated to harvesting.

Processing: The next four rows refer to processing only and are only shown for catcher/processors.
Shore-based and mothership processing are not included.

Product Lbs. Total pounds of all products of all species produced by the vessel(s).

Vanable Costs Variable processing costs of all production by the vessel(s).

Fixed Costs Fixed costs allocated to the processing sector.

Totals: The next two rows combine harvesting and processing costs and revenues.

Total Income’ Ex-vessel value of delivered fish p-. = wholesale value of processed product.

Total Expenses Fixed and variabie harvesting costs plus fixed and variable processing costs.

Net Revenue Total income minus total expenses. This does pot include the opportunity cost of
capital, depreciation or any interest payments which are captured in the estimate of
opporiumity costs,

Vessal Value The estimated purchase price of the vessel including harvesting and processing
equipment. For the limit seiner class, this includes the value of salmon permits.

Opportuaity Cost This is estimated as the next best opportunity for the vessel owner's investment in the
vessel, equipment and permits. We assume the owner couid have purchased a mortgage
of the same value with a 10% yield over a 15-year period. The value shown represents
the annual payment which would accrue to such a mortgage. It should be noted that this
amount represents the costs of interest and principle the owner would be paying if the
vessel was purchased using borrowed fimds.

Net Econornic Return | Calculated by subtracting opportunity costs from net revenue. This is the amount of

profit above "normal profit” accruing to each class. Note that in this exercise it is
always positive. In the "Break-even” Tables 3.5-3.10 adding an additicnal vessel to a
given sector will turn this aumber negative for that sector.

Incremental Vessels v.

Modelled Fleet

This is number of vessels added to (or subtracted from) the modelled fleet as shown in
Table 3.3 for each particular scenario,

Incremental Vessels v.

Break-even Fleat

This is number of vessels added to (or subtractad from) the modelled fleet as shown in
Table 3.4 for each particular scenario.
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Table 3.11 Summary of Break-even Analyses
Break-even ,
Table Assumptions Number of Vessels
3.4 Modelled inshore/offshore fleet N 258
3.5 Break-even inshore/offshore fleet 333
3.6 Increase price by 10% ) N 440
3.7 Increase catch by 25% ' 415 .
3.8 Decrease vessel value by 25% : 391
3.9 Reduce investment horizon by 5 years 291
310 Increase required investment return by 5% 280

Conclusion from the Break-Even Analysis

Table 3.11 summarizes the break-even analysis. It is clear that the fleet as modelled in the inshore/offshore
amendment (2358 vessels) was relatively close to being fully capitalized It is within 182 vessels of the break-
even fleet shown for a 10% price rise which gives the largest break-even threshold. These break-even fleets
must be conirasted to the current fleet which, in 1993, consisted of 435 vessels over 60' LOA and an
additional 1,243 vessels less than 60' LOA. The Council indicates in their Problem Statement that many of
the problems prevalent in the fishery are occurming because of the existence of this overcapitalized fleet A
fully or overcapitalized fleet will provide few opportunities for growth and new investment. Even if a
moratorium or license program capped the fleet at its existing level, each existing vessel owner would attempt
to maximize returns to the investments they have already made by trying to increase their share of the harvest.
To increase harvest shares, they will need to invest in capital or labor on their existing vessels. Because the
overall TAC is unlikely to increase in the short-run, this results in higher costs for the entire fleet without a
consequent increase in total revenue. Unless the race for fish cansed by the common-property nature of the
fishery is eliminated, vessel owners will coatinue to make decisions which seem economucally rational for
themselves, but detrimental and irrational .for the fisheries, and nation, as a whole. Neither the moratorium
as approved by the Council, nor the license limitation alternatives appear to be able to eliminate the common
property aspects of the fishery. Paradoxically, the no-action alternative may allow resolution of the problems
facing the fishery sooner than if license limitation were implemented, because the time and administrative
burden associated with implementation of a license program will likely delay progress on more
comprehensive solutions. However, if potential fishery participants are expecting an eventual [FQ allocation,
this may provide an incentive to enter the fisheries despite the economic irrationality of such a decision. This
is one danger of the No Action alternative, unless the moratorium is resubmitted and approved. -

3.13 Inshore/Offshore Allocation under the No-Action Alternative

The Inshore/Offshore Allocation sunsets on December 31, 1995. A new analysis of the continuation of
inshore/offshore allocation is scheduled to begin in October 1994, regardless of the action the Council takes
on the license limitation program. The No-Action Alternative does not appear to impact the Council's abLhry
to take further action on the Inshore/Offshore Allocation,

3.14 Discards, Full Utilization, and Full Retention under the No-Action Alternative
The issue of discards and utilization in the groundfish fishenes in‘thc North Pacific has recently drawn
national attention. The Council has asked its analysts to prepare a document analyzing various programs

which might lead to more complete utilization of the fishery resources which are harvested. Additionally,
because the State of Alaska has proposed that the license limitation program be linked to a full-retention
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mandate, this section is included in the no-action alternative. The discussion will outline the issues around
the "discard problem" in the North Pacific and briefly discuss whether the No-Action Alternative will
preclude action leading to an acceptable solution.

Discards occur in the groundfish fisheries primarily for two reasons, regulatory and economic. An example
of regulatory discards is the discard of halibut in the Pacific cod longline fishery. Regulations prohibit the
retention of halibut in a hook-and-line fishery except during the open season for halibut. In the last few years,
halibut openings have been 24 hours or less, while the Pacific cod fishery is open over a period of several
months. Because halibut and Pacific cod are often on the same grounds, halibut are caught and, subsequently,
must be discarded by regulation. An example of economic discard is found in the arrowtooth flounder
fisherv. Because the flesh of arrowtooth flounder is prone to turn to mush during preparation, there is little
or no ma.rket, and most arrowtooth flounder are discarded.

To determine whether discards will be reduced under the no-action alternative, the question must be viewed
from both the economic and regulatory perspective. From the regulatory perspective, the relevant question
is: Will the no-action alternative help or hinder the development of regulations which might decrease the
likelihood of discards? From the economic perspective, the relevant question is: Does the no-action
alternative help or hinder the development of economic incentives to increase retention?

The Regulatory Perspective. Regulatory discards are those discards which occur because vessels are
prohibited from keeping them by regulation. Primary examples are discards of halibut, salmon, and crab in
the groundfish fisheries. Vessels participating in groundfish fisheries are prohibited from keeping catches
of these highly valuable species. Regulatory discards also occur when the allowable harvest of one species
is completed, but the harvesting activity for another species continues. If there is bvcatch of the first
incidental to the harvest of the second, then vessels may be required to discard those species. In most cases,
NMEFS attempts to manage closures such that discards are not mandatory, however this 1s not always possible.

The directed fishing standards (DFS) are the primary tool for regulating bycatch of species for which the
allowable harvest is close to being met. When the harvest of a given species approaches a predetermined
level, say 85% of the TAC, NMFS closes this fishery to directing fishing. It is at this point that the DFS are
implemented. In order to discourage discards, vessels are allowed to keep a set amount of "bycatch” species
in the other fisheries which remain open for directed fishing. If a vessel catches more of a given species than
is allowed by the DFS, then it must discard some of the bycatch species to remain legal. - Under the no-action
alternative, this system will continue to exist and it is likely that discards will continue. An analysts of full-
utilization alternatives is currently being undertaken by NMFS, and could be implemented under a separate
amendmeat to the Groundfish plans, independent of the Council's ultimate decision on license limitation.

The Economic Perspective. Economic discards will occur whenever the revenue resulting from the net
retention of the fish exceeds the net revenue achieved if the fish is discarded. With discards, the revenue
difference is often found in the time saved from not having to deal with discarded fish. In this sense,
economic discards may occur even if there are markets for the discard species. Discards of male rock sole
in the rocksole fishery, and of rockfish in the directed halibut fishery, are two examples. Time is critical in
fisheries where participants race to catch the available quota. Vessels that can catch fish fastest can control
more of the product. Often this results in catching capacity exceeding processing capacity. This is the case
for catcher-vessels delivering to shore-plants and motherships and for most catcher/processors, particularly
rawler processors. When the catching capacity exceeds processing capacity and there is a race for fish, most
of the conditions that result in economic discards are present Finally, for economic discards to occur, the
normal catch composmon must have fish of a certain species, size, or sex which, if processed, would rcsult
in less overall revenue.

In general, thres conditions lead to economic discards: (1) There is a race for fish. (2) Catching capacity
gxceeds processing capacity on individual vessels as well as in the fleet overall. (3) The composition of the
catch consists of fish of different relative value. Policy actions which reduce the likelihood that at least one
of the necessary conditions for economic discards will occur, have the best chance for success. Mandate fuil

‘In this discussion it is implied that there are markets for the fish which are being discarded. Some
fish of course cannot be sold at any price. Fishers and processors will tend to discard these fish even
when the first of the two conditions are solved.
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retention or utilization may reduce economic discards. It would tend to force catching capacity down, in
order to match it to processing capacity, thereby slowing the race for fish. Other actions such as an IFQ
system may also reduce the occurrence of discards. Either of these could be implemented without first
implementing a license limitation program. The No-Action Alternative does not appear to preclude the

Council from taking action on the discard issue.

315 Conclusions Regarding The No-Action Alternative

If the moratorium is resubmitted and no action is taken on license limitation, the fleet could draw from a pool
of up to about 13,500 qualified vessels. If the Council revises the moratorium to eliminate the halibut and
sablefish longline vessels associated with the IFQ fishery, then the moratorium fleet could draw from 4,000
vessels. Under the No-Action altemative, the economic incentives for these vessels to re-enter the fleet are
unchanged. This potential fleet still is much larger than the 1600 to 1700 vessels that participated in 1993.
Regardless of the size of the fleet, because most of the catching power is tied up in fewer than 500 vessels,
the problems of excess capacity that contribute to the problems listed in the problem statement still will exist.

The break-even analyses conducted for the inshore-offshore and moratorium analyses demonstrate this
overcapitalization. The moratorium analysis showed there were 20-25% more trawl vessels in the groundfish
fishery than could be justified by the economics. Break-even analyses that were based on the fleet as
modelled in the inshore-offshore analysis, and tested for sensitivity by varying input variables such as ex-
vessel prices, product prices, catches, amortization schedule, desired return on investment, and vessel and
permit purchase price, showed that the break-even fleet varies between 280 and 440 vessels. This contrasts
to the current 1993 fleet of 435 vessels over 60 ft and 1,245 vessels less than 60 ft.

Despite the poor economic picture generated by the above break-even analyses, the industry may continue
to invest capital in the fishery in an attempt to garmer a greater share of the harvest. This could happen
particularly if potential fishery participants expect an eventual IFQ allocation based on recent catch histories.
This is the downside of the no-action altemative. And this could happen whether or not a moratorium is
implemented. The downside of not resubmitting some form of moratorium is that the industry may perceive
the next few years to be one last chance to get in "under the wire” regardless of cost, to establish some
standing in the fishery. An advantage of pursuing the no action alternative is that if all efforts are dropped
on license limitation, more attention could be directed more expediently to developing a more comprehensive

solution to the overcapitalization problem.

As far as other ancillary issues such as inshore-offshore allocations, CD(Qs, and measures directed at waste
and bycatch reductions, these all are possible under the no action alternative and most likely will be

considered, with or without license limitation.
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3.2 Alternative 2: License Limitation
3.2.1 Introduction and General Discussion of License Limitation

Section 3.2.1.1 discusses license limitation programs in general, emphasizing similar programs in existence
around the world and their successes and failures. Section 3.2.1.2 deals with potential fleet reduction
mechanisms, and Section 3.2.1.3 examines the basic economics of license limitation programs and their
ability to address problems related to overcapacity. Detailed examination of the Council's license limitation
alternatives is in Section 3.2.2.

't

3.2.1.1 Limited Entry and Effort Control: Issues and Examples
Controlling Effort along Unlimited Margins

Limited entry programs have been used to limit different features of fisheries, including the number of
persons, vessels, or units of gear, indices of fishing capacity, and in some cases, a combination of these. In
general, however, these measures are not capable of completely prcvcnting increases in fishing effort because
a fleet may bypass the intent of the restrictions and expand effort in other ways. This is called capital
stuffing.!”

The State of Alaska's limited entry program on salmon, herring, and certain other species, limits the number
of persons who may operate gear. The salmon program run by the Canadian federal goveroment in the waters
off British Columbia initially limited the number of separate vessels.'® The State of Florida has started a
program in which individual lobster traps are subjected to limited licensing. The Australian federal
government limits an index of fishing capacity in a prawn trawl fishery off of its northern coast. This index
is based on measures of "under deck volume" and horsepower.

Some programs have limited more than one feature. For example, in the Australian northern prawn fishery,
the limit on the fishing capacity index is accompanied by a hmit on the number of vessels allowed in the
fishery. As a practical matter, any system which combines a hmited number of permit holders with a
regulation fixing the amount of gear each permit holder may use, limits both persons and gear.

Each of these approaches to limited entry, however, leaves ways for fishermen to expand their fishing effort.
Restrictions on persons, for example, can be undermined if persons are free to increase the number of gear
units they use. Limits on the number of vessels may be bypassed by changing the size and shape of the
vessels, the technology in use, the amount of gear used, or the number of crew. Restrictions on persons or
vessels may also be bypassed by the introduction of supplementary units such as tenders, spotter planes, or
additional skiffs." Gear restrictions can be bypassed by upgrading the capacity of vessels or gear, or by
cheating and fishing excess gear. Practical measurement problems mean that any index of fishing capacity
will pecessarily be a crude approximation to capacity and will miss ways in which the limited inputs can be
supplemented. The index in use in the Northern Australia prawn fishery has been circumvented by thc
introduction of "...satellite navigators, Kort nozzles, coloured echo sounders, sonar, and new trawling gear...
(Haynes and Pascoe, 1988: 7).

Although limited entry cannot control effort perfectly, there are important reasons to believe that it can be
a helpful element in fisheries management. Even if fishermen completely compete away the resource reats

"“Capital stuffing" refers to the increased capital investment associated with each unit of the limited
inputs. Capital stuffing is only one of the ways by which effort and fishing costs may be increased under
limited entry.

'®This program very quickly substituted a limit on the net tons allowed in the fleet for the limit on
vessels (Wilen, 1988: 251).

"*One of the most spectacular examples of the use of supplementary inputs was the use of helicopters
to move dnft gillnet vessels between open areas in the British Colurnbia herming sac roe drift gillnet fishery
(Wilen, 1988: 254).
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in the fishery, as they would be expected to do under open access, limited entry may slow down this process.
The present value of the rents preserved in the short run may be valuable and worth the cost of the program. -

Beyond this, however, theoretical analyses suggests that, under plausible conditions, limited entry can
increase or preserve fishery rents, even in the long run. Anderson (1985: 413-417)" showed that, when all
fishermen were alike, a limited fishery could generate more rents than an unregulated, open access fishery.
Limited entry would reduce costs as some vessels were taken from the fishery; these costs would be offset
somewhat as the remaining vessels expanded their effort to compete for the rents that bad been generated.
However, as long as there were limits to the fleet's ability to substitute other costly inputs for the restricted
input, limited entry could generate net benefits that could be sustained in the long run. In a fishery in which
fishermen differed, perhaps due to differences in skill, Anderson found a somewhat more complex situation.
Nevertheless, Anderson found that in this case, as well, a limited fishery entry could often generate more rents
than an unregulated, open access fishery, even in the long rum.

The assumption that inputs are not perfectly substitutable for one another is usually a reasonable one. At one
extreme, inputs may be used in fixed proportions. To some extent, this may be the case under the Alaska
limited entry program. In Alaska, gear operators are Limited and the gear that they may operate is highly
regulated. In some fleets, there may be little or no scope for the fleet to substitute increased gear inputs and
offset the limit on the number of gear operators. Although there may be more potential for substitution

between other inputs, few inputs are perfect substitutes for one another. :

Campbell and Lindner (1990: 66) have extended Anderson's analysis and pointed out additional conditions
that may be associated with the rent-generating capacity of limited entry. They reiterate Anderson's argument
about the importance of input substitutability. The more easily the fleet may substitute unlimited for limited
inputs, all other things being equal, the less capacity a program bas to generate rents, They also note the
xmponance of the "input mtcnsxty" for the himited mput The more intensively the fishery uses the restricted
input compared to other inputs, the greater the capacity of limited entry to generate rents. They note that high
input intensity implies that the restricted inputs would be a "significant proportion of total factor cost”
Finally, they suggest that the rent generating capacity of the program will be greater "if the economic pressure
to exploit the fish stock is not too great.”

These theoretical arguments that limited entry can help preserve rents are given some support in many limited
fisheries by the existence of positive prices for limited entry licenses.™ Permit prices should reflect the net
present value of the future rents expected from permit ownership by the marginal fisherman, the fisherman
who just finds it worthwhile to enter the fishery. The present value of this "resource rent"** would be zero
in an unregulated, common property fishery. The present value would also be zero in a limited fishery, if
effort in the fishery were not effectively constrained.

Permit prices have been positive, and even large, in many limited fisheries. Wilen (1988: 253) found that
almost 20 years after the start of the British Columbia limited entry program in salmon, licenses were trading

“Rents are the payments to the fishing operations greater than are necessary to keep the fishing
operations in the fishery. They are an excess over the profits that are customary to an operation engaged in
an activity of similar risk. Rents accruing to the superior skill of some fishermen may coantinue to exist under
open access. ' '

' Anderson discusses a program that actually reduces the number of operations active in the fishery.
The same analysis would apply to a program that prevents an influx of operations that might otherwise occur.

“The term "input intensity" is taken from Ferguson (1969:100).
PPositive permit prices are not proof of rents generated by limited entry. There may, for example,
be no rents in the present, but the fishermen may expect rents in the future. However, persistent positive

limited license or pcrmxt pnccs are gcnerally consu:iered st:onglv suggesnve of the presence of rents from
limitation.

*As opposed to the "ability” rent earned by fishermen who are better than the marginal fisherman.
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at about C$7,000 for each net ton. He noted that roe herring seine licenses leased for C$500,000 while
herring sac roe gillnet licenses leased for C880,000: Almost 20 years after the start of the Alaska limited
entry program, many licenses in the original limited fisheries still trade for high prices. Some dramatic
examples from early 1994 include the Cook Inlet salmon seine permit at $134,500, the Alaska Peninsula
salmon-drift gillnet permit at $391,500, the Bristol Bay drift gillcet permit at 5171,100, and the Kodiak set
net permut at $107,600 (Tingley, 1994:.2-3). Alaska salmon permit prices have tended to drop from highs
reached in the late eighties and early nineties. Townsend cites numerous examples of limited fisheries with
positive permit prices.

Both Anderson, and Campbell and Lindner note that under reasonable conditions, limited entry is likely to
be a "second best solution.” That is, the same amount of effort could be produced in a fishery at lower cost
using alternative fleet structures. (Anderson, 1985:415; Campbell and Lindner, 1990:65) However, there
may be many situations in which the available choices include Limited entry, but do not include some of the
solutions that could generate the higher rents. Many attractive management solutions may be ruled out by
the biology of the fishery, the technical problems associated with enforcement, budgetary considerations, or
the necéssities of political compromise.

The implication of the discussion so far, then, is that limited entry may not be able to constrain effort very
well because fishermen can substitute unlimited inputs for the limited inputs, thereby driving up their fishing
effectiveness and their costs. Nevertheless, theoretical and empirical evidence suggests that it is possible to
generate positive rents in a fishery using limited entry. In most cases, however, there are fleet configurations
that would generate even higher rents than a fleet under limited entry.

The history of the British Columbia salmon limited entry system shows how effort can expand under limited
entry. The commercial salmon fishery in British Columbia began during the nineteenth century. Since the
fish were valuable and could be exploited at relatively low cost, excess effort soon posed problems. These
problems led to a short lived limited entry program on the Fraser River as early as 1889. Excess effort
continued to be a problem after this program ended in 1892. (Fraser, 1977:1-2).

At about the time the fishery was limited in 1969, it was estimated that as much as hzdf of the gear in the
fishery could be taken out "without appreciable reduction in effective fishing capacity."® Retumns in the
fishery were small just before the ﬁshcry was limited. With the costs of social subsidies, thc net social benefit
from the fishery was probably negative.?

At the start of the program, the British Columbia salmon fishing fleet was composed of seiners, gillnetters,
and trollers. The criteria used to determine who would receive a Limited license gave all operators, meeting
certain catch threshoids, a permanent vessel license. 5,870 vessels received these "A™ licenses. 1,062 vessels
that bad been fished at levels below the thresholds were given "B" vessel licenses. Initially, vessels with “B"
licenses could not be replaced In 1970, the "B" licenses were given a 10-year expiration date. The licenses
were homogenous and did not distinguish between gear types. The capacity imtially licensed into the fleet
was greater than was needed to harvest the available resource. In fact, it was greater than the capacity that
had been used in either of the preceding two years (Fraser, 1979: 757).

The number of vessels operating in this fishery has decreased under the program. 361 vessel licenses were
removed in a buy-back program in the early seventies, and a further 26 were bought back in 1981 (Fraser,
1580: 7; Burlington and Associations, 1981: 15).7 The temporary permits have expired. I[n addition, the

A conclusion reached by Crutchfield and Pontecorvo as summarized by Pearse and Wilen
(1979:765). Presumably this means the capacity could be removed without affecting the ability of the fleet
to harvest the available fish.

*From a cost-benefit perspective, and ignoring otber social issues. (Pearse and Wilen, 1979: 765).
TThe buy-back programs are discussed in section 3.2.1.5.
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number of separate vessels has been reduced by the practice of pyramiding of licenses prior to 1980 This
is the practice of combining licenses from smaller boats to introduce a larger vessel to the fishery.”

However, while the number of vessels has been reduced, the actual effort and capital used in the fishery
appear to have increased. Vessels increased in size and physical capacity during this period By 1977, the
average horsepower had increased by 47% in the gillnet fleet, 43% in the seine fleet, and 36% in the troll
fleet. Average vessel lengths had increased by 6% in the gilloet fleet, 10% in the seine fleet, and 11% in the
troll fleet. Average net tonnages had increased 24% in the gillnet fleet, 11% in the seine fleet, and 17% in
the troll fleet Fraser suggests that real capital invested in the fishery had increased by 49% by 1977, and had
continued to increase through 1979 (Fraser, 1979: 757). Pearse and Wilen provide estimates showing that
the value of the capital ir- “sted in vesseis and gear (not in licenses) rose from about $81 million 1971 dollars
in 1969 to about $200 mu.on in 1977 (Pearse and Wilen, 1979: 767).

While there was an overall decline in the overall number of vessels, the number of vessels licensed to use
seine gear actually rose. 370 vessels were licensed for seine gear in 1969 and 514 were licensed by 1977
(Fraser, 1979: 761). The seiners tend to be the larger vessels in the fleet  The numbers of boats fishing more
than one of the available gear types rose as well.. The number of vessels licensed to use more than one gear
rose from 1,171 in 1969 to 1,923 in 1977. Fraser notes that the vessels fishing with more than one gear type
tend to be more highly capitalized than other vessels (Fraser, 1979: 757,761).

Managers have had to make many adjustments to the program rules in order to constrain effort increases.
Wilen described this process with the vivid metaphor of managers "chasing" fishing effort. The initial
limitation measure in British Columbia in 1969 was a limit on the number of separate salmon vessels allowed
in the fishery. Fishermen were allowed to replace vessels with larger ones. Almost immediately, 76 vessels
with a combined 186 net tons were replaced by vessels with a combined 596 net tons (Wilen, 1988: 251).

In respopse in 1970, managers added a net ton for net ton replacement rule. This effectively replaced the limit
on the number of vessels with a imit oo fleet net tonnage. Vessels over 15 net tons are surveyed in Canada
by law, so there were good figures on vessel net tonnage for these vessels. Most of the fleet, however, was
composed of vessels under 15 net tons. For these vessels, the Canadians adopted a schedule relating net
tonnage to vessel length. These rules, however, were not enough to constrain effort increases through
upgrading so, in 1972, the Canadians added a rule limiting the length of a replacement vessel to the length
of the vessel it replaced (Fraser, 1977: 31; Wilen, 1988: 251).

In subsequent years, managers continued to add restrictions to the program in an effort to constrain effort
increases. In 1977, the practice of replacing two or more vessels by a single vessel over 50 feet was
prohibited. In the same year, the conversion of gillaet or troll vessels into seine vessels was also prohibited.
In 1980, the practice of pyramiding two or more vessels into a single vessel was finally prohibited 1n all cases

(Wilen, 1988: 251).

Despite the history of effort increases, there are reasons to believe the program may have generated rents for
the fishermen. Seine vessels are also used in the roe herring seine fishery and, to some extent, increasing
capitalization in the berring fishery might lead to larger vessels in the salmon fishery without implying
salmon overcapitalization (Fraser, 1979: 758). As noted earlier, license prices have been fairly high. In 1979,
Fraser cited these as "a strong indication of some relative success.” (Fraser, 1979: 758) Pearse and Wilen
estimated that up to 1979, the effort increases had been slower than they would have been in the absence of
limited entry. Prior to the program, capital in the fleet had been growing at an average rate of 5.7% a year,
while after the program from 1969 to 1977, it grew at an average rate of 3.7% a year. This change did not
appear to be related to changes in gross revenues, which grew at about the same average rate before and after
limitation. There was evidence that limited entry had constrained the growth of capital in the fleet somewhat.
In 1989, Wilen cited the positive market prices for the limited entry tonnage licenses in the salmon fishery
as evidence that rents were being generated (Wilen, 1988: 253).

**There were also reductions in the amount of labor used in the fishery, but either Fraser or Pearse
and Wilen believe these were sufficient to offset the increased effort and costs associated with greater
capitalization discussed in the next paragraphs (Fraser, 1979: 757; Pearse and Wilen, 1979: 767).
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Fleet Heterogeneity

Prior to the lunitation of effort, fishermen may pursue different fishing strategies. If so, their levels of effort
and output may differ considerably. For example, some fishermen may be "life style” fishermen using the
fishery to obtain a small amount of cash to supplement a subsistence hf&style These fishermen may compete
in the fisherv with other, capital intensive, higher volume, fishing operations. These two different types of
fishermen may have very different levels of production in the fishery.

Differences in strategies may also be caused by differences in diversification. Some operations in a fishery
may have historically specialized in the harvest of a particular species. Other operations may have been more
diversified, fishing the target species as well as others. Specialization may also be associated with gear use.
Pot fishermen may have targeted a particular groundfish species while trawl fishermen may bave targeted a
complex of groundfish species. Different market strategies may also drive differences in fishing activity.
Some fishermen may be moving small volumes of high quality fish to fresh markets while others may be
moving larger volumes of lower quality fish to processed markets.

Faced with these differences in fishing strategies, and consequent differences in effective effort and
production, managers must decide how to define the limited entry permits. Considerable care must be taken
in defining the relevant fishery and the limited entry permits.

A classic example of the problems raised by heterogeneity of fishing strategies is provided by Alaska's
limitation of entry into the Alaska Peninsula salmon seine, dnft gillnet, and set gillnet fisheries in the mid-
seventies. These fisheries were among the first limited under Alaska's limited entry law. In the early
seventies, fishermen in the Alaska Peninsula area fished for salmon using a variety of different gear strategies.
Some fished seine gear, some drift gillnet gear and some set gillnet gear. Most fishermen fished a
combination of the gear types.

