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1.0 INTRODUCTION

1.1 Purpose of this Document

On December 8, 1991 the North Pacific Fishery Management Council {Council) recommended an
Individual Fishing Quota (IFQ) program for management of the fixed gear sablefish and halibut
fisheries off Alaska. For the purposes of this action, "fixed gear” is defined as all hook and line
fishing gears (longlines, jigs, handlines, troll gear, etc.) in the GOA and BS/AI and pot gear for
sablefish in the BS/AL The Council’s recommendation culminated over three years of discussion and
analysis of the IFQ form of management as an alternative to the current open access system. The
decision to recommend an IFQ management alternative was based on previous Council decision
documents prepared to analyze this and other limited entry management alternatives. These previous
analyses include: (1) A Supplemental Environmental Impact Statement (SEIS), dated November 16,
1989, which analyzed three alternatives to continued open access in the sablefish fisheries off Alaska -
license limitation, annual fishing allotments, and IFQs, (2) A Supplement to this SEIS which
analyzed specific IFQ alternatives for sablefish, (3) a revised Supplement to the SEIS, dated May 13,
1991, which further analyzed specific IFQ aiternatives for sablefish, and (4) an Environmental Impact
Statement (EIS), dated July 19, 1991, which analyzed various IFQ alternatives for management of the
halibut fisheries off Alaska.

This document has been prepared as a supplement to the previous analysis documents listed above.
Specifically, it is: (1) an additional Supplement to the SEIS prepared for sablefish limited entry
alternatives and (2) a Supplement to the EIS prepared to analyze IFQ alternatives for the halibut
fisheries. It is intended to provide additional information on the specific IFQ program recommended
by the Council at the December 1991 meeting. This document, in combination with those listed
above, forms the complete Environmental Impact Statements to be submitted for review under
requirements of the National Environmental Protection Act (NEPA). Following publication in the
FEDERAL REGISTER, public comment will be accepted for a period of 45 days. Following this
45 day public comment period, the documents will be revised as necessary to address the comments
received. The complete package would then be forwarded for review by the Secretary of Commerce
(Secretary), during which additional comments can be directed to the Secretary.

This document will address the specific provisions contained in the recommended program, as they
relate to both sablefish and halibut, and provide additional analysis of the potential effects of the
program on the human environment, as required under NEPA regulations. This document is
provided for Council and public review prior to submission of the IFQ amendment package for review
by the Secretary of Commerce. This document will constitute part of the overall amendment
package which will also include previous analysis documents. This and other documents are intended
to provide the background and assessments necessary for the Secretary of Commerce to determine
if the management measures contained herein are consistent with the Magnuson Act and other
applicable laws.

Additional public comment on the proposed IFQ program will also be received by the Council at
their April 1992 meeting in Anchorage, Alaska. Without further action by the Council on this issue,
the amendment package would be forwarded for Secretarial review after the April meeting.

1.1.1 Management Background

The following is a summary of Council actions that culminated in its decision to recommend a specific
IFQ program for the fixed gear halibut and sablefish fisheries off Alaska. This summary is in part
taken from previous reports which included more detailed discussions of Council actions in the late
1980s.
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The Council has discussed limited entry options for various fisheries under its jurisdiction since the
late 1970s. A moratorium on entry into the halibut fisheries was recommended by the Council in
1983, but was rejected by the Secretary of Commerce. This moratorium was recommended in
response to ever shortening seasons and other management problems associated with a derby style
fishery. In the mid-1980s, the Council began consideration of some type of limited entry for the
sablefish fisheries. This fishery was rapidly evolving into a derby style fishery similar to the halibut
fisheries.

The Magnuson Act specifically authorizes the Councils to establish a system for limiting access to a
fishery in order to achieve optimum yield, if, in developing such a system, the Council and Secretary
take into account the following considerations:

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 cultural and social framework relevant to the fishery, and

any other relevant considerations.

SRk WN -

Consideration of the above factors is mandated under Section 303 (b)(6) of the Magnuson Act. The
Act also lists seven National Standards with which each Fishery Management Plan must be consistent.
National Standard 4 states that "conservation and management measures shall not discriminate
between residents of different states. If it becomes necessary to allocate or assign fishing privileges
among various U.S. fishermen, such allocation shall be: (1) fair and equitable to 2all such fishermen;
(2) reasonably calculated to promote conservation, and (3) be carried out in such a way that no
particular individual, corporation, or other entity acquires an excessive share of such privileges".

Beginning in 1985, the Council began exploring the options to open access by soliciting input from
the fishing industry regarding potential management alternatives. In 1987, the Council took another
step towards limited entry by adopting a Statement of Commitment which dedicated the Council to
"develop strategies for license limitation or the use of individual transferable quotas in the sablefish
fixed gear fishery”. Public workshops were sponsored by the Council in early 1988 to gather industry
and public input and to further develop feasible options to the derby fishery. In mid-1988 the
Council directed its staff to develop five management options for the sablefish fixed gear fishery: (1)
continued open access without modification, (2) modified open access, (3) individual fishing quotas,
(4) license limitation, and (5) a combined license, quota, and open access system.

After reviewing a draft analysis document, the Council went on record in December 1988 declaring
the status quo {open access) as unacceptable for the sablefish fisheries and expressed a desire to
further explore the options of license limitation and IFQs. In early 1989, the Council began serious
consideration of limited access alternatives for other fisheries as well. It was at this time that the
Council renamed the Sablefish Management Committee as the Fishery Planning Committee and
notified the public that it was considering similar limited entry management options for all fisheries,
particularly for the halibut fisheries off Alaska.

In November of 1989, the Council reviewed a Supplemental Environmental Impact Statement which
analyzed four options for future management of the sablefish fisheries off Alaska: (1) continued open
access, (2) license limitation, (3) IFQs, and (4) a combination system called annual fishing allotments,
or AFAs. The Council also identified the following 10 problems in the sablefish fishery which the
management alternatives were expected to address:
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Allocation conflicts

Gear conflict

Deadloss from lost gear

Bycatch loss

Discard mortality

Excess harvesting capacity

Product wholesomeness

Safety

Economic stability in the fisheries and communities

Rural coastal community development of a small boat fleet

SO PONA AL N
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Based on the analysis contained in the SEIS, the Council decided that license limitation and annual
fishing allotments were not viable alternatives to solve the problems facing the sablefish fixed gear
fisheries. The decision was made to perform further analyses of the IFQ option.

In April of 1990 the Council reviewed the Supplement to the SEIS which analyzed specific IFQ
programs against the open access alternative. By December of 1990, still unable to reach a final
decision on the IFQ alternative, the Council directed staff to prepare a revised Supplement which
analyzed various forms of an IFQ management alternative. The four IFQ systems being analyzed
depicted a range of alternatives in terms of qualification periods, transferability restriction, ownership
caps, community development quotas, and other system specifics. At this time the Council also
directed staff, under the guidance of the Fishery Planning Committee, to analyze a similar set of IFQ
alternatives for the halibut fisheries with the intent that an IFQ program would eventually encompass
both the halibut and sablefish fisheries.

The revised Supplement to the SEIS for sablefish fishery management was released for public review
on May 14, 1991 with a final decision scheduled for June of 1991. Concurrently, an Environmental
Impact Statement (EIS) was being prepared to analyze the IFQ alternatives for the halibut fisheries.
This document was released on July 19, 1991 for public review with a final Council decision scheduled
for September of 1991. The intent was to hold submission of the sablefish IFQ alternative (if
recommended) until final Council action on the halibut IFQ alternative and submit them as a
cambined package to the Secretary of Commerce. The Council ultimately postponed decisions on
both fisheries until the September 1991 meeting.

At the September 1991 meeting the Council provisionally recommended an IFQ management
alternative for both fisheries. Though there were differences between the IFQ systems for the two
fisheries, they were very similar and the intent was that the two systems would be integrated into a
combined IFQ program for sablefish and halibut fisheries. As part of the provisional
recommendation, the Council established an IFQ Implementation Team comprised of staff from
various government agencies and representatives from affected industry groups. The task of this team
was to work out the logistical details of the Council’s preferred IFQ alternative and to provide an
Implementation Plan for Council and public review prior to final Council recommendation of the IFQ
alternative at the December 1991 meeting. The Draft Implementation Plan was made available for
review and a public hearing was held prior to the start of the December Council meeting. The
purpose of the public hearing was to solicit additional public comment on the Council’s Preferred
Alternative from September and, in particular, the details of IFQ implementation contained in the
Implementation Plan. Incorporating some minor changes in the program from the September
version, the Council, on December 8, 1992, recommended the halibut and sablefish fixed gear fishery
IFQ alternative that is evaluated in this supplement.
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All in all, the issue of limited entry for the sablefish and/or halibut fisheries has been on the Council’s
agenda for 26 of its recent meetings including every meeting since 1988. The April 1992 meeting will
mark the 27th meeting for which this issue will be on the agenda. At the January 1992 meeting the
Council requested that the IFQ amendment package not be submitted for Secretarial review until
after the April Council meeting. The reason is to allow the Council and public the opportunity to
review the additional analysis contained in this document before sending the package forward for
Secretarial review. This document is released for review under the guidelines of the National
Environmental Protection Agency (NEPA) and public comment will be accepted for 45 days after
the date of filing posted on the front of this document. Following NEPA review, this document,
along with all past documents prepared for limited entry management alternatives, will be submitted
to the Secretary of Commerce as part of the total [IFQ amendment package recommended by the
Council. The Council could alter this sequence of events by rescinding, at the April 1992 meeting,
their previous action which recommended the IFQ program for the sablefish and halibut fisheries off
Alaska.

1.1.2 Description of Previous Council Decision Documents

This section is intended to provide an overview of the contents of previously prepared documents
upon which the Council based its decision to recommend a specific IFQ program for the management
of the fixed gear sablefish and halibut fisheries. These documents have been and are available in
their entirety from the Council offices. This overview is intended to aid the reviewers of this
Supplemental Analysis document in understanding the history of this issue in the Council’s arena.
The detailed Table of Contents from each document is presented in Appendix A to supplement the
information presented below. Note that each of these documents contains a detailed history of the
evolution of the [IFQ management alternative through the Council process. This includes descriptions
of the scoping meetings and public hearings held to solicit public input on the issue as well as
description of the results of discussions by the Council, AP, SSC, and other Council subcommittees.

These previous documents include a detailed discussion of the 10 problems facing the fisheries as
identified by the Council. A discussion of the goals and objectives of a limited entry alternative is
also provided.

1.1.2.1 Draft Supplementa! Environmental Impact Statement for Longline and Pot Gear Sablefish
Management in the Gulf of Alaska and the Bering Sea/Aleutian Islands - dated

November 16, 1989

The primary focus of the document was an evaluation of license limitation, IFQs, and annual fishing
allotments as alternatives to continued open access management for the sablefish fisheries. The
introductory chapter of the document contains a detailed history of the evolution of the limited entry
alternatives and a description of the problems associated with the derby fishery which has resulted
under open access management. A history of the sablefish fisheries off Alaska is provided with
descriptions of the biology of sablefish and the physical environment within which the fishery
operates.

Chapter 3 of the document contains a description of the economic and social environment
surrounding the sablefish fisheries with attention given to the harvesting, processing, and marketing
sectors of the industry. Subsequent analysis of each of the four management alternatives, including
open access, is expressed in terms of potential impacts on the harvesting sector, processing sector,
maritime communities, consumers and markets, and the administrative enforcement environment.
Each of the four alternatives is also assessed in terms of its ability to address the 10 major problems
in the fishery as identified by the Council.
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An additional section of the document lists 23 social, management, and business concerns by which
to judge the four alternatives and provides an assessment of the potential results of each of the
alternatives relative to the 23 concerns listed. Consistency of the proposed alternatives with
Magnuson Act requirements and other applicable laws is provided in the final chapter. The
document formed part of the basis for the Council’s decision to eliminate license limitation and
annual fishing allotments from further consideration and to concentrate on IFQs as an alternative to
continued open access. The Council determined that license limitation and annual fishing allotments
were unacceptable alternatives in terms of addressing the problems facing the sablefish (and halibut)
fisheries. They then directed staff to prepare a Supplemental document, described below, which
analyzed various IFQ options against continued open access.

1.1.2.2 Supplement to the Supplemental Environmental Impact Statement for Longline and Pot Gear
Sablefish Management in the Gulf of Alaska and the Bering Sea/Aleutian Islands - dated
May 13, 1991 :

The document is a revision of a previously released draft supplemental document. As with the
original SEIS prepared for sablefish management, the document also was submitted to cover the
requirements for a Regulatory Impact Review (RIR) and Initial Regulatory Flexibility Analysis
(TRFA). The focus of the document is 2 more detailed analysis of four specific IFQ programs versus
the continued open access form of management. The document further describes the evolution of
the IFQ concept, the details of the four IFQ alternatives, and the functional differences between
these alternatives.

Chapter 2 of the document contains a comparison of the status quo (open access) alternative and an
IFQ option in general terms. This assessment contains further descriptions of the current, open
access fisheries and the effects of this style of fishery management on the resource, fishermen,
management agencies, and other aspects of the fishery. The implications of a generalized IFQ
approach to managing the fisheries are discussed, with an economic model provided to depict a
generalized assessment of the benefits from an IFQ system.

The second phase of the analysis in the document is a detailed description of the specific provisions
contained in each of the four IFQ alternative programs which were developed through the Council
process. The identification of these four alternatives came as a result of lengthy Council discussion,
meetings of the Fishery Planning Committee, and input from interested parties in the fishing industry.
The four alternatives represented a broad range of options which included differing provisions for
determination of eligibility to receive quota shares, which years of landings history to use in
determination of quota shares, ownership restrictions, transferability restrictions, vessel categories,
discard and bycatch accounting, community development quotas, and other specific provisions. The
analysis provides a detailed assessment of where the quota shares would be distributed, under each
IFQ alternative, in terms of state of ownership, distribution across various vessel categories, and
between the various management districts in the Gulf of Alaska and the Bering Sea/Aleutian Islands.
The analysis attempts to identify the possible effects of the other specific provisions of each of the
four IFQ alternatives.

Chapter 3 of the document is a description of the administrative, budgetary, and enforcement aspects
associated with each of the alternatives. With few exceptions, the IFQ alternative approved by the
Council at the December 1992 meeting is a combination of provisions from each of the alternatives
contained in the document, consistent with the expressed intent of the Council when releasing the
document for public and industry comment.
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1.1.23-Draft Environmental Impact Statement/Regulatory Impact Review/Initial Regulatory
Flexibility Analvsis for Proposed IFQ Management Alternatives for the Halibut Fisheries in
the Gulf of Alaska and the Bering Sea/Alcutian Islands - dated July 19, 1991

The document is similar to the Supplemental analysis prepared for sablefish (described above) in that
it analyzes various IFQ alternatives compared to the open access form of management currently in
place. Because there are no preceding documents prepared for the halibut IFQ alternative, the
document is more comprehensive in nature. Chapter 1 of the document reviews the history of
management of the halibut fisheries and describes the current state of the fishery under open access
management. This includes a review of the goals and objectives of limited entry as an option to the
current form of management.

Chapter 2 of the document describes the biology of Pacific halibut and the physical environment of
the areas of the North Pacific which would be affected by the proposed management alternatives.
Chapter 3 describes the economic and social environment surrounding the halibut fisheries off Alaska.
This includes information on the harvesting, processing, and marketing sectors of the industry.
Trends in seasons, landings, and participation in the fishery are provided utilizing data from the
halibut fisheries up through 1990. Information on recreational and subsistence fisheries is also
provided in this chapter.

Chapter 4 contains the bulk of the analysis of the IFQ alternatives and is divided into two major
sections: the first section contains an assessment of the effects of an IFQ program on 31 aspects of
the fishery including vessel safety, gear loss, bycatch, harvesting costs, economic stability in individual
operations and communities, and the ability of the IFQ option to address specific problems identified
in the current fisheries. The second section of Chapter 4 contains the detailed analysis of the specific
provisions of the four IFQ alternatives under consideration. As with sablefish, these included
different options for qualification for quota share, calculation of quota share, distribution of quota
share among the potential recipients, vessel categories, transferability restrictions ownership
restrictions, and community development quotas. With only a few exceptions, the Council ultimately
settled upon a combination of the provisions outlined in the document.

Chapter 5 of the document provides information on the social environment surrounding the halibut
fisheries off Alaska. This includes: (1) an assessment of the present participation patterns in the
fishery (commercial and subsistence harvests) for each of the halibut management areas in the Gulf
of Alaska and the Bering Sea/Aleutian Islands, much of which was broken down by residents of
Washington and Oregon and of communities throughout coastal Alaska; (2) an assessment of the
historical fishing practices of each group of participants and their dependence on the halibut fisheries;
(3) a description of Alaskan Native fisheries; (4) community profiles of affected coastal communities
including descriptions of the affected work force and relative importance of the halibut fishery to
these communities; and, (5) an assessment of the possible impacts to the social environment of these
communities resulting from an IFQ program and from continued open access.

Chapter 6 addresses the administrative, budgetary, and enforcement aspects of IFQ management
within the context of a combined sablefish and halibut IFQ program. The remainder of the document
contains a Regulatory Impact Review and review of the consistency of the proposals with other
applicable laws. An Appendix contains a survey of other limited entry programs in existence in other
parts of the United States and the rest of the world.

The documents described above represent the decision documents upon which the Council based its

recommendation of an IFQ program. That decision was also based on an administrative record built
over the past three years consisting of input from written and oral testimony from public and industry
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as well input from the Council’s Industry Advisory Panel and the Scientific and Statistical Committee.
These documents are available upon request from the Council offices in Anchorage,

1.2 Summary of the Proposed Alternatives

Two alternative systems are being considered for management of the halibut and sablefish fixed gear
fisheries off Alaska: (1) the current, open access system which is characterized by fixed quotas for
each IPHC and NPFMC regulatory area and increasingly short openings, and (2) individual fishing
quotas (IFQs). Note that the Council has recommended the IFQ alternative, but this
recommendation has not yet been forwarded to the Secretary of Commerce for approval.

1.2.1 Status Quo - Continued Open Access

This alternative maintains the existing management regimes for the halibut and sablefish fixed gear
fisheries. Therefore, it does not include the expanded use of what have often been referred to as
traditional management measures. It only includes the changes that can be made without an FMP
or regulatory amendment. Although the management regime would remain unchanged with this
alternative, the nature of the fisheries could change substantially.

1.2.2 Individual Fishing Quotas (IFQs)

The individual fishing quota (IFQ) alternative would issue individual rights to fish to a group of past
participants. The rights given to each person would be proportional to his fixed gear halibut and
sablefish landings during a qualifying period determined by the Council. The rights for each year
would be quantity, species, area, and vessel class specific. 'With the exception of those who are
fishing with community development quotas, only holders of IFQs would be allowed to make fixed
gear landings of halibut and sablefish. Past participation would be defined on the basis of vessel
ownership or via a qualified lease of a vessel. After reviewing several options for the specific
provisions of the IFQ program, the Council recommended a specific IFQ program at its December
1991 meeting. If approved by the Secretary, the plan will be implemented no sooner than 1994,

A summary of the Council’s recommendations is presented below. The implementation program is
explained more fully in Chapter 5 and the IFQ program is defined in the Council’s own language in
Appendix B.

Definitions

The definitions contained in the Magnuson Fishery Conservation and Management Act are
augmented by those listed below.

1. "Person” means any individual who is a citizen of the United States or any corporation,
partnership, association, or other entity (whether or not organized or existing under the laws
of any state) which meets the requirements set forth in 46 CFR Part 67.03, as applicable.

2. An "individual” means a U.S, citizen.

3. A person’s "quota shares” (QS) for each area equal the person’s fixed gear landings
(qualifying pounds) for each area fished.

4, The "total quota shares” (TQS) for a management area is the sum of the QSs of all persons

for an area. The TQS may change over time due to appeals, enforcement actions, or other
management actions.
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5. "Individual fishing quota® (IFQ) means the quota that a person receives. For a specific year,
species, and area, the amount of a person’s IFQ is determined by the QS the person controls,
the TQS, the fixed gear TAC, and the level of the fixed gear community development quota
all for that year, species, and area. Each person’s IFQ will be proportional to his QS. For
example, a person who controls 0.1% of the TQS receives an IFQ equal to 0.1% of the fixed
gear TAC minus any fixed gear community development quota. That is, IFQ = (QS/TQS) x
(FGTAC - FGCDQ). The IFQs are also specific to a vessel class.

6. "Fixed gear” is defined to include all hook and line fishing gears (longlines, jigs, bandlines,
troll gear, etc.) in the GOA and BS/AI and pot gear for sablefish in the BS/AL For purposes
of determining sablefish QSs and TQSs, legal pot gear landings from the Gulf of Alaska also
will be counted. : '

7. "Catcher boat” or "catcher vessel” means any vessel which, during a given trip, delivers none
of its groundfish catch in a frozen or other processed state.

8 "Freezer boat" means any vessel which, during a given trip, delivers some or all of its
groundfish catch in a frozen or other processed state.

9. "Bona fide fixed gear crew member,” is defined as any person that has acquired commercial
fish harvesting time at sea (i.e. fish harvesting crew), that is equal to 5 months of any
commercial fish harvesting activity (in a fishery in state or federally managed waters of the
U.S.)! Additionally any individual who receives an initial allocation of QS will be considered
a bona fide crew member.

Characteristics of the TFQ Program

1. Quota shares (QSs) and individual fishing quotas (IFQs) will be species, area, and vessel class
specific. IFQs are also year specific.

2. The species are halibut and sablefish.
3. The sablefish areas are:

Southeast Qutside/East Yakutat,
West Yakutat,

Central Gulf,

Western Gulf,

Bering Sea, and

Aleutian Islands.

pppgop

4. The halibut areas are the eight IPHC areas from 2C through 4E.
5. The halibut vessels classes are:

catcher boats < 35 feet LO.A,,
catcher boats > 35 feet and < 60 feet,
catcher boats > 60 feet, and

freezer boats.

AP TR

IText shown in italics provides clarification by the staff to indicate Council intent.
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10.

11.

12

13.

14.

15.

16.

The sablefish vessels classes are:

a. catcher boats < 60 feet L.O.A,,
b. catcher boats > 60 feet, and
c. freezer boats.

Initial assignments of halibut quota shares shall be made to each person who owned or leased
a vessel with legal fixed gear halibut landings from off Alaska between 1988 and 1990.
Similarly, initial assignments of sablefish quota shares shall be made to each person who
owned or leased a vessel with legal fixed gear sablefish landings from the EEZ off Alaska
between 1988 and 1990.

The amount of the initial halibut (sablefish) quota shares for an area assigned to each person
will equal the halibut (sablefish) landings for the person’s best five years between 1984 and
1990 (1985 and 1990) for that area.

For the purposes of items 7 and 8, landings of a vessel will be counted as the lease holder’s
if there is one; otherwise, they will be counted as the vessel owner’s. This will be done on
a trip by trip basis. -

During the qualification period, a vessel is considered to have been a freezer boat in a given
year, if during that year it processed any of its commercial fixed gear groundfish landings.

The initial assignment of quotas shares to each person by vessel class will be based on the
vessel class used in the most recent year through September 25, 1991. All QS will be assigned
to the vessel class of the most recent year of participation regardless if qualifying landings
were made on a vessel of that size. However, if the owner or lease holder participated in the
most recent year using vessels in more than one vessel class, qualifying pounds will be
assigned to separate vessel classes in proportion to the landings made with each vessel class.

Prior to the beginning of each fishing year for the fixed gear halibut and sablefish fisheries,
the fixed gear TACs by area, excluding any TAC that is reserved for community development
quotas, will be apportioned to the owners of QSs as year, species, area, and vessel class
specific IFQs based on the amount of QS held by each person. For example, a person who
owned 0.1% of the halibut QSs for an area would receive 0.1% of the halibut fixed gear TAC
for that area excluding any community development quotas.

Any person owning freezer boat quota shares may sell or lease those quota shares to any
other person.

Fish caught with freezer boat IFQs may be delivered frozen or unfrozen.

Any person owning catcher boat quota shares may sell those quota shares either to any U.S
citizen who is 2 bona fide fixed gear crew member or to a corporation or partnership that was
an initial recipient of catcher boat QSs. Up to 10% of a person’s catcher boat quota shares
may be leased during each of the first three years following implementation. They may only
be leased to the same types of persons to which they may be sold.

Fish landed with catcher boat IFQs may not be frozen or processed in other ways aboard the
vessel utilizing those IFQs.
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17.

18.

19.

20.

21.

22.

Sablefish catcher boat IFQs may be utilized on a vessel with freezer capacity as long as no
frozen product of any species is on board the vessel while those catcher boat IFQs are being
utilized. Further, sablefish freezer boat and catcher boat IFQs may not be utilized at the

same time on a vessel.
In order to use catcher boat IFQs, the user must:

a. own or lease the QS,

b. be a U.S. citizen,

¢. be a bona fide crew member,

d. be aboard the vessel during fishing operations, and
e. sign the fish ticket upon landing.

The exception to these requirements is identified in item 19.

A person that received initial catcher boat QS may utilize a hired skipper to fish its IFQs
providing that it owns the vessel upon which the IFQs will be used. Such a person may
purchase up to the total share allowed for the area. For the sablefish fishery east of 140°W
longitude and for the halibut fishery in Area 2C, the above allowance for hired skippers
applies only to corporations or partnerships as defined below and it applies only to the IFQs
resulting from their initial QS’s. In these areas, the exception dose not apply to IFQs
associated with subsequently acquired QSs.

Corporation: Any corporation that has no change in membership, except a change caused by
the death of a corporate member providing the death did not result in any new corporate
members. Additionally, corporate membership is not deemed to change if a corporate
member becomes legally incapacitated and a trustee is appointed to act on his behalf, nor is
corporate membership deemed to have changed if the ownership shares among existing
members changes, nor is corporate membership deemed to have changed if a member leaves
the corporation. (In the case where ownership of shares is initially allocated to a publicly held
corporations, the Council did not make a recommendation regarding what constitutes a change
in membership of the corporation.)

Partnership: Any partnership that has no change in membership, except a change caused by
the death of a partner providing the death did not result in any new partners. Additionally,
a partnership is not deemed to have changed if a partner becomes legally incapacitated and
a trustee is appointed to act on his behalf, nor is a partnership deemed to have changed if
the ownership shares among existing partners changes, nor is a partnership deemed to have
changed if a partner leaves the partnership.

The Secretary may, by regulation, designate exceptions to the restrictions on who may use
catcher boat IFQs (item 18) to be employed in case of personal injury or extreme personal
emergency which allows the transfer of catcher boat QS/IFQs for limited periods of time.

For sablefish no person or individual may own, hold, or otherwise control, individually or
collectively more than:

a. 1% of the combined total for the Gulf of Alaska and Bering Sea/Aleutian Islands QSs
or IFQs or

b. 1% of the QSs or IFQs for the area east of 140°W.
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24.

26.

27.

29.

30.

31.

32.

33.

For halibut no person or individual may own, hold, or otherwise control, individually or
collectively more than:

a. 0.5% of the total QSs or IFQs from the combined IPHC areas 2C, 3A, and 3B,

b. 0.5% of the total QSs or IFQs from the combined IPHC areas 4A, 4B, 4C, 4D, and
4E, or

c. 1.0% of the total QSs or IFQs from IPHC Area 2C.

The exceptions to items 23 and 24 are that any person who receives an initial assignment of
quota shares in excess of these limits may continue to control and use them.  However, such
persons shall be prohibited from purchasing, leasing, holding or otherwise controlling
additional quota shares or IFQs until that person’s quota share falls below the limits set forth
in items 23 and 24, at which time each such person shall be subject to the limitations.

For sablefish, no more than 1% of the combined Gulf of Alaska and Bering Sea/Aleutian
Island fixed gear quota may be taken on any one vessel and no more than 1% of the fixed
gear quota east of 140°W. (EY/SO) may be taken on any one vessel. The exception is that
persons who received an initial allocation of more than the 1% overall ownership level (or
1% in the area east of 140°W.) may fish their IFQs on a single vessel.

For halibut, no more than 0.5% of the combined IPHC area quota may be taken on any one
vessel except that persons who received an initial allocation of more than 0.5% overall
ownership level may fish their IFQs on a single vessel. (This differs from the ownership cap
in that the vessel limit applies to the whole North Pacific combined area TAC rather than the
TAC combined for areas 2C, 34, 3B, or for areas 44, 4B, 4C, 4D, and 4E combined.)

The sale of sablefish or halibut, caught in an IFQ fishery, to other than a legally registered
buyer is illegal. However, the direct sale to dockside customers is allowed provided the fisher
is a registered buyer and proper documentation of such sales is provided to NMFS.

Frozen product may only be off-loaded at sites designated by NMFS for monitoring purposes.

QS owners wishing to transport their catch outside of the jurisdiction of the Council must first
check in their catch at a NMFS specified site and NMFS may require that the load be sealed.

Persons holding IFQs and wishing to fish must check-in with NMFS or their agents prior to
entering any relevant management area, additionally any person transporting IFQ caught fish
between relevant management areas must first contact NMFS or their agents. All vessels will
be required to notify NMFS six hours before off-loading fish from an IFQ fishery.

Persons must control IFQs for the amount to be caught before a trip begins, with the
exception that limited overages will be allowed as specified in an overage program approved
by NMFS and the IPHC.

Quota shares and IFQs arising from those quota shares may not be applied to; 1) trawl-caught
sablefish or halibut, or 2) sablefish or halibut harvested utilizing pots in the Gulf of Alaska,
or 3) halibut harvested utilizing pots in the Bering Sea/Aleutian Islands.
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34,

35.

36.

37

38.

39.

40.

41.

42.

43,

~“All sales, transfers, or leases of quota shares and IFQs must occur in a manner approved by

the Secretary. All quota share and IFQ assignments and transfers will be administered by
NMFS based on regulations established by the Secretary. The Secretary, in promulgating
such regulations, shall hold at least one public hearing in each state represented on the
Council and in at least one community in each of the management areas governed by the
Council.

The Secretary will promulgate regulations to establish a monitoring and enforcement regime
to assure compliance with this program. Persons holding QS, who are found to be in
violation of these sections or in violation of under-reporting catch, will be subject to
appropriate penalties as designated by the Secretary, including forfeiture of their QSs and
IFQs. (The Council also directs the implementation teams to develop and recommend
appropriate penalties and strictures to the Secretary of Commerce.)

QS are a harvest privilege, and good indefinitely. However, they constitute a use privilege
which may be modified or revoked by the Council and the Secretary at any time without
compensation.

Discard of sablefish is prohibited by persons holding sablefish IFQs and those fishing under
the sablefish community development quota (CDQ) program.

Discard of legal sized halibut is prohibited by persons holding halibut IFQs and by those
fishing under the halibut CDQ program. Persons holding freezer boat shares are exempt
from this halibut discard prohibition.

Any person retaining sablefish or halibut with commercial fixed gear must own or otherwise
control IFQs unless the fish are taken as part of a CDQ program. (The intent of the Council
is to prohibit open access fixed gear fisheries for sablefish and halibut, and to require that
persons in fixed gear fisheries who retain sablefish and/or halibut as bycatch must own or control
IFQs for those species.)

In order for the continued prosecution of non-IFQs fixed gear fisheries, the Council
recommends the suspension of the halibut fixed gear Prohibited Species Catch limit for the
first two years of the IFQ program.

Pacific cod and rockfish harvested incidentally during the operation of a QS/IFQ fishery shall
be termed bycatch species for the purpose of this program. Other species may be included
by NMFS by regulatory amendment if it can be shown that the species is unlikely to survive
if discarded and if it can be shown that such retention is beneficial to the nation. Any species
identified as a bycatch species that is taken during the operation of a QS/IFQ fishery shall be
retained and landed unless designated a prohibited species.

Persons holding IFQs may utilize those privileges at any time during designated seasons.
Retention of fixed-gear caught sablefish or any halibut is prohibited during closed seasons.
Seasons will be identified by the Council and the IPHC on an annual basis. (The IPHC and
IFQ implementation teams have recommended initially that the season for IFQ sablefish and
halibut should open on March 1 and close on November 30.)

The Western Alaska Community Development Quota Program is established to provide
fishermen who reside in western Alaska communities a fair and reasonable opportunity to
participate in the Bering Sea/Aleutian Islands sablefish and halibut fisheries, to expand their
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participation in salmon, herring, and other nearshore fisheries, and to help alleviate the
growing social economic crisis within these communities.

The NMFS Regional Director shall hold the designated percentage of the annual fixed gear
TAC of sablefish and halibut for each management area in the Bering Sea and Aleutian
Islands for the western Alaska community development quota program. These amounts shall
be released to eligible Alaska communities who submit a plan, approved by the Governor of
Alaska, for its wise and appropriate use.

The designated percentages are as follows:

a. 20% of each fixed gear sablefish TAC in the BS/AL,
b. 100% of the area 4E halibut quota,

¢. 50% of the area 4C halibut quota

d. 20% of the area 4B halibut quota, and

e. 30% of the area 4D halibut quota.

This is a very brief summary of the CDQ program which is more fully described in
Appendix B.

44, The persons who would receive reduced IFQs due to the CDQ programs, will be partially
compensated with increased IFQs for other areas. The mechanism for doing this is intended
to proportionately share the cost of the CDQ program among all of the initial QS recipients.

45. Two ad hoc working groups have been established. One group includes representatives from
fixed gear vessel owners, crew members and processors who would likely be affected by the
Council’s action on IFQs. The second group is composed of administration, data
management, enforcement, and legal professionals. The groups developed a detailed
implementation plan covering all aspects of the carrying out the Council's preferred
alternative for a fixed gear IFQ management program (for sablefish and halibut). The
implementation groups are also authorized to continue their work to implement the Council's
QS/AFQ program.

1.3 Alternatives considered and rejected

When the Council began consideration of iimited access alternatives for sablefish in 1987, there were
three basic alternatives to open access which were considered: license limitation, individual fishing
quotas, and annual fishing allotments. These three systems have been discussed and analyzed in detail
since that time (NPFMC 1988, NPFMC 1989). Based on these discussions and analyses, the Council
has gone on record as stating that "neither license limitation nor annual fishing allotments were
acceptable alternatives for solving the problems in the sablefish fisheries". The Council had
previously gone on record stating that continued open access, in its current form, was unacceptable.

The Council discussed annual fishing allotments but determined that because this alternative
combined open access and a form of individual fishing quotas, it would result in a more complicated
management program than either program alone and would not eliminate the problems associated
with open access management.

The Council discussion on license limitation concluded that a reduction in fleet size would be

necessary to temporarily alleviate the problems in the sablefish fishery. It was apparent that such a
reduction might not be possible in an equitable manner. It was also apparent that a reduction in the
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number of vessels could soon be offset by an increase in fishing power per vessel and that this
alternative would only change the rules of the race for fish but would not replace it as the mechanism
for allocating fixed gear sablefish TACs among competing fishermen.

In short, neither license limitation nor annual fishing aliotments held the potential for alleviating the
basic problem in the fishery which is the race for fish. It is this race for fish which gives rise to a
myriad of other problems in the fishery as identified in the preceding analysis documents. Therefore,
the Council proceeded to undertake a more extensive analysis of the IFQ alternative to open access.
Discussions and analyses of limited entry since then have centered on the specifics components of
a possible IFQ alternative management program. As the Council discussions for sablefish
management proceeded through 1989, 1990, and 1991 the halibut fisheries were brought into the
picture for IFQ consideration as well. The Council and its Fishery Planning Committee have worked
towards refining the IFQ alternatives for sablefish with the intent that such a system would eventually
incorporate halibut. Therefore, the only viable option to open access in the halibut fisheries was
deemed to be an IFQ system which would work in conjunction with a sablefish program, and possibly
with other longline fisheries. The specific options for an IFQ system for halibut have closely mirrored
those set down for sablefish.

1.4 Arrangement of this Document

The remainder of this document will anaiyze the Council’s specific Preferred Alternative, from
December of 1991, for IFQ management of the sablefish and halibut fixed gear fisheries off Alaska.

Chapter 2 compares the current open access form of management to the Council’s recommended IFQ
program. This is first presented in the form of a general comparison of open access and IFQs. This
general comparison references the New Zealand and Canadian quota programs where relevant. A
comparative overview of the New Zealand ITQ program is also provided as Appendix C. A
subsequent section of Chapter 2 delves into the specific provisions of the Preferred Alternative for
IFQs adopted by the Council. This includes a detailed breakdown of the distribution of quota shares
which will result in the initial allocation process. The implications of the additional provisions
adopted by the Council are also discussed. These provisions are detailed in Section 1.2.2 of this
document and include vessel class category restrictions, transferability restrictions, ownership
restrictions/caps, community development quotas, and discard and bycatch provisions.

Chapter 3 contains information intended to provide the reviewer with a better understanding of the
potential impacts of this program on the socioeconomic environment in affected coastal communities.
This includes: (1) comparisons of historical participation in the halibut and sablefish fisheries by
region with the proposed distribution of QSs and IFQs, (2) a discussion of the elements of the
proposed IFQ program that are intended to limit the structural changes that will occur and (3) an
examination of the relative importance to coastai communities of halibut and sablefish fisheries when
compared with other fisheries.

Chapter 4 contains a discussion of the possible effects of the recommended IFQ program on other
fisheries. These include non-IFQ fisheries, fisheries conducted in adjacently managed waters, and
recreational fisheries.

Chapter 5 contains a revised summary of the Implementation Plan envisioned for the IFQ program.
This is the document originally prepared by the Council appointed Implementation Team which
included representatives from various segments of the industry. That document has been condensed
for inclusion in this supplemental analysis. Information is contained in this document which outlines
the logistics involved in implementing the IFQ program from the initial allocation of quota shares to
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enforcement of the provisions of the program and monitoring of the quotas. Estimates of the costs
of the program are also contained in this chapter.

Chapter 6 contains a revised Regulatory Impact Review summary. Discussion in this chapter includes
benefits from the sablefish and halibut resources, impacts on consumers, redistributions of costs and
benefits, and consistency of the proposed action with Executive Order 12291 which requires a
determination of whether a proposed action constitutes a 'major’ action; i.e., whether it results in a
net change in effects amounting to $100 million or more. Much of the information in this chapter
summarizes information from Chapters 2 through 5.

Chapter 7 discusses consistency of the proposed actions with provisions of the Magnuson Act and
other applicable law. These considerations have been addressed in previous analysis documents, but
are included here to specifically address the Preferred Alternative approved by the Council for a
combined sablefish/halibut IFQ program.
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2.0 ANALYSIS OF THE ALTERNATIVES

Two alternatives are being addressed in this document. Alternative 1, continued open access has
been rejected in favor of Alternative 2, an IFQ program for the sablefish and halibut fixed gear
fisheries. Unless the Council rescinds its recommendation, the IFQ alternative will be forwarded to
the Secretary of Commerce for consideration.

2.1 Open_Access Fisheries

The problems that have been identified for Alternative 1 (status quo) are outlined below.

1. The fixed gear halibut and sablefish fisheries would remain open access fisheries and the race
for fish would continue to be used to allocate area-specific commercial fishing quotas among
individual fishermen.

2. This method of allocating the quotas tends to:

a.

b.

d.

€.

increase fishing, processing, and marketing costs without increasing catch;

decrease product quality, sablefish and halibut prices, and the availability of fresh
halibut;

increase conflicts among halibut fishermen, sablefish fishermen, or other interest
groups;

adversely affect halibut and sablefish stocks; and

result in an unintended distribution of benefits and costs.

The Council has identified ten components of this allocation problem, they are:

1.

2.

10.

ADDEIFQ.C2

allocation conflicts;

gear conflicts;

fishing mortality due to lost gear;

bycatch loss of halibut in other fisheries, and sablefish, to some degree;

discard mortality for halibut and other retainable species in the halibut and sablefish
fisheries; —

excess harvesting capacity;
product wholesomeness as reflected in halibut and sablefish prices;
safety;

economic stability in the fixed gear halibut and sablefish fisheries and communities;
and

rural coastal community development of a small boat fishery.
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The topics of Section 2.2 are the expected effects of adopting an IFQ program. The effects include
the ability of an IFQ program to solve the problems identified for the status quo. The merits of
specific elements of the Council’s Preferred Alternative are discussed in Section 2.3.

22 Effects of an IFQ Program

The various types of effects of adopting an IFQ program are discussed in Sections 2.2.1 through
2.2.31. The information contained in these sections is the basis for much of the benefit cost analysis
summary presented in Chapter 6.

Some of the effects can be quantified more readily than others. Estimates of the former are
calculated as the difference between estimates for the 1990 halibut fishery (1989 sablefish fishery)
as it actually occurred and estimates of what would have occurred had an IFQ program been in place
in 1990 (1989). All elsc being equal, there are two reasons why this will tend to overstate the annual
effects of an IFQ program for each of the first few years. First, because the halibut stock appears
to be in the decreasing phase of a normal cycle of abundance, quotas are expected to continue to
decrease for the next few years after a one-year upward adjustment for 1992. Sablefish stocks have
declined in recent years, but appear to be in a stable pattern now. Second, full adjustments to an
IFQ program will not occur for several years.

An TFQ program will affect fishing activity and costs by providing each fishing operation with
substantially more flexibility in determining its fishing strategies and by providing a mechanism that
tends to redistribute effort and catch to more profitable fishing operations. Fishing cost models were
used to estimate many of the effects of an IFQ program.

Although the sablefish model is for all of the Council’s management areas, the halibut model was
limited to four IPHC areas, they are areas 2C (Southeast Alaska) 3A and 3B (Central Alaska) and
4A (Eastern Aleutians). Areas 4B through 4E (the remainder of the Aleutians and the Bering Sea)
were eliminated as their present seasons are unrepresentative of the fishery as a whole. Also
eliminated as unrepresentative were vessels landing less than 500 pounds of halibut during 1990. The
halibut cost model for 1990 included 3,796 vessels (68% of all vessels landing halibut) which harvested
49 million pounds of halibut {93% of the total landings). Excluding the unrepresentative areas and
vessels from the cost model is expected to result in estimates that tend to understate slightly the
effects of an IFQ program.

The halibut model was used to generate three sets of estimates. They are for: (1) the actual 1990
fishery; (2) the 1990 fishery with partial adjustment to an IFQ program; and (3) the 1990 fishery with
full adjustment to an IFQ program. The differences between the first and second sets of estimates
are used as estimates of the effects of the increased flexibility in fishing strategies provided by an IFQ
program. The differences between the first and third are used as estimates of the combined effects
of the increased flexibility in fishing strategies provided by an IFQ program and the redistribution of
effort and catch to more profitable operations as the result of an IFQ program. Finally, the
differences between the second and third are used as estimates of the effects of the redistribution of
effort and catch to more profitable operations. Although the sablefish model did not generate the
same set of estimates for 1989, the sablefish estimates can be used to make the same types of
comparisons.

Tables 2.1 and 2.2 summarize the models’ estimates for the halibut and sablefish fisheries,
respectively. These tables are referred to throughout this chapter. The specifics of the halibut and
sablefish cost models, including the assumptions and parameter values they use, were described in
previous reports. Therefore, only a few comments concerning the models are repeated below.
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Fixed cost was estimated on the basis of a fixed number of operational days per year and was
apportioned to fishing operations based on the pumber of fishing and non fishing days associated with
halibut or sablefish trips. For example, if the annual fixed cost for a vessel is $100,000, if that type
of vessel is assumed to have 200 operating days per year, and if that vessel had 5 halibut trips per
year each consisting of 4 fishing days and 6 nonfishing days for a total of 50 halibut trip days, the
fixed costs associated with halibut is $25,000 ($100,000 x 50 days/200 days). As a result of this
method of apportioning fixed costs, total fixed costs for the halibut and sablefish fisheries are
dependent on the number of total trip days by vessel class but not the number of vessels. This will
tend to understate the saving in fixed costs that would occur with an IFQ program.

For Alternative 2, the estimates of the number of vessel and fishermen participating in the halibut
and sablefish fisheries are the minimum numbers required if each vessel and fisherman spends the
maximum fixed number of operational days per year in the halibut or sablefish fishery. Because it
is unlikely that all or even most of the halibut or sablefish landings will be made by full time halibut
or sablefish vessels and fishermen, the actual numbers of vessels and fishermen that would participate
in the fisheries with an IFQ program probably would be substantially greater.

The model does not capture all the expected effects of an IFQ program. Some of the other effects
are estimated independently and other types of effects are identified but not estimated.

22.1 Effects of an IFQ Program on Vessel Safety

An IFQ program is expected to increase vessel safety by reducing substantially the incentive
fishermen have to disregard factors that increase the risk of accidents. However, due to a lack of
reliable data and methodological problems, it is hard to provide quantitative estimates on the linkages
between vessel safety and other factors, such as management practices.

In their recently released book, Fishing Vessel Safety, Blueprint for a National Program, the National

Research Council noted that commercial fishing has one of the highest mortality rates of any
occupation and that safety has largely gone unregulated (p.142). While attributing a large portion
of the safety issues to the actual vessel (e.g. its structure, equipment, and crew), the authors did
consider fishery management practices to be one of three major external influences on vessel safety

(p-131).