At this time, the state tended to define a separate permit for each gear type. It thus defined three penmit types,
purse.seine, drift gillnet, and set gillnet The number of permits for each gear type was based on the highest
number of units of that gear to have recorded even one landing in any of the four years prior to 1973.

Because most participants fished a combination of these gears prior to limitation, opting t6 fish different gears
at different times, this meant that some fishing operations were included in the determination of the number
of permits for more than one of the fisheries defined for limitation purposes. It also meant that many
participants were able to qualify and receive permits for two or more gear types.

After limitation, when conditions in the fisheries had improved and permit prices had risen, the opportunity
costs of holding one or more permits idle for portions of a salmon season rose considerably. As a result,
persons with more than one permit tended to concentrate their efforts on one gear type and sell off their
excess permits to new participants who could use them on a full-time basis. At initial issuance, 235
individuals received 392 permits in the Alaska-Peninsula salmon fisheries. By year-end 1988, 361 different
individuals owned the remaining 390 permits.

Under Alaska's program, the number of permits issued in a fishery depends upon the definition of the fishery.
For example, if Alaska had limited a Peninsula-Aleutian salmon fishery (any legal gear type), the number of
permits to be 1ssued for that combined gear type fishery would have been less than the sum of the number
issued in the three gear spectfic sub-fisheries which were actually limited. Fewer total permits would have
been issued.

However, a single combined gear type fishery also might have resulted in post-limitation increases in effort.
The number of permits in a combined fishery would hikely have been greater (given the rule used to set the
number of permits to issue) than the number actually issued in any of the three individual fisheries. Thus,
for exampl: the number of vessels which could use seine gear would have been greater under a combined
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fishery permit than the number which can use seine gear today. Defining a single combined gear type ﬁshcn
may have created as manv ways for effort to expand after limitation as creating three separate fisheries.™

More recently in the Southeastern Alaska king and Tanner crab fisheries, the state opted to take a new
approach to dealing with the fishery definition problem. At the time, the main fisheries segregated for
management purposes were the Tanner crab fishery, red king crab fishery, and the brown king crab fishery.
Blue king crab was mostly caught incidentally in the red king crab fishery. An examination of the data
revealed that, while some participants concentrated on only one of these species, most had fished and landed
two or more of the species.

The sysicm adopted and defined three fisheries: red/blue king crab pot fishery, brown king crab pot fishery,
and Tanner crab pot fishery. In each case, the number of permits to issue was based upon the highest number
of units of gear fished in the last season completed prior to the qualification date.

However, to avoid post-limitation increases in participation similar to those occurring in the Peninsula-
Aleutian salmon fisheries, the state adopted regulations to issue a single non-severable, integrated resource
permit to those who qualify for a use privilege in more than one of these three fisheries. An integrated
resource permit conveys whatever combination of use privileges (in these three fisheries) for which the
applicant qualifies. The holder cannot sell the use privileges separately from the combined permit, the
integrated permit must be sold with all the use privileges embodied in it

The permit options adopted in the Southeastern Alaska king and Tanner crab fisheries will reduce the number
of permits issued relative to what would have been issued under a three fishery option w:thout non-severable
integrated permits. It should also help prevent post-limitation increases in participation levels.®

Even more recently, the Pacific Fisheries Management Council used a similar approach in its limitation in
the west coast groundfish fishery. West coast groundfish are harvested with a vanety of gears and strategies.
Bottom trawls are used to harvest Dover sole, arrowtooth flounder, thomyheads 1 sablefish; midwater
trawls are used for Pacific whiting and widow rockfish; pots are used for sablefisk, ionglines are used for
sablefish, rockfish, and ling cod; set nets are used to harvest rockfish, white croaker, and halibut off of
California. Factory trawlers have not been active in this fishery to date (PFMC, 1992: 5-41 to 5-61).

Limited entry was imposed on this fishery, effective January 1994. Fishermen were given a standard limited
entry license which was endorsed for the different gears they were entitled to use. There were separate
endorsements for pot, longline, and trawl gear. No distinction was made for the different types of trawl gear
in use. A fishermen was issued one or more of the endorsements depending on his participation with the
different gear types during a qualifying, or window period. Endorsements caonot be separated from the
permit to which they are attached A fisherman who wants to diversify into new gear types must buy a new
permit with the gear cndorsemcnt desired, or can sell the permit he holds and buy a new permit containing
the desired gear endorsements.” :

Even if fishery definition issues are not important, or once they have been decided, issues are still raised by
the differences among the fishermen within a defined fishery. If all fishermen are given permits that provide

»This discussion of the Peninsula-Aleutians salmon limitation follows Schelle and Muse (1989:18-
21).

**This discussion of the Southeast Alaska crab limitation follows Schelle and Muse (1989:21-22).

'Four classes of endorsements were issued for each gear type. "A" endorsements went to vessels
meeting minimum landings requirements for the gear during the landings window. "Provisional A"
endorsements went to vessels under construction during the window. "B endorsements went to vessels that
operated, but didn't meet landings minimums during the window (these expire after a short period).
"Designated species B"” endorséments are meant for vessels to be used to barvest currtntly under-utilized
species. (PFMC, 1992: 2-5). The licenses also carried a vessel length endorsement.” This is discussed later
in this section.

64 Scptember 17, 1994 - 12:23pm



of fishery attributes and the types of design considerations which might affect the net economic benefits, of
a license limited entry program.

Anderson (1985a) demonstrated theoretical conditions where a license limitation program can result in

efficiency gains. Campbell and Linder (1990) found that efficiency gains from a license limitation program

were possible as long as non-restricted inputs could not be substituted easily for restricted inputs, and as long
"~ as restricted inputs are a significant proportion of the total cost of fishing effort.

Wilen (1988b) noted that the creation of rents in a limited fishery may depend upon fishing technology and
the interaction between fishermen and regulators. He also argued that in many limited fisheries, constraints
on the unit of gear are probably the most binding restriction which discourages an individual from upgrading
their vessel to increase fishing capacity.

Wilen suggested that the appearance of economic rents, as evidenced by limited entry license values, are
probably more dependent upon fixing the number of units of gear rather than fixing the number of units of
vessel capital. If the terminal gear was sufficiently constrained, he felt that it would be relatively fruitless to
expand vessel fishing capacity beyond a certain pomt although additional rent dissipation could occur through
excessive 1n-season movement, searching, and etc.

Hannesson (1988) concluded that limited entry programs may be better than their reputation and should not
be dismissed outright. He also suggested that if the substitutability of components of fishing power is not
great, then a limited entry program might be successful.

The political economy of many limitations tends to support the initial issuance of a greater than optimal
number of units of gear in the fishery (Townsend 1992). Political considerations may sometimes lead to the
initial issuance of more licenses, rather than less, to reduce the number of persons opposing the program.
Increasing the number of licenses initially allocated may also increase the number of persons who cannot be
excluded without compensation.

If a limited entry program can control the number of units of gear in a fishery and adequately contain the
growth of fishing capacity of each individual operation, then it might be possible to generate increases in
economic benefits from further fleet reductions. Nevertheless, many programs have never attempted fleet
reductions and the fleet reduction programs which have been tried have had mixed results at best.

Buy-back programs are often "voluntary,” meaning that a license holder does not have to surrender a license
(and sometimes vessel and gear) unless the holder considers the compensation offered as adequate. However,
license holders are sometimes taxed to provide the underlying funding for the buy-back program.

In such circumstances, license holders who want to remain in the fishery would want the present value of the
increase in their net benefits to exceed the present value of their buy-back taxes. If a buy-back program could
achieve this, both those exiting the fishery and those remaining in the fishery would be made better off or at
least no worse off.

Whether or not a buy-back program can achieve such a result may depend upon the nature of the fishery and
the rules of the program. In some cases, a significant portion of the licensed fishing capacity may already
be idled and large quantities of use-privileges may need to be purchased before the remaining active fleet
obtains benefits from additional catch.

The decision rules of the buy-back program may impact the cost of removing fishing capacity. Some
programs remove vessel and gear as well as the underlying license. In some cascs, the vessel is resold with
restrictions that it can no longer be used in certain fisheries. In other cases, the vessel may be destroyed.
While these actions may help to protect the vessel values of the rematning license holders, the rules may
result in a drain in buy-back funds and hence the purcha.sc of less fishing capacity than would a buy-back
program which purchases the underlying license only.*

*Sometimes the destruction of a vessel purchased or the resale of the vessel with restrictions on its
(continued...)
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Programs which purchase and resell vessels and/or gear can also drain buy-back funds for other reasons. A
substantial portion of real administrative costs can become tied up in the tasks invoived in purchasing and
disposing of the vessels. Vessel and equipment appraisals, negotiation of purchases, storage of the purchased
equipment, maintenance of the purchased equipment, and sale commissions for resales are some of the types
of administrative tasks which need to be done, but which consume available funding.

Resale values are reduced by placing restrictions on the future use of the vessel and can be lower if an
inordinate number of vessels are placed upon the market at the same time. Spreading the sales out over time
may require longer storage periods and increase the probability that the vessel will deteriorate in storage if
not maintained properly. This may also increase storage and maintenance costs and/or reduce resale value.

The removal of fishing capacity through buy-back programs may also be hampered by the expectations which
such programs may generate. If a buy-back program is expected to increase the-future net benefits and license
values of the remaining fleet, some license holders who might otherwise opt to sell to someone in the absence
of the program may opt to hold onto their license in the hope of obtaining a higher price in the near future.
This problem may not be large if there is a significant risk of "missing out altogether” by waiting.

Persons interested in designing buy-back programs to achieve the largest reduction in fishing capacity, given
the available funding, may have to consider many factors in deciding upon the best procedures and decision
rules to follow. Such decisions may be more difficult, the more complex the licensing scheme and the more
diverse the vessels in the fleet.

This section provides a few illustrative examples of attempts to reduce fleet sizes through buy-back programs.
The examples help to illustrate the types of issues and problems which may anse and provide some
information on what was accomplished under the program. This section also describes two other approaches
to reducing fleet sizes. The two other approaches are area licensing and fractional licensing.

The information in this section has been drawn from existing literature. No attempt has been made to provide
updates on programs beyoond the information provided in the literature cited.

32121 Buy-back Programs: Issues and Examples
The Norwegian F Seine Fisherv Buy-back P

Hanpesson (1986) provided an example of a fleet reduction program in the Norwegian purse seine fishery.
The fleet consisted of vessels which varied widely in size from 90 feet or less to 200 feet or more. The fleet
targeted pelagic species such as capelin, herring, mackerel, and biue whiting, .

Hannesson indicated that the power block was introduced in the early 1960s and that this had greatly
increased the fishing capacity of the vessels. Harvests of the pelagic species increased rapldly over the 1963-
1967 period and the Atlanto-Scandio herring stock was brought to near collapse.

A ban on tbe introduction of new purse seine vessels was introduced in 1970. This stopped the growth in the
number of the larger vessels. However, total fishing capacity continued to grow. Owners of smaller vessels
had been permitted to replace them with larger vessels up to 6,000 hectoliters (hl) of cargo capacity. Other
vessels were also modified to increase their fishing capacity.

In 1973, a formal license limitation program was introduced. The license allowed a particular person to
operate a particular vessel of a given cargo capacity. The goal was to limit fishing capacity through
restricting cargo capacity. . However, vessels could be replaced or altered and eventually licenses could be
transferred between persons or vessels with the approval of the Ministry of Fisheries.

(...continued)
use have been justified as a means to prevent "spill-over effects” into other overcapitalized fisheries which

aren't covered by the buy-back program. See Section 3.2.1.4 for a discussion of how limited entry on a
piecemeal basis may result in spill-over effects into unlimited fisheries.
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Hannesson noted that the fishing capacity of a vessel could still be increased through alterations and better
equipment.  Similarly, increases in fishing capacity could occur upon vessel replacement. Moreover, small
vessels were exempt from the licensing system. As a result of this, there was a growth in fishing capacity
under the licensing restrictions.

In 1979, the government began a buy-back "grant" program to reduce fishing capacity. The program was
operated by a fisherman's bank created by the government Hannesson reports that the program halted the
growth in cargo capacity and led to an 18% decline over the 1979-1984 time period. He indicates that this
was less than the capacity reduction needed to maximize economic rent in the fishery.

Grants were given in return for destruction of the vessel, subsidizing the sale of a vessel to foreign buyers,
and for subsidizing the sale of the vessel to a domestic buyer who was converting it to another purpose. The
limited license was eliminated with the grant transaction.

The amount of the grant was determined by set rules, and owners could voluntarily decide if they wanted to
participate. As the program evolved, the maximum potential amousts of the grants were increased to draw
out more volunteers. Increases occurred in August 1979, November 1979, July 1980, and July 1982. The
July 1982 guidelines apparently brought in new factors to be considered in the awarding of grants.

Hannesson indicates that the program appeared to be pulling out the cheapest licenses first, but it was unclear
if the tendering process was best. He notes that the successive increases might cause fishermen to adapt their
expectations and wait for the grant amounts to be increased further. He also notes that the procedure draws

out the process over time.

Did the grant buy-back scheme produce net economic benefits? Hannesson asked the question in the
following two ways:

(1) Did the retirement of licenses so improve incomes for the remaining vessels that they could
have paid for the cost of the licenses and still be left with a net gain?

. (2) Did the cost savings achieved by the retirement of vessels outweigh the amount paid for

h retirement?

Based upon available data and some seemingly reasonable assumptions, Hannesson concluded that the answer
to both questions was ves, and the present value of the benefits from the buy-back program appeared to
outweigh the costs.

The British Columbia S Buv-back |

The British Columbia salmon limited entry program was discussed in the previous section on limited entry
programs. This section briefly describes two buy-back programs that were used in the British Columbia
salmon fisheries. The information for the description comes from Campbell (1973), Pearse (1982), Fraser
(1980), and Schelle and Muse (1984).

The first buy-back program began in 1971 funded by an increase in fees on Class A licenses, and by the resale
of vessels purchased. A buy-back committee of industry members was charged with program development
and program implementation.

The program ran on a "first-come, first-served” basis. No fleet reduction target was established and no
attempt was made to balance expenditures across gear groups. License bolders could submit non-binding -
applications to the program. They were offered an appraised value for the vessel and license, plus a 5%
bonus. The costs of the bonus and the resale of the vessel were absorbed by the program.

The vessels that were purchased were stripped of their license and resold with the stipulation that the vessel
could not be used in any fishery on the west coast of Canada. The reasons given for the stipulation were to
avoid spill-over effects into other Canadian overcapitalized fisheries and to prevent the remainder of the fleet
from upgrading more easily by purchasing an auctioned vessel.

The use-restriction probably also helped maintain the market value of vessels rematmng in the salmon fleets.

However, the stipulation helped to drain buy-back funds as the average resale value of the vessels (excluding
commissions) represented approximately 43% of the vessel and license purchase price. Other factors which
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may have contributed to lower resale values were deterioration in storage and the auctioning of largc
quantities of vessels at one time (Schelle and Muse, 1984).

This buy-back program was terminated in 1974, The buy-back "fixed" annual license fee had remained
unchanged while the number of Class A licenses fell. Thus, buy-back revenues from licensing fell. More
importantly, improved salmon runs and higher ex-vessel prices in 1973 led to a considerable increase in
license values. Thus, vessel and license asking prices were rising and few operations could be purchased with
the available funds. As a result the program was terminated.

When the program was terminated, 361 vessels had been retired representing approximately 6% of the
licensed Class A Fleet. Vessel and license purchases had cost about six million Canadian dollars. A large
portion of the program's administrative costs were resale commissions. Resale commissions averaged 8.5%

of the resale value.

For the most part, a "first-come, first served” decision rule was used to decide which vessels to purchase. The
question arises as to whether or not a different decision rule would have resulted in a greater reduction in
fishing capacity {or current production) than the rule chosen, given the same level of buy-back revenues.

Since the salmon licenses were restricted in terms of net tons, one might suggest ranking the offers by their
cost per net ton. However, the use-restriction placed upon the vessel upon resale complicates matters, as
vessels may have varying percentage declines in their resale values because of the new use-restriction. Under
the buy-back program, appraisals were based upon the current uses of the vessel. Vessels were purchased
based upon the appraisals and later resold with restrictions on the use of the vessel.

Declines in resale value due to the use restrictions will depend upon the other altermative potential uses for
the vessel. Thus, if the goal was to remove the maximum amount of fishing capacity, it is not entirely clear
what decision rules would have maximized the "bang for the buck" given the constraints of the first buy-back

program.

A second and smaller buy-back program was implemented in the British Columbia salmon fisheries in 1981.
An industry committee and some government representatives implemented the program. The funding of
approximately 2.9 million Canadian dollars came from federal sources and needed to be spent before the
fiscal year ended in March 1981. In the short time available, approximately 2.5 million Canadian dollars

were spent.

Applications were taken from mid-February to March 1. Despite a $100 application fee, 351 applications
were received. There was time to complete appraisals on 111 vessels and offers to buy were made to 32
fishermen. The offers were accepted by 26 fishermen. The vessels, which were purchased for about 2.5
million Canadian dollars, were resold at auction for $(C)660,000. Pearse (1982) indicated that the vessels
had deteriorated after a long period of storage and had been auctioned into a weak market. The money from
vessel resales went into the Canadian government's general fund.

The buy-back committee apparently had a great deal of discretion in making their decisions on which vessels
to purchase. Purchasing the maximum fishing capacity with the funds available, purchasing a balanced fleet
mix (in value terms) at a low cost per ton, and "equity considerations" such as the health and age of the vessel
owner” were some of the critenia used in the decision-making process.

The committee also had some discretion with respect to offer prices. While vessel appraisals were used, the
committee could modify their offer prices based upon the size and age of the vessel and personal knowledge
of the vessels by individual committee members.

lian Northern Pravwn Fisherv Buy-back F

Wesney (1988) reported on the evolution of a license limitation program in the Australian Northern Prawn
Fishery (NPF). According to Wesney, the catch in the fishery vaned widely on an annual basis, but averaged
about 9500 tons and was usually worth from $100 to $150 million in export value which made it Australia's

largest export eaner. Several species of prawns were involved.
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The fleet consists of trawlers from 19m to 23m in length, many of which are "state of the art" freezer boats.
The fleet was limited in 1977 to 292 licenses and had a restrictive vessel replacement policy. Despite hxmted
eotry and the vessel replacement policy, fishing capacity continued to increase.

Smaller vessels which were less than 21m or less than 150 gross construction tons could be replaced with
vessels up to those Limits. Larger vessels could be replaced as long as they did not exceed their original
lcngth and gross coustructlon ton measurements.

Wesney mdlcated thaJ: other increases in vessel size (non-constramed dimensions) could not be enforced.
This factor, coupled with technological innovations in boat design, construction, and engine power led to
increases in fishing capacity upon replacement. Improvements in navigational aids, ﬁsh-ﬁndmg aids, fishing
gear, and equipment also played a role.

In the early 1980's, the profitability of the fleet was in decline for these and other reasons. An IFQ quota
management program was not considered to be feasible. The availability of banana prawns, a key portion
of the prawn resources, was highly variable and unpredictable from year to year. As a result, it was not
practical to set an annual quota and stick to it.

The fishery harvested several species of prawns worth different market prices, which also made an IFQ
program less feasible. Additionally, there were several aspects of the fishery which might make [FQ
enforcement a difficult endeavor.

Instead, fishery managers decided to go to a more elaborate program of input controls coupled with a fleet
reduction program. A "boat unit" measurement was defined as a proxy for a unit of fishing capacity. A
vessel's total boat umits were derived by adding together the vessel's under-deck-volume and the
manufacturer's specified maximum continuous kilowatts brake power of the vessel's engine.

In 1984, when the program began, there were 131,769 "boat units" called "Class A" units assigned to the fleet
of 292 vessels. The number of these units could decline but could not increase. The original nght to a limited
entry endorsement was assigned as a "Class B" unit. There were 292 of these. The number of Class B units

could also decline but could not increase.

To decrease the number of both Class A and Class B units in the fishery, industry proposed a buy-back
program called the "Voluntary Adjustment Scheme” (VAS). The VAS that was established was managed
under an agreement with the Australian government and the NPF Trading Corporation, LTD. A buy-back
trust fund was established and funded by an annual levy on all NPF fishermen.

Wesney indicated that the annual levy on an average-sized trawler of 400 Class A units was about $18,000
and that the levy on all boats was bringing in about 3.8 million Australian dollars. A government-created
National Fishery Adjustment Scheme organization also loaned 3 mullion dollars to the NPF trust fund to assist

the VAS. This loan has to be repaid by the levies on fishermen.

The goal of the VAS was to reduce the Class A units from 131,769 to 70,000 by 1993. Fishermen wishing
to exit the fishery could sell their units to the buy-back authority. While the vessel owner is responsible for
disposing of the boat, apparently the NPF Trading Corporation is responsible for helping to negotiate the sale
of the boat to foreign buyers where there is a market for the trawlers used in the fishery.

In addition, anyone who wanted to replace a vessel must surrender one Class B license and the number of
Class A units by which the replacement vessel exceeds 375. The replacement rules and VAS began in 1985. .
Other management measures included in the management mix were permanent closures of prawn nursery
grounds, seasonal closures to optimize prawn size, and closures to prevent exploitation during critical
recruitment periods.

In 1986, gear restrictions and other measures were introduced in response to evidence that the tiger prawns
were being overfished. Further conservation measures were taken in 1988. In addition, greater emphasis was
placed upon the VAS system.

Wesney provided information as of March 1988 on progress under the VAS and vessel replacement
programs. The number of Class B units had been reduced from 292 to 254 and the number of Class A units

had declined from 131,769 to 114,091.
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Wesney was optimistic about the success of the program. He noted that the program had the suppornt of
industrv even though the average trawler was paying an apnual levy of $(A)18,000 toward the VAS fleet
reduction. 1987 was a profitable year for fishérmen and Wesney feit that they would soon be receiving
dividends from their buy-back investment. Most of the idle capacity and some operatonal units had been

removed from the fleet

Wesney noted, however, that the market price of Class A units had risen to $(A)450 to ${A)650 from
approximately $(A)120 at the start of the program. This suggests that removing additional units might
become increasingly expensive.

Joseph Haynes and Sean Pascoe (1988) were less optimistic about the long-term outcome of the VAS. Using
a mathematical programming model, they analyzed several different management policies and scenarios for
the fisherv. They concluded that under sole ownership, the optimum size of the fleet would be much smaller
than that which VAS had targeted as a goal. They also saw few benefits to the vessel replacement pohcy and
thought that it was actually retarding consolidation.

The model simulation of the VAS did achieve positive rents under middle and high price scenarios (but not
the low price scepario) if the cost of financing the VAS were ignored. They felt that the VAS would have
a better chance of success if the levy were placed on effort rather than Class A units. The authors noted that
the VAS might be beneficial from society's viewpoint. This might occur if an ongoing positive rent can be
generated, resources which leave the fishery can earn positive returns elsewhere, and resources which remain
in the fishery can accrue greater returns than they did previously.

Haynes and Pascoe noted that their analysis assumed that fishing power per Class A unit would remain
constant. However, there were likely many ways that fishing capacity could increase per Class A unit over
time as substitution of inputs occur. Thus, the authors felt that the positive rent result from the simulations
of the VAS policy should be viewed with caution.

Washinetor's Salmon Fishery Buy-back B

Buy-back programs in the Washington state salmon fisheries occurred in the late seventies and early eighties
(Jelvik 1986, Schelle and Muse 1984). Reduced allocations to non-Indian commercial fisheries due to the
Boldt court decision and subsequent court decisions played a large role in limited entry and buy-back funding
decisions.

In 1974, the State of Washington enacted a three-year moratorium on new salmon fishery licenses and permits
in commercial salmon fisheries. The moratonum had been under consideration for several years but the court
case helped motivate the action. Licenses were issued to owners of vessels which had landed salmon from
January 1970 through May 1974, and also to some vessels which had been under construction. The licenses
were transferable and not tied to the vessel.

In 1977, the moratorium was extended until 1980 and charter boats were placed under the system. After
1579, the commercial license moratorium was made permanent and vessels had to land fish in the previous
vear to continue to be licensed.

In 1975, Washington implemented legislation to implement a gear reduction program and received a grant
from the Economic Development Admimstration (EDA) of which $2,700,000 was evcnmally used for gear

reduction programs.

Washington's first buy-back program began in January 1976. The vessel, gear, and license were all purchased
under the program. Applicants were handled on a first come-first served basis. The state offered to purchase
the license for a fixed nominal fee, the vessel and equipment for appraised value, and nets according to a fixed
schedule. The vessels purchased were to be resold with the provision that the vessel could not be used in
Washington State.

No attempt was made to allocate buy-back funds among different fleets to achieve a balanced reduction across
fleets. The first buy-back program purchased 253 vessels of which 244 were Puget Sound giilnetters. There
were substantial admintstrative costs associated with the purchase, maintenance, storage, and resale of vessels
and equipment. On average, only about 42% of the vessel's purchase price was recovered upon resale. Many
of the vessels deteriorated 1o storage prior to resale and a few sunk at the docks.
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The separation of electronic equipment from the vessels appeared to lower the resale value of both vessel and
equipment. In some cases, both the vessel and ele¢tronic gear were damaged during the separation. Resale
values were also lower because of the stipulation that the vessel could not be used in a Washington fishery,
and may have been lowered by the practice of auctioning the vessels 30 to 50 at a time.

A federal audit of the program over the June 1976 through June 1979 time period indicated that marginally
productive operations rather than serious fishermen were being removed The program manager indicated
that this part of the program had not been very successful at reducing fishing effort. He felt that the program
had been successful in removing non-producing licenses but had resulted in little impact on the amount of
gear fished

In the Spring of 1979, with about $800,000 left to spend, the program was changed. Applications for the new
(second) program were taken for a two-week period. The applicant could apply for one of two options.

Under the first option, the applicant could sell the license to the program at its estimated 1978 market value.
Under the second option, the applicant could opt to sell vessel, license, and gear. Persons selecting the first
option would be taken before those selecting the second option.

Under the second option, the program offered to pay for the license and gear in accordance with a schedule,
where the payment for the license was less than under the first option. Again, the vessel price was based upon

appraisals.

This part of the buy-back program saw the first extension of the program to the fisheries outside of Puget
Sound. This included gillnet fisheries in Willapa and Grays Harbor as well as the ocean troll fishery. Again,
there was no attempt to target a portion of the funds to a particular gear group. This portion of the program
was dominated by purchases from trollers.

A thirdlbuy-back program began in late 1980 based upon a Congressional appropriation to purchase licenses
only. Under the program, the state offered to pay. a fixed fee equal to the estimated market value of the
license ‘calculated from recent transfers. A $500 bonus was offered if the application was received before a

given date.

Under this phase of the program, not enough money was available to purchase licenses from all of the
applicants. To decide which offers to accept, applicants were ranked by the length of time they held their
license. Enough money was available to purchase licenses that had been held for five or more years.
Licenses were purchased from 198 of 323 applicants.

A fourth program began in October 1981, again using federal funding. Under this part of the program, only
fishermen who held their licenses prior to December 1980 were able to apply. The fourth program offered
two options both of which avoided the actual purchase and resale of vessels.

Under the first option, the state would purchase the license only at the state's estimated market value from
the previous vear. Under the second option, the state would purchase both the license and a promise not to
use the vessel in Washington's commercial salmon fisheries for 10 years. The restrictions placed upon the
future use of a vessel were purchased at 30% of the vessel's appraised value.

The fourth program was the first one which tnied to achieve a balance across the different fisheries by
allocating a portion of the buy-back funds to each fishery. Through December 1983, 141 licenses had been
purchased under the first option and an additional 170 licenses and vessel restrictions bad been purchased -
under the second option at a total cost of $6,180,333. The purchases were distributed over all fishenies.

Oregon implemented a moratorium on new licenses in the Columbia river drift gillnet fishery in 1980.
Approximately 572 permits were issued under liberal grandfathening rnules (Schelle and Muse 1984). In 1981,
the moratorium was made permanent and the permits were made transferable.

In 1981, the U.S. Congress made provisions for the purchase of vessels and permits from Columbia River
dnft gillnet fishermen impacted by the Belloni court decision in 1977. Based upon experiences elsewhere,
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a "permit-only” buy-back program was implemented in 1983. Thus, the real costs associated with purchase
and resale of vessels and equipment were avoided.

The mechanics of the buy-back program were fairly simple. Permit holders could submit "offers to sell”
during an application period. The administrator would then rank the offers to sell in ascending order and pick
a "cut-off" point. Offers at or below the cut-off point would then be accepted.

The first application period occurred in approximately 2 one month period in mid-1983. Thirty-five offers
to sell were received and a cut-off point of $5500 was picked. . Twenty-five permits were purchased at an
average cost of $3600, which was above the previous year's estimated market value.

A second application period was held in early 1984. Sixty-five applications were received and a cut-off point
of $5450 was picked. Thirty-one permits were purchased at an average cost of $4900. There appeared to be
some evidence of strategic behavior duning the second application, as many offers to sell were near or at the
cut-off point from the first application period.

3.2.12.2 Other Fleet Reduction Methods

\rea Licers;

MacGillivray (1986) reported on an another method of achieving fleet reductions that has been used in the
British Columbia roe herring fisheries. The method was called "Area Licensing” and represents a possible
alternative to buy-back programs for reducing fleet sizes in overcrowded limited fisheries.

The hectic roe herring fishery was first limited in 1974. However, the numbers of licenses granted made the
fishery very difficult to manage. Moreover, additional investments by license holders after limitation led to
further increases in the fishing power of individual operations.

In 1979, herring populations declined and the likelihood that the vast majority of the fleet would be
concentrated at each opening increased. This caused concerns about the manager's ability to control the
harvest. Prior to the 1981 fishery, a number of new management options were discussed with industry
groups. These included not opening the fishery, individual vessel quotas, vessel pooling, and area licensing.
The majority of the industry groups favored area licensing.

Prior to the 1981 season, a seine or gillnet roe herring license allowed a vessel to participate in all open areas
in the waters off British Columbia. Beginning with the 1981 season, each license holder was required to
choose one of the three herring areas to fish in for the year. Safeguards had been put into the system in case
too many fishermen applied for a particular area. These were not needed however as an adequate distribution
across areas occurred by giving all fishermen a license for their preferred area.

In 1982, the program was changed to allow for fleet consolidation through "muitiple licensing.” Again, each
fisherman was allocated a license for a single area only. However, by leasing a license for a different area
from another fisherman, a license holder could use his vessel in more than one area. In this "multiple
licensing" process, some fleet consolidation could occur and total harvesting costs could be reduced.

The original goal of drea licensing had been to make the fishery more manageable by reducing the
concentration of gear at any particular opening. With the "multiple-licensing” regulation introduced in 1982,
the area licensing program also became a means to reduce fishing costs through consolidation of licenses onto -
a single vessel.

As the result of this area licensing scheme, MacGillivray reported that the number of vessels participating
in the British Columbia roe herring fishery declined by approximately 30% over the 1982 through 1985 time
period The number of vessels fishing in multiple areas increased in each of these years as consolidation
occurred through private contracting.

Presumably, both license holders who opted not to fish and leased out their licenses, and persons who leased

a license to fish in an additional area were made better off by this consolidation. MacGillivray provided
survey and hearsay evidence suggesting that real cost savings had occurred through the consolidation process.
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vessels in the hypothetical redfin fishery. A total of $30,000 of profit is being gcnerated per year per vessel,
and $1.5 million for the fleet as a whole. .

Now assurne that one additional vessel enters the redfin fishery™ as shown in Scenario 2. Under the same
TACs, product prices, and costs, the profit or producer surplus accruing to each vessel and to the entire fleet
is cut. This is because the new vessel's fixed costs added to the total fleet cost of prosecuting the fishery,
while the flest revenue stayed the same. Each of the original 50 vessels are still profitable, however ,the
extra profits they were earning have been have been cut in half ® Because there are profits in the redfin
fishery, even with'51 vessels, additional entrants are a possibility. If another vessel enters the redfin fishery
the fleet profits fall to zero as seen in Scenario 3. Each vessel is still economically viable, as they have
coverec their fixed, variable, and opportunity costs, but no extra profits are to be had. If the 53rd vessel
started fishing (Scenario 4) none of the vessels can cover all of their fixed and opportunity costs, and
depending on their ability to withstand losses, one or more vessels will eventually leave the fishery. In the
process, profits to the fleet will be negative. Scenarios 5-8 show that in order for the redfin fleet to break-
even with 33 vessels, variable costs would have to decrease or revenues increase by $7.50/mt, the TAC would
have to increase by 1,923 mt (the break-even catch level with 52 vessels), or opportunity and fixed costs fall

by over $14,000.

“?For simplicity, we assume that the new vessel aiready exists, and incurs no cost in changing over
to the redfin fishery. Any change-over cost would of course lessen the profit eamed by that vessel and the

fleet as a whole.

“*The fact that per vessel profits were reduced by over 50 percent is a result of the numbers used for
this example. In actuality, the per vessel decrease in profits will vary depending the relative variable and

fixed costs and revenue.
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Table 3.12 Hypothatical Redfin Fishery
Total MNo.ot Ex-Vesssl Total Variable Opportunity &
Harvest Vessgals Price Rsvenue Costs  Flxed Coats  Total Cost  Total Rent
Scenario 1 Status Quo Starting Point ' . o
Each Vesssl 2,000 1 $750  $1,500,000 $720,000 $750,000 $1,470,000 $30,
Flast 100.000 50 $750 $75.000.000 $36,000,000  $37,500,000 $73,500.000  $1.500,
Scenario 2 Status Quo With Entry Of One Addltional Yessel .
Each Vessal 1,961 1 $750  $1,470,588 §$705,882 $750,000 $1,455882 $14,704
Flaot 100.000 51 $750 $75.000.000 $36.000.000  £38.250.000 574,250,000 $750.0008
Scenarlo 3 Status Quo With Entry of Two Additlonal Yessals
Each Vessal 1,923 1 $750 81442308 $652,.308 $750,000 $1,442.308 {SOJ
Fleet 100.000 52 $750 $75.000.000 $35.000.000  $35.000.000 $75.000,000 _($0X
Scenario 4 Status Quo With Entry of Three Additional Yessels
Each Vessal 1,887 1 $750 $1415094 $679,245 $750,000  $1,429,245 ($14,151)
Flaat 100,000 53 $750 $75.000,000 $36.000,000  $39.750,000 $75,750,000  ($750.000)
Scenarfo 5 Status Quo With Variable Cost Decrease of $7.50/mt and Entry Of Threo Additional Vesssls
Each Vessel 1,887 1 $750  $1,415084 $665,094 $750,000 $1,415084 50
Flaat 100,000 53 $750 $75.000,000 3315.250.000  $39,750.000 $75.000,000 3
Scenario 6  Status Quo With Fixed Cost Decrease of $14150,94/Vessel end Entry Of Throe Additionsl Vosaesls
Each Vessel 1,887 1 $750.00 $1,415054 $679,245 $735,843 $1,415094 5O
Flast 100,000 53 ° $750.00 375,000,000 $35.000.000 539,000,000 375,000,000 $0
Scenario 7 Status Quo WIthTAC Increase of 1,923m1t and Entry of Thrso Additional Vesseis
Each Vessel 1,923 1 $750.00  $1,442308 $892.308 $750,000  $1,442308 zﬂ
Fleat 101.923 53 $750.00 $76.442308 $36.692.308  $39.750.000 $75.442.308
Scenario 8 Status Quo With Price Incroags of $7.50/mt oand Entry of Throo Additional Vessals
Each Vessal 1,887 1 $757.50 351429245 $679,245 $750,000 $1,429,245 s
Fleat 100,000 53 $757.50 $75750.000 $35.000.000  $39.750.000 $75.750.000 50
Scenaric 9 50 Vossel Liconse Limitation ! ;ram
Each Vessel 2.000 1 $750  $1,500,000 $720,000 $750,000 $1,470,000 $30,0008
Floet 100,000 50 $750 $75,000.000 $356,000,000  $37.500,000 $73,500.000 $1,500,000
Scanario 10 50 Vessel License Limitation Program With Price increaso ot $7.50/mt
Each Vesssl 2,000 1 $757.50 $1,515000 $720,000 $760.200 51,480,200 334,800
Flaat 100,000 50  $757.50 $75.750.000 $35.000.000  $33.010,000 3$74.010.000  $1.740,0008
Scenaric 11 50 Vessel Licenss Limitation Program WHhTAC Increaso of 1,923mt
Each Vessal 2,038 1 $750 §1,528.846 $733,846 $750,000 $1,483846 $45,000
Fleat 101,923 50 $750 §76,442.308 $36652.308  $37.500.000 $74,192.308  $2.250.000
Scenario 12 50 Vessel License Limitation Program With Yarlable Cost Docreaso of $7.50/mt
Each Vessal 2,000 1 $755 $1.510,000 $705.00¢ $750,000  $1,455,000 $55,0008
Fleat 100,000 50 5755 $75.500.000 $35.250.000  $37.500.000 $72.750.000 $2.750,000
Scenario 13 50 Vessei Licanse Limitatlon Program With Fixed Cost Docroass ot $14150.94'Vessal
Each Vassal 2,000 1 $730 1,500,000 $720.000 $735,849 31,455,849 $44,151
Fleot 100,000 50 $750 $75.000.000 $36.000.000  $36,792.453 $72.792.453 $2,207.547
Scenaro 14 Llcanss Limitation With 2 Licenses and Entry Of One Additional Veusasi
Each Vessal 1,961 1 $750 $1,470,588 $705.882 $750,000 $1,455882 $14,70¢
Fleot 104,000 S1 $750 $75.000.000 336.000.000  $38.250,000 $74.250.000 $750,0008
Scenario 15 Liconso Limitation With 52 Licensos and Entry of Two Additional Vogsola
Each Vessel 1,923 1 . §$750 $1.442308 $692,308 $750,000 $1,442308 {30}
Fleat 100,000 52 $750 $75.000.000 $35,000.000  $39,000,000 $75,000,000 {30}
Scenario 16 Single Vesse! Improvement Under Status Que or License Limltatlon
Improved Vessal 2,196 1 $750 $1,647,000 $780,560 $780,000 $1,570,560 $76.440

Cther Vassels 87,804 49 $750 $73,353,000 $35,209,440 $0 $35209,440 $38,143,

Flaat 100,000 - .- 50 $750  $75.000,000  $356.000,000 - $780.000 $36.780,000 $33,220
Scenario 17 All Vessels Make Improvements Incrsasing Flxed Costs by $30,000 Under Status Quo or Licenco {imitation

Each Vessal 2,000 1 $750  $1,500,000 $720,000 $780,000  $1,500,000 $0

Fleat " 2.000 50 $750 $75,000.000 $35.000000  $39,000.000 $75.000.000 30
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Obviously, the redfin fishery 1s an example built to show the Impacts of vessel entry in an open access fishery.
In reahty we know that costs, catch, and revénues vary mdely across fishing flects. Under any given
scenario, it is likely that one or more vessels will earn positive profits. It is also very likely that with each
additional vessel average fleet variable costs will increase due to crowding on the grounds, and the more
intense race for the remaining fish. It also seems obvious that limiting the number of vessels allowed to fish
would be an effective way to ensure that the remaining fleet remains profitable.

Suppose that a license limitation program had been in place in the hypothetical redfin fishery prior to the
entrance of the 51st vessel. Further, assume that there were only 50 licenses and that each of the existing
vessels had a license. The 51st vessel would not be allowed to enter the fishery unless the owner was willing
to purchase a license from an existing vessel. Scenario 9 shows the 50 license situation with no changes to
costs or revenues. Scenarios 10-13 show the impacts of the license program under the same changes to costs

an revenues. Under each of these scenanos, the existence of the license limitation program preserved the
profits in the fishery and society was most likely better off, at least in the short run.

Now suppose the license program made 52 licenses available, then the license limitation program would have
had no impact on the eventual entrance of the 51st and 52nd vessels (Scenario 14 & 15) and net benefits to
society due to the policy change to a license limitation regime would be negligible. In the absence of the
changes in costs or revenues discussed in Scenarios 5-8, the 53rd vessel woyld not have entered the fishery
under the status quo, and could not have entered under the license program. The license program with 52
licenses did not constrain the status quo entrance into the fishery and therefore it has little if any net benefit
to the nation.

If however, there existed the possibility of price or TAC increases or of cost decrcases then a license
limitation program would have barred the 53rd vessel from entering the fishery even though profits were to
be had. Therefore, it can be argued that in the absolute sense license limitation can provide some benefits
to the nation even if the impacts are not immediately felt It should be noted, however, that these benefits are
lessened by the fact that there is uncertainty whether there would be changes in costs or revenues and when
they actually occurred. If, for example, a TAC increase occurred ten years into the future, the actual benefits

in todav s dollars would be nil.

Clearly, the prospect of "profits” today and into the future in a given fishery is the determinant of entry and
exit of vessels into that fishery. On the surface, it appears that the extent to which a license program
constrains entry into a fishery, determines the program's impact. [t was exactly this logic which prompted
many expertments with license lumitation; experiments which as history has shown have largely failed.

The specter of increased profits in the future, and the likely increase of vessels into the fleet as a result, has
prompted the Council to approach license limitation. The likelihood of increased profits under open access
1s a function of the likelihood of increased prices and/or lower costs. It appears however, that the Council
is heading down the path toward Individual Fishing Quotas (IFQs), a market driven alternative to the current
race for fish. Because IFQs are likely to bring about increased profits to the recipients, the incentive to enter
the fleet now 1s high. It was the fear of speculative entry which brought the Council to the Moratorium, and
it appears that the same threat is leading the Council toward a limited entry program. Following their action
on the Moratorium, the Council approved the following notice to the public, which was published in the
- Federal Register on June 21, 1993 [Federal Register, 1993).

The North Pacific Fishery Management Council (Council) intends to develop a
comprehensive rationalization plan (CRP) for the management of fisheries in the Council's
area of authority. The Council has adopted and publicized a control date of June 24, 1992,
after which any person or fishing vessel that enters the groundfish, halibut, or crab fisheries
under the Council's management -authority will not be assured of future access to those
fishery resources if a CRP plan is implemented that limits the number of participants or
vessels in those fishenes. The Council bas also published possible eligibility critena for
access to the groundfish, halibut, and/or crab resources. The Council is not prevented from
selecting any other date for eligibility in these fisheries or another method of controlling
fishing effort from being proposed and implemented. The Council's intention in announcing
this control date is to notify the public that speculative entry into those fisheries after the
control date will not assure continued access to those fishery resources if a limited access
system is implemented.
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Most license programs have failed however, even those that constrained entry, because they did not eliminate
the principle cause of over-capitalization: common property which leads to a race for the resource. This last
statement is the centerpiece of the Council's probiem statement and bears further examination.

Gordon [1954] in his seminal work describes the "The Economic Theory of the Common Property Resource.”
In fishenes, because no individual has control over a given amount of the resource and because the capture
of more of the resource leads in theory to greater returns to each individual, each fisher will have incentives
to fish as hard and as fast as possible. In unregulated fishertes, this leads to-overfishing and depletion of the
stocks. In fisheries where the total harvest is limited, these incentives lead to shorter seasons and greater costs
to harvest the allowable catch. One of the most cost efficient ways to increase one's harvest share in a
regulated fishery is to use an additional vessel. Other ways to increase one's share include, increasing the
catching power of existing vessels, increasing the actual fishing time per day, and improving one's ability to
find the fish.

In Scenario 1 of the hypothetical redfin fishery, there were 50 vessels each catching 2,000 mt and each
eaming profits of $30,000. Eventually, each independent fishing company will come to the realization that
more profits could be eamned if its vessel's catch could improve relative to the other vessels. Scenario 16
assumes that one company discovers a technological improvement which allows its vessel to catch 10% more
fish per day than in the past. To utilize this improvement, the vessel must increase its annual fixed cost by
$30,000. By catching 10% more fish per day, the improved vessel increases it total profit to over $76,000
but, because the TAC is reached sooner and the average catch for the other vessel decreases, the profit
accruing to each of the other vessels falls to $28,000. Overall, the fleet spends $30,000 more to catch the
same amount of fish, and to generate $30,000 less in producer surplus. This is a loss in the net benefits to
society accruing from the redfin fishery.

There will be incentives to make the kind of improvements as shown above under either open access or
license limitation.* Assuming vessels were available at prices equal to their eaming potential in the fishery,*
it is Likely that before long each vessel will have incorporated the technological change. This will result in
each vessel's catch returning to 2,000 mt but since each vessel will have to increase its fixed cost by $30,000
per year, each vessel and the fleet as a whole will be eaming zero profits. This will also result in a shorter
fishing season, raising safety and other concerns. This is shown in Scenario 17. In the end, the resuit is the
same under either open access or under license limitation: Overall catch and revenues wﬂl not improve but
fleet expenditures will increase to the point were all profits are dissipated.

3.2.1.4 Condusions Regarding License Limitation Programs in General

From the examples, it is clear that there may be some gams in profits earned by the industry in the short-run

with the implementation of a license limitation program.* Those gains will only come about if the number
of licenses 15 set such that it constramns entry into the fishery. It is also likely that capital stuffing will occur,
even under a license program which constrains entry. Capital stuffing is the "Catch 22" of license limitation
programs. In order to be effective, a license limitation program must constrain the number of vessels in the

“It is also possible that the license limitation program will make feasible capital improvements which
under open access were not feasible. Assume the fishing company has the know-how to double its vessel's
catch per year by investing in improvements in the engines, fish-finding electronics, nets, and crew quarters.
Further assume the improvements are an all or nothing investment. The improvements, beside doubling the
caich and revenue, increase the vessels average vanable costs by $145/mt to $505/mt,- and increase annual
fixed costs by $250,000 per year to $1,000,000. Under open access with 50 vessels in the fishery, the
investment is not feasible; the company would do better by bringing in an additional vessel,

“*Assume however that a license limitation program with 50 licenses was in place. At this point the
investment appears feasible.

“It should be noted that the benefits described above do not include the costs of administering,
implementing, monitoring, and enforcing the license program. These costs will further diminish the net
benefits to the nation of a license program.
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The Nature of Licenses has a major impact on the potential for increased capacity, on flest mobility, on the
complexity of the program, and on enforcement. The Nature of Licenses does not impact the imitial fleet size,
except in the last two of the eight defined qualifving periods. Therefore in the discussions of each
component, we will dwell mainly on the four qualitative attributes most impacted.

Qualitative Attributes
Potential
Initial Fleet Increased
Size Capacity Mobility Complexity Epforcement
Nature of Licenses Neutral except
(100,000-800,060) 700,000 & Major Major Major ' Major
800,000 R e

A Single License for All Fisheries and Areas (Option 100,000). This element would issue a single
'umbrella’ license for each qualifying vessel as depicted in Figure 3.2. It would allow the vessel to fish in any
area for any species available under the current FMP. Thus, this option will not limit vessel mobility or the
ability to enter new fisheries. This alternative appears

to be the simplest of the eight to regulate, and in-season

management would differ little from the current regime  FIGURE 3.2

which requires all vessels fishing for groundfish in the
EEZ to have a federal permit The major difference
between this alternative and the status quo is that the
number of licenses will be strictly limited. Whether a
license program of this nature will be effective or bring
about net benefits to the Nation will depend on other
components of the license program, particularly the
number of licenses issued, and any restrictions on their
use.

NORTH PACIFIC UMBRELLA LICENSE

Assigning single umbrella licenses may be the easiest

of the eight alternatives because of the ‘once and for all’

charactenistic of the qualifying scheme. The same is

true for monitoring and enforcement. Enforcement will \w
be based on the ability of the license holder to prove

that they have a license, rather than having to prove,

under several other alternatives, that they have a

directed fishery on a specific species. Tracking

transfers will be critical. NMFS officials maintain that a transferred license will not be fishable unless it is
first approved by the Regional Director. Implementation, monitoring, and enforcement of the license
alternatives are discussed further in Section 4.0.

Licenses for FMP Areas: GOA and BSAI (Option 200,000). This element would issue licenses granting
FMP area-specific fishing privileges for all species in the GOA or BSAI groundfish plans. Licenses for FMP
areas would be given to vessels which participated in fishenes during the qualifying period and met the
landings requirements. This option restricts, in a limited manner, the mobility of the fleet and its ability to
expand operations. If a vessel fished in both areas it would be given licenses for both areas. This could be
treated as an endorsement under a North Pacific-wide umbrella license as depicted in Figure 3.3a, or under
stand alone 'umbrella’ licenses as in Figure 3.3b. The actual number of licenses allocated remains the same
under either approach. There are, however, serious implications on transferability and long-term effectiveness
of the program. A system with an umbrella license to which endorsements are attached (Figure 3.3a) will
result 1 far fewer licenses available for transfer than a system with separate licenses at more discrete levels
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(Figure 3.3b). The downside of having more area licenses is that more vessels and capacity may enter th
fisheries as shown in Figure 3.3b. : :

In terms of management and regulation, FMP licenses are very similar to an exclusive registration regime
except that the number of participants in any area is strictly limited. The Council passed an exclusive
registration program for Pacific cod in Apnl, 1993, but voted to rescind that action two months later
[NPFMC, 1993], reasoning that single species exclusive registration was too complicated to manage and
enforce and perhaps created more problems than it was worth. According to NMFS enforcement officials,
area licenses will not require much more enforcement effort than a single umbrella license. Each vessel
operating in an area will have to prove their license includes that area Vessels. which are found operating
without the appropriate license will be subject to penalties. As in a single umbrella license, a license tracking

FIGURE 3.38

FIGURE 3.3a

DERMNG SEA & ALEUTIAN ISLANDE LICENSE

auLF oF ALAIKA

NORTH PACIFIC UMBRELLA LICENSE

Baring Ssa & Aleutian [siynds Qut of Aloska
Fup FuP
Endorsament Endorsem st

o

system 1s pecessary. From the perspective of the imitial assignment process, area licenses represent
significantly more work, though probably not proportional to the number of areas.! From the monitoring
perspective the important issues of transferability and separability once again arise.

Licenses for FMP Sub-Areas: EG, CG, WG, BS, and Al (Option 300,000). This element is like the
previous clement, but FMP areas are further sub-divided into sub-areas. There are four possible
configurations: Figure 3.4a shows an additional layer to the FMP area endorsement configuration. Figure
3.4b shows a configuration with separate licenses for each FMP sub-area.  Figure 3.4¢ drops the middle
layer—FMP area endorsements, and Figure 3.4d drops the North Pacific umbrella and creates separate FMP
umbrellas with sub-area endorsements.

'Though there are two areas it will-be unlikely that there will be twice as much implementation work.
If there were three areas the work would not be three time as great, but could conceivably be greater by
twice that of a single license.
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FIGURE 3.4a Ficure 3.48

NORTH PACIFIC UMBRELLA LICENSE N\
Sea d Alartian lalands Gt ol Alagks
- FHP FMP
" " Endorsemant Endarsamest
Bering Sea Amgans | Westars Ourt | Conval Guft | Eamivs Out
Area Arna Ated Atwa Ame
End ot | E End wt | End "

The fleet will be more restricted in mobility by FMP sub-area licenses than a single license for all areas
(option 100,000) or an umbrella license with endorsements for FMP areas (option 200,000). This last point
may be illustrated by an example. A vessel that fished only in the Aleutian Islands during the qualifying
period would receive a license to fish anywhere under option 100,000. It would be allowed to fish anywhere
in the Bering Sea or the Aleutian Islands under option 200,000, but would only be allowed to fish in the
Aleutian Islands under option 300,000.

FIGURE 3.4c FIGURE 3.4D

BERING EEA L ALEUTIAN SLAMDS
FuUp LICENSE

NORTH PACIFIC UMBRELLA LICENSE

QULF OF ALASB
FMP LICENSE

The choice of umbrella/endorsements configurations (Figures 3.4a-3.4d) affects the long-term restrictiveness
of the license program after transfers have begun. The fewer the number of umbrellas created, the more
restricted the fleet mobility. For example, a vessel with a history in both the Bering Sea and Central Gulf sub-
areas would receive a single North Pacific umbrella license with Bering Sea and Central Gulf endorsements
if the system was configured as in Figures 3.4a, or 3.4c, but would receive two umbrella licenses if the system
was set up as in Figures 3.4b, or 3.4d. If licenses were freely transferable, then additional vessels could enter
the fisheries.
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The allocation process will be somewhat more complicated if there are a greater number of endorsement
layers. Monitoring of transfers will also be somewhat more complex if there are more layers. There would
be no reason to assume that the monitoring of catch will be any different under this option than under any of
the previous options or under the current regulations. Enforcement should not vary significantly with the
number of layers particularly with regard to FMP area or sub-area endorsements; regardless of the number
of lavers, a vessel will have to prove that it bas a license for the area in which it is operating.

Licenses for Pollock, Pacific Cod, Flatfish, Rockfish, and Other Fisheries (Option 400,000). In Janvary
1994, the Council discussed an alternative which would issue licenses by "species.” - In consultation with
NMEFS fishery managers and enforcement officers, it was determined that licenses by individual species
would be extremely difficult to manage, monitor, and enforce. For example, petrale sole, Dover sole,
yellowfin sole, starry flounder, arrowtooth flounder, flathead sole, Alaska plaice, and various other flatfish
could be caught while fishing for rock sole. Without 2 license for any of the -additional species,-a fisher
would be required to throw them back, exacerbating the discard problem. Therefore, it was determined that
a license by fishery was probably more what the Council intended. Five fisheries (Pollock, Pacific cod,
Flatfish, Rockfish, and Other) were defined by Council and NMFS personnel on the basis of directed fishing
definitions and on the availability of catch data which consistently track the various species over time.?