They assert that the current fishery council structure has not been effective in resolving allocation
conflicts and that has "resulted in a highly competitive operating environment in which fishermen may
take unnecessary risks to maintain their livelihood.” (p.132). The extremely short and inflexibie
halibut and salmon openings off the West Coast and Alaska were specifically mentioned as examples
of where management practices had forced fishermen to work under "extremely adverse
environmental conditions or not at all.” (p.133). - Although the data is inconclusive about whether the
number of incidents for olympic-style fishing is significantly higher than might have occurred during
an extended season, the authors note numerous potential safety concerns with current management
of these fisheries. ' -

Safety issues can arise due to the opening dates being predetermined and with no allowance for bad
weather being made. They recommend the establishment of flexible season openings with the
provision of alternate dates if the weather forecast calls for marginal or adverse weather. Although
there is no data to test the effectiveness of the program, they cite the addition of just such a practice
in the Atlantic surf clam fishery as a responsible council action to safety concemns.
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Other safety issues that could stem from shortened seasons are fishermen moving into new fisheries
that are farther from home port then their vessel is safely designed for, no time for on-the-job
training of new and inexperienced crew, and increased congestion while entering and leaving port.

222 Effects of an TFQ Program on Product Quality, the Availability of Fresh Halibut, and

Exvessel Prices

There are several reasons why an IFQ program is expected to increase the exvessel and wholesale
prices of halibut and sablefish. First, it would provide the flexibility in scheduling landings that is
necessary for fishermen and processors: (1) to take advantage both of the latent year round market
for fresh halibut and the seasonal consumption patterns for sablefish and (2) to decrease storage time
and costs for the halibut and sablefish that are frozen. Second, it would increase the quality of
landed halibut and sablefish by decreasing the opportunity cost of the time required to assure that
the catch is quickly dressed and cared for. Third, it would eliminate the short intensive openings that
result in such large concentrations of landings that unloading and processing delays can decrease
product quality and prices. The benefits of increased product quality may become more important
if federal inspection of seafood products expands. Finally, the ability of processors to influence the
rate and timing of landings may decrease processing costs and increase exvessel prices.

In making his decision concerning when and how to fish, each fisherman would respond to market
incentives. The ability of processors to influence these incentives by offering season and quality
specific exvessel prices or other inducements means that the preferences of individual processors
would be considered by fishermen but would not necessarily dictate when and how fishermen would
fish for halibut. Because the decisions of fishermen would reflect the benefits of both fishermen and
processors of different uses of IFQs, both groups could benefit from the opportunities offered by
IFQs. For example, it may become mutually beneficial for a fisherman and processor to agree on
delivery schedules, quality control measures, and prices. Such agreements could decrease uncertainty,
decrease costs, and increase marketing opportunities.

Some processors may not want small deliveries throughout the year and would reflect this desire in
setting their prices or delivery contracts. Other processors might adjust their production schedules
to accommodate such deliveries. The change away from the present system would reduce overall
processing space needs. However, if a processor felt the most efficient use of manpower and space
was to continue to process large quantities of halibut and sablefish in a few short periods,
arrangements could be made with fishermen to match this landings pattern. Due to the strong
seasonality in consumption of sablefish in Japan, processors may prefer relatively short seasons but
later in the year.

Some have suggested that an IFQ program can decrease product quality by increasing trip lengths
and the average time between catch and landings. Such an effect could offset partially the factors
that would tend to increase product quality and prices. However, because an IFQ program would
give fishermen and processors control over trip length and other factors that determine product
quality and because it would decrease the cost of increasing quality, the net effect is expected to be
an increase in quality.

There is naturally uncertainty concerning how much an IFQ program will increase prices. In the
benefit cost analysis of the Canadian individual vessel quota (IVQ) program, a $0.50 per pound
increase in the wholesale price was said to be a conservative estimate and the effects of a price
increase of $0.50 to $1.00 were estimated. Two other estimates of the potential halibut price increase
are developed below.
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The difference between exvessel prices in the Alaskan and Canadian halibut fisheries in May of 1991
can be used to estimate the potential effect of an IFQ program on exvessel prices. The Canadian
fishery opened May 1, 1991 as an IVQ fishery. Most Canadian fisherman stopped fishing during the
first one-day halibut openings in Alaska on May 7 and did not resume fishing until late in May when
fresh halibut was no longer available from Alaska. Preliminary information indicates that exvessel
prices ranged from $3.25 to $3.50 and from $3.50 to $3.75 in Canadian Dollars, respectively, for the
first and second sets of Canadian landings and averaged about $2.05 for the first Alaska opening.
Using an exchange rate of $1.15 Canadian dollars per US dollar, the Canadian price range was $2.83
to $3.26. This overstates the difference in prices due to the Canadian IVQ program because prices
are typically higher for the Canadian fishery. In 1990, the average exvessel prices in US Dollars were
$1.78 and $2.24 for the Alaskan and Canadian halibut fisheries. If the 1991 Alaska price is adjusted
upward using the 1990 price differential of 25.8%, the Canadian price would be expected to be $2.58.
This suggests that the price premium that the Canadian IVQ program produced was from §0.25 to
$0.68 per pound. Additional efforts to develop markets for fresh halibut could increase the price
premium that the Canadians will be able to obtain. However, if an IFQ program increases
substantially the amount of fresh high quality halibut available from Alaska throughout the year, the
effects of market development could be more than offset by the increase in the supply of higher
quality and fresh halibut and the price premium could decrease from its current level. Therefore, an
IFQ program may increase the exvessel price by less than $0.68.

An alternative estimate of the potential price increase that would result with an IFQ program can
be generated on the basis of the reduction in processing and cold storage holding costs that would
result if halibut landings were coordinated more closely with halibut consumption during the year.
The variable cost of freezing halibut is about $0.10 per pound. The handling and storage costs are
about $0.07 to store a pound of halibut for six months. If the wholesale price of halibut is $3 and
the interest rate is 10%, the interest cost of holding a pound of halibut for six months is $0.15.
Therefore, the total cost of freezing halibut and holding it an average of six months is $0.32 per
pound. If 75% of landings currently are frozen, and if an IFQ program would result in only 50%
being frozen, the cost savings in 1990 would have been $4.2 million ($0.32 per Ib x 25% of 52.6
million lbs). This $0.32 savings per pound for 25% of the halibut catch is comparable to a $0.08
savings for each pound of catch. Because this savings would be shared by fishermen to final
consumers, it is not known how much of it would be reflected in increased exvessel prices. If they
were expected to increase by half of this amount, $0.04 per pound would be a lower bound estimate
of the exvessel price increase of an IFQ program because it would exclude any increase due do the
higher product quality associated with fresh halibut and the higher quality frozen product that would
tend to result with IFQs.

The price increase for sablefish is expected to be less than that for halibut because the potential
benefits from the fresh fish market are probably less for sablefish and because the sablefish fishery
currently is not as intensive as the halibut fishery. The conclusion presented in the previous Council
analyses suggest that a 5% increase in price could be expected. In 1991, this would have been a $0.05
per pound round weight increase in the exvessel price or about a $2.8 million increase in exvessel
value.,

In summary, it is estimated that an IFQ program would increase halibut exvessel prices by $0.04 to
$0.68 per pound. Given the 1990 halibut landings of 52.6 million pounds, the resulting increase in
the exvessel value of the fishery would have been from $2.1 million to $35.8 million. The comparable
increase for sablefish is about $2.7 million. The new supply of halibut from the EEZ off Russia is
expected to increase the price premium for fresh halibut. With the IFQ program, Alaska fishermen
will be able to differentiate their product because the halibut from the Russian EEZ wili likely be
frozen.
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223 Effects of an ITFQ Program on Consumers

Because the increases in prices principally will be due to increases in product quality, including the
year-round availability of fresh halibut, the higher exvessel prices reflect the ability of fishermen to
capture some of the benefits that an IFQ program would provide to processors and consumers. They
do not imply that an IFQ program would impose costs on consumers. The combination of increased
product quality and increased average prices and the interactions between the markets for fresh and
frozen halibut makes it difficult to estimate the net effects of an IFQ program on consumers as a
whole. However, consumers as a whole would benefit from the increased quality and quantity of
halibut that would result from an IFQ program except in the unlikely event that all the benefits of
increased quality and quantity are captured by fishermen, processors, and those who market halibut.

The effects of the sablefish IFQ program are expected to be less on domestic consumers because
much of the product is exported. Domestic consumers will benefit if the sablefish IFQ program
increases domestic sales. The ability to provide product throughout much of the year may be an
important factor in increasing domestic sales.

The net effect on consumers will be widely dispersed and minimal for most consumers because there
are many substitutes for both halibut and sablefish and because halibut and sablefish are a small part
of the typical family’s food budget.

2.2.4 Effects of an IFQ Program on Processing and Marketing Costs

An IFQ program is expected to decrease processing and marketing costs in two ways. First, it
provides greater flexibility for processors to select delivery schedules that reduce processing costs.
Second, as mentioned above, it will reduce freezing and cold storage costs. It was estimated that the
latter savings would be about $0.32 for each pound of halibut that is sold fresh rather than being
frozen and held for an average of six months before being consumed. This cost saving could have
exceed $4.2 million in 1990. No attempt has been made to quantify the former cost saving. The
savings for sablefish by decreasing cold storage costs would be substantially less but could amount to
more than $2 million. Because these savings are captured partially by the increase in exvessel prices,
adding the price increase and cost saving effects would result in double counting.

2.2.5 Effects of an IFQ Program on Gear Losses and Costs

There are principally two types of costs associated with gear losses in the halibut and sablefish
fisheries. They are: (1) the costs of replacing the lost gear and (2) the harvest foregone due to the
fishing mortality caused by the lost gear. There are several reasons why an IFQ program is expected
to decrease gear losses and the associated costs. First, it would reduce the amount of gear that is on
the grounds at any one time and, therefore, reduce the amount of gear that becomes tangled.
Second, it would increase the willingness of fishermen to take more time to avoid tangling pear and
to retrieve lost or tangled gear. It would do so by decreasing the opportunity cost of the time
required either to set gear so that it is less likely to become tangled or to retrieve it. Third, it would
eliminate the current gear losses that occur because fishermen set more gear than they can retrieve
before the end of the brief halibut openings. Finally, it would allow fishermen to fish at a pace and
in areas, time periods, and weather conditions that decrease gear losses.

The IPHC estimated that 1,860 skates were lost during 1990 and that this lost gear killed almost 2
million pounds of halibut (Tables 2.3 and 2.4). It is estimated that an IFQ program would have
reduced the cost of lost gear replacement by $2.0 million or $2.4 million, respectively, with partial or
full adjustment to IFQs in 1990 (Table 2.1). The exvessel value of 2 million Ibs of foregone halibut
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catch net of harvesting costs would be from $2.4 million to $4.0 million. If an IFQ program would
have decreased the foregone catch by 50%, there would have been an additional saving of $1.2
million to $2.0 million for a total saving of $3.2 million to $4.4 million due to reduced gear losses.

Comparable estimates were not developed for the sablefish fishery. However, because the sablefish
fishery currently is less intensive than the halibut fishery, the gear loss cost probably are substantially
lower. The change in the cost of replacing gear, but not the cost associated with ghost fishing, is
included in the estimate for Section 2.2.10.

226 Effects of an JFO Program on Gear Conflicts with Other Fisheries

Although an [FQ program will tend to decrease gear conflicts within the halibut or sablefish fishery,
it may increase gear conflicts between halibut or sablefish fishermen and other fishermen by
increasing the areas and length of periods in which such conflicts can occur. For example, it is less
costly for trawlers to avoid the halibut grounds during the brief halibut openings than to avoid these
areas most of the year. Similarly, the areas and times with a high risk of gear conflicts are easier to
identify and avoid with the current intensive halibut fishing periods than with an IFQ program. No
attempt has been made to estimate the magnitude of this effect.

227 Effects of an IFQ Program on Other Gear Costs

Another gear cost that would be reduced by an IFQ program is the cost of redundant gear. With
IFQs, the opportunity cost of the time required to repair gear or return to port to replace lost or
damaged gear would be much less than it currently is with the very brief intensive halibut openings.
Therefore, vessels tend to carry more backup gear than they would with an IFQ program. This
redundant gear not only includes longline gear, but also includes electronic fishing, navigation, and
communications gear. In the benefit cost analysis of the Canadian individual vessel quota (IVQ)
program for halibut, it was estimated that the annual saving due to a reduction in redundant gear
would be about $1.3 million. If this estimate is used for the Alaska halibut fishery but expanded by
a factor that reflects the greater landings in the Alaska fishery, adjusted using the exchange rate, and
then decreased by 50% to adjust for the redundancy that may be reasonable even when fishing in an
IFQ fishery off Alaska, the resulting estimated cost savings for the Alaska fishery would be $3.0
million. As with the other types of IFQ generated reductions in gear costs, the savings are expected
to be substantially less for the sablefish fishery. An estimate of the expected savings is included in
the sablefish fishery estimate for Section 2.2.10.

The redundant gear savings would be increased to the extent that the IFQ program would decrease
the number of halibut vessels and, therefore, decrease the amount of gear that is purchased
specifically for the halibut and sablefish fisheries. No attempt has been made to estimate this
additional saving, '

2.2.8 Effects of an TFQ Program on Bait Costs

There are two reasons why bait costs will be lower with an IFQ program. First, less bait will be
required because fewer hooks will be fished. Second, the cost per unit of bait will be lower either
because a lower quality of bait will be used or because the halibut and sablefish fishermen will catch
their own bait. The second is explained by the decrease in the incentive to maximize the rate of
harvest with an IFQ program. In the benefit cost analysis of the Canadian IVQ program, it was
estimated that the saving on bait cost would be about $0.7 million. If this estimate is inflated to
account for the larger catch in the Alaska fishery and adjusted using the current exchange rate, it
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increases to about $3.0 million. The cost model generated an estimated bait saving of $1 million. An
estimate of the expected savings for the sablefish fishery is included in the estimate for Section 2.2.10.

229 Effects of an IFQ Program on Foregone Opportunities in QOther Fisheries or Elsewhere

Due to the very brief halibut and relatively short sablefish openings in most areas, almost all of the
vessels and fishermen in the halibut or sablefish fishery also participate in other fisheries (see Chapter
" 4 for tables and text that summarize cross participation by vessel owners). Therefore, one of the
costs of participating in the halibut or sablefish fishery is the foregone opportunity to participate in
another fishery or other activities during a halibut or sablefish opening. The optimal time for a
fisherman to participate in either of these two fisheries, in terms of this opportunity cost, tends to
vary by fisherman depending on the seasonality of the other fisheries and other activities in which he
would participate. Therefore, without having the choice of when to fish for halibut or sablefish, some
fishermen will have to forego more income from other fisheries or activities than if they could choose
when to fish for halibut or sablefish.

An IFQ program would decrease the opportunity cost of participating in either fishery by providing
fishermen with substantial flexibility concerning when to fish for halibut or sablefish. No attempt has
been made to quantify this benefit.

2.2.10 Effects of an IFQ Program on Harvesting Costs due to Increased Flexibility

As noted above, the halibut cost model provides estimates of some of the effects of the increased
flexibility in selecting fishing strategies. These are referred to as the effects of partial adjustment to
an IFQ program. The model’s estimates of the gear replacement and bait cost savings were discussed
above. Additional cost savings due to increased flexibility are as follows in millions: (1) $1.8 to $2.5
for food; (2) $3.1 to $4.0 for fuel; (3) $20.0 to $28.0 for the opportunity cost of labor; and (4) $9.2
to $11.7 for fixed costs (Table 2.1). These additional savings total $34.1 to $46.2 million.

An important part of the change in fishing strategy that would occur with halibut IFQs is an increase
in the number of fishing days per vessel day. With the current one-day halibut openings, it is
assumed that a trip consists of three preparation days before the opening, one fishing day, and three
days to return to port, unload halibut, remove the halibut gear, and recover from the frantic one day
of fishing. With IFQs, a trip may include up to seven fishing days with three days at each end of the
trip. This change from one fishing day out of seven operating days to up to seven fishing days out
of 13 operating days decreases fishing costs and the numbers of vessel days and fisherman days
required to harvest the quota. Such a change probably will be accompanied by decrease both in catch
per fishing day and in the number of fishing vessels in each size class. The model estimates the
effects of IFQs for both 25% and 50% reductions in catch per fishing day.

Most of the vessels in the halibut or sablefish fishery participate in other fisheries; therefore, fixed
costs have to be apportioned among the halibut or sablefish fishery and other fisheries. As noted in
Section 2.2, due to the method used in the model to allocate fixed costs , total fixed harvesting cost
is determined by the numbers of fishing days and total operating days for each class of vessels in each
area. It is not determined by the number of vessels. Therefore, the model may under-estimate the
cost saving that would occur due to the decrease in the number of vessels with an IFQ program.

The sablefish cost model estimates that can be used to calculate comparable savings indicate that the

cost savings from the increased operational flexibility with IFQs would have been about $1.8 million
in 1989.
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2.2.11 Effects of an IFQ Program on Harvesting Actjvity due to Increased Flexibility

As noted in the previous section, the increased flexibility provided by an IFQ program (i.e., partial
adjustment to an IFQ program) will increase the number of fishing days per operating day and,
therefore, decrease the total number of operating days required to harvest a quota even assuming that
halibut catch per fishing day decreases by 25% to 50% due to the changes in fishing strategies.
Within the range of the number of vessels that are consistent with the characteristics of the fishing
trips that are expected to occur for each vessel class and area, the number of vessel and fishermen
is indeterminate.

The halibut cost model estimates of the total number of vessel operating days and the total number
of fisherman days are 27,769 to 37,135 and 109,147 to 144,948, respectively, with partial adjustment
to an IFQ program compared to 68,138 vessel operating days and 265,328 fisherman days without an
IFQ program (Table 2.1). If each vessel is fully employed in the halibut fishery, there would be 147
to 192 halibut vessels and 584 to 756 halibut fishermen. However, if on average, each vessel spends
only 50 days per year in the halibut fishery, there would be 588 to 768 halibut vessels and 2,336 to
3,072 halibut fishermen. These are in comparison to estimates of 3,769 vessels and 14,721 fishermen
without an IFQ program.

The sablefish model estimates do not inciude comparable estimates. However, it does provide
estimates for the combined effects of the more operational flexibility and a redistribution of catch to
more efficient vessels (see Section 2.2.13).

2.2.12 Effects of an IFQ Program on Harvesting Costs due to a Redistribution of Effort and Catch
to More Profitable Fishing Operations

An IFQ program will decrease harvesting costs by providing each fishing operation with substantially
more flexibility in determining how and when to harvest halibut. An IFQ program will also decrease
harvesting costs by redistribution fishing effort from high to low cost fishing operations. For the
halibut fishery, it has been estimated that this redistribution would have reduced total harvesting cost
in 1990, by approximately $9.8 to $12.7 million in total (Table 2.1). This is about $0.20 to $ 0.26 per
pound of halibut. Combined with the cost saving due to increased flexibility, the model’s estimate
of the total harvesting cost saving with an IFQ program is $45.8 to $52.8 million, excluding the bait
and gear loss savings included elsewhere.

For the sablefish fishery, it has been estimated that this redistribution would have reduced total
harvesting cost in 1989, by approximately $4.9. (Table 2.2).

2.2.13 Effects of an IFQ Program on Harvesting Activity due to a Redistribution of Effort and
Catch to More Profitable Fishing Operations

With one exception, the halibut cost model estimates that the 61-90 foot vessel class is the lowest cost
vessel class in each area. The exception is that in Area 2C, with a 50% reduction in catch per fishing
day, the 36-60 foot vessel class has the lowest cost per pound of halibut landings.

With the redistribution of all effort and catch to the low cost vessel class in each area, it is estimated
that there would have been 13,961 to 18,468 halibut fishing vessel operating days and 72,842 to
96,977 fisherman days compared to 27,769 to 37,135 vessel days and 109,147 to 144,948 fisherman
days with the partial adjustment to an IFQ program or compared to 68,138 vessel days and 265,328
fisherman days without an IFQ program.
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As noted above, a range of numbers of vessels or fishermen could be associated with these estimates
of vessel and fisherman days. If each vessel is fully employed in the halibut fishery, there would be
72 to 94 halibut vessels and 376 to 494 halibut fishermen. However, if on average, each vessel spends
only 50 days per year in the halibut fishery instead of 200 days, there would be 288 to 376 halibut
vessels and 1,504 to 1,976 halibut fishermen. These are in comparison to estimates of 3,796 vessels
and 14,721 fishermen without an IFQ program. The redistribution of catch and effort to the most
profitable vessel class for each area reduces the required numbers of vessel and fisherman days
because landings per vessel day or fisherman day are higher for the most profitable vessel class than
for most other vessel classes.

The sablefish model estimated that, at the extreme, an IFQ program in 1989 would have: (1) reduced
the number of sablefish vessels from 580 to 47; (2) reduced the number of sablefish fishermen from
2,925 to 256; (3) decreased the number of fishermen days from 83,251 to 58,252; and (4) increased
fishermen income per day from $213 to $315. As noted above, these estimated reductions in vessels
and fishermen are based on the assumption that the vessels and fishermen in the sablefish fishery will
be fully employed in that fishery. Therefore, they greatly overstate the actual reductions that will
occur with an IFQ program if the sablefish fishery remains one of several fisheries in which most
sablefish vessels and fishermen participate. The estimated percentage reduction in fishermen days
may provide a better estimate of the expected reduction in fisherman employment.

There are two reasons why the model may under estimate the effect of an IFQ program on
employment opportunities in the halibut fishery. First, no adjustment is made in the number of crew
members for a vessel class. Currently, there may be additional crewmen, who are only justified by
the need to fish more rapidly. Second, a larger percentage of the halibut quota will be taken as
bycatch in other hook and line fisheries. The former would result in a decrease in harvesting cost
that is not captured by the cost model and, therefore, not included in the cost savings listed above.
An estimate of the latter saving is presented in Section 2.2.21.

Each year the halibut fishery provides very brief employment opportunities for a large number of
fishing vessels and a larger number of fishermen. It provides longer employment opportunities for
a very small number of vessels and fishermen. With an IFQ program, the halibut and sablefish
fisheries will tend to provide longer employment opportunities but for fewer vessels and fishermen.

Some have suggested that TFQs would also reduce employment opportunities by increasing the use
of automated gear. It is not clear that this would occur. With IFQs there would be a much lower
premium on gear handling speed and a higher premium on product quality. These changes would
tend to decrease the advantages of automated gear and increase labor intensive activities, such as
bleeding, heading and gutting, and icing.