Under Option 400,000 (and options 500,000 and 600,000), all species managed under the groundfish plans
(with the exception of Demersal Shelf Rockfish in the 5.E. Qutside management area, currently managed by
the State of Alaska, and sablefish caught with fixed gear IFQs), would fall under one of the licensed fisheries.
Licenses would give the holder the right to fish in the specified fishery and to catch and retain any species
and amount of bycatch as allowed by each of the definitions created for each fishery. These definitions would
need to be determined, perhaps along lines similar to the directed fishing standards that already are in current
- regulations. Table 3.13 shows which species would fall under the different fishery licenses. Potential Fishery
Definitions are discussed separately in a section that follows. It should be noted that more specific fishery
- definitions are included under the options 700,000 and 800,000, which were added in June. It should also
be noted that the Council could, if it chose, specify more or fewer fisheries to be included. This of course
would require additional analysis.

Table 3.13 '
‘ Fisherv Licenses I Species/Species Groups within each Fisherv License I

Pollock Poliock

Pacific cod Pacific cod

Pacific Ocean Perch, Thomyheads, Other Red Rockfish, Pelagic Rockfish, Northern, Sharpehin, Shortraker,
Rockfish Rougheye, Other Rockfish

Flatfish Rock Sole, Yellowfin Sole, Flathead Sole, Decp water Flats, Rex sole, Greenland Turbot, Arrowiooth,
QOther Flatfish, Shallow Water Flatfish

Other Species l Atka Mackerel, Sablefish. Squid. All Other Species

A fishery-specific license system potentially could be quite restrictive in terms of mobility and future
expansion of capacity depending on the numbers of layers and qualifiers. For example, it would prohibit
vessels which had only fished pollock from entering the flatfish fishery and vice-versa. If separate fishery
licenses were 1ssued without a North Pacific Umbrella license then the number of active vessels potentially
could increase. As with FMP area licenses, there are two choices on the number of layers to include in the

*The Council document entitled "Potential Elements and’ Options of Individual Fishing Quotas or
License Limitation Programs in the North Pacific Groundfish and Crab Fisheries," dated June 15, 1993,
details the reported species over time.
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system. Figure 3.5a depicts fishery endorsements under a North Pacific umbrella licenses, while Figure 3.5b
shows a single layer of fishery licenses.

FIGURE 3.5a FiGure 3.58

"NORTH PACIFIC UMBRELLA LICENSE

Implementation and administration of fishery licenses will not be significantly more difficult than area
licenses, particularly if the number of defined licenses remains small. However, it may be difficult to
determine if a vessel"qualified in a particular year for a specific fishery because species reporting has changed
over time. Enforcement of fishery-specific licenses will mean year-round monitoring of individual vessels
to determine whether they are fishing within the bounds of their licenses. Retained catch standards for each
of the fisheries licenses would have to be determined and enforced on the individual license holder throughout
the year. Recent Council consideration of Directed Fishing Standards acknowledged the problems with
enforcing those standards. According to NMFS enforcement officers, fishery licenses have the potential to
be as difficult and costly to enforce as would an IFQ system, perhaps even more difficult because more
enforcement would be required at-sea and in-season. It is clear that monitoring and enforcement will be very
expensive to be effective. Unless the license program reduces the number of vessels participating from that
under the status quo, there will be little increased benefits to offset increased costs. Table 3.14 briefly
compares potential enforcement aspects of umbrella or area licenses, fishery licenses, and IFQs.
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Table 3.14

il

Fishery Licenses

IFQs

" Area or Umbrella Licenses

Pre-Season Enforcement Activities

Each vessel will be’ issued a license
stating arcas of legal operation.

Each wvessel will be issued a license
stting the fisheries in which the vessel
may participate, The license may also
show the species for which the vessel
does not have a license and the amounts
on a perceotege basis of those non-
licensed species it may retain without
violation.

Each IFQ rocipient will be issued
documentation showing the species mdli
the absolute amount of cach it may retam
from a given area for the year.

" At-sea Monitoring and Enforcement

Vessels observed operating in the EEZ
will be checked against licemse rolls,
Vessels in violation will be subject to
penalties. No boardings will be necessary
to check for compliance.

All as to left. In addition, vessels may be
boarded to se¢ whether the retained
species on board are withimthe -vessel's
licenses, Vessel compliance with the
license may vary from tow to tow,
therefore rules regarding the tmeliness
for compliance may bave to be developed.

Same as umbrella licenses. In addition
vessels may be boarded to see whether
retamed species and amounts are withm
remaining [FQ amounts. Determining
violations is absolute; ocmce a vessel

back withm compliance.

Moaitoring of Catch Reporting

exceeds its quota there is no way to comc"

All caich reports wall be monitored. Any
"catch reparted from areas not within the
vessel licenses will be subject 1w

penalties.

Catch reports will be monitored for
license violations. Rules will have to be
deveioped determining which reports to
use and the level of aggregation to check
for violations; tow records, trip records,
weekly reports, annual totals.

Caich reports will immediately show
violations. Once an excess of a given
species 18 reported the vessel is i
violation, Rule determining the

appropriate reports to use for determining
IFQ catch will have to be developed.

Potential Target Fishery Definitions

NMFS now uses two types of "Target" fishery definitions: (1) Directed Fishing Standards, which are used
to ensure that vessels do not fish for target species which are approaching or bave exceeded the annual harvest
quota (TAC), and (2) Observer Program/Vessel Incentive Program target fishery definitions, with which the
NMFS determines level of observer coverage, and compliance to VIP standards.

The Directed Fishing Standards (DFS) are geared to prohibit vesseis from "targeting" a species which has
been closed to fishing. Because DFS are used to prevent bycatch in excess of the "unavoidable bycatch rate,”
they are defined in the negative. A vessel is not in violation unless it exceeds an applicable directed fishing
standard for a species which is closed to fishing. It is technically incorrect to apply DFS for any species
which is open at the time. For example, a vessel which is actually targeting on pollock while the pollock
season is open, will never be "Directed Fishing” for pollock. Thus, using the DFS to define fishery licenses
would mean that the DFS would be applied only to those species for which the vessel did not possess a
license. In order to discuss the implications of this further, it will be necessary to describe the current DFS
fully. These are shown in the table on the next page. The DFS, following the recent regulatory amendment,
are defined the same regardless of FMP area or gear with the exception that some species or species groups
are defined specific to the different FMPs. -
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Table 3.15 Current Directed Fishing Standards

Beringe Sea and Aleutian Islands Directed Fishing Standards
P. Atka | Arrow | Yellowfin| Other | Rock { Greenland Aggregated Other

Pollock{ cod | mackere] | tooth sole |flatfish | sole | turbot |Sablefish] rockfish |Squid] species
Pollock na 20 20 35 20 20 20 1 1 35 20 20
P. cod 20 na 20 35 20 20 20 1 i 5 20 20
Atkd mackerel 20 20 na 35 20 20 20 1 1 5 20 20
Arrowtooth 0 0 0 na 0 0 0 0 0 0 0 0
YFS 20 20 20 35 na 35 35 1 1 5 20 20
Other flatfish 20 20 “20 ) 35 35 na '35 | -1 — 1 5 20 20
Rocksoie ‘. 20 20 20 35 35 35 na 1 1 5 20 20
Greenland turbot 20 20 20 35 20 20 20 na 15 15 20 20
Sabiefish 20 20 20 | 35 20 4 20 }-20 |- 35 na 15 20 | 20
Rockfish® 20 20 20 35 20 20 20 35 15 15 20 20
Soquid 20 20 20 35 20 20 20 1 1 5 na 20
Other 20 20 20 35 20 20 20 1 1 5 20 na
Gulf of Alaska Directed Fishing Standard )

Shailow DSR
Deepwater | Rex JFlathead} water |Armmow | Sable | Aggregated | Southeast] Atka } Other

Pollock|P. cod| flatfish ]sole| sole | flatfish | tooth | fish § rockfish { Outside |mackerel] species
Pollock na_{ 20 20 20 | 20 20- | 35 | 1 5 10 20 20
P. cod 20 na 20 20 20 20 35 1 5 10 20 20
Deen flatfish 20 20 na 20 20 20 35 15 15 C 1 20 20
Rex sole 20 20 20 na 20 20 35 15 15 1 20 20
Flathead sole 20 20 20 20 na 20 35 15 15 1 20 20
Shallow flatfish 20 20 20 20 20 na 35 1 5 10 20 20
Arrowtoath 0 0 0 0 0 0 na 0 0 0 0 0
Sablefish 20 20 20 20 20 20 35 na 15 1 20 20
Reckfish' 20 20 20 20 20 20 35 15 15 ! 20 20
DSR S.E. Quiside 20 20 20 20 20 20 35 15 15 ca 20 20
Atka mackerel 20 20 20 20 20 20 35 1 5 10 na 20
Other species 20 20 20 20 20 20 35 1 5 10 20 na
Aggregated non-
groundfish species 20 20 20 20 20 20 35 1 5 1 20 20

To determine whether 2 vesse! is in violation, i.e., it is "directed fishing” for a closed spccie:s divide the amount of the particular
closed species into the total amount of all species which are cwrrently open, i.e., if species W and X are closed and species Y and Z
are open then the bycatch % of X is checked against the DFS of X as follows: Bycatch% of X = Xmt + (Ymt + Zmt). Note that the
catch of W is immaterial to the consideration of the bveatch of X

‘Includes other rockfish, other red rockfish-Bering Sea, Pacific ocean perch, sharpchin/northern-
Aleutian Islands, and shortraker/rougheye-Aleutian Islands.

*Includes Pacific ocean perch,' shoriraker/rougheye, othef rockfish, northern rockfish, pelagic
rockfish, and thomyheads.
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As noted earlier, DFS are only applied to species which are closed to fishing. As an example, assume fishing
is closed for flathead sole, and that the Coast Guard has boarded a vessel-with the following catch on board:
Pollock 40 mt, D.W. Flatfish 40 mt, Flathead sole 20'mt, Rex sole 21 mt. The vessel is not in violation
because its bycatch percentage of flathead sole 1s below the DFS at 19.9% (ie., 20 + [40+40+21}). If the rex
sole fishery were also closed then the vessel would be in violation for both flathead and rex sole becanse the
basis for determining bycatch has changed; flathead sole is 25% of the open species (ie., 20 + [40+40]) and
" rex sole is 26% of the open fisheries, both of which exceed the 20% DFS for those species. The Coast Guard
would determine that the vessel was engaged in directed fishing for both flathead sole and rex sole and could

cite the vessel.

Directed Fishing Standards species categories are more specific than the five fisheries license definitions used
in this alternative. These would need to be aligned - One approach would be to create Fishery License
Standards (FLS) which would aggregate species or species-groups used in the-DFS-to match-the fishery
licenses. Pollock and Pacific cod would remain defined as in the DFS, ie., at 20%. All flatfish species
including arrowtooth and turbots could be grouped together, as could all rockfish species including POP and
thomyheads. The remaining species including sablefish, Atka mackerel, and squid would fall into the Other
Fishery License. Flatfish, rockfish, and other species FLS could be set independently, but for discussion are
assumed to be 20%. The FLS would limt the percentage amount of all species within that license group that
may be retained by non-licensed vessels. Additionally, any catch of individual species within the fishery
group could not exceed the DFS for that particular species, uniess the vessel held a license for that fishery.
Note that some adjustments of the DFS would have to occur. Such a license system is shown in Table 3.16.

Table 3.16
Fishery License Pollock  220% | Pacific Cod 220% | Rockfish 220% | Flatfish  235% | Other 220%
Standards (FLS)
Directed Fishmg Standards for Species Groups Within Fishery Licenses
Rockfish DFS POP z215% Thomﬁwdsz 15% | Pelagic 215% | Other Red Rockfish z15%
Shortraker/Rougheye 215% | Sharpchin = z215% | Northem 215% | Other x15%
Flatfish DFS R.Scle  220% | YF.Sole  220% | Flathead 220% | D.Water  220% | S.Water 220%
G. Turbot  235% | Arrowtooth 235% | Rexsole 20% | OtherFlar 20%
Orther Species DFS | Atka Mack 220% | Sablefish  z215% [ Squid 220% l All Others 220%

To understand how such a system might work, let's examine a potential scenario whereby a vessel has a
license for the pollock fishery. Further assume that the vessel has just been boarded and it has been
discovered that the vessel has a total of 171 mt of fish on board composed of the various species shown in
Table 3.17 below. The vessel would not be cited in this case, because it has not exceeded the DFS for any
individual species nor has it exceeded the FLS, even though its retained catch of pollock was just 52% of its
total catch.

Table 3.17 L A
Pollock 10lmt | P.Cod 20mt | POP 5mt | Thomyheads Smt I O.Rockfish  5mt l O.Red R'fish Smtl
Rock Sole  20mt | Squid 20mt | Rexsole 15mt IL Total 196mt I

The example demonstrates a prominent characteristic of the license standard we have defined: it will always
be the case that any vessel with a single fishery license (with the exception of a flatfish license) will not be
required to have more than 51.5% of its total retained catch in its license category. (For a vessel with only
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a flatfish license the requirement climbs to 56%.) It should be noted that the actual percentage (51.5%) is a
function of the allowable retention for non-licensed species. In general, the minimum allowable catch of the
licensed species will never be required to be greater than a fixed percent of the total catch. That percentage
will be equal to 1+ [100%+} non-licensed %], in this case 1+195% = 51.5%. If the FLS were tightened to
10% for all fishery licenses, then single license vessels would have to ensure that the licensed species made
up at least 71.4% (i.e., 1+140%) of the total retained catch on board. .

For vessels with muitiple licenses, the same FLS would apply. " For example, if a vessel had both a pollock
license and a Pacific cod license, then it would be able to retain as much pollock and Pacific cod as it wished
as long as the season remained open. With regard to retained catch of non-licensed species, the same
formulas would hold Specifically, the DFS would apply to all non-licensed species and the retained catch
of each non-licensed Fishery group (flatfish, rockfish, and other species) would have to remain below the
FL.S. The vessel depicted above would be able to retain an additional 6-mt{using-20% as the FLS, with 35%
for flatfish of non-licensed species), 2 mt from each group, as long as the DFS were not exceeded. In
general, it will always be true that vessels with multiple licenses will need a greater percentage of licensed
species on board. The vessel with both pollock and Pacific cod Licenses would now need at least 57.1% of
its total retained catch to be pollock or Pacific cod.  This would increase to 76.9% if FLS were set at 10%.

It should be pointed out that DFS would still be invoked for licensed operators when a particular species was
closed For example, if sablefish closes to directed fishing, then the only vessels directly affected would be
those with licenses for the Other Species fishery. For these vessels, retained sablefish could no longer exceed
a set percentage of the total of their catch of licensed species. Finally, it should be noted that the Regional
Director would maintain the authority to declare any species a "prohibited” species during the season.

Oneproble:. ~ith using FL.S as a standard for licenses is that DFS for a given bycatch species vary depending
on the target species. For example, the allowable bycatch of sablefish in the pollock and Pacific cod fisheries
is set at 1%, while in the rockfish fisheries it is 15%. For the FLS to work as outlined, bycatch allowances
under DFS would have to be set consistently for each directed fishery. If this is something the Council would

rather not do, then an alternative exists as defined below.

A Defined Target System for Fishery Licenses

An alternative way to define fishery licenses would be to specify acceptable bycatch rates of each non-
licensed species (or Fishery Group) for each License type in a Defined Target System (DTS). This would
allow more specificity when setting allowable bycatch rates. A hypothetical example of such a system 1s
shown in the table below.

Table 3.18
Allowable Bycatch as a Percent of the Target Target s a
Bycatch{ % of Total
Target Pollock P.Cod Rockfish Flatfish| O. Species Total Catch
[Pollock 100.00% 15.00% 5.00% 5.00% 5.00% 30.00% 76.9%
.Cod 20.00% 100.00% 5.00% 20.00% 20.00% 65.00% 60.6%
[Rockfish 10.00%] = 10.00% 100.00% 10.00% 20.00% 50.00% 66.7%
Flatfish 10.00% 10.00% 10.00% 100.00% 20.00% 50.00% 66.7%
Q. Species 10.00% 10.00% 10.00% 10.00% 100.00% 40.00% 71.4%
[Note the allowable bvcatch rates are defined in terms of the amount of the target species on board,

The difference between the DTS and the FLS/DFS system is the specificity in defining bycatch rates. The
DTS requires bycatch rates for each target fishery. Under the FLS/DFS, bycatch rates were set uniformly for

all fisheries. Obviously, there are pros and cons for each system.
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complexity and precision. With the benefit of added precision under the DTS comes greater complexity for
fishers, regulators, and enforcement officers. This same complexity was cited as the primary reason for
redefining DFS in 1994. [DFS EA/RIR, 1994].

Discards, Full Utilization, and Full Retention under Fishery Licenses

The State of Alaska has proposed linking the license lumitation program to a full-retention mandate. This
section will discuss discard issues as outlined in Section 3.1.4 and their relationship to fishery licenses.

As Section 3.1.4 notes, there are three causes of economic discards: (1) there is a race for fish, perhaps
resulting from imposing TAC or PSC Limits, or from behavioral characteristics of particular species; (2)
catching capacity exceeds processing capacity; and (3) the catch consists of fish of -different relative value.
License Limitaticn does not appear to address any of the three causal-factors consistently-—Therefore, license
limitation with or without fishery endorsements cannot be expected to significantly reduce economic discards.

As discussed abave, fishery endorsements will require some system of directed fishing standards on
individual vessels. This will undoubtedly mean greater amounts of regulatory discards if the vessel is to
remain legal. It has been that proposed full-retention be mandated as part of the license limitation program.
Under a system of fishery licenses and fishery license standards of the type discussed above, it would be
virtually impossible to remain within the bounds of both the license and the full-retention mandate unless:
(1) each vessel was licensed to participate in every fishery, or (2) fishing patterns and practices changed
dramatically from those under the status quo. If the first scenario were true, there would be no point in having
fishery endorsements. The second scenario is one of the results intended by the proposers of the full-retention
mandate, which is being analyzed fully on a separate track.

General Licenses with Endorsements for Each Fishery and FMP Area (Option 500,000). This
alternative combines the concepts of FMP area endorsements and fishery endorsements. Recipients would
be allowed to participate in a given fishery within an FMP area only if they qualified in that FMP for that
particular fishery. As discussed above, fishery licenses will have to be defined either using the FLS/DFS
system or the DTS. If the Council wished to specify different allowable bycatch rates by FMP, either the FLS
or the DTS could be used. Again, the trade-off between precision and complexity should be noted.

As with previous elements within this component, there are several ways to configure the system. Figure 3.6a
depicts a three layer system with a North Pacific Umbrella License, an FMP area general license, and FMP
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specific fishery endorsements. Alternatively, Figure 3.6b, depicts FMP specific fishery licenses without any
additional lavers. Figure 3.6¢ drops the muddle layer of endorsements -creating FMP specific fishery
endorsements under a North Pacific umbrella license. Finally, Figure 3.6d shows a system which drops the
North Pacific umbrella, and creates FMP umbrella licenses with FMP specific fishery endorsements. As with
earlier elements, the configuration of the license system in terms of the mumber of layers does not really
mpact the number of licenses issued, but rather the transferability and the potential number of vessels that
may enter the fisheries in the future. These issues will be discussed in more detail in Section 3.2.2.7.

Assuming a multi-layered system under a North Pacific umbrella license, FMP specific fishery licenses will
be more restrictive in terms of mobililty and future expansion of fleet mobility than any of the previous
options. They will also be more complicated in terms of implementation, monitoring, and enforcement than
any of the previous alternative elements. It is the fishery-specific nature of the license which adds the greatest
amount of complexity. - - .

FIGURE 3.6c¢C FIGURE 3.60
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General Licenses with Endorsements for Each Fishery and FMP Sub-Areas (Option 600,000). This
alternative has greater potential to restrict mobility of the fleet and future expansion of capacity than any
previous alternative. Given the dynamics of fish populations and seafood markets, this may not necessarily
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be a positive attribute. It also would be most difficult and expensive to implement, monitor, and enforce.
Configurations 700,000 and 800,000 restrict mobility and flexibility even more because their licenses are
more specific. :

As with the other elements, the number of lavers embedded in the system is an important variable, particularly
with regard to transferability and ultimately the number of vessels that may enter the fishery following
implementation. Figure 3.7a depicts a four-layer system with a North Pacific Umbrella License, FMP area
endorsements, sub-area endorsements and finally sub-area specific fishery endorsements. Altermatively,
Figure 3.7b uses only sub-area specific fishery licenses. Figure 3.7c depicts a system which drops the layer
of sub-area endorsements while keeping the sub-area specific fishery endorsements. Figure 3.7d drops the
FMP endorsements keeping the North Pacific umbrella licenses, sub-area endorsements, and sub-area specific
fishery endorsements. Figure 3.7¢ drops the North Pacific Umbrella, while keeping the FMP umbrella license
with sub-area endorsements and sub-area specific fishery-endorsements. - Figure- 3.7f drops-the-sub-area layer
from the previous configuration. Finally, Figure 3.7g uses a sub-area umbrella license with sub-area specific
fisherv endorsements.

FiIGuRe 3.7¢c FiIGure 3.70
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Table 3.15
Fisheries For Which Licenses would be [ssued Under License Nature Opticns 700,000 and 800,000
Bering Sea and Aleutian Island Fishery Licenses E GOA Fisherv Licenses
Pollock Pacific Cod Atka Mackere! Yellowfin Sole Poliock Pacific Cod
Other Flatfish Rocifish Squid (Fixed Gear) Rocksole Deep Water Flats Shallow Water
Flatfish
Turbots ' Atka Mackerel

Conspicuously absent are: (1) arrowtooth flounder fisheries in both FMP areas, (2) rockfish, flathead sole,
and turbot fisheries in the GOA, and (3) the sablefish trawl fishery in the Bering Sea. Also, the BSAI squd
fishery is changed from being non-gear specific (open to both trawling and fixed gear) to a fixed gear only
fishery. These omissions have several ramifications. First, reducing the number of licensed fisheries will
tend to reduce the complexity of the program. Adding the fishenies back in would result in the licensed

fisheries shown in Table 3.20.

Table 3.20
Fisheries For Which Licenses would be Issued Under License Nature Options 700,000 and 800,000
Bering Sea and Aleutien Island Fisherv Licenses H GOA Fisherv Licenses
Pollock Pacific Cod Atka Mackerel Pollock Pacific Cod
Other Flatfish Rockfish Squid (All Gears) Decp Water Flats Shallow Water Flats.
Turbots . Armmowtooth ‘ Sablefish Atka Mackerel Turbots/Amowtooth
Yellowfin Sole Rocksole Rockdish Flathead Sole

This system would be more restrictive to fleet mobility and flexibility than a more general fishery license
system particularly if species endorsements were required. In that case, fewer vessels would have the right
to pursue a species than under the more general system. Another drawback with a more specific species
license would come in the development of standards for allowable bycatch under the different licenses, (see
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the discussion on FLS and DTS above) and complexities in the regulations and enforcement of the system.

Second, if the species omitted were to remain under open access, they probably will be harvested by both
licensed and non-licensed -vessels. If the fisheries are in fact over-capitalized, leaving some fisheries open
will do little to protect them which could lead to additional problems. In the case of the arrowtooth fishery,
under-utilization has been caused by the lack of markets and by high bycatch rates of halibut. If this fishery
were the only opportunity for non-licemsed vessels then it would be likely that they would fish rather
indiscriminately with regard to halibut bycatch. This could cause both the unlicensed arrowtooth fishery and
other licensed fisheries to be closed early.

Potential benefits of eliminating the arrowtooth fisheries could be found in the potential elimination of hatibut
bycatch for a fishery with a low economic return per halibut caught Potential benefits of eliminating the
flathead sole fishery may be -along the same lines. Potential benefits-ef eliminating the BSAI trawl sablefish
fishery are somewhat difficult to find, unless it is making more sablefish available to the fixed gear IFQ
fishery. In that case, a more appropriate approach may be to amend of the BSAI FMP to change the
trawl/fixed gear aliocation of sablefish.

Potential benefits of converting the BSAI squid fishery to fixed-gear only are also difficult to assess.
Currently, the fixed gear take of squid is less than 0.3% of the total squid harvest in an average year.
Additionally, the squid TAC bas not been fully taken. The restriction proposed would guarantee future access
to fixed gear fishers. The following section discusses more fully some of the potential begefits and costs of
eliminating these fisheries, with particular emphasis on the Gulf rockfish fisheries.

Exclusion of Sebastes Rockhish, Flathead Sole, and Arrowtooth Flounder in the GOA

The economic ramifications of excluding Sebastes rockfish, flathead sole, and arrowtooth flounder in the Guif
of Alaska are summarized in the following discussion. Information and considerations leading to these
conclusions are presented more fully in Appendix VI A larger fleet fishes on rockfish (includes Pacific
ocean perch, shortraker/rougheye, other slope, Northern, pelagic sheif, and thomyheads for purposes of this
discussion) in the Guif of Alaska than on either flathead sole or arrowtooth flounder. The rockfish flest in
1993 had 22 catcher/processors (15 trawlers and 7 longliners) and about 212 shore-based catcher vessels.
The shore-based fleet included 164 longliners, 5 trawlers, and 43 vessels using other gear.

The following catch statistics refer only to catch totals associated with vessels which harvested rockfish,
flathead sole, and arrowtooth flounder in the Gulf for the 1993 period. Catcher processors caught over 88%
of the rockfish and 24% of the demersal shelf rockfish harvested in 1993. Ome hundred percent of the
flathead sole and over 80% of Pacific cod, pollock, and shallow water flatfish were harvested by shore-based
catcher vessels. The rockfish fishery in the Gulf contributes 36% of the weight and ex-vessel value of the
catcher-processor fishery, but only 1% of the ex-vessel value for shore-based vessels. Trawlers account for
87% of the catcher processor harvest and 58% of their ex-vessel value, and pollock and rockfish are their
primary species. Catcher/processor longliners mainly target Pacific cod and sablefish. The longline fishery
for rockfish amounted to iess than 1% of the total harvest or ex-vessel revenue in the Gulf of Alaska.

The shore based catch was dominated by trawlers also. They took 88% of the harvest and 54% c;f the value,
with pollock and Pacific cod being their pnimary targets. Shore-based longliners depended heavily on
sablefish; rockfish were a minimal part of the harvest or ex-vessel revenue.

Nearly all of the harvest is taken by 15 vessels and 9 companies. Of the 237 vessels that participated in the
rockfish fishery in 1993, 15 accounted for 99% of the total catch, with the top four vessels capturing 51% of
the total catch. Nine companies accounted for 98% of the total catch and the top four garnered 80%. These
companies and vessels will have to curtail their fisheries if rockfish is eliminated as directed fisheries. The
net wholesale value of the rockfish catch totals about $14 million. Sebastes bycatch adds another $2.6 million
to that net wholesale value.

104 September 17, 1994 (7:42pm)



Some bycatch of rockfish will be taken even if not provided for with a specific license in the GOA. Because
rockfish is such a valuable species, it is possible that 2 significant number of all vessels operating in the GOA
might ‘top off' with rockfish while prosecuting other directed groundfish fisheries. With the current 15%
directed fishing standard, and using 1994 TACs, as much as 30,000 mt of rockfish could be taken as bveatch,
far exceeding actual TACs available for rockfish. This, although theoretically possible, is highly unlikely
given the halibut bycatch rates in other fisheries where rockfish are found.

Other Considerations

An alternative to deleting subject species from licenses would be to issue licenses for them, but make them
bycatch only at the appropriate allowable reteation rate. The rationale for this approach would be to avoid
contentious allocational decisions in the future, if it is determined that directed fishing could resume on these
species. For example, if problems are overcome with arrowtooth flounder flesh consistency, or 4f it becomes
a viable surimi base, there may be incentive for fishermen and fisheries managers to begin directed fishing
on these species. If licenses are issued up front, as part of the current CRP process, the field of players in
these fisheries will already be determined, thereby simplifying the transition. This is simply an alternative
approach if the Council determines that directed fishing on these species is not a desirable practice at this
time.

An additional factor, when considering deletion of these species from directed fishing, is the potential impact
on halibut bycatch in the GOA. Directed rockfish fisheries have, in the past, accounted for a significant
portion of the overall 2,000 mt halibut PSC cap in the GOA. From 1990 through 1993, the amount of halibut
bycatch mortality has been 768 mt, 789 mt, 486 mt, and 266 mt respectively. The lower rates in 1993 may
be a result of a combination of factors including the delay of the directed rockfish fisheries unti July 1, lower
amounts of effort on these species, and lower overall TACs for these species. In any event, there are potential
halibut bycatch mortality savings associated with the elimination of directed fisheries for rockfish. These
savings may impact the extent to which other fisheries are fully prosecuted, depending upon the extent to
which the halibut PSC cap is a constraining factor for the other fisheries. It should be noted however that the
next best opportunity for the displaced vessels may be deepwater flatfish, which also has a high bycatch of
halibut. If more effort is put into these or other flatfish fisheries then any savings of halibut bycatch may be

lost.

If it is assumed that species not specified in the license program will no longer have directed fishing, then we
can conclude that this element will be less likely to lead to increased overall utilization of the fishery
resources. For the species included in the program, the increased specificity of the fishery definitions wall
make it the most restnictive of the elements examined. The precision which makes this a restrictive program
also leads to a very complex system for fishers, administrators, and enforcement officers.

A final issue worth mentioning is the proposal to make squid fisheries in the BSAT a fixed gear only fishery.
Currently, the TAC for squid is 3,110 mt, with only 224 mt taken through mid-August of this year. All 224
mt was taken by trawl gear and virtually all of it was discarded. In 1993, 683 mt was taken from ano available
DAP apportionment of 1,700 mt Again, this was all taken by trawl gear and most (approximately 85%) was
discarded. Although designation of this fishery to fixed gear only would not appear to impose hardships or
significant costs on the trawl fleet, such designation has no apparent benefits either, unless fixed gear ﬁshcna
are developed which target oa, and rctam thcsc sqmd
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Licenses for specified fisheries by the following areas: EG, CG, WG, BSAI (Option 800,000).

This element differs from the previous element only by the area definitions used. Rather than divide the
BSAI in to sub-areas, the FMP area remains intact, and the endorsements are BSAI specific. This option with
four layers of endorsements is shown in Figure 3.8. The same configuration variants as under the previous
two elements are possible.

In terms of mobility, this altemative 1s slightly less restrictive than the previous element; all vessels which
qualified to fish in the Bering Sea would also be allowed to fish in the Aleuttan Islands. In terms of overall
complexity, this element would require a different system of regulations for the BSAI and the GOA. Because
of this, it is likely that the system would be more complex for fishers, regulators and enforcement officers
than the previous element.

Nature of Licenses Conclusions From The Distributional Tables

The options under Nature of Licenses generally do not influence the igitial size of the fleet, though they do
have significant ramifications on how big the fleet might be in the long run if many different types of licenses
are issued initially. Table 3.21 shows how many vessels would receive licenses under vanations of the three
reference configurations. The table draws on the separate tables for each configuration in the Groundfish
Table Appendix (bound separately). The numbers of vessels that would receive licenses under any variant
of the current or universal reference configuration would be 1,679 and 2,954, respectively. This underscores .
the point that it is the seven options under the Qualifying Period component which significantly influence the
initial mumbers of licenses, not the Nature of Licenses component (Note that changes in Qualifying Period
options are reflected in changes in the third number from the right in each configuration number; influences
of the Qualifying Period on initial fleet size will be discussed in Section 3.2.2.4).

The Explicit configuration presents an exception to the general rule that initial fleet size is not influenced by
the Nature of Licenses options. Table 3.21 shows that initial fleet size varies from 1,501 to 1,536 depending
on the Nature of Licenses option chosen. This is caused by an interplay between the area/fisheries specificity
of the licenses and the more selective qualifying period schemes within the State of Alaska's proposal. The
qualifying criteria would be that a vessel had to land in each of the three calendar years from 1/1/90 to
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6/27/92 and 365 days prior to final Council action, except for fixed gear Pacific cod which would use 6/23/91
to 6/27/92 (Option 700 as depicted in Table 3.23 in Section 3.2.2.4). Because this forces a higher level of
performance to meet the standards, slightly fewer vessels would qualify. Under these multiple qualifying
period criteria, more vessels may qualify initially if the Council broadens the scope or "umbrella” of the
license. As an example, assume a vessel fished for pollock in the Bering Sea in 1990, and the Central Guif
in 1991 and 1992. The vessel qualifies under options 100,000 and 400,000 because it participated in each

calendar vear in the pollock fishery. It would not qualify under any of the other options.

Changing the nature of the licenses from a single umbrella license (option 100,000) to more highly specified
licenses, constrains the mobility of the licensed fleet and the ability to expand in the future into areas and
fishenies different from those used during the qualifying period. Option 100,000 allows each recipient to
participate in any area for any fishery. It most closely reflects the mobility that vessels would have under the
moratorium. The second option restricts the recipient -and-fisheries -within- specific FMP areas. Each
successive option through option 600,000 further "pigeon holes” the recipient. The last three options are
highly specific, identifying the areas a vessel may fish and upon which fisheries it may target.

In order to compare the different options one needs a consistent parameter. For example, directly comparing
the number of licenses issued under option 100,000 and option 600,000 might lead the reader to an incorrect
conclusion. Referring to the set of "current” tables (in the Groundfish Table Appendix), under opticn 100,000
(configuration 115X 11} there are 1,679 licenses, and under option 600,000 {configuration 615X11) there are
5,475 licenses. A direct comparison of the two numbers might lead the reader to say that the former was more
limiting than the latter. This is not the case because under a single license the vessel may fish anywhere.
Since there are 5 sub-areas and at least 5 fisheries in each area, this gives the recipient, at least theoretically,
25 fishery/subarea possibilities. Multiplying the number of opportunities by the number of licenses results
in a total of 41,975 fishing opportunities. Under option 600,000 the number of fishing opportunities are
strictly defined by the nature of the license, and as seen in the table (615X11), only 5,475 opportunities were
used in the current fishery. Thus issuing licenses for sub-area fisheries is much more limiting in terms of the
number of opportunities each vessel has open to 1t, affecting fleet mobility and the ability of the fleet to
expand in the future. While, it may be argued that a vessel does not need amy new opportunities, the
dynamics of fish populations and markets suggest otherwise.

The table below summarizes the impacts on fleet mobility by estimating fishing opportunities as the nature
of license changes, using the current, universal and explicit reference configurations. Fishing opportunities
are defined as the potential or actual number of fishery/sub-area combinations which are possible under each
of the configurations shown, using the kind of calculations made above. From the table it is clear that as one
rolls down through the options for the nature of licenses, the number of opportunities decreases. The right-
most column shows the percent reduction from the total available opportunities shown in the first row of each
secticn. Under each of the configuration sets (current, universal, and explicit) the reduction percentages are
remarkably consistent. Since each of the sets varies only by the qualifying period one can be reasonably sure
that changing the qualifying period does not impact the general trend in the reduction of fishing opportunities
as one tightens the definition of the nature of the license.
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Table 3.21

. Potential Fishing Opportunities
Configuration Vessels FMP Areas Sub-areas Fisheries Reduction %
- |Current '
115X11 1,679 3,358 8,395 41,975 100%
215X11 1,679 1,916 5404 27,020 64%
315X11 1,679 1,916 2,229 11,145 27%] -
415X11 1,679 3,358 8,395 19,355 46%
515X11 1,679 1,916 5404 12,301 29%
615X11 1,679 1,916 2,229 . 5,475 13%
715X1t  -1,679 1,916 2,229 - -4,001- 10%| -
- 815xX11 1,679 = 1,916 #N/A 5177 12%
Universal
115211 2,954 ..-5,908 14,770 73,850 100%
215211 2,954 3,518 8,777 48,885 66%
315211 2,954 3,518 4,352 21,760 28%
415211 2,954 5,908 14,770 33,085 45%
515211 2,954 3,518 9,777 22,354 30%
615211 2,954 3,518 4,352 10,114 14%
715211 2,954 3,518 4,352 7,638 10%
815211 2,954 3,518 #N/A 9,681 13%
Explicit
UUTTT1Y57THM 10536777 73,0720 7,680 38,400 100%
215711 1,527 1,727 4,788 23,940 62%
315711 1,501 #N/A 3,520 17,600 " 46%
415711 1,536 . 3,072 7,680 16,660 43%
515711 1,527 #N/A 7,635 9,907 26%
615711 1,501 #N/A 1,900 3,942 10%
715711 1,501 #N/A 1,800 3,658 10%
815711 1,502 #N/A #N/A 4,851 13%

Notes: BOLD numbers are taken directly from the tables in the back of the section.
ITALICIZED numbers are calculated using adjacent cells and #'s of available opportunities.
BOLD ITALICIZED numbers are calculated directly from the tables in the back of the section.

Summary of Qualitative and Quantitative Assessments of the Nature of Licenses Alternatives.

For each of the eight elements, we have discussed the relative impacts on the potential for initial fleet size,
potential for expansion of capacity, mobility, administrative complexity, and enforcement. The table and
chart show ordinal values, using a 20 point scale, placed on each of these four attributes for each of the
different nature of license elements. Since the Nature of Licenses is neutral on the initial fleet size, no scores
will be issued at this juncture. Scores will bave the following meanings:

Attribute Meaning of High Scores
Inmial Fleet Size ... ... .. e Greater initial fleet size
Potential for Increased Capacity ............... Greater potential for increased capacity
Mobility .. .o . .... Qreater mobility for fishers
Complexity .......... ... .. oo i Greater administrative complexity and cost
Enforcement ... ... .. ... .. ...l Greater enforceability/lower costs
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Option# Fleet Size Potential Capacity . Mobility Complexity Enforceability
100,000 Neutral 15 _ 20 1 18
200,000 Neutral 10 13 2 17
300,600 Neutral 4 6 3 16
400,000 Neutral 7 9 i4 3
500,000 Neutral 5 6 14 7
600,000 Neutral P 3 - 15 6
700,000 Neutral 2 2 18 1
£00.000 Neutral 2 3 19 1
Qualltative Ratings of "Nature of License” Options
10 , , : -
! i T S { |—e—Fleot Skze
1 T """"""" "’*t TR ek g Potential Capacity
8 10 foee-d A SR (e — S deemeneeesi | —a— Mobillty
Sl NI ATl | compiem
f ke _¢.. - ; é ? : ‘ = —x— Enforceability
3 ] ] g g g g g
g 2 g g g g 8 g
Option Identifler
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3.22.2 License Recipients

In January 1994 the Council specified three groups of potential license recipients: current vessel owners,
vessel owners at the time of landings, and permit holders. These are overlapping sets of recipients as shown

below in Figure 3.9.

Figure 3.9
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For an owner-operated vessel which has not changed ownership during the qualifying period, all three sets
of recipients may be the same individual. Many larger vessels that have changed bands will have different
owners than the permit holders and the vessel owner at the time of landings may also be different; thus the
three sets do not overlap. The Council stated its preference that at minimum, it wanted the current owner to
receive a permit. The Council also noted that they may want to give licenses to one or two of the groups, but
not necessarily all three. This introduces a precedential aspect into initial issuance. And, finally, there is the
issue of whether to give out multiple licenses that are based on the activities of a single vessels, 1.e., the case
where none of the sets overlap and licenses would be issued to individuals in each set for a particular vessel.

To give the Council a range of choices (and precedence) regarding license recipients and whether they would
receive one or muiltiple licenses, the anatysis will examine four alternatives:
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IR Aliocate only to current owners of qualifying yg._lsels.

[ LN S

Z. Allocate first to currcat owners, then to qualifying vessel owners as the time of landing, and then to permit
holders, but no more than one licease per recipient for the same vessel.

3. Allocate first to current owners, then to permit holders, and then to qualifying landing owpers, but no
more than ope licenss per recipient for the same vessel,

4, Allocate to all current owners of quaiifyg vessels, to all qualifying owners at the time of landing evea
if they have reccived licenses as current owners; and 1o all qualifymg permit holders even if they received
.licenses as current or landings owners. Recipicats may receive more than one license for the same vessel.

Below, the four options are shown in the "analysis" format with their numbering scheme. Under options
20,000 and 30,000 the Council may choose to exclude the third group, and under option 40,000 the Council
could choose from among the three, alone or in combination.

License Recipients

Allocate Only t0 CUITENL OWIIETS .« . o o vt v et e e tae e e e e et aa et e e ana e e iaaaaaenns 10,000
Allocate to current owners, then owners at the time of landing, then permit holders o agsasnrss . ... 20,000
Allocate to current owners, then permit holders, then owners at the time of landing (uo dupscssonwesen . ... 30,000
Allocate to all current owners, owners at the time of landing, and all permit holders (o apsasovess ... 40,000

It is assumed that licenses issued to these different groups will entitle the recipients to identical privileges.
Further, licenses are assumed to be freely wansferable across groups. Issuing licenses to these different
groups may be viewed as a potentially effective way of developing a market driven method to reduce fleet
size if the Council develops a "fractional" license scheme. This was discussed in Section 3.2.1.3.1 on
potential "buy-back” plans and is discussed again below.

Assessment of Options

Choosing who to issue the license to, current owners, qualifying owners, and/or permit holders will set the
number of licenses to start the program and will influence how fleet capacity expands over time after the
program commences. As noted earlier, we think the major impacts of choice of recipient will be on initial
fleet size, expansion of capacity, and complexity of the program. The choice recipient alone will not have

much effect on mobility or enforcement.

Initial - | Potential

Fleet Increased
Size Capacity Mobility Complexity Enforcement
License Recipients Major Major Neutral Major Neutral

(10,000-40,000)

These aspects are discussed more fully below, and the qualitative analysis is summarized at the end by
assigning a relative score for each altemnative.

Allocations to Current Owners vs Owners at Time of Landing. The Council awarded QS to owners of
vessels at the time of landing in the sablefish and halibut [FQ program. An alterative being considered for
the license program would issue licenses only to current vessel owners.! Qualifying calculations would be
based on all landings made by that particular vessel during the qualifying years regardless of the vessel owner
at the ime of landing. Using current vessel owners would make the analysis and implementation much easier

'Issuing licenses to current vessel owners can be viewed as nearly synomymous to issuing licenses to vessels.
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because staff would not be faced with the task of matching catch records to ownership record.  Additionally,
issuing licenses to current vessel owners would eliminate the process of applicants having to document vessel
ownership in the past This is anticipated to be a time consuming and costly effort for the sablefish and
halibut [FQ program. Finally, many in industry have noted that some recent sales of vessels presume that
some form of limited entry based on catch history will be forthcoming. Therefore, clauses are being inserted
into sales contracts retaining all catch rights with the seller.

Vessel Catch Data. Most catch data identifies the harvesting vessel.? Calculating the landings of a vessel
usually is' easy, though sometimes vessel identifiers may be mis-keyed and catch will be attributed to the
wrong vessel.  Vessel owner information is in different files and can be matched to catch vessels using a
common vessel identification npumber. Problems occur more with data accuracy than ability to merge the
data.

OQwnership Information. Title tracking systems, such as for automobﬂ&c and real estate, do not exist for
vessels. Recently, the State of Alaska and NMFS have required fishing vessels to be registered or permitted.
Both documents ask for ownership but neither require proof of ownership. Therefore, the information is not
completely reliable. Additionally, all vessels over 5 net tons are required by the U.S. Coast Guard to be
documented. This documentation includes the owner of the vessel, and the U.S. Coast Guard does not
recognize a person as a vessel owner until the documentation has been changed The Coast Guard believes
that, given adequate time and money, it can construct a record of vessel ownership for most vessels over time.

Though this work is not in progress, its importance is being recognized.

Confidentiality Restrictions. Current Federal and State of Alaska law prohibits the release of "confidential"
data to-persons other than those who actually submitted the data. Since 1978, catch data have been reported
in three basic forms: ADF&G fish tickets, NMFS weekly processor reports, and observer reports of joint
venture harvesting activities. The State of Alaska officially recognizes the Commercial Fisheries Entry
Commission (CFEC).permit holder.specified on the fish-ticket as the submitter of those data NMFS has
recognized the vessel owner as listed in the Federal Fishing Permit as the submitter of weekiy processor
reports and joint venture records.

The State of Alaska Attorney General has found that releasing ADF&G fish-ticket information to the vessel
owners af the time of landing (without a signed waiver of the permit holder) would be a violation of
confidentiality laws. If the vessel owner at the time of landing cannot have access, then it is unlikely that an
entirely unrelated person (if the vessel has been subsequently sold) would be given access to that information.
Under a license program, confidential information may not have to be released to venify landings, though this
issue remains unresolved. There have been requests because of the sablefish and halibut IFQ program and
the Moratorium to revisit State confidentiality regulations. Attorneys for NOAA and NMFS are currently
debating this issue for weekly processor and joint venture reports. Data have been released in the past to
vessel owners at the time of landing and, therefore, they may have legal access to catch records. It is much
less likely that current owners would gain access to confidential data while the vessel was owned by another
person. Clearly, it would be easiest, in terms of the administration of the application and allocation process,
to issue quotas to the officially recognized submitter of the data, i.e., the permit holders.

Jransferring Catch Histories. If contracts transferming catch histories to current vessel owners exist, and the
contracts are found to be valid, courts of law may issue orders compelling previous owners and/or permit
holders to release that data to the current owner or to transfer quota once allocated. If the contracts are valid,
then it may also be presumed that documentation of vessel ownership for the period existed, partially
mitigating problems with allocating quotas to other than current vessel owners.

“The exceptions to this are found in vessels delivering to at-sea processors whether delivering to domestic or foreign
Processors.
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Who owns the catch history? Most of the industry recommendations to the Council have advocated allocation
to current vessel owners. The rationale for this recommendation seems to rest, at least partially, in the
premise that current vessel owners are the ones with the-investment and stake in the fisheries ‘today', and that
they are dependent on the fisheries in that they require landings of fish to maintain the operations they have
established by virtue of that vessel ownership. This premise certainly makes sense on the surface. Further
support for this alternative lies in the fact that the application, appeals, and allocation of licenses will be much
simpler and straightforward under this alternative. Records of catch are tied to vessels more directly than to
vessel owners; records of vessel ownership through time are much more difficult to reconstruct as previously
noted in this paper. Allocations based on catch history of a given vessel will go to ‘one entity’ rather than
several, and the qualified entity will be much easier to ascertain. This logic ignores, for the moment, potential
confidentiality problems. '

Allocating to current owners -presumes that fish landings are associated more .with.a -vessel than .a vessel
owner; previous owners of a given vessel are excluded from allocations based on that vessel's historcal
performance. This presumption is consistent with the fishing privileges which were created under the
Council's moratorium,; i.e., rights to continue fishing are vessel specific and depend on the past performance
of that vessel. Fundamental differences, however, are that the moratorium rights would have remained with
a vessel (not vessel owner) unless otherwise specified in legal contract

It can be argued that the default assumption should be the opposite. Based upon the Council's
sablefish/halibut program, licenses should be allocated to vessel owners gt the time of landing, not necessarily
to current vessel owners. That program implied that catch history is tied to the vessel owner, not to the vessel
itself. In fact, in instances where vessels have been traded, the catch history credit will remain with the vessel
owrer unless specified differently under private, legal contract It is likely that some groundfish and crab
vessel transactions have been conducted based on that assumption.

The precedence in the sablefish/halibut program, does not preclude the Council from structuring a different
allocation mechanism for groundfish and crab licenses. These are very different fishenes subject to a very
different range of considerations. In making this decision, the Council should consider addmoual factors and
be cognizant of the impacts to affected persons of either alternative.

Allocating to current vessel owners - Who wins and who loses? If licenses are allocated to only current vessel

owners, and those owners receive the entire catch history of the vessel upon which to base their licenses and
eventually QS if they are implemented, then those vessel owners are obviously the ‘winners' in the context
of a win/lose scenario. To the extent that the landings owner is no longer in the fishery, it could be argued
that he neither wins nor loses, but perhaps forgoes a windfall profit. However, not all landings owners have
exited the fishery. The most obvious example of a 'loser’ under this alternative is someone who has a long
catch history with a given vessel, has recently sold that vessel, and continued fishing with a new vessel. In
this example, the person with a long history in the fishery will lose that catch history and perhaps not receive
certain licenses, and eventually may lose QS if an IFQ program is implemented. The person acquiring the
vessel with the long catch history may be a new participant in the fisheries, which means that a person with
little historical participation comes out a ‘winner', while a person with a long history of participation may
come out a 'loser’ in the allocation process.

The Magnuson Act requires Councils to take into account historical participation when considering limited
entry programs. It also mandates consideration of current participation and dependence on the fisheries. This
issue creates somewhat of a dilemma in reconciling these mandates. It needs to be pointed out that the
example above is very simplistic and does oot take into account other possible nuances. For example, the
person that sold the vessel (and its catch history under this alternative) may not necessarily end up a loser,
if that person happened to acquire a 'new’ vessel which had its own catch history, particularly if that catch
history was greater than the owner's previous vessel. Under that scenario, he comes out a ‘winner’ under this
alternative. The possibilities are further complicated by the fact that some vessel transactions in recent years
have involved explicit transfers (or explicit retention) of catch history by one party or another.
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In order to quantify the number of affected persons, either adversely or positively affected, it would be
necessary to (1) track the ownership of all vessels through time with catch associated to various owners, (2)
have knowledge of the specifics of all contracts which either transfer or retain specific catch histories as part
of the vessel transaction, (3) ascertain whether a given owner is still involved in the fisheries or not, and (4)
make comparisons of each potential qualified recipient to what they would receive under the other alternative,
(allocation based on ownership at time of landings). This information is unavailable at this point, and it is
likely . that some of this information will never be available to ana.{yss on this project. It is therefore
impossible to estumate impacts in the context of whether someone is still in the fisheries or not, after having

sold a vesscl

WW” Another altemnative is to allocate to the person

who owned the vessel at the time qualifying groundfish (crab) landings were made. In terms of winners and
losers, a person will be-unaffected if he/she has been the only owner throughout-the qualification history of
the vessel.” In cases where vessel owners have exited the fishery, but still fit in the qualification window,
licenses will be awarded to persons who are no longer active in the fishery. These persons would certainly
be categorized as winners in the sense of windfall profits if they chose to sell the licenses.

Enforcement Considerations—-Are vessels or persons licensed? The NMFS enforcemerit office has voiced
concerns over whether persons or vessels will be licensed. In their view, licensing persons creates a much
more difficult enforcement situation, and potcnnally allows more vessels to engage in fishing activity.
Consider the following example, whereby a person is licensed for groundfish on a 60'-124' vessel. Under the
status quo there is a certain amount of down time for every vessel, especially among shore based vessels. It
is feasiblé that persons holding licenses will be able to change vessels once the landing is made, go back out,
fish and make another landing, and switch back to the original vessel. This will essentially allow two vessels
to fish under one license. If licenses have a value on the market, persons with more than one qualifying
vessel may choose to sell one of their licenses and use the remaining license on both vessels. This is really
a form of the "capital stuffing™ issue that looms-on the horizon of any license limitation program.

This particular problem could be handled by issuing the licenses to persons with an endorsement which states
that it can only be used on a given vessel. In order to change vessels, the license holder would have to go
through the normal transfer procedures, and would be required to await an official recognition of the transfer
before changing vessels. For licenses issued to permit holders or to owners of vessels at the time of landing,
the application process would most likely require them to specify the name of the vessel on which the license
would be fished. If the license holder does not have a vessel in mind, the license will be issued but it will not
be valid until it was officially linked to a vessel in a NMFS-approved action.

Qualitative Discussion of Specific Opticns Included in the Analysis.

Allocate Only to Current Owners (Option 10,000). Under this option, a license for each qualifying vessel
will be issued to its current owner. The number of licenses issued to current owners of qualifying vessels will
equal the number of qualifying vessels. Therefore, this alternative will be the most effective in limiting fleet
size over each of the qualifying periods. It should be noted that the current owner of a fishing vessel which
qualified in the past, may not currently be involved in fishing. If, for example, an investor purchases a large
fishing vessel and converts it into a pleasure cruiser, and the vessel qualifies, the current owner will receive
a fishing license, and if the license has value, the license recipient will receive a windfall. Similarly, current
vessel owners may be banks or other non-fishing institutions which have repossessed a vessel in default.

The application and allocation process for issuing licenses to current vessel owners only, will be the easiest
of the four alternatives because current records are more easily obtained than past records. Since fewer
licenses will be issued in this alternative, monitoring and cnforcemcnt also will be the least costly. This
option has little i 1mpact on enforcement 1S5u€s.
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Allocate to Current Owners, Then Owners at the Time of Landing, and Then Permit Holders (No
Duplication) (Option 20,000). Under this alternative, licenses would be issued to the current owners of
qualifying vessels. This option then would allocate licenses to vessel owners who did not receive licenses

as current vmsel owners, but who owned a quahi'ymg vessel dum:lg the quahﬁfmg penod. A landings owner

s ; ; ed), regardless of the
number of vessels owned during the quahfymg pe:nod,3 This is because 1t is presumcd that landings owners
are included as an option because they may not receive licenses as a current owner of a vessel. Under this
option, the Council could also choose to allocate licenses to any permit holders who would not have received
licenses as current or landings owners. In order to qualify, all landings recorded in the permit holder's name
during the qualifying period, regardless of the vessel or vessels on which the landing was made, will be added
together. If the landings meet the qualification criteria then the permit holder will be issued a single license

(or suite of endorsements if issued), regardless of the number of vessels used during the qualifying period.
In the Groundfish Tables Appendix, the tables concerning Option 20000,show-the-total licenses-issued if they

are allocated to current owners and landings owners without duplication as option A. The total resulting from
adding in permit holders who are neither current owners or landings owners is shown as option B.

Questions of who should be the "rightful” recipient aside, it is clear that allocating to both the current owners
and to landings owners will increase the number of licenses issued and, therefore, make it less likely that the
license program will constrain the size of the fleet Adding permit holders will further increase the number
of licenses. On the other hand, an allocation to owners at the time of landing (or permit holders) can be
viewed as 2 way to acknowledge the stake these persons may have in the fishery.*

The convoluted nature of ownership patterns in the fishery is less of an issue under license allocations than
under an allocation of IFQs. This is because the question is not bow much was landed but rather was a
landing made. Therefore implementation problems under this alternative will not be intractable though they
are expected to be significantly greater than under an allocation to current owners only. If it is assumed that
licenses result in the same privileges regardless of the recipient, then monitoring and enforcement will be
affected only by the number of additional hcense recipients. This assumption of equal privileges for all three
types need not be the case, however. It would be possible to use this element to create a fractional license
program as is discussed below.