This change will obviously benefit some and impose costs on others. The magnitude of the cost will
on average be relatively small due to the large number of fishermen and vessel owners who receive
a small part of their annual income from the halibut fishery. It is difficult to determine whether the
cost of eliminating a brief employment opportunity for a large number of people is offset by the
benefit of providing a smaller number of people a longer employment opportunity. The same holds
true for the sablefish fishery, except that, for most vessels and fishermen, the current employment
opportunity is much shorter in the halibut fishery.

In considering the employment effects of an IFQ program, it should be remembered, that many

fishermen take a break from other fishing or non-fishing activities to participate in the halibut fishery.
Therefore, their alternative to participation in the halibut fishery is not unemployment. For others,
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the alternative is a short period of unemployment. This is also true for the sablefish fishery, but to
a lesser extent because typically the sablefish seasons are much longer than the halibut seasons.

There will be a transition cost for those whose immediate alternative is unemployment. That cost
will be high for an individual who had been heavily dependent on the halibut or sablefish fishery
employment opportunity and as a result would have to move or change substantially the way he
supports himself and his family.

Ir addition to providing longer periods of employment for the fishermen who remain in the halibut
fishery, an IFQ program will increase their daily earnings. There are two reasons for this. One is
the previously mentioned increase in fishing days per total operating days and the resulting increase
in landings per operating day. The other is the increase in the exvessel value of landings. The value
of landings will increase due to increases both in exvessel prices and in the percentages of halibut,
sablefish, and other species removals that are landed.

Over time, as crewshare agreements are changed to reflect the cost of obtaining IFQs or the
opportunity cost of using them, some of the benefits that an IFQ program will provide initially to
fishermen will be captured by those who own the IFQs. This adjustment could occur very rapidly.

2.2.14 Effects of an IFQ Program on the Bargaining Strengths of Fishermen, Vessel Owners, and

Processors

An IFQ program will increase the relative bargaining strength of whomever controls the IFQs. This
is because the IFQs will be a required input for landing halibut. If IFQs are freely transferable, a
fisherman, vessel owner, or processor could increase his bargaining strength by obtaining an IFQ.
The fact that anyone could do this decreases the gain in bargaining strength that an IFQ will provide
to any one group. ]

The initial distribution of quota shares will have an effect on the ability of individuals to obtain IFQs.
Those who are given QSs are made wealthier and more able to control IFQs. Therefore, an IFQ
program will increase the wealth and bargaining strength of the initial recipients of the QSs.

2.2.15 Effects of an IFQ Program on the Geographic Distribution of Halibut Landings

By increasing the flexibility fishermen will have in determining fishing and landing strategies, an IFQ
program can change the geographical distribution of landings. The transferability of IFQs will tend
to assure that the distribution of landings reflects most benefits and costs; however, it is difficult to
predict what the distribution of landings will be. Some of the effects of an IFQ program will increase
the competitiveness of ports close to the halibut grounds but other effects will decrease their
competitiveness. It is not known which will prevail. The ports that have relied heavily on tenders
for an advantage in obtaining landings or ports that are competitive principally due to the
concentrations of landings after each brief opening will tend to be less competitive with an IFQ
program. It is possible that the change in competitiveness will eliminate some ports as halibut and
sablefish landing sites. If halibut and sablefish landings were sufficiently important to a processor or
community at such a port, they could assure continued landings by obtaining IFQs or delivery
contracts with those who have IFQs.

The historical dependence of specific communities and regions on the halibut and sablefish fisheries

and the potential changes as a result of the proposed IFQ program are discussed more fully in
Chapter 3.
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2.2.16 (s} on_the Stability and Use of a Community’s Residential Labor

An IFQ program would provide greater flexibility in making use of a community’s residential labor
force. Landings and processing could be scheduled to make the best use of the residential labor force
and decrease the use of transient labor. However, it is not known to what extent an IFQ program
would change the use of resident and transient labor forces.

2.2.17 Effects of an IFQ Program on the Ability of Additional Communities to Participate in the
Halibut and Sablefish Fisheries

Some rural communities adjacent to the halibut and sablefish resources are not yet participating in
these fisheries. The residents of these communities typically lack the expertise and financial backing
necessary to invest in large fishing vessels and they also may lack convenient access to processing
facilities. The shorter the season the more difficult it is for these communities to attract processors
or interest existing processors in the landings. Without local processors, local fishermen are unable
to use their smaller fishing vessels for halibut or sablefish fishing. Three possible examples of
communities such as this, in regards to the halibut fishery, are Atka, St. George, and St. Paul, all in
the BS/AI area. These communities have shown interest in longline fisheries and two are expanding
harbor facilities. However, they have not participated fully in the halibut or sablefish fishery yet.

Rural coastal community involvement in the halibut fishery, with relatively few exceptions, is not
perceived to be a problem at this time. Most of the communities whose residents do not participate
are likely to be in areas where the halibut grounds are offshore and out of range of their traditional
vessels. These areas are also those with longer seasons so that these residents could have participated
in the past if they had been prepared. While they might become interested in the future, the
increases in effort from larger vessels is expected to shorten seasons, thereby decreasing the
opportunities for new involvement by these communities.

It is important to note that there are many rural Alaska coastal communities that rely heavily on
halibut for subsistence purposes. These communities also rely, to some extent, on halibut for income
in a commercial sense.

2.2.18 Effects of an IFQ Program on the Economic Stability of the Halibut or Sablefish Fishery and
Fishing Communities

On a year to year basis, industry members have no firm idea of whether or not they will be able to
secure sufficient product. This is the case in terms of both short and long-term planning. In areas
with only a few very short openings, if a vessel breaks down, a fisherman might miss all or a
substantial portion of the season. Likewise, increased fishing effort does not allow processors to plan
for consistent or orderly processing. The short-term discontinuities make planning difficult. Long-
term plans can be made but, unlike some other industries, participants are not guaranteed access to
halibut or sablefish. Several towns in southeast Alaska, especially Petersburg, traditionally had
longline fleets. These fleets now are partially diversified into other fisheries as a resuit of short
halibut and sablefish seasons. Likewise, with an increase in the number of vessels and stable or
decreasing stocks, fishermen who had relied on halibut or sablefish have had to turn to other fisheries
in order to maintain their income. In some instances, increased effort or decreased stocks will cause
fishermen to leave the fishery or the occupation. As fishermen switch fisheries or occupations their
living standards may suffer. This is especially true in communities which offer few alternatives to
fishing. In these communities, especially along the Alaskan coast, communities could experience
reduced income and population.
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The data presented in Table 2.5 demonstrates the volatility of participation in the halibut and
sablefish fisheries. Of the 7,992 different vessel owners who participated in the halibut fishery
between 1984 and 1990, 38% did so for only one year while only 9% participated all seven years.
It is estimated that 1,443 vessel owners participated in the fixed gear sablefish fishery between 1985
and 1990. Of these, 45% participated in only one year and only 6% participated all six years.

The implementation of an IFQ program would result in significant changes in the halibut and
sablefish fisheries. Initially, these changes would increase uncertainty and decrease stability.
However, once the adjustments are made, IFQs would decrease uncertainty and increase the ability
of fishermen and processors to plan their participation in the halibut fishery. By reducing the level
of overcapitalization, an IFQ program will also tend to dampen the ﬂuctuatxons in income and
employment associated with changes in quotas and landings.

2.2.19 Effects of an IFQ Program on Other Fisheries
The effects on other fisheries of the proposed IFQ program is the topic of Chapter 4.

2.2.20 Effects of an IFQ Program on Groundfish Discards in the Halibut and Sablefish Fisheries

When there is a premium on the rate of harvest, the costs of taking the time to retain bycatch are
higher. As a result, the bycatch of rockfish and other groundfish that might otherwise be retained
is discarded in the current open access fishery. The mortality rate for the discarded rockfish is aimost
100%, but much lower for other species. An IFQ program is expected to decrease the premium on
the rate of harvest and to increase the amount of bycatch that is retained by halibut and sablefish
fishermen.

This wili provide two types of benefits. It will increase the exvessel value of total catch because more
will be retained. It will also results in iess uncertainty concerning total fishing mortality for the
species taken as bycatch in the halibut and sablefish fisheries.

Because rockfish typically have been discarded, it is not known what the rockfish bycatch rate has
been in the halibut fishery. If a bycatch rate of 10% is assumed, as was done for the Canadian
halibut fishery, approximately 7.0 million pounds of rockfish were taken in the Alaska halibut fishery
in 1990. Using the average 1990 exvessel price of rockfish of $0.24 ($/Ib round weight) for all gear
or $0.41 for longline gear, the potential exvessel value of the rockfish bycatch in the halibut fishery
was from $1.7 million to $2.9 million.

In 1991, data from the weekly processor reports indicate that, excluding halibut, about 15% of the
groundfish catch in the BS/AI longline sablefish fishery was discarded. Therefore, the potential
increase in the value of catch if discards had been eliminated completely would have been
substantially less than 15%. The benefit of increased retention in the sablefish fishery is expected
to be less than that in the halibut fishery because the latter is a much more intensive fishery.

No attempt has been made to quantify the benefits of increased information concerning total
groundfish mortality in the halibut and sablefish fisheries. However, due to the limited available
information concerning some of these bycatch species and due to concerns that some of these species
may be at very low levels of abundance, such information could be very valuable in terms of allowing
better fishery management decisions to be made.
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2.2.21 -Effects of an IFQ Program on Halibut (Sablefish) Discard Mortality in the Halibut (Sablefish)
Fishery

Halibut discards in the halibut fishery can occur due to the bycatch of sub-legal halibut or due to
highgrading. But because there is not a minimum size limit for sablefish, sablefish discards in the
sablefish fishery occur only due to highgrading. The effects of an IFQ program on both sources of
halibut and sablefish discard mortality are discussed in this section.

An IFQ program is expected to decrease the mortality of sublegal halibut taken as bycatch in the
halibut fishery. The IPHC estimated that over 1 million lbs of sublegal halibut were killed in the
Alaska halibut fishery in 1990 (Table 2.6). This estimate is based on an estimate of the bycatch of
sublegals and a discard mortality rate of 25%. An IFQ program would reduce the opportunity cost
of the time required either to decrease the discard mortality rate or to move to areas with lower
bycatch rates. If an IFQ program had reduced the amount of sublegal halibut killed by 25% to 50%,
and resulted in a 250,000 to 500,000 pound increase in retainable catch, the increase in exvesse] value
net of harvesting costs would be from $0.3 to $1 million without accounting for the growth potential
of the sublegal halibut.

With the current race for fish, the incentive for fishermen to highgrade halibut or sablefish, that is
to discard lower priced halibut or sablefish in favor of higher priced fish, is reduced significantly
because the opportunity cost of time is very high and because there is no assurance that the fishery
will not be closed before there is time to replace the discarded fish. With IFQs the opportunity cost
of time, in terms of foregone landings, would be much lower and the potential for the fishery to be
unexpectedly closed would be eliminated. Therefore, the incentive to highgrade will be greater with
IFQs.

The incentive to highgrade is determined by the relative prices of different sizes and qualities of fish
and the cost of replacing lower priced fish with higher priced ones. The latter is determined by cost
per unit of catch and the size/quality composition of the catch. The incentive increases with an
increase in the price premium for larger or higher quality fish, a decrease in cost per unit of landings,
and an increase in the proportion of catch comprised of larger or higher quality fish. Using size
composition, size-specific exvessel price, and cost data for the 1989 Gulf of Alaska longline fishery,
it was concluded that, typically, there would not have been an incentive to highgrade if IFQs had
been in place (Norris, 1990). For instance, if marginal operating costs were $0.10 per pound, vessel
profit would increase 6% if sablefish under 4 pounds (eastern dressed weight) were discarded, but
in so doing the number of fishing days would increase 70% (Norris, 1990). The fishermen would
have made more money, but would have had to work many more days to accomplish it; time that may
have been more productively spent on other activities. Norris estimated that at higher marginal
operating costs there would be much less (if any) economic incentives to highgrade. However, there
probably would be increased highgrading with IFQs because the determinants of the incentive to
highgrade can vary among vessels, seasons, areas, and years.

An IFQ program is expected to increase highgrading in the halibut fishery. In 1990, there were two
reasons why highgrading halibut by size was not common, except of course for sublegals. First, most
halibut openings were so short that there was no time to discard and replace small fish. Second,
there was no price premium for specific sizes of halibut. An IFQ program would have decreased the
opportunity cost of the time required to replace lower valued halibut; therefore, price differentials
based on freshness or other determinants of quality probably would bhave resulted in increased
highgrading with IFQs. With IFQs, the preference for smaller halibut in the fresh markets may
prevent the reoccurrence of a price premium for large fish. In the absence of a significant price
differential by size, the incentive to highgrade may not increase substantially.
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The preliminary indications for the Canadian sablefish IVQ program are that highgrading probably
has not been as much of a problem as some expected because, with the IVQs, fishermen are better
able to take advantage of fishing grounds with a larger proportion of large fish.

No attempt has been made to quantify the potential increase in highgrading that would occur with
an [FQ program.

2.2.22 Effects of an IFQ Program Associated with Halibut Bycatch in the Groundfish Fishery

An IFQ program for halibut will tend to have three types of benefits with respect to the bycatch of
halibut in other fisheries. First, it will tend to decrease the cost of harvesting the halibut quota and
decrease discard mortality in other fisheries that will be allowed to retain halibut and, perhaps, even
in other fisheries that cannot retain bycatch but that can use IFQs to cover their halibut bycatch.
Second, it can eliminate or reduce the costs of halibut prohibited species catch (PSC) limit induced
closures for some fisheries. Third, it will reduce the number of allocation issues that the Council has
to address. The first two are discussed in this section, the third is discussed in Section 2.2.26.

Currently, with one exception, halibut taken as bycatch in other fisheries must be discarded and in
some fisheries the discard mortality is estimated to be as high as 75%. The exception is that halibut
bycatch can be retained in other hook and line fisheries during the brief halibut openings, but only
by vessels that were not fishing with longline gear within 72 hours of the halibut opening. This
means, for example, that in the Gulf of Alaska, most of the halibut taken in the longline sablefish,
cod, and rockfish fisheries counts against the longline fishery halibut PSC limit, has to be discarded,
and may result in the closure of these fisheries before the sablefish and cod TACs are taken.

Reducing Halibut Harvesting Costs and Discards By allowing IFQs to be used in halibut and other
hook and line fisheries, the transferability of IFQs can be used to allocated halibut between the
halibut fishery and other hook and line fisheries that take halibut as bycatch. This will tend to reduce
halibut discards. For example, in the Gulf where there is currently a longline groundfish fishery
halibut PSC limit of 750 mt of halibut, there would be no need to have such a limit, instead those
who take halibut as bycatch in the longline groundfish fisheries would simply be required to have
halibut IFQs to cover their halibut bycatch. This would eliminate a large part of the 750 mt halibut
discard mortality that is currently allowed.

For example, if half of the 750 mt of halibut discard mortality in the Gulf longline fishery were of
legal size, only the sublegals would have been discarded. This reduction in discard mortality would
have allowed an increase in halibut landings of about 620,000 Ibs net weight (0.5 x 750 mt x 2,205 lbs
per mt x 0.75). With an exvessel price of $1.82 to 2.46 per pound in 1990 with an IFQ program, the
exvessel value of the additional halibut landings would have been $1.1 to $ $1.5 million.

It would have also reduced the cost of halibut landings in 1990. The 750 mt halibut PSC limit is in
terms of halibut discard mortality and the discard mortality rate was assumed to be 13% in 1990. This
means that about 5,800 mt (round weight) or 9.6 million lbs (net weight) of halibut bycatch and
discards were associated with the 750 mt of discard mortality. If half of this bycatch were of legal
size and were retained, the 4.8 million lbs of halibut would have been harvested at a harvest cost that
approaches zero. If the marginal harvesting cost in the halibut fishery is $0.36 to $0.46 per pound
with an IFQ program, the retention of the retainable bycatch would have reduced total harvesting
costs by $1.7 to $2.2 million. The marginal cost with IFQs is used because the cost saving associated
with the reduction in marginal and average fishing costs due to an IFQ program is accounted for
elsewhere.
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No attempt has been made to generate comparable estimates of the foregone increase in halibut
landings and foregone decrease in halibut landing cost due to halibut bycatch mortality in the 1990
BS/AI longline groundfish fisheries or in other groundfish fisheries,

Cost of Halibut PSC Limit Induced Closures In 1990, the 750 mt halibut PSC limit for all fixed gear
fisheries in the Gulf did result in a closure of the longline sablefish fishery in the Western Gulf after
just over half of its 3,020 mt share of the TAC had been taken. This loss was offset partially because
catch exceeded the fixed gear apportionments of the sablefish TACs for the rest of the Gulf. Had
halibut IFQs been in place, the 1,500 mt of sablefish catch with an exvessel value of $2.3 million
would not have been foregone. The benefits of an IFQ program in terms of preventing such closures
would increase substantially if halibut PSC limits for the BS/AT longline fisheries became binding
constraints on catch in those fisheries. This type of benefit would also be increased substantially if
the IFQ program allowed other fisheries to use halibut IFQs to prevent or postpone halibut PSC
induced closures. No attempt has been made to estimate such benefits.

2.2.23 Effects of an [FQ Program Associated with Halibut Bycatch in the Salmon Troll Fishery

The effects of an IFQ Program associated with halibut bycatch in the salmon troll fishery are similar
in nature but smaller in magnitude compared to those in the groundfish fisheries. No attempt has
been made to quantify these effects for the troll fishery.

2.2.24 Effects of an TFQ Program on Under-Reported Landings

The ability of the NMFS and IPHC, respectively, to manage the sablefish and halibut resources
effectively depends on a number of factors including its ability to estimate total removals accurately.
Discard mortality is one source of uncertainty that has already been discussed. Another source of
uncertainty is the extent of under-reported landings.

An TFQ program will increase the amount of intentional under-reporting of landings. During a
halibut or sablefish opening, an individual fisherman or processor currently has little incentive to
under-report halibut or sablefish landings because the landings reported by an individual typically will
have little effect on whether there will be another opening and on the amount of fish the fisherman
or processor can take during the year. However, because a fisherman would have to use some of his
IFQ for each pound of halibut or sablefish he lands, the fisherman would have a greater incentive
to have his landings under-reported.

The actual incentive to under-report landings and the level of under-reporting would depend on the
exvessel price, the price of IFQs, harvesting costs, and the effectiveness of the monitoring and
enforcement programs. The effectiveness of these programs will depend on: (1) the amount of
money that is made available for them; (2) how efficiently that money is used; and (3) the level of
industry cooperation. At this time it is not known how much money will be available, what its source
will be, or how effectively it will be used. There is also considerable uncertainty concerning industry
cooperation.

Those involved in the development and monitoring of the Canadian IVQ programs for sablefish and
halibut have indicated that industry cooperation is a critical element in determining the success of
such a program. The types of cooperation that are desired range from accurate and timely submission
of information to assisting in the identification and prosecution of individuals who viclate the
regulations associated with the IFQ program.
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It has been suggested that there are two reasons why industry involvement in the development of the
IFQ program is critical with respect to industry cooperation. First, it tends to produce a program that
the industry considers to be its own and fair. Second, it will decrease the probability of bugs that
could result in a loss of confidence in the program.

2.2.25 Effects of an IFQ Program on_Ability to Prevent Landings from Exceeding Halibut or
Sablefish Quotas

The problem of unreported fishing mortality was addressed in the last section. A separate issue is
the ability to prevent reported removals from exceeding quotas. The difficulty of managing an
intensive open access fishery within the quotas is demonstrated by the data in Table 2.7. In 1990,
catch ranged from 60% to 208% of the area specific quotas and the quotas were exceeded in five out
of eight areas.

With IFQs, each person who uses an IFQ is responsible for not exceeding his IFQ. If the penalty
for exceeding an IFQ is sufficiently large, few IFQs will be exceeded and it is probable that catches
would be closer to the quotas. The probability of this occurring would tend to be greater if IFQs are
freely transferable. The Canadian experience indicates that sablefish quota overages were reduced
with IVQs. The Canadian halibut IVQ program, which just started in May of 1991, resulted in less
than the quota being taken because some fishermen who had planned to fish late in the year did not
take their full IVQs due to weather problems and a seasonal decrease in catch per unit of effort for
the traditional fishing areas. Fishermen are expected to learn from this experience; therefore, in the
future, total landings are expected to approximately equal the quota.

2.2.26 Effects of an JFQ Program on Pressure on the IPHC or Council to Increase Halibut and
Sablefish Quotas or Halibut PSQ Limits

Competing user groups often place demands on the IPHC and Council to supply them with halibut.
The response to such demands probably has not adversely affected halibut stocks but it has placed
a large burden on the [IPHC and Council processes. Two examples are requests for preferential local
access to halibut quotas in Areas 4C and 4E and requests for increased halibut PSC limits.

The need for the Council to respond to allocation issues would be decreased because the IFQ
program provides a fair and efficient mechanism for allocating halibut and sablefish quotas among
user groups. The market for IFQs will allow anyone who can make more productive use of the
resource with hook and line gear an opportunity to bid IFQs away from their existing owner.
Therefore, the need for the Council to intervene to assure a productive use of a quota would be
reduced and the need to establish halibut PSC limits for hook and line fisheries would be eliminated.
The same would be true for halibut PSC limits for other gear groups if halibut IFQs can be used to
cover bycatch taken with other gear.

IFQs would not eliminate all allocation requests. For example, some will request the Council to
intervene to protect them from the market solution generated by the IFQ program. An IFQ system
would, however, provide additional tools for use in responding to such requests.

The potential advantages of a market solution to allocation issues would be reduced by restrictions
on the transferability of QSs and IFQs. If a very restrictive IFQ program is implemented, more
allocation issues will have to be addressed by the Council and the Council will probably receive more
requests to change the IFQ program. Such a program may provide few advantages with respect to
the Council process compared to Alternative 1 (the status quo).
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Over the short term, (perhaps the first few years after implementation) even a less restrictive IFQ
system could increase the demands for Council attention. As with any new management system, an
IFQ system would have a number of problems and idiosyncracies that would need to be corrected.
Limited access systems established world-wide have required such adjustment after their initial
implementation.

It is not clear whether an IFQ program would increase or decrease the pressure on the Council and
IPHC to set higher quotas.- The longline industry has been a staunch proponent of conservative
quotas. The owners of quota shares may even have a greater interest in protecting the stocks, and
thus the value of their quota shares. However, in a given year, an increase in a quota would directly
translate into an increase in the IFQ of each quota share owner. Therefore, there could be pressure
to raise quotas. This would be offset to some extent by decreased pressure to increase PSC limits
if IFQs were used to allocate halibut among fisheries.