Fractional Licenses as a Market Driven Method to Reduce the Fleet. Many license limitation programs
are initiated with the idea that the fleet can be reduced via a buy-back program. Whether industry or the
government pays for the buy-back program, few, if any, successful programs have been established. An
alternative to the buy-back programs is the concept of fractional or stackable licenses. The Pacific Fishery
Management Council under Amendment 6 to their groundfish program has instituted a stackable program
whereby a large vessel which did not receive licenses in the nitial allocation may purchase a given number
of small vessel licenses and obtain a license enabling it to enter the fishery. The same concept may be used
with respect to current vessel owners, vessel owners at the time of landing, and permit holders.

Assume that the license program issued licenses under a three-year qualifying window to current owners,
landings owners, and permit holders. Under this scenario, unless every qualifying vessel fished in the current
year, there would be more licenses issued to current vesse! owners than currently fish. Additionally, since
owners at the time of landing, and permit holders also receive licenses there will most certainly be more

’If a current owner qualifies for pollock in the Central Gulf, and had qualifying landings for pollock in the Bering
Sea and Aleutian Islands as well as the Central Gulf as a landings owner, then under option 20,000, three endorsement:
would be 1ssued. Under option 40,000, four endorsements would be issued, one for activities as a current owner and thres
for activities as a landings owner.

“This option (as well as option 30,000, and 40,000) could be viewed as a starting point for a fractional licens
program.
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licenses available than the current number of vessels. Because the license program does not constrain the
current fleet, its effectiveness will be limited. - S :

Now suppose that each curreat vessel owner was issued a certificate worth 10 license points, each owner at
the time of landing was issued a certificate worth 6 points, and each permit holder was issued a certificate
worth 3 poiats. If there was a regulation requiring that at least 15 points are needed in order to use the license
on a vessel, then a market for license points would be created, and the number of effective licenses would
decrease. If further reductions in the number of licenses were desired, the Council could stipulate that 20
points might be required. If the Council wished to implement an orderty fleet reduction process, they could
stipulate’ a point schedule over a period of years. Suppose the Council wished to cut in half the number of
vessels allowed to fish over a six-year period. Also, assume the point system above resulted in an allocation
of 20,000 points. If, in the first year, 10 points were required to fish then conceivably 2,000 vessels would
be allowed to participate. If, over the next five years, 12 points,-14 points, 16-points, 18 points, and finally
20 points were required to fish, then the fleet could be reduced to a maximum of 1,000 vessels.

Unless there was a perfect market for points it would be very unlikely that the license point buyers and sellers
would be able to match up. To facilitate the development of the market, a sophisticated transfer monitoring
system would have to be implemented. However, it is likely that this could be funded by a transfer fee.
Further, it might be advisable to allow single points to be traded. For example, a permit holder might sell one
point to one person and two points to another.

Allocate to Current Owners, Then Permit Holders, and Then Owners at the Time of Landing (No
Duplication) (Option 30,000). Under this altemnative, licenses would be issued to the current owners of
qualifying vessels. This option would also allocate licenses to permit holders who would not receive licenses
as current: vessel owners. In order to qualify, all landings recorded in the permit holder's name during the
qualifying -period, regardless of the vessel or vessels on which the landing was made, will be added together.
If the landings meet-the qualification criteria then the permit holder will be issued a single license regardless
of the number of vessels used during the qualifying period. Under this option, the Council could also choose
to allocate licenses to qualifying landings owners if they have not received licenses as current owners of
qualifying vessels or as permit holders. This option differs from the previous option in the order of
precedence. This option explicitly allows the Council to allocate licenses to qualifying permit holders,
without the necessity of first allocating to "past" vessel owners.” In the Groundfish Tables Appendix, the
tables concerning Option 30000; show the total licenses issued if they are allocated to current owners and
permut holders without duplication as option A. The total resulting from adding in landings owners who are
neither current owners or landings owners is shown as option B.

Two types of permit holders exist in the groundfish fisheries: Commercial Fishing Entry Commission
(CFEC) permit holders, and Federal Groundfish Permit holders. Federal Groundfish Permits are required by
the NMFS for vessels operating in the groundfish fishenies in the EEZ off Alaska. However, unlike CFEC
permits, the vessel owner is the permit holder. Issuing licenses to Federal Groundfish Permit holders is
therefore the equivalent of issuing Licenses to vessel owners at the time of the landing. Therefore, it 1s
assumed that by "permit holders" the Council meant CFEC permit holders, rather than Federal Groundfish

Permit holders.

The CFEC issues permits to all fishing vessel skippers participating in fisheries off the Coast of Alaska. For
vessels making deliveries to shore based processing facilities, the permit holder is required to present 2
current permit card. The permit number is entered on the fish-ticket and the landing becomes official. The
permit holder is considered the "subrmtter” of the fish-ticket data, and therefore the only person, outside of
governmental agencies, who 1s allowed access to the "confidential data" on the record. In most cases, the

*This option also yields different results than option 20,000 if the Council were to choose to develop a fractional
licensing program. In that case it is presumed that different points would be awarded to licenses if they were allocated as
"past" owners or as permit holders, and therefore the order of the allocation process becomes a factor.

116 September 17, 1994 (9:54pm)



permit holder s the skipper of the vessel, but any person on board with a valid permit may make the Janding
under their name. Since 1990, vessels making deliveries to motherships outside state waters have pot been
requireqd to submit fish tickets, although in most cases the skipper of the vessel will hold a valid CFEC permit.
Offshore deliveries are monitored by observers and by the Weekly Processing Reports submitted, not by the
delivery vessel but by the processors. Therefore few, if any, offshore deliveries will qualify a permit holder
for a license. The same holds true for skippers and other CFEC permit holders on catcher/processors. Since
these vessels are not required to submit fish tickets few CFEC permit holders will qualify from the catcher
processor fleet. Therefore, an allocation to permit holders may be viewed as an unequitable allocation
particularly by skippers of vessels operating offshore, who, although they participated in the fisheries and
most likely had CFEC permits, were not required to submit catch data under their name.

Allocate to All Current Owners, All Owners at the Time of Landing, And/Or All Permit Holders
(Duplication Allowed) (Option 40,000). Under this alternative, licenses-would be allocated to current
owners for each qualified vessel. Additionally, this option would allow the Council to allocate additional
licenses to all landings owners. In this case most current owners would be both current owners and owners
at the time of landings, and therefore could receive additional licenses. This option could also be used to
allocate licenses to permit holders. Any qualifying permit holder would receive a license regardless of
whether that person would also receive a license as a current or landings owner. All current and landings
owners who were also permit holders could qualify for additional licenses. In the Groundfish Tables
Appendix, the tables concerming Option 40000, the license totals for three sub-options are shown. Option
A shows the sum Current and Landings Owners. Option B show the total licenses issued if they are allocated
to both current owners and permit holders. Finally, Option C sum all current owners, landings owners and
permit holders.

This option would issue licenses to each owner or permit holder during the qualifying period. Obviously,
the number of licenses recipients is greatest under this alternative. This alternative will impact the initial
allocation of licenses as well as the monitoring and enforcement because of the sheer numbers of recipients.
However, since almost every owner or skipper, past or present, could receive a license there will be less
contention in the allocation process and perhaps fewer appeals and court battles. This option could be seen
as an equitable measure of participation if fractional licenses were to be created. '

The three figures below depict the different options under the "License Recipients" using a hypothetical
distribution of vessels, owners, and permit holders, and a simple umbrella license program. Figure 3.10a
shows this hypothetical distribution. In this example "landings owner" refers to the owners at the time
landings were made. Only included are those vessels, owners and permit holders who would qualify for a
license under the hypothetical system. The number of current owners is less than the number of vessels, some
owners are assumed to own more than one vessel. Figure 3.10b shows the number of licenses allocated under

each of the options.

Figure 3.10c shows the number of different persons who would receive licenses. Comparing this figure to
the previous, the reader can see the impact of individuals who receive multiple licenses. The number of
vessels and the number of current owners that receive licenses remains the same under each option. This is
because under each option, the allocation to current owners of qualifying vessels is included The important
features to glean from these figures are the number of additional licenses that are created under the various
options, and who would recetve them.
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Figure 3.10c¢c
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Conclusions Regarding License Recipiehts.

Issuing licenses to current owners only will yield the smallest initial fleet of the four alternatives for this
component, and produce the most effective license program in terms of addressing overcapitalization. Issuing
licenses to additional permit holders and/or owners at time of landings will increase the pool of licenses and
degrade the effectiveness of the license program. Any licenses that were not strictly attached to a particular
vessel could be applied to a new vessel, thus allowing for significant expansion of the fleet.

Allocation to permit holders is also complicated by the fact that since 1990, catcher processors have not been
requuired to submit fish-tickets, which is the best source for permit holder data. If the Council desires to issue
some form of license to other than current owners, and also desires to constrain fleet size, then consideration
‘should be given to a fractional license scheme and also identifving licenses very closely with individual
vessels.

The Tables Appendix contains tables descnbing the license recipient options. These allow us to estimate how
the license pool, and presumably the fleet could expand if more than just current owners are issued licenses.
Table 3.22 below draws on the Universal reference configuration to show trends seen under all three
configurations. Table 3.22 summarizes the total numbers of licenses that would be issued under the four
options, by region, vessel size class, and catcher or processor designation. The total number of current
owners is 2,954, of which 2,185 are from Alaska and 769 are from other areas. Issuing licenses to unique
landings owners as in 20000 {(option A) increases the total number of licenses by 15% to 3,385, Issuing
licenses to unique permit holders and landings owners increases the license pool to 4684 licenses for option
20000 and 4436 for option 30000. This is a 59% gain in the number of licenses. Issuing licenses to all three
groups and allowing duplication as shown in 40000 option C, the pool of licenses jumps to just over 3000
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because, a current owner might receive one license for being current owner, another for having past Iandmgs,
and a third for being a permit holder. :
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All classes of vessels show increased license numbers moving from option 10,000 to 40,000, though some
have a more pronounced increase than others. For example, the Alaska. fleet increases from 2185 licenses
under option 10,000 to 6680 for the most magnanimous option 40,000. The gain of 4495 licenses is
distributed as a gain of 200 catcher processors, 3800 small catcher vessels less than 60 ft, and lesser gains in
other categories. For non-Alaska licenses, 1564 are gained including 363 catcher processors.

The prominent conclusion is that any choice other than limiting license distribution solely to current vessel
owners will rapidly and significantly degrade the effectiveness of the license program to address the
overcapacity problem. In addition, the complexity of the program will increase significantly both in
implementation and administration if significantly more records have to be matched and more licenses and
transfers have to be tracked. '

The relative rankings of the options are shown in the table and chart below. - -

Option # Fleet Size Potential Capacity Mobility Complexity Enforceability
10,000 2 2 Neutral 2 Neutral
20,000a 7 7 Neutral 12 Neutral
20,000b 8 8 Neutral 15 Neutral
30,000a DR - IR 6 Neutral 6 Neutral
30,600b 9 9 Neutral 15 Neutral
40,000a 6 6 Neutra] 12 ‘ Neutral
40,000b ~ 12 12 Neutral 6 Neutral
40.000c 18 18 Neutral 15 Neutral

- .- - Qualitative -Ratings of "Licensa Racipients” Optians
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3.22.3 License Designations

In January 1994, the Council identified three types of use restrictions, other than those dictated by the nature
of the licenses, which could be placed on the licenses as designations. These included: (1) designation of
licenses for use on catcher vessels (CV) and catcher/processors (CP), (2) designation of licenses for use on
vessels of a given length class, and (3) designation of licenses for use on inshore or offshore delivery vessels.
Upon reviewing the record and interpreting the Council's intent, any combination of these appears to be
within the scope of the Council's alternatives. Therefore, this analysis examines the eight different
combinations of use restrictions which result from the Councils alternatives:

B [ 0 ST Lo T+ O 1,000
Catcher Vessel and Catcher/Processor Designations ..................... S e 2,000
Vessel Length Class Designations . .........un ittt ieeieee e e eae e aiiieeaan 3,000
Inshore and Offshore Designations ... ... ...ttt e e i 4,000
CV - CP and Vessel Length Class Designations . . ..... ... it 5,000
CV - CP and Inshore-Offshore Designations ... .....oueeetrtueet i aiiiiinaaearanann. 6,000
Inshore-Offshore and Vessel Length Class Designations . ........... e 7,000
CV - CP, Inshore-Offshore, and Vessel Length Class Designations ............................ 8,000

Under the current management regime, there are no restrictions on the lengths of vessels, processing
capabilities, nor on delivery mode, except those instituted under Inshore-Offshore for Pacific cod in the Gulf
and pollock in both FMPs. The Council's action on inshore-offshore included a sunset date of December 31,
1995, Further, the Council indicated that action under the CRP would replace the inshore-offshore allocation.
Therefore for purposes of analysis, it is assumed that under the license program no restriction on delivery of
pollock or Pacific cod to inshore or to offshore facilities will exist.

Assessment of Options

The eight options under license designations will not affect the initial fleet size, per se, but will have far
reaching ramifications on the uses of the licenses, 1.¢., the mobility of the flect, and the potential to increase
capacity. A variety of designations and use restrictions will have some impact on complexity of
implementation and administration of the program, and enforcement could be more time consuming and
complicated if a plethora of use restrictions are imposed. The discussion that follows leads to the conclusion
that license designations will have major impacts on the potential for increased capacity and fleet mobility,
more minor impacts on complexity and enforcement, and for the most part is neutral in determining the initial
fleet size.

Potential
Initial Increased
Fleet Size Capacity Mobility Complexity Enforcement

Licenses Designations Neutral Major Major Minor Minor
(1,000-8,000)

No Restrictions (Option 1,000). Under this alternative, there would be no restrictions on the use of licenses
other than those dictated by the nature of the licenses, (fishery, area, etc). Any license could be used to fish
on any vessel regardless of length, processing capabilities, or the location of the delivery. It is at least
theoretically possible, though highly unlikely, that every licensed vessel could be replaced by a vessel of
much greater length and processing capacity. As noted earlier, under the current over—capitalized fishery,
there appears to be few incentives to pour additional capital into the fishery. Unless the license program
constrains the fleet to a size smaller than would be expected under the status quo, a license program without
restrictions would not be likely to bning about a rush of new investment into the fishing fleet. If the license
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program constrains the fleet, then the lack of restrictions will allow vessels to more easily engage in "capital
stuffing." by lengthening vessels, adding processing capacxty, or even by employing spotter planes and search
vessels.

Catcher Vessels - Catcher/Processor Designations (Option 2,000). Under this alternative, licenses would
be issued with designations of either catcher vessel (CV) or catcher processor (CP). A single designation per
vessel would be based on the vessel's activity during the qualifying years on hierarchical criteria If the vessel
operated as a CP during the qualifying period, then it would be designated a CP. This will hold even if it also
acted as a delivery vessel at some point during the period We have assumed for purposes of analysis, that
if a vessel acted as a CP in any area or in any fishery during the qualifying period, then the CP designation
will hold for all areas and fisheries. In other words, a vessel will receive a single designation which will hold
for all fisheries and areas. A CP license will allow the licensee to operate the vessel either as a CPorasa CV
delivering fish to other processors. If the vessel did not act as CP, then it- would be designated as a CV. CV
licenses would allow the holder to act only as a delivery vessel.

This alternative will put a cap on the number of CPs in the fleet. Catcher vessels would not be allowed to add
processing equipment to their vessel and use it without first acquiring a license with a CP designation. If the
license program constrains the size of the fleet, then it would be likely that this restricion would be an
effective means to curtail one form of "capital stuffing."

Implementation effects of this restriction will most likely not cause much additional woerk. The definition
of processing used by the NMFS is fairly well defined and, therefore, there should not be that many questions
of whethera vessel acted as a CP or not. Enforcement and mogitoring would be no more difficult than under
the status quo, since CP must notify NMFS of their intentions. Implementation issues could be complicated
if the Council chose to make designations based on the different areas and fisheries included under nature of
the licenses. Enforcement would also be much more difficult if multiple designations on a given license were
included. This caveat also holds for any of the other suggested restrictions.

Vessel Length Class Designations (Option 3,000). The Council specified three potential length designations
for licenses; from 0' to 59, from 60’ to 124', and from 125' and greater. A license with a size class designation
would allow any vessel within that length class to operate. It should be emphasized that the Council specified
that the vessel length designation was only to apply to catcher vessels, with catcher/processors designated as
such. To give the Council flexibility to use the vessel length designation only, without creating a separate
catcher/processor class, both catcher vessels and catcher/processors will be assigned length designations.
Vessel length class designations will allow license recipients to increase the length of their vessel within that
class or 1o transfer licenses to larger vessels within the class. Although a length class designation is more
restrictive than nothing, it would not prevent length increases within classes.

If the license system constrains the fleet to a number of vessels that is less than would have otherwise
participated under the status quo, then it can be expected that there will be incentives to increase the catching
power of each licensed vessel; the "Catch 22" of license programs. One way to increase catching power is
to lengthen the vessel, which allows greater deck space, greater hold space, and presumably would allow the
use of larger or additional engines. All these will add to the catching, delivery, and processing capability of
the fleet. Additional capital added to an already over-capitalized fleet will cause any gains in net benefits
resulting from the tmposition of a license limitation program to be dissipated. The vessel classes, as specified
here, will do little to prevent many vessels from expansion and, therefore, are considered ineffective
restrictions on the overall catching power of the fleet In terms of implementation, enforcement, and
moaitoring, systems will have to be put into place which will deal with this restriction.

Inshore-Offshore Designations (Option 4,000). The Council asked that vessels be designated inshore or
offshore according to the vessel's activity in 1993. Strictly speaking, the inshore-offshore allocation included
only pollock and Pacific cod and, therefore, only vessels which made landings of pollock and/or Pacific cod
would be designated. Additionally, any vessel which did not participate in the fishery in 1993 would not
receive a designation. With these issues in mind, it was determined that the Council's intent could be met by
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designating all catcher/processors as "offshore," and designating catcher vessels either as inshore or offshore
based on their activity in the most recent year of participation in auny species. If a vessel- made a delivery. of
any groundfish species to an offshore processor, then the vessel was designated as "offshore.” It is assumed,
for purposes of analysis, that any vessel, including any catcher/processor with an "offshore” designation will
be allowed to deliver to processors operating on shore or inside State waters.

In effect, this method of assignment will create an upper limit on the number of vessels which may operate
as offshore delivery vessels, while leaving fewer restrictions on the number of vessels which may deliver
inshore. Itis also assumed that the Council could, if it wished, change the assignment methodology. It is also
conceivabie that this restricion may provide an ultimate limit on the number of vessels which may operate
as offshore mothership processors, since the number of offshore delivery vessels would be strictly limited.
However, since catcher/processors would be designated as offshore, they could team with motherships and
most likely provide enough raw product for both processing facilities, -  ---—- -

An alterpative method for assigning inshore-offshore designation would involve a much more complex
algorithm which would make the assignment based on deliveries on a species by species basis. Under this
methodology, it is conceivable that vessels may have both inshore and offshore designations for any particular
species. This methodology would be very difficult to analyze and present and would if approved create a
tremendous administrative burden. For these reasons, the simpler assignment method was used in this
document.

Regardless of the assignment methodology, the designation does not guarantee that any amount of fish will
be delivered to one sector or another. Therefore, the inshore-offshore use restrniction cannot be viewed as an
effective alternative to the inshore-offshore allocation, which is scheduled to sunset at the end of 1995. Also,
catcher vessels which receive an offshore designation would not be prohibited from converting to catcher

PrOCessors.

Implementation of this restriction, as analyzed, should not prove very difficult, assuming the definitions of
the designation are clearly stated, and they are applied equally to all license recipients. If the assignment 15
defined such that some vessels do not receive designations, then a lengthy appeals and litigation process is
possible. Enforcement of the inshore-offshore designations will be somewhat complex particularly if the
vessel may have more than one designation.

CV - CP and Vessel Length Designations (Option 5,000). This alternative combines the vessel length
designation and the catcher vessel-catcher/processor designations. This alternative was specifically defined
at the Council's January meeting. Vessels designated as catcher vessels would also have length class
restrictions. Vessels designated as catcher/processors would not be restricted by the length classes.” This
alternative would prevent catcher vessels from converting into catcher processors or transferring licenses to
them, and would also provide some of restriction in length increases catcher vessel less than 125" could
undertake by reconstruction or transfer. Large vessels would be unrestricted in terms of length, as would
catcher processors. Implementation, monitoring, and enforcement costs of this alternative will be greater than
either of the two alone, but will not likely be significant overall.

CV - CP and Inshore - Offshore Designations (Option 6,000). This combination of alternatives will
eliminate the possibility that catcher vessels designated as offshore convert to catcher processors or transfer
their licenses to catcher processors. All other issues raised under the discussion of the Inshore-offshore
designation and CV/CP designation will still apply.

¢Since it is assumed that the inshore-offshore allocation as currently exists will be superseded by any license program,
the current definition which allows for "inshore catcher/processors” will no longer exist.

"Designating vessel length restrictions for catcher/processors could be considered within the scope of the analysis, since
vessel length class designations were examined without a CV/CP split.
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Inshore -Offshore and Vessel Length Class Designations {Option 7,000). This alternative will provide
more restrictions on capacity icreases than either of the two alone. It will not however prevent catcher
vessels from converting or transferring license to catcher/processors. Administratively, this alternative will
have the same problems as either of the two alone.

- CP, Inshore-Offshore, and Vessel Length Designations (Option 8,000). This alternative combines
all three of the different designations. It is possible that it will provide some added restrictions against vessels
delivering to offshore motherships, than the CV/CP/vessel length alternative. The difficulties in the
determination of inshore and offshore categories and the costs involved in the process may not make it worth
the trouble. This is especially true if the number of vessels which would have been granted offshore
designations is much greater than are currently operating.

Conclusions Regarding License Designations.

Use restrictions do not establish imitial fleet size, but they do act to confine the fleet from moving into and
out of the different sectors and operating modes. For example, any vessel classified as a catcher vessel could
act only as a delivery vessel, whereas catcher processors could act as that or as a catcher boat. This will limit
the number of catcher processors, but not the number of catchers. Length restrictions will control somewhat
the upward movement of the fleet to larger and larger vessels. This movement occurs in any fishery where
larger capacity and more horsepower might gain a larger share of the harvest. The three length classifications
may or may not be effective in controlling this. For example, as shown in the moratorium analysis, the
catching power of a 124-foot trawler is an order of magnitude greater than a 61-foot longliner. Yet this kind
of upgrade would be allowed even under the most restrictive of the use designations, unl&es the 20% upgrade
limitation is adopted along with the length clasmﬁcatton scheme.

There is additional discussion of the issue of vessel size and capacity upgrade in Section 3.2.2.7. The key
point emphasized there.is that overlaying limits on upgrade, such as the 20% moratorium rule, combined with
vessel length license designations will restrict the pool of licenses available for purchase by owners of vessels
of any given length, particularly larger vessels. If the Council chooses 2 very explicit license system with
many different sub-area-fishery licenses, considerable constraints will be placed on owners of vessels when
attempting to purchase a license that will allow them to operate with their vessel. For example, vessels less
than 125 ft could purchase licenses onginally issued to vessels no less than 83% of their length. Conversely,
vessels at the top of their range, at 59 ft or 124 f, could only purchase licenses of vessels of an equal or lessor
length. The owner of the longcst vcssel reccwmg hcenses in the initial allocation will be unable to purchase

any additional licenses.

Complexity of implementation and administration, and enforcement will increase if a variety of license
designations are used, however this is believed to be minor. NMFS has developed tracking systems for
inshore and offshore fishenies for 1992 through 1995 and considerable experience has been gained. Vessel
length categories are used already for the: observer program, and NMFS did not have an implementational
problem with length and upgrade provisions of the proposed moratorium, so there is no reason to believe that
such provisions imbedded in a license program could not be handled properly.

In the Groundfish Tables Appendix, Configurations 111X11-118X11 show how the 1993 fleet would be
partitioned under the eight options of the License Designation Component. There are 1,679 vessels, including
1215 Alaska vessels and 464 non-Alaska vessels that fished in 1993. The Alaska component can be further
broken out into 1167 catcher vessels, most being under 60 ft, and 48 catcher processors. The non-Alaska fleet
had 371 catchers and 93 catcher processors. Most of the non-Alaska catcher vessels are below 125 ft in
length but the distribution is split more evenly between the over 60 ft and under 60 ft categories, in contrast
to the more numerous smaller vessels in the Alaska fleet.

Regarding inshore-offshore, the Alaska fleet in 1993 had 1140 vessels in the inshore fishery and 75 offshore,
while the non-Alaska fleet had 267 inshore and 197 offshore. As shown in Table 117X11, both the Alaska
and non-Alaska inshore fleets bave more smaller vessels fishing in the inshore fleet than offshore. For
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example, the Alaska inshore fleet had 1139 vessels under 125 ft inshore, but only 23 vessels of that size
designation in the offshore fleet. Of the non-residence fleet, 257 or 96% of the catcher vessels working the
inshore fisheries are under 125 f. The non-resident fleet has twice as many catcher processors as the Alaska
fleet. Only one inshore-offshore designations was assigned to each vessel: if a vessel participated in any
offshore fishery in the most recent year of participation then it was assigned an offshore designation.

" The table and figure below summarizes how the eight options under the License Designation component
influence the five qualitative attributes. '

Option # Fleet Size Potential Capacity Mobility Complexity Enforceability
1,000 Neutral 20 20 0 20
2,000 Neutral 15 13 2 15
3,000 Neutral 16 15 3 15
4,000 Neutral 19 15 7 7
5,000 Neutral 12 10 5 15
6,000 Neutral 14 11 9 4
7,000 Neutral 15 12 10
3.000 Neutral 11 7 12 3

Qualitative Ratings of "License Deslgnation® Optlons

1.000 2,000 3,000

4,000 5.000

Optlon Identifier

8,000

7.000 8,000
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3.22.4 Qualifying Period

In January 1994, the Council specified three alternative periods in which a vessel or person could qualify for
a license. These three options were:

(A) Jan. 1. 1978 - Dec. 31, 1993,
(B Jan. 1, 1990 - Dec. 31, 1993,
(9] "the three year period before June 24, 1992 and/or the three year pertod before the date of final Council action.

The "and/or" clause in Option C may be interpreted to give four more alternatives as foliow:

) (Cl) Jun. 28, 1989 - hum, 27, 1992, (the three year period prior to June 24, 1992).f
(C2) the three year period prior to the date of finel Council action,
(C3) a qua.hfvmg landing in both periods from Jun, 28, 1989 - Jun. 27, 1992, and thq three years prior to the date of final

action.” and

(C4)  Jun. 28, 1989 - date of final acticn.'®

In June 1994, an additional alternative was added by the Council. This altenative, proposed by the State of
Alaska, requires a vessel to have made landings in each of the three calendar years from 1/1/90 through
6/27/92, as well as during the 365-day period prior to the Council's final action on the license alternative in
order to qualify for an umbrella or.area license. Additionally, any vessel which made qualifying landings of
Pacific cod using fixed gear during the period from 6/23/91 - 6/27/92, as well as a Pacific cod landing during
the 365 day period prior to the Council's final action on the license alternative would qualify for an umbrella

or area license.