1t is not known what the net effect of an IFQ program would be on the pressure to increase halibut
or sablefish removals. But given the history of the IPHC and Council, any such changes are not
expected to adversely affect the long term productivity of the halibut and sablefish stocks.

2.2.27 Effects of an IFQ Program on the Ability of the Council and TPHC to Attain OY by
Preventing Excessive Fishing on Some Stock Components

Fishing effort and mortality that are concentrated in time and space can decrease the biological and
economic productivity of a stock and decrease the probability of attaining OY. An IFQ program
would result in effort and fishing mortality being dispersed substantially more in both time and space.
All else being equal, this would tend to decrease the possibility that some components of the halibut
or sablefish stock are fished too heavily while others are not fished heavily enough. However for
halibut, the benefits of a dispersed fishery could be reduced by increased problems with respect to
transboundry issues and stock assessment consistency issues. The former issue refers to the
interception of halibut migrating to and from spawning grounds. The IPHC has the authority to set
fishing seasons and areas if necessary to reduce or eliminate both problems.

2.2.28 Effects of an IFQ Program on Monitoring and Enforcement Costs

It is estimated that the cost of implementing an IFQ program would be about $2 million in
preparation for the first IFQ fishery year and about $2.7 million per year thereafter. These costs
estimates are discussed more fully in Chapter 5. Part of the startup and ongoing costs would not be
duplicated if an IFQ program were extended to for other fisheries.

2229 A Generalized Assessment of the Benefits of an IFQ System

The concepts of supply and demand can be used to demonstrate how an IFQ program will affect the
profitability of a fishery and to address the distribution of those profits between those who are
initially given QS and those who eventually use the IFQs to harvest sablefish. Such a discussion is
included in Appendix IV of the July 19, 1991 Environmental Impact Statement for Halibut IFQ
Alternatives.

2.2.30 Constraints on the Benefits of an [FQ Program

It was noted in the analysis of the sablefish IFQ program that if there is an additional constraint on
sablefish catch, such as the fixed gear halibut prohibited species catch (PSC) limit in the Gulf, an IFQ
program will not entirely replace the race for fish as the allocation mechanism and the benefits of
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an IFQ program could be reduced substantially unless the PSC limit is also apportioned as IFQs.
Under some circumstances, very low ABCs for some of the rockfish species taken as bycatch in the
halibut fishery could impose a similar constraint on the benefits of a IFQ program for the halibut
fishery. However, there are management measures that could be used to prevent this from

happening.
2.2.31 Summary of Changes in the Nature of the Fishery and the Distribution of Benefits

If there are not significant external benefits or costs associated with the use of part of a halibut or
sablefish quota, the private decisions of individuals concerning how to use IFQs and whether to buy
or sell IFQs would tend to result in the quotas being used productively from the perspectives of the
individuals and society as a whole. This does not mean that everyone would benefit from the
implementation of IFQs. As a result of changes in the nature of the fishery, some would benefit and
others would suffer losses. Because of the opportunities for participation in multiple fisheries, fleet
composition under an IFQ system cannot be determined in advance.

Those persons who take halibut incidentally to other hook and line fisheries, such as the salmon troll
or groundfish longline fisheries, would face a decision concerning IFQs. They could either discard
halibut bycatch or purchase IFQs and land it. Those catching halibut as bycatch would tend to have
lower production costs than those targeting on halibut. Therefore many multi-species fishermen
probably would decide to purchase IFQs and land their halibut bycatch. Those fishermen who were
not able to purchase sufficient IFQs or deliver an acceptable product given the nature of their fishing
operation would coatinue to discard.

There probably would be changes in the employment of crewmen that will benefit some fishermen
by providing improved employment opportunities but impose costs on others by adversely affecting
their employment opportunities. The use of IFQs is expected to decrease the total numbers of
vessels and fishermen in the halibut and sablefish fisheries. However, those who remained in the
fishery would be more fully employed. The demand for specific skills and, therefore, the employment
opportunities for fishermen with specific skills could change. The premium on speed would be
reduced and the premium on the ability to obtain higher recovery rates and assure the quality of the
product would increase. Therefore, those who have the former skills probably would have decreased
employment opportunities and those with the latter skills would have a smaller decrease or an
increase in their opportunities.

There would be transfers of income to the initial recipients of quota shares from those who either
purchase quota shares or IFQs from them. The initial recipients who have left the fishery would
clearly benefit from the IFQ program. Many of the other initial recipients would also benefit.

Those who would receive IFQs equal to or greater than their average annual landings would tend to
benefit from an IFQ program. Other current participants will receive IFQs that are less than their
average annual landings. The ability of such an individual to benefit from the IFQ program would,
in most cases, depend upon the efficiency of his vessel and crew and upon his skill in evaluating the
IFQ market. Those who would choose to buy additional quota shares and/or IFQs would do so only
if the expected benefits exceed the cost, but this does not assure that actual benefits will exceed the
cost of acquiring IFQs. Those fishermen who are unable to realize their initial profit expectations
after acquiring additional IFQs will have an incentive to increase the value of their product, reduce
their costs, or sell their IFQs to more efficient fishermen.

Compared to the status quo, some of those who would increase their participation in the fishery by
acquiring QSs and/or IFQs from others would benefit from the IFQ program and some would be
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adversely affected by it. The adverse effects would be due to the income transfer that would be made
to the initial recipients of the quota shares. In the absence of these transfers, that is if participants
in the fishery could have the benefits of IFQs without having to buy quota shares or IFQs, those who
use the IFQs would clearly benefit from the IFQ program. This means that, as a whole, the group
of initial quota share recipients and eventual IFQ users would benefit from an IFQ program.

23  Analyses of Specific Components of the TFQ Program
In establishing an IFQ program, there are four basic questions to be answered. They are listed below.
1 How extensive will the program be in terms of areas, gears, and species?
2, To whom will the IFQs be allocated? |
3. What will each person’s IFQ equal?
4, What can be done with one’s IFQ?
Beforc‘ arriving at the preferred alternative described in Chapter 1, the Council had analyzed and
considered a wide range of options for the specific provisions of an IFQ program. These provisions

relate, in essence, to the four basic questions listed above.

In selecting the specific elements of the IFQ program, the Council attempted to do the following:

1. address the problems that have occurred with the current management regime (see
Section 2.1);

2, link the initial QS allocations to recent dependence on the halibut and sablefish fixed
gear fisheries;

3. broadly distribute QSs to prevent excessively large QSs from being given to some
persons;

4. maintain the diversity in the fleet with respect to vessel categories;

5. maintain the existing business relationships among vessel owners, crews, and
Processors;

6. assure that those directly involved in the fishery benefit from the IFQ program by
assuring that the these two fisheries are dominated by owner/operator operations;

7. limit the concentration of quota shares ownership and IFQ usage that will occur over
time;

8. limit the adjustment cost to current participants including Alaskan coastal
communities;

9. increase the ability of rural coastal communities adjacent to the BS/AI to share in the

wealth generated by the IFQ program; and
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10. achieve previously stated Council goals and objectives and meet MFCMA
requirements.

Because many of these objectives conflict with each other, the Council attempted to select a set of
elements that provided a reasonable balance. For example, in considering the transferability of quota
shares, which is one of the most critical elements of an IFQ program, the Council was beset with
conflicting objectives. On the one hand it realized that some rationalization of the fleet is not only
desirable, but inevitable under a quota system. Consolidation is seen as being desirable for the health
of the industry. At the same time, the Council wished to place some constraints on the degree of
fleet reduction for social reasons. It has sought to achieve this by placing a number of restrictions
on the transferability of quota shares and the resulting individual fishing quotas. In particular, the
Council wished to see quotas remaining in the hands of fishermen who would use them. It did not
wish to see quotas held by absentee landlords with fishermen becoming share-croppers. It also wished
to preserve a diverse fleet structure. The Council was especially concerned with the perceived trend
for quotas to migrate into the hands of fewer and larger operators. Indeed, international experience
has supported this trend. In New Zealand for example, the top 30 quota holders controlled about
80 percent of the aggregate total allowable catches for all species as of 30 Aprit 1991. Of these, the
top three quota holders held 53 percent of the total allowable catches. Because this high level of
concentration of ownership reflects the historical dominance of the larger companies in the deepwater
fisheries which tend to have proportionately large total allowable catches relative to New Zealand’s
whole commercial fishery, it is not indicative of the expected level of concentration in the halibut and
sablefish IFQ fisheries, even in the absence of many of the transferability restrictions the Council is
recommending.

23.1 The scope of the IFQ program

The IFQ program would apply to all commercial harvest of halibut off Alaska and all commercial
harvest of sablefish in the EEZ off Alaska with fixed gear, as defined above. The program is limited
to these two fisheries because these fisheries are currently characterized by a number of probiems
that diminish the net benefits that they can generate and because many participants in these fisheries
have requested management changes to resolve the problems. Limiting the program to only these
two fisheries will intensify the level of participation and management problems in other fisheries and
prevent the use of IFQs to solve allocation issues between fixed gear fisheries and other fisheries that
use the halibut and sablefish resources. However, the implementation of an IFQ program is a
sufficiently large management change that limiting its initial use in these ways serves numerous
purposes, both in industry and management. The extension of the IFQ program beyond these two
fisheries would have delayed final Council action substantially.

By including all areas off Alaska for halibut and the EEZ for sablefish, the potential for an IFQ
program in only some areas greatly intensifying participation in other areas off Alaska is eliminated.
The Southeast Inside sablefish fishery, which is in State waters, is excluded; however, adverse effects
on that fishery will be prevented by the State limited entry program that is in place for that fishery.

By allowing halibut and sablefish IFQs to be used in halibut, sablefish, and other fixed gear fisheries,
the transferability of IFQs can be used, within limitations, to allocate halibut and sablefish between
the fixed gear fisheries that target on these two species and other fixed gear fisheries that take halibut
and sablefish as bycatch. The associated benefits were discussed in Sections 2.2.22 and 2.2.26.
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232 To whom will guota shares be allocated?

Initial assignments of halibut quota shares shall be made to each person who owned or leased a vessel
with legal fixed gear halibut landings from off Alaska for 1988 through 1990. Similarly, initial
assignments of sablefish quota shares shall be made to each person who owned or leased a vessel with
legal fixed gear sablefish landings from the EEZ off Alaska for 1988 through 1990. For the purposes
of the IFQ program, "person” means any individual who is a citizen of the United States or any
corporation, partnership, association, or other entity (whether or not organized or existing under the
laws of any state) which meets the requirements set forth in 46 CFR Part 67.03, as applicable.

By limiting those who are given QSs to non-foreign persons, the initial benefits to the Nation will be
greater than if some of the initial benefits were given to historical participants from other countries.

The rationale behind assignment of quota shares to vessel owners and lease holders is that those
individuals who have borne the greatest financial risk in developing the harvesting sector should be
rewarded with the initial allocation of QSs. This manner of assignment would also smooth the
transition to managing through the use of IFQs by maintaining essentially the same business
relationships within the harvesting sector. In other words, vessel owners and lease holders will
continue, at least in the short run, to organize fishing activity, subject to existing levels of processing
demand and labor supply. Crew members are expected to become more involved in such decisions
through the purchase of quota shares or IFQs.

The inclusion of lease holders in the initial allocation of quota shares is likely to create some
implementation problems. Because there is no clear definition of what constitutes a bareboat charter
or lease, the potential for creating a derisive and contentious judicial process exists. Also, given a
complete lack of historical data regarding vessel leases, the analysis available to the Council and the
Secretary prior to adoption of the amendment will be unable to estimate reliably the magnitude and
cost of that judicial process.

The contribution of other past participants in the fishery, such as crew members, has been discussed.
Including crew members among the initial recipients of QSs would: (1) substantially increase the
difficulty of determining what QS to give to each person because neither the State of Alaska nor
NMEFS has records on participation by crew members and because a decision would have to be made
on how to split QSs among owners, skippers, and crewmen; (2) have the potential to increase the
bargaining position of crew relative to owners compared to both the status quo and Alternative 2;
(3) decrease the value of the QSs given to each person other than a crew member by more broadly
distributing QSs; (4) add to the costs associated with limitations on the sale of IFQs; and (5) make
the program more equitable or less equitable depending on one’s perspective, Typically, crew
members who do not have landings recorded in their own names have not been given special
consideration when limited access programs have been implemented.

In recognition of the investment that crew members have made in the fishery and in an attempt to
assure that the traditional progression from crew member to vessel owner will continue, only bona
fide crew member or initial QS recipients would be able to purchase catcher boat QSs and IFQs or
to use catcher boat IFQs. A "bona fide fixed gear crew member,” is defined as any person that has
acquired commercial fish harvesting time at sea (i.e. fish harvesting crew), that is equal to 5 months
of any commercial fish harvesting activity in a fishery in state or federally managed waters of the U.S.
Additionally any individual who receives an initial allocation of QS will be considered a bona fide
crew member. This provides an advantage to crew members at a cost to the initial QS recipients in
that crew members will only have to compete among themselves to purchase catcher boat QS or
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IFQs. This will tend to reduce the prices of catcher boat QSs and IFQs, but probably not
substantially.

Limiting the QS recipients to those with landings for 1988 through 1990 will eliminate those who
have not been recent participants. This will: (1) decrease the number of persons who receive QSs;
(2) increase the QSs of those who recently have been dependent on the fishery; (3) allow a more
rapid adjustment to a rationalized fishery; and (4) be less disruptive in that recent participants will
receive IFQs that are closer to their average historical landings.

2.33 The initia] distribution of quota shares

The amount of the initial halibut (sablefish) quota shares for an area assigned to each person will
equal the halibut (sablefish) landings for the person’s best five years of 1984 through 1990 (1985 and
1990) for that area. The historical landings of a vessel will be counted as the lease holder’s if there
is one; otherwise, they will be counted as the vessel owner’s. This will be done on a trip by trip basis.
The initial assignment of quotas shares to each person by vessel class will be based on the vessel class
used in the most recent year through September 25, 1991. Specifically, if a vessel is determined to
be in a specific class and that vessel was used in the most recent year of participation by the owner
or lease holder, then all qualifying pounds credited to that person during the qualifying years shall
be assigned to that vessel class. However, if the owner or lease holder participated in the most recent
year using vessels in more than one vessel class, qualifying pounds will be assigned to separate vessel
classes in proportion to the landings made with each vessel class.

The beginning year of each of these catch history periods was selected to assure that the initial
distribution of QSs reflected the long-standing participation and dependence on the fisheries. Many
of those with five or more years of landings would have received IFQs in 1991 that were at least 80%
of their average annual landings. ’

There are two reasons why the end of the qualifying periods is 1990. First, extending it beyond that
would have provided an incentive both for additional fishermen to enter the fishery and for previous
entrants to adopt extreme fishing methods in order to increase their landings and, therefore, the QSs
they would receive if an IFQ program is implemented. This speculative activity would have
intensified the race for fish and imposed substantial costs on the fishery in 1991. Second, it would
have made it more difficult for a person to calculate what his QS and IFQ would be by area for each
of the alternatives being considered.

Extending the qualifying period past 1990 would benefit those who participated in 1991 compared
to those who only participated prior to 1991. It would reward those who increased their participation
in the 1991 fishery in the hope that the qualifying period would be extended. It could decrease the
credibility of the Council process to the extent that potential or actual participants were led to believe
that the period would not be extended. It would result in a broader dispersion of QSs and increase
the QSs given to current participants. Finally, it would increase the cost of determining the QS to
be given to each person because it would require the use of an additional year of landing records and
the resolution of the associated additional discrepancies between agency data and vessel owner data.

Each person’s worst year or worst two years, respectively, of sablefish or halibut landings during the
selected catch history periods will be ignored. This will be done by management area. One reason
for doing this is that it is to some extent a substitute for providing special compensation for a person
who had unusually low catch in one or two years, respectively, due to the loss of or damage to a
vessel, illness, the Exxon Valdez oil spill, or other unusual circumstances. These two methods of
dealing with variability in participation will often result in quite different QSs being given to a person
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with highly variable participation, particularly if the person had participation in a small number of
years. However, if this is an acceptable substitute for special compensation, it could reduce
substantially the duration and cost of the appeals process.

Ignoring each person’s one or two worst years provides an advantage to those with variable landings
compared to those with stable landings. This tends to reduce the QSs of the highliners and increase
the QSs of the less productive fishermen because the highliners tend to have consistently high
production years where as other fishermen tend to have greater fluctuations in their landings. It also
provides increased benefits to those who have landings in few years at the expense of those who have
landings in all years of the selected catch history periods.

The recommended treatment of persons with qualifying landings for multiple vessel classes differs
between persons with multiple vessel classes for different years but only 2 single vessel class during
their final year and persons with multiple vessel classes their final year. For the former, all qualifying
landings are credited to the last vessel class. But for the latter, qualifying landings are apportioned
among the vessel classes used during the final year.

The former rule is intended to be less disruptive in that it will allow those persons to use all of the
{FQs associated with their initial QSs on the last class of vessel they owned or leased through
September 25, 1991. The latter is intended to prevent persons who owned or leased vessels in more
than one vessel class during their last year from having the option of which type of QS they would
receive. The problem with the latter rule is that it results in quite different treatment for two persons
who may have very similar catch histories. For example, if there were two halibut fishermen who
each owned a 55 foot boat and landed 50,000 Ibs of halibut per year for 1984 through 1990, if each
purchased a 70 foot boat in late 1990, but if one fisherman also kept his smaller boat and the other
fisherman sold his before 1991, all of the catch history of the former fisherman would be credited
toward QSs for 36’ - 60’ vessel class and all of the other fisherman’s catch history would be credited
to QSs for the larger than 60’ vessel class. Letting those with multiple vessel classes during their last
year choose which type of QS they will receive may be beneficial for a small percentage of the initial
recipients of QSs and it would eliminate an equity problem without having a significant effect on the
overall distribution of QS by vessel class.

Basis_of Estimated Distribution of QS and IFQs

Fish tickets and vessel license data through 1990 were used to estimate the initial distributions of QSs
and IFQs for halibut and sablefish. There are several reasons why the numbers discussed below are
estimates and not precise calculations. The vessel license data used identifies one person as the
owner of a vessel for each year; therefore, it does not necessarily reflect the owner associated with
each landing for a vesse] that was owned by different people during a year. Information on lease
holders is not included in the data. Therefore, the number of QS recipients will be greater than
estimated and the distribution of the QS recipients could differ. There is uncertainty concerning the
residency of some vessel owners, the length of some vessels, and the ownership of some vessels.
Vessel ownership and fish ticket data for 1991 were not used to identify the last vessel class(s) of
each owner.

These data deficiencies are not expected to significantly affect the comparisons that are made below.
However, if an IFQ program is approved, these data deficiencies would be reduced to assure that
correct QS is given to each person who qualifies. A final source of error, that cannot be corrected
for, is that some of those who would qualify for QSs would not apply for them. All else being equal,
this results in the number of QS recipients being overestimated and the IFQs per recipient being
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underestimated. The magnitude of the errors would not be known until the application and appeals
process is completed.

In making these estimates, residency for 1984 through 1990 is based on the apparent residency of a
vessel owner for each year as determined by the owners address. The residency of QS and IFQ
recipients is based on the most recent apparent residency of each vessel owner.

Each owner of vessels in more than one vessel class in a year appears in more than one vessel class
that year, but is counted only once in determining the total number of owners each year. This means
that the numbers of vessel owners by size class sums to more than the total number of owners. Such
an owner was placed in his most recent vessel class or the largest class he used in his most recent year
for the purposes of assigning QS or IFQ to vessel classes. Therefore, although the historical
participation of a single vessel owner may appear in more than one vessel class, his QSs and IFQs
are all in one vessel class. The Council’s recommendation differs from this in that it would allocate
QSs to multiple vessel classes for a person who had multiple vessel classes in his last year. Although
this difference may be significant for a small percentage of the initial recipients of QSs, it should not
have a significant effect on the estimates discussed in this report.

The estimates of the distributions of IFQs are based on 1991 fixed gear TACs and are not adjusted
for the community development quotas that may be deducted from the TACs for some management
areas before annual IFQ distributions are made. Because there will be some adjustment between QS
owners from the CDQ areas and other areas, the distribution of IFQs for the fisheries as a whole
should not be affected significantly.

Comparisons of the distributions of vessel owners and QS recipients

Estimates of the annual distributions of halibut vessel owners by residence and by vessel classes and
corresponding estimates of the distributions of QS recipients are presented in Tables 2.8 - 2.10,
respectively, for the halibut and sablefish fisheries individually and combined. These estimates are
for all management areas combined. Similar tables for each management areas are in Appendix D
and tables with information by census district but not by vessel class are presented in Chapter 3.

The following are summary statements for the halibut data in Table 2.8.

L The annual number of vessel owners who participated in the halibut fishery ranged from a
low of 2,479 in 1985 to a high of 3,883 in 1990; however 5,484 vessel owners will be given
QSs.

2. The percentage of owners who were Alaska residents ranged from 87.0% in 1990 to 89.4%
in 1988 and 87.3% of the QS recipients are Alaska residents.

3. The percentage of vessel owners in the under 36 foot class ranged from a low of 52.0% in
1990 to a high of 63.4% in 1984. The percentage of QS recipients with this class of vessels
is 56.3%.

4. The percentage of vessel owners in the 36-60 foot class ranged from a low of 32.1% in 1984
to a high of 44.1% in 1990. The percentage of QS recipients with this class of vessels is
38.2%.

5. The percentage of vessel owners in the over 60 foot class ranged from 3.5% in 1984 to 5.5%
in 1986. The percentage of QS recipients with this class of vessels is 5.0%.
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6. “The percentage of vessel owners in the freezer boat class range from 0% in 1984-86 to 0.2%
for 1988 and 1990. They would account for 0.2% of the QS recipients. Note that because
no vessels have participated in the halibut fishery as freezer boats, vessels will be assigned to
this vessel class on the basis of being freezer boats in other groundfish fixed gear fisheries.

The following are summary statements for the sablefish data in Table 2.9.

1. The annual number of vessel owners who participated in the fixed gear sablefish fishery
ranged from a low of 244 in 1985 to a high of 706 in 1988; however 1,094 vessel owners will
be given QSs.

2 The percentage of owners who were Alaska residents ranged from 70.1% in 1985 to 76.6%
in 1988 and 74.4% of the QS recipients are Alaska residents.

3 The percentage of vessel owners in the under 61 foot class ranged from a low of 67.6% in
1985 to a high of 80.5% in 1988. The percentage of QS recipients with this class of vessels
is 79.3%.

4. The percentage of vessel owners in the over 60 foot class ranged from a low of 17.0% in 1988
and 1990 to a high of 29.9% in 1985. The percentage of QS recipients with this class of
vessels is 15.4%.

5. The percentage of vessel owners in the freezer boat class range from 2.1% in 1987 to 3.7%
in 1989. They would account for 3.6% of the QS recipients.

The following are summary statements for the combined halibut and sablefish data in Table 2.10.

L The annual number of vessel owners who participated in the fixed gear halibut or sablefish
fishery ranged from a low of 2,507 in 1985 to a high of 3,916 in 1990; however 5,626 vessel
owners will be given QSs.

2. The percentage of owners who were Alaska residents ranged from 86.5% in 1990 to 88.9%
in 1985 and 86.4% of the QS recipients are Alaska residents.

3. The percentage of vessel owners in the under 36 foot class ranged from a low of 51.7% in
1990 to a high of 57.5% in 1985. The percentage of QS recipients with this class of vessels
is 55.3%.

4. The percentage of vessel owners in the 36-60 foot class ranged from a low of 37.3% in 1985
to a high of 43.9% in 1990. The percentage of QS recipients with this class of vessels is
38.2%.

5. The percentage of vessel owners in the over 60 foot class ranged from 5.1% in 1985 to 6.1%
in 1986. The percentage of QS recipients with this class of vessels is 5.2%.

6. The percentage of vessel owners in the freezer boat class range from 0.2% in 1985 to U.7%
in 1989. They would account for 0.7% of the QS recipients.

Due to the interest there is in the levels of participation in BS/AI halibut and sablefish fisheries by

residents of the adjacent communities, a list of the communities or census districts that are considered
to be adjacent to each management area, data concerning the historical distributions of halibut vessel
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owners and the distributions of QS recipients between local residents and other fishermen for the
management areas within the BS/AI area, and similar distribution data for the fixed gear sablefish
fishery, respectively, are presented in Tables 2.11, 2.12, and 2.13.

The following summarize some of the halibut data in Table 2.12,
1. There was no participation in the Area 4B or 4D fishery by local residents.

2 Residents of communities adjacent to Area 4C accounted for from 41% of the vessel owners
associated with Area 4C landings in 1987 to 78.4% of these owners in 1984 and they would
account for 41.5% of the QS recipients for Area 4C.

3. Residents of communities adjacent to Area 4E accounted for from 62.2% of the vessel
owners associated with Area 4E landings in 1990 to 94.2% of these owners in 1987 and they
would account for 63.9% of the QS recipients for Area 4E.

The following summarize some of the sablefish data in Table 2.13.

1. Residents of communities adjacent to the Aleutian Islands area accounted for from 0.0% of
the vessel owners associated with Al Area landings in most years to 2.2% of these owners in
1990 and they would account for 0.7% of the QS recipients for that area.

2, Residents of communities adjacent to the Bering Sea area accounted for from 1.3% of the
vessel owners associated with BS area landings in 1987 to 15.7% of these owners in 1988 and
they would account for 7.1% of the QS recipients for that area.

Comparisons of the distributions of landings and IFQs

Estimates of the annual distributions of fixed gear halibut and sablefish landings by residence of the
vessel owner and vessel classes are presented in Tables 2.14 - 2.16. These tables also contain
corresponding estimates of the distributions of IFQs based on the 1991 TACs. These estimates are
for all management areas combined. Similar tables for each management area are in Appendix D
and tables with information by census district but not by vessel class are presented in Chapter 3. As
noted above, for all of the following comparisons, it is assumed that all of the fixed gear halibut and
sablefish TACs are apportioned as IFQs. This will overstate the actual IFQs by the proportion of
the TACs that are used for community development quotas but should not have a significant effect
on the percentage distributions.

The following comparisons can be made among the historical distributions of halibut landings and the
distributions of halibut IFQs based on 1991 fixed gear TACs (Table 2.14).

1. The percentage of landings accounted for by Alaska residents ranged from a low of 66.2%
in 1984 to a high of 77.6% in 1988 and Alaska residents will receive 72.8% of the halibut
IFQs..

2. The percentage of landings accounted for by vessels in the under 36 foot class ranged from

alow of 11.1% in 1985 to a high of 16.5% in 1988 and the percentage of IFQs accounted for
by this vessel class is 11.1%.
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3. The percentage of landings accounted for by vessels in the 36-60 foot class ranged from a low
of 53.9% in 1984 to a high of 63.1% in 1990 and the percentage of IFQs accounted for by
this vessel class is 56.7.

4, The percentage of landings accounted for by vessels in the over 60 foot class ranged from a
low of 22.7% in 1990 to a high of 33.2% in 1985 and the percentage of IFQs accounted for
by this vessel class is 31.2%.

S. Prior to 1988, there were too few freezer boats to report their catch. Since then, they
accounted for from 0.4% of all halibut landings in 1988 to 1.0% in 1989. They will account
for 1.0% of all IFQs. Note again that because no vessels have participated in the halibut
fishery as freezer boats, vessels will be assigned to this vessel class on the basis of being
freezer boats in other groundfish longline fisheries.

The following comparisons can be made among the historical distributions of sablefish landings and
the distributions of sablefish IFQs based on 1991 fixed gear TACs (Table 2.15).

1. The percentage of fixed gear sablefish landings accounted for by Alaska residents ranged from
a low of 45.6% in 1985 to a high of 51.9% in 1987. Alaska residents will receive 49% of the
fixed gear sablefish IFQs.

2. The percentage of landings accounted for by vessels in the under 61 foot class ranged from
a low of 32.9% in 1985 to a high of 59.3% in 1990 and the percentage of IFQs accounted for
by this vessel class is 49%.

3. The percentage of landings accounted for by vessels in the over 60 foot class ranged from a
low of 25.8% in 1990 to a high of 40.4% in 1985 and the percentage of IFQs accounted for
by this vessel class is 34.3%.

4, Freezer boats accounted for from 12.8% of all fixed gear sablefish landings in 1989 to 26.7%
in 1985. They will account for 16.6% of all IFQs.

The following summary statements are for the fixed gear halibut and sablefish fisheries combined
(Table 2.16). This table indicates the distribution of the exvessel value of the fixed gear halibut and
sablefish fisheries combined and the distribution of the exvessel] value of the catch associated with the
IFQs.

1. The percentage of landings value accounted for by Alaska residents ranged from a low of
60.8% in 1985 to a high of 65.3% in 1986. Alaska residents will receive 64.3% of the exvessel
value of catch associated to the IFQs.

2. The percentage of landings value accounted for by vessels in the under 36 foot class ranged
from a low of 6.8% in 1989 to a high of 8.6% in 1987 and the percentage of IFQ exvessel
value accounted for by this vessel class is 7.4%.

3. The percentage of landings value accounted for by vessels in the 36-60 foot class ranged from

a low of 46.3% in 1985 to a high of 60.9% in 1990 and the percentage of IFQ exvessel value
accounted for by this vessel class is 53.6%.
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4. The percentage of landings value accounted for by vessels in the over 60 foot class ranged
from a low of 24.1% in 1990 to a high of 36% in 1985 and the percentage of IFQ exvessel
value accounted for by this vessel class is 32.3%.

5. The percentage of landings value accounted for by freezer boats ranges from 5.6% in 1986
to 10.4% in 1985. They will account for 6.6% of all IFQ exvessel value.

Due to the interest there is in the levels of participation in BS/AI halibut and sablefish fisheries by
residents of the adjacent communities, data concerning the historical distributions of landings and the
distributions of IFQs between local residents and other fishermen for these areas are presented in
Tables 2.17 and 2.18.

The following summarize some of the halibut data in Table 2.17.

1. There was no participation in the Area 4B or 4D fishery by local residents.

2. Residents of communities adjacent to Area 4C accounted for from 15.4% of the landings
- from that area in 1987 to 69.6% in 1988 and they would account for 35.3% of the Area 4C

IFQs.
3. Residents of communities adjacent to Area 4E accounted for from 37.0% of the landings

from that area in 1990 to 90.8% in 1986 and they would account for 53.2% of the 4E IFQs.

The following summarize some of the sablefish data in Table 2.18.

1. Residents of communities adjacent to the Aleutian Islands were too few in numbers and the
data are confidential.

2. Residents of communities adjacent to the Bering Sea area accounted for 2.2% of the BS area
landings in 1988 and they would account for 0.6% of the BS IFQs. The data are confidential
in the other years.

Table 2.19 summarizes the distribution of halibut landings by management area and area of residence
for two periods, 1984-90 and 1988-90. It also includes estimates of the distributions of halibut IFQs
based on 1991 TACs. The data in these tables, for example, indicate that residents of S.E. Alaska:
(1) accounted for 87.7% of the area 2C landing for 1984-90, (2) accounted for 26.6% of the landings
from all areas for the same period, (3) accounted for 90.5% of the area 2C landings for 1988-90, (4)
accounted for 28.1% of all landings for that period, and (5) would have received 89.4% of the area
2C IFQs and 25.2% of all IFQs based on 1991 TAGC:s.

Table 2.20 summarizes the distribution of fixed gear sablefish landings by management area and area
of residence for two periods, 1985-90 and 1988-90. It also includes estimates of the distributions of
halibut IFQs based on 1991 TACs. The data in these tables, for example, indicate that resideats of
the Kodiak area: (1) accounted for 12.8% of the Central Gulf landing for 1985-90, (2) accounted
for 7.0% of the landings from all areas for the same period, (3) accounted for 9.4% of the Central
Gulf landings for 1988-90, (4) accounted for 5.3% of all landings for that period, and (5) would have
received 11.1% of the Central Gulf IFQs and 6.3% of all IFQs based on 1991 TACs.
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arisons o atio dings apd

Six methods of depicting the distributions of annual landings among individual vessel owners and the
corresponding distributions of IFQs are presented in Tables 2.21 - 2.26, Tables 2.27 - 2.32, and Tables
2.33 - 2.38, respectively, for halibut, sablefish, and the two combined. Similar tables by management
area will be included in Appendix D if available. For each level of landings and IFQs, these tables
indicate the number of vessel owners, the cumulative number of vessel owners, the percentage of
vessel owners, the cumulative percentage of vessel owners, the percentage of total landings and IFQs
accounted for, and the cumulative percentage of total landings and IFQs accounted for. The second
type of table, but by census district of vessel owners, is included in Chapter 3.

For the halibut and sablefish fisheries combined, the distribution of QS recipients is substantially less
skewed toward the high end than is the distribution of catch. This is the result of the QS distribution
rules that: (1) distribute QS to many more persons than fished in any one year and (2) ignore one
or two years of catch history for each person. :

One measure of this difference between the annual distributions and the IFQ distribution is provided
by a comparison of numbers of persons with annual catch as opposed to IFQs equal to or greater
than a specific level. From 1985 to 1990, the number of halibut and sablefish vessel owners with
combined halibut and sablefish landings of at least 200,000 lbs range from 85 in 1985 to 158 in 1988;
however, based on 1991 TACs, only 109 vessel owners would receive halibut and sabiefish IFQs that
combined are at or above this level (Table 2.33). The number of vessel owners with a combined
catch of more than 100,000 Ibs ranged from 161 in 1985 to 283 in 1988 but only 232 would receive
IFQs that would exceed 100,000 Ibs (calculated using data in Table 3.34).

Another measure of the difference between the annual distributions and the IFQ distribution is
provided by a comparison of the percentages of persons with annual catch as opposed to IFQs equal
to or greater than a specific level. The percentage of vessel owners with annual combined catch of
at least 200,000 lbs ranged from 3.4% in 1985 to 4.5% in 1989 but only 2.0% will receive IFQs that
total at least 200,000 lbs (Table 3.35). The percentage of vessel owners with annual catch greater
than 100,00 Ibs ranged from 6.3% in 1990 to 7.9% in 1986 but only 4.2% will receive IFQs that
exceed 100,000 lbs (Table 2.36).

A final measure of the difference between the annual distributions and the IFQ distribution is
provided by a comparison of the percentage of catch as opposed to IFQs accounted for by persons
with annual catch or IFQs equal to or greater than a specific level. From 1985 through 1990, the
percentage of total catch accounted for by vessels owners with at least 200,000 1bs of catch ranged
from 49.8% in 1990 to 56.1% in 1989 but those who will receive IFQs of at least 200,000 lbs will
account for only 44.7% of the IFQs (Table 2.37). The percentage of catch accounted for by those
with annual catch greater than 100,000 Ibs ranged from 63.3% in 1990 to 68.4% in 1989 and those
who will receive IFQs greater than 100,000 Ibs will account for 62.3% of the IFQs {Table 2.38).

The transferability of QSs and IFQs would permit the eventual distribution of IFQs to differ
significantly from that of the initial allocation. There would have to be substantial transfers of QSs
to the high end for the distribution of IFQs to become as shewed toward the high end as was the
historical distribution of catch. To the extent that QS are transferred to full time halibut and
sablefish vessels, the distributions will become more concentrated at the high end. However, this
would not happen if halibut and sablefish IFQs are used principally either by vessels that take halibut
as bycatch or by vessels that continue to participate in a variety of fisheries. The latter two types of
operations are expected to be very competitive in bidding for QSs and IFQs. This combined with the
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ownership and use limitations recommended by the Council could prevent the distribution of catch
from becoming as concentrated at the high end as the historical catch.

Comparisons of landings and IFQs for individual participants,

Because the QS qualification rule uses a three-year qualification period, the number of vessel owners
who will receive QSs is substantially greater than the number of vessel owners for any one year.
Therefore, most vessel owners will receive an IFQ that is less than their average annual landings or
their 1990 landings if they had any. The extent to which people wiil have to obtain additional IFQ
to maintain their average or 1990 landings determines how disruptive an IFQ program will be. For
the following comparisons of historical catch and IFQs, the IFQs are based on 1991 TAGs.

The number and percentage of vessel owners with an IFQ to average landings ratio for each of
several ranges of values are presented in Figures 2.1 and 2.2, respectively, for halibut and sablefish.
The average for each person is the person’s total catch for the period divided by the number of years
the person participated in the halibut (sablefish) fishery between 1984 and 1990 (1985-1990). It is
estimated that 31.4% of the halibut vessel owners will receive IFQs less than 20% of their average
annual catch, 29.3% will receive IFQs that are from 80% to 100% of their average catch, and 37%
will receive IFQs that exceed their average catch (Figure 2.1). For sablefish it is estimated that
24.2% of the vessel owners will receive IFQs less than 20% of their average annual catch, 3.7% will
receive IFQs that are from 80% to 100% of their average catch, and 71.5% will receive IFQs that
exceed their average catch (Figure 2.2).

The number and percentage of vessel owners with an IFQ to 1990 landings ratio for each of several
ranges of values are presented in Figures 2.3 and 2.4 for halibut and sablefish, respectively. Vessel
owners with no landings in 1990 are not included. For halibut, 21.1% of the vessel owners would
have IFQs equal to less than 20% of their 1990 catch, 15.4% would receive from 20% to 40%, 14.5%
would receive 40% to 60%, 14.9% would receive 60% to 80%, 9.0% would receive 80% to 100%,
and 25.2% would receive IFQs that exceeded their 1990 catch (Figure 2.3). For sablefish, 24.7% of
the vessel owners would have IFQs equal to less than 20% of their 1990 catch, 16.8% would receive
from 20% to 40%, 13.7% would receive 40% to 60%, 12.0% would receive 60% to 80%, 8.3% would
receive 80% to 100%, and 24.2% would receive IFQs that exceeded their 1990 catch (Figure 2.4).

234 Vessel classes

The QSs and resulting IFQs will be vessel class specific. The halibut vessels classes are:
catcher boats < 35 feet LO.A.,

catcher boats > 35 feet and < 60 feet,

catcher boats > 60 feet, and
freezer boats.

o oTP

The sablefish vessels classes are:
a. catcher boats < 60 feet L.O.A.,
b. catcher boats > 60 feet, and
c. freezer boats.

During the qualification -period, a vessel is considered to have been a freezer boat in a given year,
if during that year it processed any of its commercial fixed gear groundfish landings.
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Figure 2.1 Estimated number and percentage of halibut vessel owners by
"the ratio of IFQs to average landings for QS preferred

- alternative.
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Figure 2,2 Estimated number and percentage of sablefish vessel owners

by the ratio of IFQ0s to average landings for QS preferred
alternative.
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Figure 2.3 Estimated number and percentage of halibut vessel owners by
the ratio of IFQs to 1990 landings for QS preferred
alternative.

Hal fbut
800
1. 1%
BOD R 20.0%
700 |- ': s o
'-_ 15.4% RN
€00 % 14.5%  14.9% B 2
€  soo : S B = S
! S k 5 32 o]
5 s 200000y v 0%
= 400 -~ B X E X e e 9.(% o
X s 20 oun T
300 o E o R ¢ :-'-I
X 22 2 el = 3.2%
L S o o o S5 g
200 S s o . B RS
ey s et R0
00 EEEE K S s
0 ﬁ . 2 >
0 e
0-.2 .4-.8 .8-1.0 »1.2
2= .4 .B=-.8 1.0=-1.2
|FQ/ 1890 LANDINGS

Note: Only owners with 1990 landings are included.

Figure 2.4 Estimated number and percentage of sablefish vessel owners
by the ratio of IFQs to 1990 landings for QS preferred
alternative.
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The underlying purpose of specifying vessel classes is to maintain a diverse fleet, in which all segments
continue to exist and the social structures associated with them are maintained. There is a fear that,
if all of the IFQs in an area were available to vessels of any vessel class, the owners of large vessels
or freezer boats would acquire most of them. There is concern that removing the smaller vessels,
which are more closely tied to local communities and which provide an opportunity for more people
to participate in the fishery, would have detrimental social and economic impacts both on many areas
and on individuals unable to invest in larger vessels.

Using vessel classes would limit the transferability of QSs and IFQs and in so doing would prevent
them being transferred to those who would be willing to pay the most for them. To the extent that
willingness to pay reflects the value of alternative uses, this means that the benefits derived from the
halibut and sablefish fixed gear quotas would be lower. If no redistribution of effort and catch is
permitted among vessel classes, the final situation would be similar to what was referred to above as
the partial adjustment to an IFQ program. It is estimated that the cost saving foregone by not
moving from the partial adjustment to the full adjustment for the halibut fishery would have been
$9.8 to $12.7 million in 1990 (Table 2.1). The comparable estimate for the 1989 fixed gear sablefish
fishery is $1.2 million. These estimates overstate the expected cost of the vessel class restrictions
recommended by the Council because the recommended vessel classes would allow some
redistribution of catch within the vessel classes included in the cost models.

Although the halibut cost model estimates that, with one exception, the 61-90 foot class would be the
dominant vessel class, the estimates of cost per pound of halibut landings were sufficiently close for
other vessel classes in some areas, that it is difficult to estimate what the halibut catch distribution
would be with an IFQ program that did not have vessel class restrictions.

The sablefish cost model indicates that the low cost vessel class will vary by area and that the costs
may be sufficiently close for different vessel classes that there may not be a dominant vessel class in
some areas.

As conditions change, it is certainly possible that the distribution of landings among vessel classes
could be quite different from what is projected by the cost models. The use of vessel class-specific
QS would assure that the historic distribution would be maintained. It is difficult to compare the
benefits and costs of maintaining the historical distribution.

The historical distribution of landings among these vessel class was shaped by a variety of factors
including chance and the regulatory environment. Therefore, there is no reason to assume that it is
optimal or worthy of being maintained.

Fixing the amount of quota shares and IFQs available to each vessel class would affect the prices of
QSs and IFQs for different vessel classes. If, for instance, the owners of larger vessels would be
willing to pay more for QSs and IFQs than would the owners of smaller vessels, the restriction would
result in a lower price of IFQs for small vessels and a higher price of IFQs for larger vessels. This
would be a disadvantage to those who received more QSs than they would use for a small vessel or
to those who would buy QSs and IFQs for a large vessel. But it would be an advantage to those who
would sell QSs and IFQs for large vessels or buy them for small vessels. The difference in IFQ prices
by vessel class would provide a measure of the cost of this restriction.

Establishing the percentage of a fixed gear TAC that can be taken by each vessel class could severely
limit the ability of the fleet to respond to changing fishery conditions. The comparative advantage
of a particular class of vessels may wax and wane, depending upon changes in input costs, product
prices, the availability of halibut or sablefish, and the profitability of alternative fisheries. For
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example, the longline Pacific cod fishery could develop to the point that the IFQ available for large
vessels would be less than the halibut bycatch of that fishery. If this occurred, halibut would have
to be discarded in the cod fishery or the cod fishery would have to be constrained. In the absence
of vessel class requircments, these vessels would at least be able to bid with other vessels for the right
to land their catch. Alternatively, if vessel classes are used, the problem of insufficient IFQs to cover
the bycatch for some vessel classes could be eliminated by allowing IFQs for any vessel class to be
used for bycatch by any vessel. This limit may reduce substantially the ability of an IFQ program to
solve the halibut bycatch problem in the longline groundfish fishery. It was estimated that the benefit
of solving this problem in the Gulf in 1990 would have been $4.6 million in increased sablefish
landings and decreased halibut harvesting costs (Section 2.1.22).

If as the cost models suggest, the largest vessels are not necessarily the most profitable in most areas,
the vessel class restrictions may reduce the percentage of catch taken by smaller vessels. If, within
each class, larger vessels tend to be more profitable, the presence of vessel class restrictions will tend
to produce a fleet in which a large number of vessels are clustered at the upper end of each of the
smaller vessel classes. It should be noted that the models assume that all halibut or sablefish is taken
by vessels that are targeting on that species. If either is taken as bycatch in another fishery, for
instance Pacific cod, then the IFQ price could be bid higher by these fishermen. In this case, larger
Pacific cod vessels might be more profitable than they otherwise would appear to be in the models.

The other point which should be stressed is that even without vessel class restrictions, no agent is
going to be able to enter an area and simply take someone else’s IFQs. If vessels of a particular class
can use halibut or sablefish more productively, they must still purchase the privilege to land the fish
from someone who currently has it. Therefore, fishery participants who are initially given QSs, but
subsequently decide to sell them, would be compensated for leaving that fishery, and would only
choose to do so if they thought the compensation was adequate.

There is, of course, concern on the part of communities that IFQs would be acquired by those who
would not contribute as much the local economy. If a community perceives that it would be better
off if it insured a continued availability of IFQs for local fishermen and processors, it could assist local
fishermen in retaining or acquiring IFQs. Therefore, IFQs provide a mechanism for quotas to be
allocated to the best uses based on the willingness of a fisherman, a community, a state or any other
person to pay for the right to harvest part of a quota.