In all, there are seven alternative qualifying periods, four of which are indeterminate at this time. These are
shown below and in Figure 3.11 with the nurbering scheme used in this analysis.

Qualifying Periods ~~~~ 7 :
Jan. 1, 1978 - Dec. 31, 1093 o 100
Jun. 28, 1989 - Jun. 27, 1092 . o e 200
Jun. 28, 1989 - date of fimal action .. ..ttt e e e 300
Jan. 1, 1990 - Dec. 31, 1993 .ttt e e e 400
The three years prior to the date of final action . . ... ... .. .o i 500
Jun. 28, 1989 - Jun. 27, 1992 & the threc years prior to the date of final action .. ................... 600
Each of the three calendar.years from 1/1/90 - 6/27/92 & the 365 days prior to final action,

except for fixed gear P. cod use 6/23/91 - 6/27/92 rather than 1/1/90-6/27/92 .............. 700

The four alternative _.alifying periods which end on the date of final Council action are not possible to
analyze in an absolute sense, since there is usually over a year's delay in the availability of reliable fish-ticket
data. For example, the 1993 fish-ticket data were not made available for this analysis until June 1994.
Therefore, any analysis of these alternatives will be somewhat speculative in nature. There will be no
reasonable way of estimating how many qualifiers there are until the Council has made its final decision.
Nonetheless, for each of the qualification periods assumptions are made and a description of the impacts is
provided. These alternatives respond to Magnuson Act requirements that "current participation”

3Dates were rounded to include entire weeks, since much of the catch is reported on a weekly basis.

*This is the interpretation of "and" in the "and/or” clause.

'%This is the interpretation of "or" in the and/or" clause. Note also that if the date of final Council action is later than June
24, 1993, this single qualifying period will become two discontinuous periods.
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be considered in developing limited access programs. For discussion purposes, we've assumed that final
action is in January 19935 and the three years preceding are 1992, 1993 and 1994, : .

Figure 3.11
Comparison of Landings Periods
QOption Universal Conﬁgmu‘ons-
Anytime in 16 years Number of Vesszls
100 1978 1993 6202
Anytime in 3 years
Y I,
E/ / / 93 94 2954
200 A / / 7 R
Anytime in 5.5 vears :
00
300 // 3974
7000 1} 7 % 7 Z ﬁ\
Anytime in 4 y:ears
V7
400 89 M % ' / A 94
* ¥
Anytime in 3 years
500 89 90 91 @@@ 2492
Must satisfy two overlappin:g 3-year periods
7 [/
S BNN\N\N\:i77 77/
i}
Landings required in each of four periods fexcept fixed gear Pacific coc:l
700 89 90 91 92 93 94 1477
Landings required in each of two periods for fixed gear Pacific cod.
Control Date Council Fmal Action
Assumed 1/95
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Table 3.23

Vessel 1 (a combination trawlerJongliner) Vessel 2 (a trawler processor)
Central Gulf Western Guif Central Gulf Western Gulf
Period Pollock P.Cod Pollock P. cod Pollock P.Cod Pollock P cod

1/1/90-12/31/30 TRW TRW FG

nmez2e1 | RW | RW | TRW FG
6/23/91-12/31/91 TRW FG ¥G FG

1/1/92-6/27/92 - TRW FG FG --FG - FG FG
365 days prior to TRW FG FG FG FG FG

Council action

TRW = trawl gear FG = fixed gear

Vessel 1 will qualify for an area endorsement for Central Guif only. It does mot qualify for an area
endorsement in the Western Gulf because it did not fish in that area during 365 days prior to Council action.
Because its CG qualification was met with the P. cod fixed gear criteria, it will be eligible to qualify for only
a P. cod endorsement. Vessel 2 will qualify for area endorsements for both Central Gulf and the Western
Guif. It will be eligible for a P. cod endorsement in both areas, and may qualify for a pollock endorsement
in the Western Gulf, because it met the general criteria for that area. It will not be eligible for a pollock
endorsement in the CG.

The example above demonstrates the complicated nature of this qualifying period, as well as some of its
impacts. Because of the requirement for three years of consecutive participation in a given sub-area, any
vessel which has moved from area to area is less likely to qualify. The ability to move from area to area, and
from fishery to fishery, is claimed by many in the industry as one the primary reasons they are able to stay
in business. If the fishing in one area or for one species 1s bad in a given year, then they can change areas,
gears, or targets. This qualification system would in effect penalize those that took advantage of their
mobility.

On the other hand because of this period restrictiveness relatively few vessels may qualify. Therefore, it has
the greatest potential to produce an effective license program. This is because license programs need to limit
the fleet's capacity to a level which is below the capacity of the existing fleet in order to be effective. Because
of its restrictiveness, this option will likely be the easiest to enforce, when compared to other qualifying
period options using the same configuration.

Conclusions Regarding Qualifying Periods.

The Council has seven alternative qualifying periods to choose from. Each one reflects a slightly different
approach to recognizing participation in the fisheries. Option 100 reaches back over 16 years almost to the
start of the Magnuson Act, and certainly predating very much development of the domestic groundfish fleet.
Option 500 in contrast recognizes landings only in the three years before final Council action, assumed to
include 1992-1554 for illustrative purposes in this analysis. Option 700 goes back further, but actually places
greatest emphasis on most recent participation because a fisberman must have landed in 1994'® (equivalent

"The tables in the Groundfish Tables Appendix do not reflect the requirement of participation the year prior to
Council final action.
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here to 365 days before final Council action in January 1995). Thus optxon 700 1s more restrictive than
Option 500 in terms of recognizing very recent participation.

Concemning the Council's control date of June 24, 1992 which was set when making a final decision on the
proposed moratorium, options 200, 600, and 700 would not issue licenses to speculative vessels that first
landed after the control date. All the other options would allow speculators to receive licenses if they met
requirements of other components on the license system. They would not be left out because of the Council's

choice of qualifying period alone.

As far as effectiveness of a license program in addressing overcapitalization, the options that allow more
vessels will be least effective. More vessels will lead to more enforcement problems and added complexity
in implementing and administering the program.

Configurations 115111-115711 and 715111-715711 in the Groundﬁsh Tables Appenduc contain detailed
breakouts of the Alaska and non-Alaska fleets under the seven different qualifying period options for the
Universal and Exphcit reference configurations. Table 3.24 summarizes numbers of vessels for the Universal
configuration for all seven options and compares them to 1993 participation from the current configuration.
The first row of numbers in the table describes the fleet as in 1993 (configuration 115X11). For each option
100-700, the tables shows the total number of vessels which would qualify. The difference between the
option and the current configuration is displayed in the next row in terms of percentage, and in the below that
in terms of numbers. For example, there were 1,679 vessels of all types in 1993. Option 100 would yield
6,202 vessels, 4,523 more and 269% more vessels than fished in 1993. Option 700 would reduce the number
of vessels by 178 to 1,501 total compared to the 1,679 vessels that fished in 1993. The fleet under option 700
would be 11% smaller than the 1993 fleet.

The results presented show that not all fleet sectors gain or lose in the same relative proportion. Returning
to Option 700 as illustrative, there is a net loss of 178 vessels compared to the 1993 fleet size. The pet change
for Alaska residents was a loss of 124, and for non-Alaska, a loss of 54 vessels. The net change for both
fleets was similar, each lost about 10-13% of their vessels. Within Alaska, however, there was a loss of 131
small catcher vessels, a loss of one catcher processor, and a gain of eight catchers over 60 ft. States other than
Alaska lost 53 small catchers, 14 catcher processors, and gained 13 catchers over 60 ft. These results are
preliminary however because the final year of the qualifying period is yet to be determined and applied. It
is very likely that the numbers of qualifying vessels under this option will decrease for all sectors.
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Overall, the qualifying period options most icTuence the initial size of the fleet, and as more vessels are
allowed in, and more records have to be searchea, complexity of program implementation and administration
also will increase. Though the qualifying period component influences complexity, that effect is minor
compared to the major influences of the Council's eventual choice of options for Nature of License and
License Recipients. The boxes below summarize qualitatively the expected impacts of the options under
qualifving period on the program attributes of initial fleet size and complexity.

Option # Fleet Size Potential Capacity Mobility Complexity Enforceability
100 20 Neutral Neutral 7 Neutral
200 11 Neutral Neutral 2 Neutral
300 10 Neutral Neural 8  Neutmal
400 9 Neutral Neutral 1 Neutra}
500 6 “Neutral Neutral 6 Neutral
600 6 Neutral Neutral 10 Neutral
700 3 Neutral = = Neutral ~ 15 Neutral

Scale

. Qualitative Ratings of "Qualifying Period” Optians

—o— Fleat Slze

—o— Potential Capacity
—a— Mobility

- Complexity

—x— Entorceability

Option Identifier
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3225 Landings Requirements For General License Qualification

The Council has defined five alternative minimum landings requirements for qualification for general or
umbrella licenses. These are shown below with the option identifiers:

Ome Landing .. ..ot e, 10
Twolandings ... ... oottt P 20
5,000 pOuUndS - ... e 30
10,000 pounds ............... e e e e e et e 40
20,000 POUDAS . . . oo vt it e e e e e e e e e e 50

This component has a major impact on the initial size of the fleet. The initial fleet size impacts the potential
for increased -capacity, fleet -mobility, and enforcement,-however, the-elements-in this component do not
directly influence these attributes, and therefore are considered neuwal. The administrative complexity is
impacted by these elements, though this impact is considered minor. In the discussion of this component any
references .. restrictiveness apply directly to the initial fleet size.

Potential
Initial Fleet . Increased
Size Capacity Mobility Complexity Eonforcement
Landings Requirements General .
License Qualification (10-50) Major Neutral Neutral Minor Neutral

These options may be applied to any of the "Nature of License" configurations, however implicit in all of the
alternatives, is the assumption that these standards will be applied to general licenses, and optionally applied
to the lower level endorsements. . The working assumption used in the analysis applies the General Licenses
Qualification Standard (GLQS) to all general and area licenses or endorsements. A secondary standard, the
Endorsement Qualification Standard (EQS) was applied to fishery endorsements, where applicable. This
should not preclude the Council from using an alternate application of the GLQS or EQS. Table 3.25 below
describes how the qualification standards could be applied to the various options under the nature of the
licenses. :
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Table 3.25

Nature of License Alternatives Applications of General License Qualification Standards (GLQS) &
Endorsement Qualification Standards (EQS)

Single licenses for all specics and arcas. | Only GLQS are relevant

(Option 100,000)

Licenses for FMP arcas. (Option 200,000) GLQS may be applied directly to FMP endorsements. A less restrictive
program would apply GLQS to the North Pacific Umbrella license and the
EQS to FMP endorsements.

Licenses for FMP sub areas. (Option 300,000) | GLQS may be applied directly to FMP sub-area endorsements. A less
restnictive program would apply GLQS to the North Pacific Umbrella license,
or to FMP gencra! licenses, and the EQS to FMP sub-arca endorsements.

Licenses for Fisheries. (Option 400,000) GLQS  may be applied directly to fishery endorsements. A less restrictive
program would apply GLQS to the North Pacific Umbrella license, and the
EQS to Fishery endorsements.

Genera!  licenses for FMP  areas and | GLQS may be applied directly to fishery endorsements. A less restrictive
endorsements for fisheries. (Option 500,000) program would apply GLQS to the North Pacific Umbrella license, and to
FMP general licenses, and the EQS to fishery endorsements.

General licenses for FMP sub-areas and | GLQS may be applied directly to fishery endorsements. A less restrictive
endorsements for fisheries (Option 600,000) program would apply GLQS to the North Pacific Umbrella ficense, and to
. FMP sub-area general icenses, and the EQS to fishery endorsements.

General licenses for sub-arcas and spegific | Samec as above.
fishery licenses (Option 700,000).

General licenses for EG, CG, WG, BSAI and | Same as above.
specific fishery licenses (Option 800,000). '

No Minimum (Option 10). This standard requires only that a landing be made duning the qualifying period.
The discussion below outlines possible criteria for defining a landing. Additionally, there are specific
assumptions and caveats used in this analysis. These are described in Appendix IV.

1. Inshore Catcher Vessel Landings. An inshore landing will be proven if there is a fish-ticket reporting
the delivery of groundfish with a valid ADF&G number and permit identifying the delivery vessel,
and the processor identified as shore-based, or as operating in state waters.

2 Domestic Catcher Vessel Offshore Landings.

a. From 1978-1983. A landing will be proven with a fish-ticket on which groundfish species
are reported, and the processor is known to have been operating in the EEZ off Alaska.

b. From 1984-1989. The delivery vessel must have possessed a federal groundfish permit. A
landing will be proven by submission of a valid fish-ticket with reported groundfish catch
and proof that delivery was to a processor operating in the EEZ under a federal permit.

c. After 1989. The delivery vessel will bave to bave had a federal groundfish permit. It will
have had to report to the NMFS Observer Program that offshore operations were taking
place, and the vessel must have been reported by the mothership on Federal Logbooks.

3. Joint Venture Catcher Vessel Offshore Landings.
2 From 1978-1983. Vessel must have been identified on NMFS existing records showing the

names of joint-venture vessels operating in the EEZ off Alaska under a Federally Permitted
joint-venture.
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b. From 1984-1990. The delivery vessel will have to have had a federal groundfish permit
It will have had to report to the NMFS Observer Program that it-was participating in joint-
venture operations, and the vessel must have been reported by the foreign mothership on

. Federal Logbooks.

4. Catcher/processors

a From 1978-1983. The vessel must have submitted valid fish-tickets with groundfish
~~ reported. The delivery vessel must have been identified on the fish-ticket by a valid ADF&G
-~ number and the processor must be identified on the fish ticket as being the same vessel.

b. From 1984-1985. The vessel must have possessed a federal groundfish permit
Additionally, the -vessel must have filed an "Intent-to Operate” form with ADF&G. The
vessel must have submitted valid fish-tickets with groundfish reported. The delivery vessel
must have been identified on the fish-ticket by a valid ADF&G number and the processor
must be identified on the fish ticket as being the same vessel.

c. From 1986-1989. The vessel must have possessed a federal groundfish permit and the vessel
must have filed an-"Intent to Operate” form with ADF&G. In addition to these requirements,
one of the following must have been submitted.

i The delivery vessel must have been identified on the fish-ticket by a valid ADF&G

N number and the processor must be identified on the fish-ticket as being the same
- vessel.

ii. A "weekly processor report” documenting that processing of groundfish was

occurring, must have been submitted to NMFS.

d From 1990 forward. The vessel must have possessed a federal groundfish permit and the
vessel must have filed an "Intent to Operate” form with ADF&G. In addition to these
requirements, a "weekly processor report” documenting that processing of groundfish was
occurring must have been submitted to NMFS.

Two Landings (Option 20) -.This standard requires that two qualified landings were submitted during the
qualifying period. If the qualifying period is divided into parts requiring participation in each part, then this
option will mean that participation is defined as two landings in each part. In the cases where fish-tickets
denote a landing, two different fish-tickets with different fish-ticket numbers must have been submitted. In
cases where the landing is identified by weekly reports, submissions in a single week of activity in two FMP
areas, or submission of reports in two different weeks will suffice. In cases where the landing is denoted by
activity on a Federal Logbook, two entries showing deliveries must have been made.

Requiring two landings to be made during the qualifying period (or part thereof) will eliminate many
"incidental" qualifiers who may have made a single landing of groundfish species only as bycatch in some
non-groundfish fishery. ‘For example, salmon-trollers may land rockfish on a groundfish fish ticket. If this
landing is of a species and area managed by the Council, then the landing could qualify the vessel for a
license. Requiring two landings will eliminate many of these fishers, while letting in participants who were
more actively involved in the groundfish fisheries. :

A Minimum of 5,000 Pounds (Option 30). This standard requires that a minimum of 5,000 pounds were
landed in qualified landings during the quatifying period. This alternative will have the effect of eliminating
almost all incidental participants. In most cases, landings of groundfish in non-groundfish fisheries will not
total more than 5,000 lbs. This requirement may also have the effect of eliminating those participants who
made speculative landings of some minimum amount.
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This alternative will likely prove quite restrictive when compared to the earlier alternatives. Since
enforceability is directly tied to the number of licensed vessels, this -alternative will be ranked higher in
enforceability.  This altermative is however much' more complex in terms of administrafion and
implementation. This is because proving a landing of groundfish is relatively straight forward compared to
proving a given amount was landed over a period of time. Any appeals process increases in orders of
magnitude if amounts of landings are required versus simply a landing.

A Minimum of 10,000 Pounds (Option 40), This standard requires that 2 minimum of 10,000 pounds were
landed in qualified landings during the qualifying period. This option is clearly more restrictive and,
therefore, more enforceable than a 5,000 pound requirement. In terms of complexity, this option is not
significantly more complex than the previous option.

A Minimum 20,000 Pounds-(Option 50). This standard requires-that a minimum-of 20,000 pounds- were
landed in qualified landings during the qualifying period This option is the most restrictive of the
alternatives, however it is not significantly more complex than either of the previous two.

Conclusions from the Assessment of Generil License Qualificafion Alternatives.

Table 3.26 draws on the distributional tables in the Groundfish Tables Appendix to show the impacts of the
different GQLS. Requiring at least two landings (option 20) pares 262 vessels from the current fleet, 519
from the universal fleet, and. 157 from the explicit fleet. Almost all of these reductions come from the small
Alaskan-owned vessels. As pointed out in the qualitative discussion, many of the vessels in the fleet are
accidental participants, landing the odd rockfish or Pacific cod in their salmon, halibut and sablefish fisheries.
It is unlikely that, given bycatch allowances, these vessels would be impacted in any real way. They
presumably would still be allowed to land incidental catches of groundfish with or without a license. They
would however be prevented from entering into directed fishing for groundfish. This reduction in fleet size
therefore represents a significant reduction in the potential capacity of the fleet A smaller relative impact
is seen in the endorsement reductions under the explicit configuration, *xcause many of the 'accidental’
qualifiers will be eliminated by the qualifying period which requires landings in multiple periods.

Table 3.26
Landings Numbers of Vessel in Initial Fleet
Requirements
Options Current Universal Explicit
10 '167-9  2954 1501
20 1417 2435 1344
30 816 1492 939
40 727 1280 833
50 631 1110 745

Requiring 5,000 pounds (option 30) reduces the fleet under every configuration by an even greater amount.
Again the reduction is centered on the small vessel] fleet with an equal impact (relatively speaking) on owners
from all states. In the universal configuration, the reduction brings the initial flect size down to a level below
the size of the fleet which participated in 1993. It is conceivable that this option starts to climinate vessels
which were actually targeting on some species of groundfish. Requiring 10,000 or 20,000 pounds has a
relatively smaller impact, although again the reductions are seen in the small vessel fleet.

139 September 17, 1994 (9:34pm)



The following table draws on Figures 2.1a-2.1¢ in Section 2.2 to show the numbers of vessels for each of the
vessel profiles that would not meet the 20,000 pound limit (based on 1992). -- .

Table 3.27

Number of Vessels with
Vessel Class Catches Under 20,000 Pounds in 1992
Longline Processor 1 24
Pot Harvester 1 24
Pot Harvester 2 67
Trawler Harvester 3 24
Trawler Harvester 4 none
Trawler Processor | none
Trawler Processor 2 none
Trawler Processor 3 _ none
Pot Processor 1 24
Trawler Harvester 1. - none
Trawler Harvester 2 24
Longline Harvester 1 72
Longline Harvester 2 - 104
{ Longline Harvester 3 838

In terms of complexity, GLQS specified in terms of landings are much easier to implement. This is because
proof of a landing {or two landings) is’ easier to docurhent than proving a given amount was landed.
Additionally, because a 5,000 pound requirement will eliminate fewer vessels than a 10,000 or 20,000 lbs
requirement, potentially resulting in fewer appeals, the more stringent requirements are scored as slightly

more complex.

Option # Fleet Size Potential Capacity Mobility Complexity Enforceability
10 20 .. Neutral . Neutral 1 Neutral
20 15 Neutral Neutral 3 Neutral
30 13 Neutral Neutral 10 Neutral
40 7 Neutral Neutral 11 Neutral
50 2 Neutral Neutral 12 Neutral
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32.2.7 Alternative Ownership, Transfer, and Use Provisions of Groundfish Licenses

In addition to options affecting the assignment of licenses, the Council has included options affecting the
transferability, ownership, and use of licenses, independent of the inmitial assignments. The options are shown
below. In developing its preferred alternative, the Council will need to choose one element from each
component set, with the exception of "Other Provisions," from which the Council may choose any number.
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COMPONENTS AND ALTERNATIVE ELEMENTS AFFECTING TEE OWNERSHIF, USE AND TRANSFER OF LICENSES

Who May Purchase Licenses
1. Licenses could be transferred only to "persons” defined under Title 46 U.S.C.
2. Licenses could be transferred to "persons™ with 76% or more U.S. ownership, with "grandfather” rights

for license recipients with 75% or less U.S. ownership (Title 46 US.C.).

Vessel/License Linkages . ..... ...
1. . Vessel must be transferred with license,
2 - Licenses may be transferred without a vessel, i.e., licenscs may be applied to vessels other than the one

- to which the license initially was issued.

Options Regarding the Separability of Species and/or Area Designations

1 Species and/or Area designations are not separable, and shall remain as a single license with those
initial designations.

. Specics and/or Area designations shall be treated as separable licenses and may be transferred as such.

3 Species and/or Area designations shall be regarded as separable endorsements which require the owner

to also own a general license before use or purchase.

Vessel Replacement and Upgrades

1. No restrictions on vessel replacement or upgrades, except that the vessel must mect the "Use
" Restrictions” (License Designations) defined by the initial allocation.

2. Vessel may not be replaced or upgraded.

3. Vessel may be replaced or upgraded within the bounds of the 20% Rule defined in the moratorium

proposed rule.

License Ownemlup Caps

No limit on the number of licenses or endorsements which may be owned by a "person.”

No more than 5 arca licenses per person with grandfather provisions.

No more than 10 area licenses per person with grandfather provisions.

No more than 15 area licenses per person with grandfather provisions.

No more than 5 fishery/area endorsements per person with grandfather provisions,

No more than 10 fishery/area endorsements per person with grandfather provisions.

No more than 135 fishery/arca endorsements per person with grandfather provisions.

NS AW

Vessel License Use Caps

No limit on the number of licenses {or endorsements) which may be used on a vessel.
No more than | area license (endorsement) may be used on a vessel in a given year,
No more than 2 area licenses {(endorsements) may be used on a vessel in a given year.
No more than 3 area licenses (endorsements) may be used on a vessel in a given year,
No more than 4 area licenses {endorsements) may be used on & vessel in a given year,
No more than 5 area licenses (endorsements) may be used on a vessel in & given year.

ST AR

Vessel Designation Limits - :

1. A vessel which quahﬁcs for muinplc designations (i.c., both as a CV and as a CP or as both inshore
and offshore) under the use restriction component will be able 1o participate under any designaton for
which it qualifies.

A vessel which qualifies for multiple designations under the use restriction component must choose
a single designation.

)

Buy-back/Retirement Program

1. No buy-back/retirement program.

2. Fractional license system. (Fractional licenses may be issued to vessel owners at the time of landing
and/or permit holders.)

3. Industrv Funded Buv-back Program with right of first refusal on all transfers of licenses.
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Two-Tiered Skipper License Program

1. Do not implement a Two-Tiered Skipper License Program.
2. Implement a Two-Ticred Skipper License Program.
Commuunity Development Quotas.

1. Ne CDQ allocations

3% of any or all groundfish TACs for CDQs patterned after current program w/o sunset provision.
7.5% of any or all groundfish TACs for CDQs patterned after current program w/o sunset provision.
10% of any or all groundfish TACs for CDQs patterned after current program w/o sunset provision,
15% of any or all groundfish TACs for CDQs pattemed after current program w/o sunsct provision.

Il

Community Development Licenses. . e e =
No Community Development Licenses.

Grant an additionzl 3% non-transferable licenses to CDQs communities.

Grant an additional 7.5% non-transferable licenses to CDQs communities.

Grant an additional 10% non-transTerable hicenses to TDQs communities.

Grant an additional 15% non-transferable licenses to CDQs communites.

M.

Other Provisions (Choose any or none of the following)

1. Licenses represent a use privilege. The Council may convert the license program to an IFQ program
or otherwisc alter or rescind the program without compensation to license holders.

2. Severe penaltics may be invoked for failure to comply with conditions of the License,

3. Licenses may be suspended or revoked for multiple violations.

4. Implement a Skipper Reporting System which requires groundfish license holders to report skipper
names, address, and serviee records to NMFES.

5. Develop and implement mechanisms to collect management, enforcement costs and/or rents from the

industry, including taxes and fecs on the industry.

Who May Purchase Licenses. Two alternatives exist which would limit the purchase of licenses.

1. Licenses could be transferred only to "persons" defined under Title 46.

2. Licenses could be transferred to "persons” with 76% or more U.S. ownership, with "grandfather”
rights for license recipients with 75% or less U.S. ownership.

Both alternatives have their roots in Federal Statutes. Option 1 is considered the status quo. It defines a
person as any individual who is a citizen of the United States or any corporation, partnership, association, or
other entity (whether or not organized under the laws of any state) which meets the requirements set forth in
46 U.S.C. which requires that U.S. ownership interests must be 50% or more for vessels harvesting fish in
the EEZ. Option 2 would change the status quo by referencing 46 U.S.C. (the Shipping Act of 1916), which
would require that U.S. ownership interests must be at least 75%.

Few data exist to document ownership levels in the fisheries. There have been two recent studies of
ownership, one conducted by the State of Alaska, another by the U.S. G.A.O. These studies were cited in
the Inshore/Offshore Allocation analysis and discussed in the Secretary of Commerce's November 23, 1992,
letter to the Council accepting its revised Amendment 18. In this letter, the SOC stated...

The analysis also evaluated the extent of foreign ownership in each sector, but [ have not based my decision on the
degree of forcign ownership because the data is incomplets and the conclusions are conjectural. In terms of the
patonal interest, there is little difference between a vessel or processing piant owned in whole or in part by foreign
interests and & vessel or piant that was extensively financed by loans received from foreign sources. In both cases,
s significant portion of the funds received from the sale of fish products will benefit foreign interests. Although
some data is available on foreign ownership in both sectors, the records are not complete and there is almost no data
on the extent of forsign financing of U.5.-owned vesseis or facilities. Additionally, data concerning corporate taxes
paid by both sectors, reinvestnent of profits in the United States, and cffects on the balance of trade in fisheries
products have not been analyzed.
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Given the little data on ownership, an analysis of the impacts of this alternative is not possible. The Council
has requested that NOAA General Counsel research the proposal to use Option 2. Since Option 1 is the status
quo, it does not increase the restrictiveness of & license program, nor will additional administrative or
enforcement costs be incurred.  Option 2 could prove to be more restrictive. However, since there may be
no reasonable way to administer or enforce the alternative, it may not be practicable.