The use of vessel class restrictions also requires that rules be established concerning what types of
QSs will be given to a person who had more than one vessel class, The rules recommended by the
Council were discussed in Section 2.3.3.

In summary, vessel class restrictions will tend to maintain the historical distribution of catch by vessel
class. This will prevent a shift in the distribution of landings to the more profitable vessel classes.
In some areas smaller vessels may be more profitable and the restrictions would prevent them from
taking an increasing share of the catch. In other areas, larger vessels may be more profitable and the
restrictions would prevent them from taking an increasing share of the catch. The restrictions
eliminate the free transferability of IFQs among vessels of various classes as 2 tool for efficiently
allocating the quotas among vesse! classes. The effects of the restrictions are only likely to be
substantial if the distributions of landings by vessel class would differ substantially as a result of these
restrictions. In that case, both the costs and benefits of preventing a change in the distribution can
be substantial. However, the potential for most of the benefits of alternative uses of the IFQs to be
reflected in what different groups are willing to pay for them suggests that the costs of the restrictions
typically will exceed their benefits. The options of using different vessel class restrictions in different
areas and of exempting, from the vessel class restrictions, vessels that take halibut as bycatch in other
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hook and line fisheries could be used to eliminate some of the potential problems associated with
vessel class restrictions. If the intent is to assure that the percentage of catch taken by smaller vessels
will not decrease, it may be preferable to allow IFQs to be used on a vessel in the specified class or
on any smaller vessel.

23.5 Transferability of Quota Shares (QSs) and Individual Fishin otas

Transferability allows the market place to efficiently reallocate QS and IFQs to those who will use
them most productively regardless to whom they were initially given. Transferability may take two
forms; (1) permanent transfers of the ongoing right to receive an IFQ annually, and (2) transfers of
IFQs. The former would include the sale of QSs. The latter would include the sale of IFQs or the
lease of QSs. Because the lease of a QS is equivalent to the sale of the associated IFQ for a fixed
number of years, both will be referred to as [FQ sales. IFQs represent a consumable good like fuel
or bait, therefore, the concept of leasing IFQs is irrelevant. The Council is recommending the
following restrictions on transferability.

1. Freezer boat QS and IFQs may be sold.

2. Catcher boat QS can be sold but only up to 10% of a person’s IFQs can be sold each year
during the first three years of the program and none can be sold after that. The restriction
on selling IFQs does not apply to IFQs that are sold together with their associated QSs.

There has been considerable concern expressed regarding the desirability of allowing IFQs to be sold.
Selling IFQs could allow initial recipients of QSs to own and benefit from them, whether or not they
continue to fish. Selling IFQs would also allow persons who are otherwise not associated with the
fishery to purchase QS as an speculative investment and thereby receive benefits of the IFQ program.
The Council’s preferred alternative, which would restrict the saie of catcher boat IFQs, address these
concerns.

There is some question as to whether a prohibition on the sale of IFQ would be effective. The sale
of QS with a contract to repurchase the QS at a fixed date and price is one example of an almost
perfect substitute for buying IFQs. However, if it is assumed that selling IFQs can be prohibited
effectively, the effects of the options would be as discussed below.

Prohibiting the sale of IFQs would provide a substantial incentive for only active fishery participants
to own QSs. Therefore it would increase the concentration of benefits among those who are actively
involved in the fishery, but at a substantial cost.

From the standpoint of economic efficiency and the smooth transfer of fishing rights, a prohibition
on the sale of IFQs represents a substantial cost in terms of foregone flexibility. Some portions of
the fleet will find it desirable to obtain slightly larger IFQs for the current year, without incurring the
financial commitment to buy additional QSs. This may be particularly important for fishermen hoping
to enter the fishery. Conversely, many who own QSs may find that, within the circumstances of a
particular season, they would prefer to fish more actively in other fisheries. The potential for selling
IFQs allows them to provide the IFQs to others more interested in fishing for halibut or sablefish
during that season, without having to relinquish the right to fish for halibut or sablefish in the future
or without having to repurchase QSs to regain that right. If it were effective, the prohibition on IFQ
sales could seriously restrict any inseason adjustments by individual fishermen and thus result in
significant discards or part of the quotas not being taken due to the difficulty in exactly matching
landings to one’s IFQ. This problem is reduced by allowing up to a 5% overage with the only penalty
being an offsetting reduction in the person’s IFQ for the following year.
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The prohibition on the sale of IFQ would pose a substantial impediment during the first few years
of an IFQ program as fishermen adjust to a new program. Existing and prospective owners of QSs
would need a period in which they can evaluate QSs sales value, including amortization of profits over
the life of the QSs and the appropriate adjustments for uncertain future market and biomass
conditions. It will be far easier for new participants in such a program to calculate how much they
would be willing to pay, or accept, for IFQs, than to estimate the net present value of QSs, an asset
producing an uncertain stream of returns.

It is not clear that the 10% limit on IFQ sales is sufficient during the first few years of an IFQ
program and it is not clear that some mechanism for temporary adjustments will not be desirable after
the first three years. Limiting sales of [FQs to 50% probably would be as effective in encouraging
the transfer of QSs to those who are actively involved in the fishery but without eliminating the ability
of individuals to make substantial adjustments in the IFQs they will use during a season.

In its desire to avoid absentee ownership of quotas, the Council moved to restrict the sale of catcher
boat IFQs. In imposing this restriction the Council has tried to balance on the one hand the demand
not to allow absentee control, but on the other a call by fishermen to allow flexibility in the coverage
of catches not covered by owned quotas.

23.6 Restrictions on OS and IFQ ownership and use

The Council has recommended the following restrictions on the ownership and use of QSs and IFQs.
1. Only a person as defined in Section 1.2.2 can acquire or use freezer boat QSs or IFQs.
2. In order to acquire catcher boat QSs or IFQs, the person must:

a. be a U.S. citizen and
b. be a bona fide crew member.

3. In order to use catcher boat IFQs, the user must:

a. own or lease the QS,

b. be a U.S. citizen,

c. be a bona fide crew member,

d. be aboard the vessel during fishing operations, and
e. sign the fish ticket upon landing.

The exception to these requirements is identified in item 4.

4. A person that received initial catcher boat QS may utilize a hired skipper to fish its IFQs
providing that it owns the vessel upon which the IFQs will be used. Such a person may
purchase up to the total share allowed for the area. For the sablefish fishery east of 140° W
longitude and for the halibut fishery in Area 2C, the above allowance for hired skippers
applies only to corporations or partnerships as defined below and it applies only to the IFQs
resulting from their initial QS’s. In these areas, the exception dose not apply to IFQs
associated with subsequently acquired QSs.

S. Corporation: Any corporation that has no change in membership, except a change caused by

the death of a corporate member providing the death did not result in any new corporate
members. Additionally, corporate membership is not deemed to change if a corporate
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10.

11.

12.

member becomes legally incapacitated and a trustee is appointed to act on his behalf, nor is
corporate membership decmed to have changed if the ownership shares among existing
members changes, nor is corporate membership deemed to have changed if a member leaves
the corporation. (In the case where ownership of shares is initially allocated to a publicly held
corporations, the Council did not make a recommendation regarding what constitutes a change
in membership of the corporation.)

Partnership: Any partnership that has no change in membership, except a change caused by
the death of a partner providing the death did not result in any new partners. Additionally,
a partnership is not deemed to have changed if a partner becomes legally incapacitated and
a trustee is appointed to act on his behalf, nor is a partnership deemed to have changed if
the ownership shares among existing partners changes, nor is a partnership deemed to have
changed if a partner leaves the partnership.

The Secretary may, by regulation, designate exceptions to the restrictions on who may use
catcher boat IFQs (item 18) to be employed in case of personal injury or extreme personal
emergency which allows the transfer of catcher boat QS/FQs for limited periods of time.

For sablefish no person or individual may own, hold, or otherwise control, individually or
collectively more than:

a. 1% of the combined total for the Gulf of Alaska and Bering Sea/Aleutian Islands QSs
or IFQs or
b. 1% of the QSs or IF(Qs for the area east of 140° W,

For halibut no person or individual may own, hold, or otherwise control, individually or
collectively more than:

a. 0.5% of the total QSs or IFQs from the combined IPHC areas 2C, 3A, and 3B,

b. 0.5% of the total QSs or IFQs from the combined IPHC areas 4A, 4B, 4C, 4D, and
4E, or

c. 1.0% of the total QSs or IFQs from IPHC Area 2C.

The exceptions to items 8 and 9 are that any person who receives an initial assignment of
quota shares in excess of these limits may continue to control and use them. However, such
persons shall be prohibited from purchasing, leasing, holding or otherwise controlling
additional quota shares or IFQs until that person’s quota share falls below the limits set forth
in items 23 and 24, at which time each such person shall be subject to the limitations.

For sablefish, no more than 1% of the combined Gulf of Alaska and Bering Sea/Aleutian
Island fixed gear quota may be taken on any one vessel and no more than 1% of the fixed
gear quota east of 140° W, (EY/SQ) may be taken on any one vessel. The exception is that
persons who received an initial allocation of more than the 1% overall ownership level (or
1% in the area east of 140° W.) may fish their IFQs on a single vessel.

For halibut, no more than 0.5% of the combined IPHC area quota may be taken on any one
vessel except that persons who received an initial allocation of more than 0.5% overall
ownership level may fish their IFQs on a single vessel. (This differs from the ownership cap
in that the vessel limit applies to the whole North Pacific combined area TAC rather than the
TAC combined for areas 2C, 3A, 3B, or for areas 44, 4B, 4C, 4D, and 4E combined.)
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2.3.6.1 A forei rson cannot control OSs and

QSs and IFQs can only be transferred to a "non-foreign person” which is defined as any individual
who is a U.S. citizen, any corporation, partnership, association, or other entity (whether or not
organized or existing under the laws of any State but being owned and controlled by a majority of
U.S. citizens), and any Federal, State, or local government or any entity of any such government.
U.S. residents that are not U.S. citizens and corporations that are not principally owned and
controlled by U.S. citizens, for example, would be prohibited from obtaining QSs or IFQs. (In
addition to this restriction, there are other restrictions on transferability and ownership which are
detailed in other sections of this document.)

The intent of this restriction is to assure that the benefits of the IFQ program will be received
primarily by the Nation and not foreign investors. The definition of person is based on that in the
Magnuson Act as modified by the 1987 Anti-Reflagging Act.

Even with this restriction, foreign interests will continue to influence fishing activities and some of
the benefits of the fishery will continue to accrue to foreigners. The Japanese are currently very
active participants in the seafood industry. They have invested in companies that process and market
halibut and sablefish and Japan is the dominant market for sablefish. It would be naive to expect that
foreign interests will not continue to be involved in all phases of product preparation. That might
include the acquisition of QSs and IFQs through companies that do qualify to purchase them or loans
to others who can acquire and use QSs and IFQs.

There are some problems associated with this restriction. For example, it could result in two
companies being dealt with quite differently because of a small difference in the percentage of
ownership by U.S. citizens. It could be difficult to determine which corporations could acquire QSs
because control and ownership can be difficult to define and, perhaps, even more difficult to measure.
The eligibility of a corporation to acquire QSs and IFQs could change periodically and unexpectedly
as the result of a small change in ownership or control. The latter two problems could make
enforcement of this restriction costly or ineffective. Operationally, this requirement would necessitate
special monitoring for corporate QS and IFQ owners in addition to the eligibility certification
required of all other prospective buyers of QSs and IFQs. Despite these problems, the Anti-
Reflagging Act placed similar restrictions on the ownership of fishing vessels operating in domestic
fisheries within the EEZ.

2.3.6.2 Other restrictions on who can control QS and IFQs.

There are other restrictions on who may control or use catcher boat QSs and IFQs. They are
intended to assure that: (1) those directly involved in the fishery benefit from the IFQ program, (2)
the fisheries continue to be dominated by owner/operator operations, and (3) the ownership limits
can be enforced more effectively.

These bona fide crew member restrictions would limit the number of people who can purchase
catcher boat QSs and IFQs. This would tend to reduce the prices of QSs and IFQs but probably not
substantially. The other restrictions would prevent someone, other than an active fisherman, from
acquiring additional QSs or IFQs for use on a catcher boat. This would limit the ability for a
partnership or corporation to own QSs and IFQs. This would increase the concentration of IFQ
program benefits among fishermen, but it would probably decrease the total benefits of the program
by restricting the relatively common practice of having a vessel owner who is often not on the vessel
and does not sign the fish tickets. This would prevent a person who owns more than one vessel from
owning and using IFQs for more than one vessel at a time and in general it would eliminate the
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ability of a catcher boat owner to have others operate his vessel(s). Without the grandfather clause
for the initial recipients of QSs, the implementation of the IFQ program would be more disruptive
and it would change the balance of power between vessel owners and crews because it is common
for vessels to be operated by hired skippers.

The State of Alaska vessel registration file indicates whether a vessel is owned by an individual or by
a different type of legal entity, such as a partnership of corporation. This information was used in
generating Tables 2.39 and 2.40 which summarizes the distributions of vessel owners, annual catch,
and IFQs by type of owner and management area for halibut and sablefish, respectively. Vessels with
owners who are not individuals are used to approximate the vessels with hired skippers.

The number of halibut vessel owners who were not individuals ranged from 74 in 1984 to 189 in 1990
and 280 of them will receive halibut QSs (Table 2.39). Most of these vessel owners are residents of
Alaska. These owners accounted for from 9.4% of the halibut catch in 1984 to 12.1% in 1989 and
will receive 10.3% of the IFQs based on the 1991 TACs.

The number of sablefish vessel owners who were not individuals ranged from 23 in 1985 to 86 in 1990
and 135 of them will receive sablefish QSs (Tabie 2.40). About half of these vessei owners are
residents of Alaska. These owners accounted for from 21.3% of the sablefish catch in 1987 to 34.2%
in 1985 and will receive 24.6% of the IFQs based on the 1991 TACs.

Over time these restrictions will do much more than maintain the competitive position of
owner/operator operations. Eventually, the restrictions will eliminate all other types of operations.
Maintaining the competitiveness of owner/operators may be desirable for social or broadly defined
economic reasons, including a decrease in the structural changes that might otherwise occur.
However, eliminating other types of operations cannot be justified in terms of decreasing the
adjustment costs of an IFQ program.

The additional restrictions for IPHC Area 2C and for the area east of 140° W are recommended in
response to the concern that owner/operators would not be competitive in bidding for QSs and IFQs
in comparison to the other operations that would be grandfathered in. If they are not competitive,
the other operations would be able to increase the percentage of QSs and IFQs they control.
However, over time most of the other operations would be eliminated by attrition. The restrictions
do more than prevent the other types of operations from increasing their share of the total catch.
They actually decrease it. Most persons will receive IFQs that are less than their average annual
catch; therefore, in these areas of the Eastern Guif, most persons who use hired skippers will not be
able to maintain their average level of catch without buying additional QSs and the additional QSs
cannot be used by the hired skipper.

The number and percentage of vessel owners for these Eastern Gulf areas who are not individuals
and who have an IFQ to average landings ratio for each of several ranges of values are presented in
Figures 2.5 and 2.6, respectively, for halibut and sablefish. The average for each owner is its total
catch for the period divided by the number of years it participated in the halibut (sablefish) fishery
between 1984 and 1990 (1985-1990). It is estimated that 34.8% of the halibut vessel owners will
receive IFQs less than 20% of their average annual catch, 60.9% will receive IFQs that are from 80%
to 100% of their average catch, and only 1.4% will receive IFQs that exceed their average catch
(Figure 2.5). For sablefish it is estimated that 15.1% of these vessel owners will receive IFQs less
than 20% of their average annual catch, 1.9% will receive IFQs that are from 80% to 100% of their
average catch, and 83% will receive IFQs that exceed their average catch (Figure 2.6).
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Figure 2.5 Estimated number and percentage of area 2C halibut vessel
owners who are not individuals by the ratio of IFQs to
average landings for QS preferred alternative.
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Figure 2.6 Estimated number and percentage of EY/SEQO area sablefish
vessel owners who are not individuals by the ratioc of IFQs
to average landings for QS preferred alternative.
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The number and percentage of vessel owners who are not individual and who have an IFQ to 1990
landings ratio for each of several ranges of values are presented in Figures 2.7 and 2.8 for halibut and
sablefish, respectively. Vessel owners with no landings in 1990 are not included. - For halibut, 33.3%
of these vessel owners would have IFQs equal to less than 20% of their 1990 catch, 25.9% would
receive from 20% to 40%, 14.8% would receive 40% to 60%, 14.8% would receive 60% to 80%,
0.0% would receive 80% to 100%, and 11.1% would receive IFQs that exceeded their 1990 catch
(Figure 2.7). For sablefish, 50.0% of these vessel owners would have IFQs equal to less than 20%
of their 1990 catch, 25.0% would receive from 20% to 40%, 15.0% would receive 40% to 60%, 0.0%
would receive 60% to 80%, 5.0% would receive 80% to 100%, and only 5.0% would receive IFQs
that exceeded their 1990 catch (Figure 2.8). This indicates that the additional rules for parts of the
Eastern Gulf would be very disruptive and lead to immediate and substantial declines in the catch by
vessels that are not owned by individuals if these vessels are typically fished with a hired skipper.

If the intent is to assure that the percentage of catch taken by vessels with hired skippers will not
increase, it may be preferable to have separate classes of QSs and IFQs, one class that can oniy be
used by owner-operated boats and another class that can be used by a boat operated by its owner or
a hired skipper. The Council’s restriction is substantially more disruptive to other fishing operations
that currently participate in these fisheries. It also requires additional definitions and enforcement
responsibilities.

As with many of the restrictions included in the IFQ program, the effectiveness of this restriction is
in doubt. For example, a fishing operation with a hired skipper could fish beyond the IFQ associated
with the QS it receives in the initial allocation by having a crew member buy additional QSs.

These restrictions prevent what in many fisheries has been the normal progression from owning and
operating a vessel to having a hired skipper run the boat so a person can either fish an additional
boat or become more involved in the management of the operations. It is difficult to estimate either
the benefits or costs of preventing this type of progression, but limiting it probably is easier to justify
than eliminating it.

2.3.6.3 Limits on the total QSs and TFQs a person can control or that can be used on a single vessel.

The recommendations to limit the QSs and IFQs that a person can control and the IFQs that can
be used on a vessel is the result of the concern that an unrestricted market for quota shares could:
(1) result in a few powerful interests controlling most of the landings and (2) result in excessive
decreases in the numbers of vessels and fishermen participating in the fixed gear halibut and sablefish
fisheries. The Council desires the maintenance of a fishery that has many and diverse participants
and one in which harvesters are not at the mercy of "company store” processors or the monopolizing
influence of a few other harvesters. This would help assure that both the initial and ongoing benefits
of the IFQ program would be broadly distributed and that the market for QSs and IFQs would be
competitive.

Although this option is well-intentioned and has considerable philosophical support within the fishery,
as presented it suffers from several serious problems. The biggest of these is that such a requirement
might be very difficult to enforce. Since corporations are allowed to own QSs, there is nothing to
prevent one corporation from owning several other companies which could each legally own 0.5%
or 1% of the overall quota. Similarly, individual family members could each acquire 0.5% or 1%,
allowing the family to control much more than the intended limit. Because the IFQs a person
controls depend on both his QSs and the quota for each area, a change in relative quotas among
areas can result in someone being in violation of the IFQ rule.
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Figure 2.7 Estimated number and percentage of area 2C halibut vessel
owners who are not individuals by the ratio of IFQs to 1990
landings for QS preferred alternative.
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Figure 2.8 Estimated number and percentage of EY/SEQO area sablefish
vessel owners who are not individuals by the ratio of IFQs
to 1990 landings for QS preferred alternative.

Sablefigh
12
5D.0%
10 - pxom
SRR
8 T
wn
o e
Ny
o sl 25.0%
L3 . 2
4 - n-' I;.
e Blmmy 15w
2 K _E:E:
:_‘- 2 soer . 5.0% 35.0%
K Ty Tl % ., R
s % 0.0% 23 .o s
(o P T R 2 2 0 R
0-.2 4 .B .8-4.0 »1.2
8~ .4 .6~.8 1.0-1.2
IFQ/ 1880 LANDINGS

Note: Only owners with 1990 landings are included.

ADDEIFQ.C2 2-43 September 15, 1992



The data in Table 2.41 summarize the distribution of vessel owners and QS recipients with historical
catch and IFQs with respect to the proposed ownership limits. The IFQ estimates are based on the
1991 TAGCs. The data indicate the following.

1. EEZ-wide sablefish limit of 1%

a. Between 1985 and 1990, the number of vessels owners with annual catch above this
limit ranged from 5 in 1985 to 14 in 1988.
b. 7 QS recipients will receive IFQs that exceed this limit.

2. EY/SEO sablefish limit of 1%

a. Between 1985 and 1990, the number of vessels owners with annual catch above this
limit ranged from 11 in 1985 to 28 in 1990. . -
b. 10 QS recipients will receive IFQs that exceed this limit.

3. Areas 2C - 3B combined halibut limit of 0.5%

a. Between 1984 and 1990, the number of vessels owners with annual catch above this
limit ranged from 0 in 1990 to 8 in 1988.
b. No QS recipients will receive IFQs that exceed this limit.

4. Areas 4A - 4E combined halibut limit of 0.5%

a. Between 1984 and 1990, the number of vessels owners with annual catch above this
limit ranged from 34 in 1984 to 112 in 1987.
b. 39 QS recipients will receive IFQs that exceed this limit.

5. Areas 2C halibut limit of 1%

a. Between 1984 and 1990, the number of vessels owners with annual catch above this
limit ranged from 0 in 1988 and 1990 to 4 in 1986.
b. No QS recipients will receive IFQs that exceed this limit.

Basing the limit on the percentage of quota from all areas or a group of areas means that within
some areas the concentration of ownership can be substantially greater than the limits set for the
aggregate areas. Consequently, even if the proposed restraint were enforceable, using a percentage
of overall quota may not be an efficient means of preventing localized concentrations of market

power.

Further complicating the issue of concentration of QS are the vessel classes. Because QSs cannot
be traded across vessel classes, there are effectively separate markets for QS for each vessel class in
each area. For example, if a single owner held 1% of the EEZ-wide sablefish IFQs but in a single
area for a single vessel class, then that owner could very definitely contro] the participation of all
vessels in the class and could presumably influence the price of quota shares if not the amount of fish
harvested or processed. It is evident that the more restraints placed on the IFQ system, the easier
it will be for an individual to control or influence the prosecution of a segment of the fishery.