Vessel/License Linkages. Two options exist for linking licenses to vessels. They directly affect how

licenses may be transferred after the initial allocation. '

1. Vessel must be transferred with license ... . .

2. Licenses may be transferred without a vessel, i.e., licenses may be applied to vessels other than the
one to which the license initially was issued.

QOnption 1. This option, in effect,-efeates non-transferable licenses. Only vessels-would-be-transferable, and
only those with licenses could participate in the fisheries. This option also implicitly assumes that there is
a one-to-one link between the number of licenses issued and the number of vessels. If licenses were issued
to permit holders or to landings owners then there could be more than one license for a given vessel. As
noted in Section 3.2.2.2, licenses issued to permit hotders or to landings owners would not be linked to
vessels in the initial allocation. This could be "fixed" by rcqumng all permit holders or landings ‘owners to
assign the license to a vessel at the ime of the allocation.

Assuming now that each license is assigned to a given vessel, this option would mean that no new vessels
would enter the fishery following the initial allocation of licenses. If a vessel is destroyed or sinks then the
license would go with it. The end result of this option is an eventual aging of the fleet, a more restrictive
license program, and probable reduction in the amount of new capital coming into the industry. It would also
have serious repercussions with regard to vessel safety and efficiency. Also, this option is somewhat
redundant if a vessel length designation is included. If the vessel and license are linked, then the affect of
the vessel length designation is reduced to a restriction on vessel reconstruction or upgrade. If the Council
wishes to make licenses completely non-transferable, then a license recipient who sells a qualifying vessel
will no longer be able to use the license. This was proposed as an option in the crab license limitation

program.

Option 2 would allow licenses to trade independently of vessels. This option would allow more flexibility
for vessel owners and license holders to tune their operations. The vessel length and CV/CP designations in
Section 3.2.2.3 would be the primary restrictions to increases in harvesting and at-sea processing capacity.
It also leaves open the possibility for a much less restrictive program, particularly if transfers are easily and
quickly completed and approved.

As an example of the possibilities available under the second option, imagine a shore-based catcher vessel
owner with two vessels and only one license. If licenses may be transferred freely across vessels then the
owner could effectively double the use of hus license by transferring the license to one vessel as soon as the
second had completed its trip. While one vessel is in port being re-supplied and possibly maintained, the
second vessel is using the license.

Neither option appears fully suited to meet thé needs of the license program. It has been suggested that
licenses should be assigned to vessels for a fixed period of time, e.g., a month, quarter, year, etc. If a transfer
of the license to another vessel were desired, then that transfer could only be effected at the end of the
assignment period. This kind of restriction would prevent the enforcement problems of freely transferable
licenses, while allowing vessel owners to tune their operations. If a more restrictive program is desired,
particularly in terms of vessel upgrades or changes in vessel length, then these could/should be added as
options in the vessel des1gnat10n section. The following section contains options which could directly affect
the transfer of licenses.

Options Regarding the Separability of Species and/or Area Designations. Three options are available
and assume that licenses and vessels are not linked. If they are linked then these alternatives are moot. These
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options are also closely linked to the Nature of Licenses options of Section 3.2.2.1, particularly with regard
to the various configurations shown by the "umbrella” figures. If a single umbrella license for all species
and areas s created without any lower level endorsements (i.e., -all configurations with element # 100,000),
then these options are irrelevant.

1. Species and/or Area designations are not separable, and shall remain as a single license with those
initial designations.

2. Species and/or Area designations shall be treated as separable licenses and may be transferred as
such.

3. Species and/or Area designations shall be regarded as separable endorsements which require the

owner to also own a general license before use or purchase.

Option 1 is the most restrictive. -It is akin to the IFQ block proposal-inthat licenses, once issued to an owner,
must be traded as a block. As an example, a vessel owner receives licenses for pollock and Pacific cod in the
Bering Sea, and a pollock license in the Aleutian Islands. To round out his license portfolio, the owner
would like to have a Pacific cod license for the Aleutian Islands. Several alternatives exist for the vessel

owner:

L. Find a person whose sole endorsement was for Pacific cod in the Aleutian Islands and purchase that
license. .

2. Find a person who has the portfolio he desires, i.¢., pollock and Pacific cod in both the Bering Sea
and Aleutian Islands. Purchase that portfolio, and hope he can find a buyer for his original portfolio.

3. Find a person whose portfolio contains Pacific cod in the Aleutian Islands, along with other species
or areas. Purchase that portfolio and continue operations with redundant licenses.

If licenses are to be transferable then this alternative is extreme: . restrictive because few transactions would
be likely and there is no possibility for expansion of the fleet. In fact, because of the possibility that vessel
owners may stack licenses in order to get the portfolio they desire, it could result in fewer vessels in the long
run than the number of licenses allocated.

Option 2. This option makes licenses completely separable from any more general or umbrella license. This
option corresponds to Figures 3.3b, 3.4b, 3.5b, 3.6b, and 3.7b in section 3.2.2.1, where each endorsement was
self-contained under its own umbrella. Figure 3.7b 1s reproduced to the right. Under this option, the potential
to greatly expand the fleet exists. In the initial allocation, each recipient would receive a separate license for
a given fishery or area. If the recipient desired, be could assign or transfer each of his licenses to different
vessels. This option does allow fishers to tune the licenses they hold to their needs, but in so doing, it allows
the numbers of vessels to expand by orders of magnitude.

Option 3. This option would mean that at least two types of FIGURE 3.74
licenses would be created, a general or umbrella license and
more specific separable endorsements. This option is more
restrictive than Option 2 in that the ultimate number of
vessels in the fishery can never exceed the number of
umbrelia licenses allocated. This option allows vessels to

N

NORTH PACIFIC UMBRELLA LICENSE

tune their license holding to match their operations. The

Council may create up to four layers of endorsements as

discussed in the Nature of License in Section 3.2.2.1. Ifthe JSegbaat Gur of Alnaxa
Council creates four layers of licenses and endorsements as FMP Endorsemaent FMP Endorsement
reproduced in Figure 3.7a, then the middie layers are treated Bere ot St e I o

as both general Licenses and endorsements. SR RN RN SR NS,
As an example of how this system would work, return to the T § EEEE—

fisher above who was allocated endorsements for pollock
and Pacific cod in the Bering Sea and pollock in the
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Aleutian Islands. In the initial allocation, he would receive the following: (1) an umbrella license for
groundfish in the North Pacific, (2) an FMP umbrella license for groundfish in the BSAI, (3) sub-area
umbrella licenses for both the Bering Sea and the Aleutian Islands, and (4) two pollock endorsements (one
for the BS and one for the Al), and one Pacific cod endorsement for the BS. If he wished to obtain an
endorsement for P. cod in the Aleutian Islands, then it would simply be a matter of finding a person willing
to sell such an endorsement. If he wished to enter the Central Gulf Pacific cod fishery, it would be more
difficult He would have to purchase a GOA umbrella license, a Central Gulf umbrelia license, and finally
a P. cod endorsement specific to the CG. Clearly, there 1s room for flexibility in this configuration, but the
requirements ‘for multiple umbrella still . make the system fairly restrictive by limiting total vessels to the

number originally qualifying.

Ficure 3.78 If the. Council - wished to lessen the
~--restrictiveness, while-still keeping the ultimate
number of vessels limited to the number
originally qualifying, then it would maintain
the North Pacific umbrella and drop one of the
middle layers of endorsements. For example,
the Council could mmplement a system as
shown in Figures 3.7¢c or 3.7d. Under a system
configured like Figure 3.7c, which drops the
sub-area laver of endorsements but stll
maintains sub-area specific fishery licenses, the
fisher in the example above would be allowed
to purchase the Al P. cod as before, but if she
wanted to get into the CG Pacific cod fishery,
. then she would have to purchase a GOA

~ umbrella license, but would not have the
additional cost of purchasing a Central Gulf
umbrella . A system designed as in Figure 3.7d
would likely be a bit less restrictive than under 3.7c. This is because a GOA license would likely be more
costly than a Central Gulf license, as it would confer a wider scope of fishing possibilities.

FIGURE 3.7¢C ‘ FIGURE 3.7D

WUMBRELM LICENSE NORTH PACIFIC UMBRELLA LICENSE
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Another approach to simplify the system would be to eliminate umbrellas from the top down. Rather than
having a North Pacific umbrella, using a FMP umbrella-or a Sub-area umbrella as the highest level would
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make it easier for fishers to match their licenses to their needs. Unfortunately, this would ultimately allow
many more vessels to operate.

In summary, it appears that separable endorsements will add to the flexibility of the program. If the North
Pacific Umbrella is maintained as a part of the system then the number of vessels in the fleet would be
constrained to the number of vessels qualifying at the time of allocation. The number of layers to place
between the North Pacific Umbrella and the lowest level of endorsements is a tradeoff between flexibility and
restrictiveness.

Vessel Replacement and Upgrades. Three options regarding vessel upgrades and replacements have been

proposed These restrictions are assumed to be coupled with the option for Vessel Lcugth Class Designations

in the Components for Imt:lal Allocation. : . -

1. No restrictions on vessel replacement or upgrades except thai the vessel must meet the "Use
Restrictions" (License Designations) defined by the initial allocation.

2. Vessel may not be replaced or upgraded.

3. Vessel may be replaced or upgradéd within the bounds of the '20% Rule as defined under the
moratorium proposed rule.

These options are very difficult to interpret unless they are strictly defined. In analyzing these options, we
have made the following assumptions:

Assumption 1: The words 'upgrade and transfer and replace' are interchangeable in the
context of these options.

Assumption 2: There are no limits on using licenses on a vessel if the license was initially
allocated to a vessel of a longer LOA. (Except that the vessel classes, if created, will apply).

Option 1. This option does not impose additional restrictions on vessel replacements or upgrades other than
those in the license designations described in Section 3.2.2.3. This would be the least restrictive of the
options in this section. Transfers of licenses to other vessels and upgrades of vessel lengths would have to
remain within the length designation if they are imposed. Assuming vessel length designations are imposed,
three separate markets would develop for licenses, one for each length category.

Option 2. This option is the most restrictive and implies that vessels and licenses are linked, which
effectively eliminates all transfers of licenses. It also negates the need to have any of the license designations
described in Section 3.2.2.3, with the possible exception of the inshore/offshore designation,

Option 3. This option refines the vessel length designation in the Use Restriction Component assigned in the
initial allocation of licenses, by overlaying the "20% Rule" as approved by the Council in their Moratorium
action. This rule would have allowed vessels to be replaced or upgraded as long as the replacement vessel
or the upgrade did not increase the length of the vessels to a length greater than 120% of the original length
of the qualifying vessel or 125 feet, whichever is less. Vessels 125 feet or greater would not be able to
increase in length or to be replaced by a vessel with a greater LOA. The 20% rule takes on a slightly different
implications when applied to vessel licenses, and when integrated with the vessel length classes under the
"Use Restriction" component.

The effects of this overlay are most easily seen by using an example. Assume that the owner of a 48' vessel
who was initially awarded a Ceatral Gulf P. cod license would like to upgrade her operations by purchasing
an endorsement for pollock. If the 20% Rule is overlaid on the vessel class designation, she could purchase
Central Gulf pollock endorsements which were initially allocated to vessels between 40' and 59 LOA.
Purchasing an endorsement which was initially allocated to a 39" foot vessel would violate the 20% rule
(39'x120%=46.8"). Purchasing a license which was initially allocated to a 60" foot vessel violates the vessel
class designations.
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If, rather than pursuing pollock, she decided to upgrade ber operations by buying a longer vessel for her P.
cod fishery, she could purchase a vessel no longer than 58' (48'x120%=57.6', which would round up to 587,

and still use the endorsement she was initially allocated.

From'the example, it is clear that the effect of this overlay will be to restrict the pool of licenses available for
purchase by owners of vessels of any given length. An owner of a vessel which is less than 60 feet LOA may
only purchase licenses which are in the same length category (0-60 ft). Further, this vessel owner may not
purchasc a license initially allocated to a vessel which was less than 83.3 % of the purchaser's vessel length
(this is back calculated from the 20% upgrade restriction as follows 1+120%=83.3%). Owners of vessels less
than 125' LOA may only purchase licenses which were initially allocated to vessels in the 60-124" vessel
class. Further, they are restricted from using a license which was initially allocated to a vessel less than 83%
of the LOA of their vessel. Owners of vessels 125 feet LOA and greater may not purchase licenses which

were originally aliocated to any vessel with a shorter LOA, including those within the length category.

Effectively, this option places greater limits on the ability of vessels in the upper ranges of each vessel class
to purchase licenses. Owners of vessels of 59' and 124' LOA may only purchase licenses of vessels of an
equal or lessor length. The owner of the longest vessel Teceiving licenses in the initial allocation will be
unable to purchase any additional licenses. The owner of the second longest vessel would only be able to
purchase licenses from the longest vessel.. Each progressively shorter vessel will have a slightly larger pool
from which to purchase licenses.

This option is clearly more restrictive than the vessel class designations alone. It is also more restrictive for
some vessels than for other vessels. The option is also quite compiex administratively. This is because the
length of the original qualifying vessel will have to be attached to the license and will have to be tracked over

time.

This option could be applied to vessels and transfers even if the three vessel class designations were not
implemented. The assumption would be that any owner of a vessel could purchase licenses originally issued
to a vessel of the purchaser’s vessel length or longer. Vessels less than 125' could purchase licenses onginally
issued to vessels no less than 83% of their length. This option would be nearly as restrictive as with the
overlay. Also, this option could be used in conjunction with the CV/CP use restriction or a combination of
CV/CP and vessel length classes. However, it should be noted that by assumption catcher processors are
excluded from the vessel length classes. When CV/CP and vessel length classes are combined, CPs are
effectively in a length class by themselves. :

License Ownership Caps. There are seven options which could limit the number of area or fishery
endorsements owned by a person, presumably including persons who own more than one vessel. These
options are only relevant if a license limitation program with at least one layer of endorsements under an
umbrella is developed. In all cases, it is assumed that persons who receive endorsements in excess of a cap
would be 'grandfathered’, 1.e., the endorsements could be used as issued, however no further endorsements
could be purchased The options are as follows:

1. No limit on the number of licenses or endorsements which may be owned by a "person.”
2. No more than 5 area licenses per-person with grandfather provisions.

3. No more than 10 area licenses per person with grandfather provisions. -

4. No more than 15 area licenses per person with grandfather provisions.

3. No more than 5 fishery/area endorsements per person with grandfather provisions.

6. No more than 10 fishery/area endorsements per person with grandfather provisions.

7. No more than 15 fishery/area endorsements per person with grandfather provisions.

The impacts of these ownership caps are directly related to the specific configuration to which they are
applied. If the ownership of FMP endorsements (2 endorsements could represent a full complement) is
limited, then a limit of 5 endorsements may be rather unrestrictive, even for a person who owns two to three
vessels. . If ownership of ‘sub-area endorsements (3 endoré;cmcnt.s could represent a full complement) is
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restricted, then a limit of 5 could be very restrictive, particularly to persons who own more than one vessel.
Whether a given fishery endorsement ownership limit is restrictive or not will depend on the number of
fisheries defined (if any) for each area. Under element 400,000 of the Nature of Licenses, five fishery area
endorsements are defined. Under option 600,000, 25 different fishery area endorsements are defined.
Finally, under option 700,000, a total of 33 different fishery area endorsements are defined. A limit of 15
fishery endorsements is more restrictive when there are 33 possible license types than in a system with 5
license types.

Vessel License Use Caps. These options would restrict the number of areas in which a vessel could fish in
a given year. It is assumed that vessels which are initially allocated area endorsements in excess of any use
cap would be 'grandfathered’, in that they could fish any area in which they were allocated licenses, but would
not be allowed to use additional endorsements. The Council could choose to alter this assumption.
-~ No limit on the number of licenses (or endorsements) which may be used on a vessel.

No more than 1 area license (endorsement) may be used on a vessel in a given year.

No more than 2 area licenses (endorsements) may be used on a vessel in a given year.

No more than 3 area licenses (endorsements) may be used on a vessel in a given year.

No more than 4 area licenses (endorsements) may be used on a vessel in a given year.

No more than 5 area licenses (endorsements) may be used on a vessel in a given year.

SR

The effects of these options will depend on the area definition to which they are applied. If the Council
chooses a license system employing FMP endorsement but not sub-area endorsements, then the use limit will
not be restrictive unless it is set at one area per vessel. Assuming these limits would apply to sub-area
endorsements, a Limit of five would not restrict the vessel in the least. A limit of one would be akin to a
"super-exclusive" registration and could be quite restrictive.

Vessel Designation Limits. These options affect licenses which might qualify for muitiple designations in
the initial allocation.

1. A vessel which qualifies for multiple designations (i.e., both as a CV and as a CP or as both inshore
and offshore) under the use restriction component will be able to participate under any designation
for which it qualifies.

2. A vessel which qualifies for multiple designations under the use restriction component must choose

a single designation. ;

As detailed in Section 3.2.2.3, the methodology used for the assignment of license designations would create
a single designation for each vessel which would hold for all fisheries and areas. A license was designated
for use as a CP if, during its most recent year of participation, the vessel operated as a CP. Similarly a vessel
was designated as offshore if it made an offshore delivery during its most recent year of participation. The
options above would only apply if the Council chose to use a different methodology, which could result in
the assignment of multiple designations for a single vessel. Of the two options above, the first would be less
restrictive.

Discussion of Other General Issues. The following issues are discussed elsewhere in the text but are
included here because the Council will need to make decisions on these points.

Buy-back/Retirement Program. (Section 3.2.1.2)

l. No buy-back/retirement program.

2. Fractional license system. (Fractional licenses may be issued to vessel owners at the time of landing
and/or permit holders.)

3. Industry Funded Buy-back Program with right of first refusal on all transfers of licenses.
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Two-Tiered Skipper License Program. (Section 3.4)

1. Do not implement a Two-Tiered Skipper License Program.
2. Implement a Two-Tiered Skipper License Program.

Community Development Quotas. (Section 3.3.2)

No CDQ allocations.

3% of any or all groundfish TACs for CDQs patterned after current program w/o sunset prowslon.
7.5% of any or all groundfish TACs for CDQs patterned after current program w/o sunset provision.
10% of any or all groundfish TACs for CDQs patterned after current program w/o sunset provision.
15% of any or all groundfish TACs for CDQs patterned after-current-program w/o sunset proviston.

R

Community Development Licenses. (Section 3.3.3)

No Community Development Licenses.

Grant an additional 3% non-transferable licenses to CDQ5 communities.
Grant an additional 7.5% non-transferable licenses to CDQs communities.
Grant an additional 10% non-transferable licenses to CDQs communities.
Grant an additional 15%. non-transferable licenses to CDQs communities.

A

Other Provisions (Choose any or none of the following)

L. Licenses represent a use privilege. The Council may convert the license program to an [FQ program
or otherwise alter or rescind the program without compensation to license holders.

2. Severe penalties may be invoked for failure to comply with conditions of the license.

3. Licenses may be-suspended or revoked for multiple violations.

4. Implement a Skipper chort:ing System which requires groundfish license holders to report skipper
names, address, and service records to NMFS.

5. Develop and implement mechanisms to collect management, enforcement costs and/or rents from the

industry, including taxes and fees on the industry.

3.2.2.8 Economic and Social Impacts of Reference Configurations

This section will compare the current, universal, and explicit reference configurations in terms of potential
economic and social impacts. We will discuss how the distribution of licenses under each of these particular
configurations affect vessel owners in Alaska, Washington, and Oregon, including some discussion of
regional impacts in Alaska. We will also categorize the vessels which would receive licenses under each
configuration into the 14 vessel classes discussed in Section 2.2. These discussions will be followed by an
examination of the 1993 groundfish fishery, overlaying the catch of vessels which would reccive licenses
under the universal and explicit configurations.

Distribution of Licenses Under the Various Conﬁguratiowns.

The distnbution of licenses to vessels owners from various states under the current, universal, and explicit
reference configurations is a funcbon of the qualifying period used in the configurations. These were
discussed in Section 3.2.2.4 and summarized in Table 3.24. The full tables showing these distributions are
found in the Groundfish Table Appendix. The distributional impacts of these three configurations are
reiterated below,

Current Configuration: The current reference configuration, which is actually a snapshot of the 1993 fishery
is shown on page 7 of the Groundfish Tables Appendix. In 1993 a total of 1,679 vessels participated in the
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groundfish fisheries in the North Pacific. Of these 1,215 were vessels owned by Alaskans and 464 were
owned by residents of other states maiply Washington and Oregon. The Alaskan owned vessels were
principally small vessels less than 60' LOA. Only 153 vessels were 60" or longer and 52 of these were CPs.
Vessels owned by residents of other states were more evenly distributed across the vessel classes, including
109 CPs.

Universal Configuration: The "Universal" reference alternative allocates a single umbrelia license good for
all species and areas to current vessel owners who made a single landing between June 28, 1989, and June
27,1992, This configuration is very similar to the current configuration, differing only by the years included.
Under this configuration, 2,185 Alaskans would receive licenses, the great majority of whom operate small
CVs. Eighty Alaskan-owned CPs would receive licenses. Relatively few of the vessel owners from other
states are in the smallest CV class, and of the 769 vessels owned by .residents.of other states, 107 would be
designated as CPs. A total of 2,954 vessels qualify overall,-1,275-more than fished in 1993.

Explicit Conficuration: Table 715711 on page 48 of the Groundfish Tables Appendix, shows the maximum
number of endorsements which could be issued under the 'EXPLICIT' reference configuration. The actual
number of endorsements issued is likely to be lower because thefinal year in the qualifying period is not vet
set. However, because the 1993 fishery has no relevance to the actual qualifying period set forth in the
alternative and more recent data are not available, we have chosen not to include the final qualification year
in these tables. This is an important point, and should not be overlooked. The actnal number of endorsements
will most likely be fewer than are shown here, especially given the patterns of vessels moving in and out of
the fisheries.

Tke caveats above not withstanding, a total of 1,501 vessels would receive endorsements for the species
defined in the alternative. This compares to the 2,954 which would qualify under the Universal reference
alternative and the 1,679 vessels which fished in 1993, however the 1,501 qualifying vessels under the
explicit configuration are strictly limited to those areas in which they have an area umbrella license, and the
targets for which they hold an endorsement. This was discussed in the summary table in Section 3.2.2.1.

Closer examination of the table shows that well over half of the vessels which receive endorsements are small
Alaskan owned vessels, the vast majority of which would receive only Pacific cod endorsements. Also
evident in the table is the copsistency of the catcher processors under this alternative. The numbers of species
endorserments tend to be much more evenly distributed across the species in a given area for CPs. The
number of Pacific cod endorsements exceeds the number of other endorsements in every case, but this is to
be expected, given the differential qualification requirements.

Alaskans who receive endorsements in the Aleutian [slands are limited to CVs with P.cod endorsements and
CPs. Of the 80 species endorsements going to CVs in the Al, 58 are for Pacific cod. That leaves only 22
endorsements available for the rest of the CV fleet, all of which would be from other states. Endorsements
to Alaskan CPs are fairly evenly distnbuted among the 13 vessels participating in the area, although 7 vessels
are clearly more diversified. CPs from other states also received a fairly even distribution of species
endorsements, with the exception of Pacific cod. The fact that there are no squid endorsements issued means
that squid would be a bycatch only species in the AL

In the Bering Sea, the picture is much different A total of 1,490 endorsements would be issued to 375
vessels. Of these, 251 would go to Alaskan vessel owners and 1,239 to owners from other states. Again
Pacific cod dominates Alaskan endorsements. Ninety of the remaining 143 endorsements will go to Alaskan
owned CPs, leaving 53 endorsements spread among the remaining 89 CVs. Pollock endorsements, the major
species in the BS, will go to only 8 Alaskan based catcher vessels. Vessels from other states receive most
of the endorsements issued in the BS. With the exception of Pacific cod, these are fairly evenly distributed
among both the catcher vessels and the CPs. It appears that every vessel receiving a Bering Sea general
license (with the exception of one Alaskan CP) will receive a Pacific cod endorsement. A total of 10 squid
endorsemeants will be issued, which if the TAC were to increase or more reliable methods of harvesting were
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found, then these few vessels would have a potcnnal windfall, even if the squid fishery is converted to a fixed
gear only fishery. - .

The Guif fisheries include many more licenses for Alaskans. In the Central Gulf, while Pacific cod
endorsements would outnumber all other species endorsements 543 to 187, the diversity across the other
species is much more pronounced. In most cases, the number of endorsements going to Alaskans in the
Central Guif would outnumber the endorsements going to owners from other states. Very few endorsements
would be issued ia the largest CV class. This could cause difficulties for those vessels, particularly if they
wished to match their endorsements and their operations. There are 36 vessels in the Central Gulf which
would recetve area endorsements, but which would not receive any species endorsement. The reason for this
is found in the species included in the program. Since no endorsements would be issued for rockfish, flathead
sole, and arrowtooth in the GOA, fishers who made landings.of only these species could qualify for an area
license but would not receive any--species -endorsements. -The-area—endorsements ‘would not be entirely
without value, because they would only have to purchase a Central Guif species endorsement to be allowed
to fish.

In the Eastern Gulf, only 13 of the 428 endorsements would be for species other than Pacific cod. Persons
receiving these endorsements would be guaranteed a large share of any open fisheries in the area. In the
Eastern Gulf there were 36 vessels which would receive area umbrella licenses, but which would not receive
any species endorsements. Many of thése were formerly rockfish vessels.

In the Western Gulf, there are 19 Alaskan owned CV endorsements for species other than Pacific cod. A total
of 66 endorsements, other than P.cod, will be issued to vessel owners from other states. CPs from all states
are fairly well diversified by species. In the Western Guif there were 3 vessels which would receive area
umbrella licenses, but which would not receive any species endorsements.

Overall, it appears that Alaskan vessels will be in the majority of those receiving endorsements in the GOA.
It also appears that most of these vessels will receive only P.cod endorsements. Few of the endorsements for
other species would go to Alaskans; most of the non-P.cod endorsements which go to Alaskans are found in
the Central Gulf. Fishers from other states receive a much more diverse set of endorsements. Most of these
are in the 60'-124' and CP classes. CPs from other states are well represented in all areas with the exception
of the Eastern Gulf. The table shows clearly the patterns of participation in the fisheries. Ignoring Pacific
cod for a moment, the 3-year participation requirement weeds out many more interim participants. If an
additional year of participation is added for both Pacific cod and the remaining species, (i.e., the 365 days
prior to the Council's final action), then this alternative has the potential to reduce the fleet remendously,
creating an effective license program. This reduction however, could prove very disruptive for the fleet, and
could be very divisive within fishing communities themselves. In effect, the winners, those that receive
Licenses, will be able to catch the fish normally caught by the losers, those that do not receive licenses.

Differential Impacts on Vessel Types

The universal and explicit configuration have differential impacts on vessels of different types. This is
because of the participation patterns exhibited by each category of vessel. Vessels which would receive
licenses under the two reference configurations, as well as the vessels which participated in 1993 under the
current configuration were classified using the same definitions as were used in Section 2.2. These are
repeated below. ' S ‘
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