If the limit is only on the amount of IFQ that a person can control, a number of persons could use

their IFQs on the same vessel to allow a vessel to account for more than 0.5% of the halibut catch
or more than 1% of the fixed gear sablefish catch. If the limit is on the amount of IFQ that can used
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on a vessel, this problem is eliminated but the amount of IFQ that a person can control would not
be limited. With limits on both, both problems are eliminated to the extent that the intent of the
limit on ownership can be enforced.

These restrictions will prevent the number of QS owners and the number of vessels falling below
specific levels if they are enforceable. These levels are as follows:

L EEZ-wide sablefish, 100 owners and 100 boats;

2, Gulf of Alaska sablefish east of 140° W, 100 owners and 100 boats;
3. Areas 2C-3B halibut, as a ;vholc, 200 owners;

4, Areas 4A-4E, halibut, as a whole, 200 owners;

5. Area 2C halibut, 100 owners; and

6. Areas 2C4E halibut, as a whole, 200 vessels.

It is not clear that there would be fewer vessels and owners in the absence of these restrictions. This
would happen only if operations that specialize in the halibut or sablefish fishery are more profitable
with respect to using halibut or sablefish IFQs than are operations that are more diversified. If this
is not the case, these restrictions will have not effect, that is, they will not be binding constraints. If
this is not the case, the restrictions will increase the numbers of owners and boats but will dlso
decrease the profits generated by the IFQ program. It is difficult to evaluate this tradeoff.

One of the objectives of these restrictions in to moderate decline in employment for fishermen.
These restrictions probably will not have a substantial effect on total employment measured in terms
of fishermen days. They could increase substantially the number of fishermen among whom that
employment is shared. However, it is possible that the restrictions will result in the same fishermen
fishing on a number of boats during the year. This has happened in Canada. As a result the number
of fishermen involved in the fishery can be less than one would expect given the number of vessels
that are required to participate. For example, if there are at a minimum 200 halibut boats and the
average crew size is five, one might assume that there will be at least 1,000 halibut fishermen.
However, if most fishermen fish on two boats because they are better fishermen who want to
capitalize on their skills in the halibut fishery, there may only be 500 halibut fishermen. These
restrictions are expected to only be partially effective in meeting their intended purpose(s) and to the
extent that they are circumvented, the methods used of circumvention will tend to increase harvesting
COsts.

2.3.6.4 Other restrictions on the use of IFQs.

Prior to the start of each trip, a "person” would be required to control sufficient IFQ to cover the
amount of halibut and sablefish to be caught during that trip. An overage of up to 5%, that would
count against the person’s next year IFQ, would be permitted. The purpose of this restriction is to
prevent speculative fishing that could result in halibut or sablefish discards and unreported landings.
If a fisherman thought he could cover his landings by acquiring additional IFQs before he lands the
halibut or sablefish, he may catch much more than he has IFQs to cover. If he can in fact find willing
sellers of IFQ then there is not a problem. However, if he is unable to acquire sufficient additional
IFQs at an acceptable price, he would probably either discard the halibut or attempt to havc the
landings under-reported. Either would impose costs on the fishery.
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This prohibition on speculative fishing could be effective in reducing such costs; however it would be
at the cost of foregone flexibility particularly as a fisherman’s catch approaches the IFQs he had
already acquired for the year. The need for flexibility is dependent on the ability of a fisherman to
accurately predict what his catch rate will be during a given trip. The allowable overage that is
permitted without a penalty will reduce the adverse effects of this restriction.

The Council discussed holding each fisherman accountable for his landings in excess of his IFQs, and
having the penalty for excessive landings increase as a function of the overage. For example, the
penalty for an overage of less than 5% of the IFQs he used in an area that year might be set at an
equivalent forfeiture of IFQs the following year, with the penalty for a larger overage being greater.
A system such as this is used in the New Zealand IFQ fisheries. In determining the preferred
tradeoff between providing flexibility to fishermen and assuring that landings do not substantially
exceed a quota, it should be noted that: (1) under the current management regime, quotas are
typically exceeded by more than 5%; and (2) it is possible to adjust future quotas to correct for a
relatively large overage and protect the stocks. The ability to respond appropriately is of course
dependent on knowledge of the overages. Therefore, measures that encourage accurate reporting
of landings are desirable.

23.7 Discards

To reduce waste and to increase the accounting of catch, the Council has made three
recommendations with respect to discards.

1. Discard of legal sized halibut is prohibited by persons holding halibut IFQs and by those
fishing under the halibut CDQ program. Persons holding freezer boat shares are exempt
from this halibut discard prohibition.

2. Discard of sablefish is prohibited by persons holding sablefish IFQs and those fishing under
the sablefish community development quota (CDQ) program.

3. Pacific cod and rockfish harvested incidentally during the operation of a2 QS/IFQ fishery shall
be termed bycatch species for the purpose of this program. Other species may be included
by NMFS by regulatory amendment if it can be shown that the species is unlikely to survive
if discarded and if it can be shown that such retention is beneficial to the nation. Any species
identified as a bycatch species that is taken during the operation of a QS/IFQ fishery shall be
retained and landed unless designated a prohibited species.

Prohibiting the discard of legal size halibut by those who have IFQs or CDQs to use would prevent
highgrading and the discard of halibut in other fixed gear fisheries if it could be enforced effectively.
This, in turn, would provide better estimates of total halibut removals, eliminate the costs associated
with highgrading, increase halibut utilization, and impose additional costs on fishing operations that
would otherwise discard some halibut. Because those who take halibut as bycatch in other fixed gear
fisheries should be willing to pay more for IFQ than are halibut fishermen, the former typically will
have an incentive to obtain sufficient IFQ to land all their legal size halibut bycatch. Therefore, to
the extent it is enforceable, this restriction would tend to have more of an effect on highgrading than
on the discards of bycatch.

The exemption for freezer boats is necessary because vessel class restrictions are used and because

a very small amount of halibut will be available to the freezer boat class. This exemption and the
limited amount of halibut QSs and IFQs available for freezer boats prevent IFQs from being used
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to reduce the halibut bycatch problem for fixed gear freezer boats in the groundfish fisheries. This
could eliminate a substantial cost savings for the fixed gear and other groundfish fisheries.

This restriction also raises an equity issue. Fishermen who have not used all their halibut IFQs are
required to retain halibut taken as bycatch but fishermen who either have used their halibut IFQs
or did not have any are allowed to discard without incurring any costs.

Most of these comments also apply to the restriction on sablefish discards. The exemption for freezer
boats is not required because a substantial freezer boat IFQs will be available and, therefore, the
sablefish IFQ program is much less limited in terms of being able to solve the problems of allocating
sablefish between sablefish fixed gear and other fixed gear fisheries.

The restriction on the discards of Pacific cod and rockfish is intended to reduce waste and increase
the propensity for fixed gear halibut and sablefish fishermen to land their catch at ports adjacent to
the fishing grounds. Because the IFQ programs will tend to eliminate the race for fish, halibut and
sablefish fishermen are much more likely to retain marketable cod and rockfish. In fact, many
fishermen may use their halibut IFQs to intentionally have joint halibut and rockfish trips.

The requirement that cod and rockfish be retained will only have an effect if fishermen would have
otherwise discarded these species. Because fishermen would tend to do so if it is more profitable,
the restriction is expected to decrease the profitability of the fixed gear halibut and sablefish fisheries.
The requirement that these species be retained does not necessarily mean that they will be delivered
in a marketable form. For example, if shorter trips are required to land marketable rockfish,
fishermen will not decrease the length of halibut trips to assure the quality of the rockfish unless:
(1) the safe carrying capacity of the vessel and the weight of the cod and rockfish shorten the trip
or (2) enough rockfish is taken as bycatch that the loss in rockfish exvessel value due to a normal
length trip exceeds the profit foregone by returning earlier.

These restrictions would make ports adjacent to the fishing grounds more competitive either because
higher quality bycatch species could be delivered to them or because the cost per pound of halibut
and sablefish delivered to more distant ports would increase if less could be delivered safely per trip.

The prohibitions on discards probably could not be enforced effectively on vessels without observers
and using observers to enforce these prohibitions would have the adverse effects of increasing both
the enforcement role of observers and the inequities between vessels with and without observers.

1t would be inappropriate to extend the list of bycatch species that must be retained strictly on the
basis of the expected discard mortality rate. Otherwise the retention of unmarketable species or sizes
of fish would be required. It may be difficult to justify such a requirement.

2.3.8 Duration of the IFQ program

Harvesting privileges would be good for an indefinite period of time but would be subject to periodic
change, including revocation, in accordance with appropriate management procedures as defined in
the Magnuson Act. Those who control QSs or IFQs need not be compensated for any such change.
This is the normal situation. Regulations would have to be changed to alter or eliminate the
program.
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239 Unloading Provisions

An IFQ program will increase the incentive a fisherman and a processor will have to underreport
halibut landings. The requirements recommended to reduce this problem are: (1) licensing all first
point of sale purchasers of halibut and halibut, (2) designating principal ports; (3) requiring
notification to NMFS prior to any unloading of halibut and sablefish taken with fixed gear; and (4)
requiring area check in and check out.

These elements of the IFQ program are expected to increase the ability of the program to be
effectively enforced without imposing substantial costs on fishermen or the communities which are
dependent on these fisheries. The designation as principal port means that an enforcement officer
is more likely to observe landings. This is not necessarily an advantage for a port because landings
can occur anywhere. However, shipments out of Alaska by the fishing vessel or by other means must
clear through a principal port. This can be an advantage to the port and in some cases it will impose
a substantial cost on a fishing operation. The selection of principal ports and the limited
requircments for using them are attempts to balance enforcement cost, costs to the fleet, and the
need for effective enforcement.

2.3.10 Individual Fishing Quota Apportionments for Disadvantaged Coastal Communities Adjacent
to the Fishing Grounds.

The Council has recommended the use of community development quotas (CDQ) to assist
economically disadvantaged coastal communities that are adjacent to the fishing grounds. The
specifics of the program are presented in Chapter 1 and Appendix B. A discussion of three issues
concerning the merits of the CDQ program is presented in this section.

The purpose of the CDQ program is to assist Western Alaska coastal communities which are
struggling economically in developing their ability to generate income from fisheries resources. There
are three issues that should be addressed concerning the merits of this program. They are the
effectiveness of such a program, the merits of encouraging new investment in a fishery that already
has excess harvesting and processing capacity, and the issue of the appropriate funding source for
such a program if it is justified.

The principal reason that an IFQ program is being considered at this time is that harvesting and
processing capacity far exceed the halibut and sablefish quotas. Efforts to encourage additional
investments in such capacity would be counter productive in terms of most of the objectives of the
IFQ program. Furthermore, such investments by individuals having no connection with nor
experience in the fishery may not be economically sustainable in a highly competitive and evolving
industry adjusting to a new IFQ program.

1t is not clear that providing a community with CDQs would be sufficient, by itself, to develop an
independent fishing industry in a community where one did not previously exist. Since very little
shoreside processing is utilized in halibut or sablefish production, it is uniikely that halibut and
sablefish would provide a solid base on which to build a diversified fishing economy. It might provide
enough incentive to attract a processor for these fisheries or sufficient profits to assist in developing
harbor facilities or other fishing infrastructure. It may be quite difficult to identify the situations in
which granting CDQs to a community for a limited period of time would allow that community to
overcome the disadvantages that have prevented it from successfully participating in the fishery.
Once CDQs or other forms of subsidies are given to a community, investments are made, and the
community comes to depend on the economic activity associated with its participation in the fishery,
it may be very difficult to end the subsidy. This would be particularly true if the community had not
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been able to eliminate a sufficient number of problems to be able to continue to participate in the
fishery without the subsidy.

The requirements for the approval of such assistance provide some assurance that assistance would
only be provided when it is expected to allow a community to become a competitive participant.
However, review periods may not be adequate. If CDQs are only made available when they are
expected to make a community competitive, it is possible that few communities would receive such
assistance.

To a great extent, the issue of how such a subsidy should be fuaded if it is justified is an equity issue.
This means that value judgements and not economic analyses are the key to determining the
preferred method of funding.

The CDQ subsidy is to be funded by the owners of all QSs, not just the owners of QSs for adjacent
areas. It can be argued that this is more equitable than having only some QS owners pay for the
program but less equitable than having the State of Alaska or the Nation as a whole fund the subsidy.
However, it could also be argued that by implementing an IFQ program, the Council is generating
wealth ‘and there is no reason that all of that wealth should be distributed to those who have
participated in the fishery during the last few years as vessel owners or lease holders.

Although the determination of the preferred method of funding is principally an equity issue, it
should be noted that if funds are available at little cost to those who decide how they will be used,
there is less assurance that they will be used effectively. This suggests that because the State would
be involved in determining which communities would receijve the subsidies, the subsidies might be
more effectively used if the State also funded them. The fact that the Secretary of Commerce would
have the final authority to approve or deny assistance for a community, does not eliminate the
incentive for the State to be less concerned with how effectively the assistance is used if it is not the
primary funding source. This problem is increased by the relative short review schedule for the
Secretary.

The State or Federal Government could purchase [FQs and make them available to disadvantaged
communities. Alternatively, they could make grants or loans available to allow the communities to
purchase IFQs or to take other actions that would contribute to local economic development. The
former is a subsidy in kind and the latter is a direct monetary subsidy. Typically, for a given cost to
the government, a direct monetary subsidy provides greater benefits to the recipients than does a
subsidy in kind because money could, in this example, be used to buy halibut IFQs or, perhaps, be
used more productively from the viewpoint of the recipient. That is, a monetary subsidy provides the
recipient with more flexibility unless there are restrictions on how the monetary subsidy can be used
or unless, in this case, the community could sell the CDQs if other development options were more
promising. With respect to community development, the justification for a subsidy in kind, or
equivalently a monetary subsidy which could only be used to acquire IFQs, is that the community
might otherwise use the subsidy less effectively. It is not clear that it is appropriate to assume that
this would happen. A better justification for the subsidy in kind is that, in practice, the choice may
be between that type of subsidy and no subsidy at all.

2.3.11 Prior approval for QS and IFQ transfers
All QS and IFQ transfers would have to be reported to NMFS to allow it to monitor both the
ownership and use of QSs and IFQs, to assure that they are only transferred to "persons” as defined

above, and to monitor compliance with any restrictions on the amount of QS or IFQ a person can
control. The IFQ programs as outlined would require that the transfers of QSs and IFQs be pre-
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approveéd by NMFS. Unless NMFS has a very timely process for approving these transfers, this
requirement could be quite costly in that it would limit transferability and constrain fishing activity.
Because the enforcement of the other restrictions on the transferability and use of QSs and IFQs can
be after the fact, it might be less costly to the fishery and NMFS if transfers are monitored after the
fact and pre-approval is not required.

2.3.12 Temporary suspension of the halibut PSC limits for the fixed gear fisheries

The Council has recommended the suspension of the halibut fixed gear prohibited species catch
(PSC) lLimits for the first two years of operation of the quota system. In recent years, the fixed gear
fishery halibut PSC limit in the GOA has prevented the fixed gear sablefish TAC from being taken.
If this would be expected to occur in the future, the IFQ program would not eliminate the race for
fish and many of the advantages of the sablefish IFQ program would be decreased. The combination
of the IFQ program for halibut that will allow sablefish fishermen to use IFQs to land halibut bycatch
and the sablefish IFQ program that will allow sablefish fishermen to fish in ways that wili reduce
bycatch mortality should solve much of the halibut bycatch problem in the fixed gear sablefish fishery.
Therefore, exempting this fishery from the halibut PSC limit can be justified at least on a temporary
experimental basis. The same is not true for the other fixed gear fisheries. For example, neither
justification would apply to a suspension of the PSC limit for the Pacific cod longline fishery.

23.13 Summary of the IFQ program with respect to the 10 problems identified by the Council

The following analysis evaluates the features of the Council’s preferred alternative management plan
with respect to the ten problems identified by the Council (Section 1.1.1).

Allocation Conflicts

One of the benefits of individual transferable quota systems is that they remove governments and
state institutions from resource allocations. It is commonly believed that if the marketplace is left
to operate freely, much of the acrimony can be removed from allocation issues. This contention
would seem to be borne out by the Canadian and New Zealand experiences. This benefit, however,
only flows following the introduction of a quota system. In the development stage, debate on who
will be included for initial allocation, and who will not, is likely to be emotive. People excluded at
this part of the process may harbor long-lived resentment. In New Zealand part-time fishermen were
eliminated from the fishery by administrative means as many as four years prior to the introduction
of the quota management system. Some ten years later, these people still bemoan having been
disenfranchised, and continue to try and re-enter the fishery without acquiring quotas. There is no
intention under the Council’s preferred alternative to use these means to remove people from the
fishery actively. None-the-less, there will be those who are not eligible to receive an initial allocation
of quota shares, and they will continue to be disappointed. Crew members are most notable among
these groups.

Underlying a quota system is the notion that quota shares will pass from less efficient to more
efficient operators. More efficient operators are generally deemed to be those who will pay a higher
price to purchase the quota. It is through having fishery resources exploited by the most efficient
that the greatest economic value from the resource will accrue to the United States. The Council
has provided for quota shares and individual fishing quotas to be partially transferable, and in so
doing has opened the way for quotas to move to those who will utilize them most efficiently. For a
number of largely social reasons, however, the Council has imposed a number of restrictions on the
operation of the market for quota shares. These can be expected to impede the passage of quotas
in the way described. By imposing restrictions on who can own quota, and how much they can own,
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the Council has precluded persons from participating in quota ownership who may be more efficient.
For example, it may be that someone with no fishing experience may be more efficient than someone
with a bare five months. Similarly, people holding either 1 percent of the sablefish total allowable
catch for an area or 0.5 percent of halibut may be more efficient than someone holding below the
ownership cap. Through the Council’s restrictions these people would be precluded from acquiring
further quotas.

In a wider philosophical context, one of the fundamental criticisms of the proposed IFQ program is
that although the nation’s fishery resources are owned by every citizen, the proposed program gives
ongoing access rights to a small group. This means that the initial recipients of QS will receive much
of the benefits of the program. Although some of the future participants in these fisheries and the
public at large will receive some of the benefits, the public at large may be required to pay the
additional management and enforcement costs and some current participants or potential future
participants will be affected adversely by the program. That is, the distribution of the benefits and
costs of the proposed program are considered by some to be inequitable. The ability to more
equitably distribute the benefits and costs of an IFQ program appear to be limited by the MFCMA.
For example, IFQs cannot be auctioned by the government and fees to cover the cost of
implementing, administering, and enforcing the program cannot be collected from those who will own
QSs (under current laws). The Council has responded to this problem in two ways. First, it has
recommended QS allocation rules that will distribute QS to a large number of persons. Second, it
has stated its intent to collect program costs from QS owners as soon as and to the extent it can.
Changes in the MFCMA and IFQ program that some perceive to be more equitable will themselves
be contentious allocation issues.

Conflicts may arise between vessel classes. One vessel class, operating efficiently, may believe it
should have access to quotas being operated in a less efficient manner by another vessel class. In the
same vein, there may be some concern from commercial fishermen about allocations being made to
small communities. They may feel that they are being asked to make sacrifices in terms of receiving
smaller quotas than their traditional catches, yet some who have had the opportunity to participate,
but have not done so, are being allocated quotas. If quotas allocated to fishermen are viewed in
terms of having been paid for by fishermen'’s investment, commitment and dependence on the fishery,
then small communities are receiving quotas free.

It is not clear, therefore, the extent to which the Council’s preferred alternative will alleviate
allocation conflicts. Certainly, it has the potential to remove the Council from any continuing
involvement of allocation of sablefish and halibut, but it may engender controversies which could
surface before the Council for many years.

Gear Conflict

It is assumed that having a prescribed quota to catch will allow fishermen to be more patient and to
spread their fishing effort over time and area. This is seen as reducing gear conflicts. Conflict was
also seen as being minimized by restricting the allocation and subsequent sale of quotas only to those
who had acquired at least five months experience in the fisheries. Only experienced people would
be present on the fishing grounds and they would know how to act to avoid unnecessary conflicts.

The preferred alternative is the product of the Council’s consideration of multiple objectives. These
have the effect of confounding one another. While the above factors may lead to decreased gear
conflict, the Council’s desire to extend initial allocation of quota shares to as many people as possible,
has the potential to include many more fishermen on the grounds than have ever fished in any single
year. This may result in continued gear conflict. Similarly the allocation of quotas to small
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communities opens the way for inexperienced people to have access to the fisheries. This may lead
to gear conflicts. If the quota system operates as the Council intends, those from small communities
will gain experience, and the large numbers of initial recipients will consolidate, and the objective of
reduced gear conflict should be met. It may not, however, be achieved as expeditiously as is possible.

Deadloss

The allocation of specified quotas to fishermen is expected to result in a closer match between gear
used and the quantity of fish to be caught. Even with the large number of initial quota recipients,
no-one has an incentive to use gear in excess of what is required to take a quota. Stock losses due
to excessive gear can be expected to be minimized under the preferred alternative.,

Bycatch Loss

Bycatch loss is expected to be reduced under the Council’s preferred alternative. Fishermen will be
able to take more time with their fishing and be able to target their activity far more precisely for the
species and size of fish they are seeking. The provisions which prevent quota holders from discarding
quota species will also minimize bycatch of halibut for those fishing sablefish and vice versa. There
are restrictions which prevent the IFQ program from solving additional bycatch problems.

Discard Mortality

Again, the spreading of fishing effort over time and space enabled by a quota system is expected to
result in decreased discard mortality. With more time to target precisely, and to handie legally
undersized fish carefully, their chances of survival should be far greater. There will be, however, one
group of people on the grounds who may not have experience in the two fisheries involved. These
are the people fishing under a community development quota. It may take some time before they
gain the requisite experience to be able to handle fish carefully. During this period, discard mortality
may not decrease to the extent envisaged.

Excess Harvesting Capacity

It has been argued that there are too many boats, and one of the objects of introducing a quota
system is to rationalize the fishery in part by reducing the numbers of vessels. It is hoped that
following introduction, transfers of quotas will lead to less effictent vessels leaving the industry. The
effects of the Council’s preferred alternative in terms of quota transfers are not clear. By allowing
as many people as possible to participate in the initial allocation of quota shares, the Council has
introduced many more people into the two fisheries, thus aggravating the problem of too many
vessels. It can be expected that the process of consolidation of the fleet, or rationalization will take
considerably longer than it otherwise would.

It is in this respect that the restrictions placed on transferability have their greatest impact. The fact
that there are too many vessels has been identified as a problem. The Council has considered the
introduction of a quota system as a means to enable vessels to leave the industry, and to receive some
recompense through the sale of quota shares for so doing. In the course of developing the preferred
alternative, the Councii has adopted a number of social motives. These were not specified, however,
as mitigating circumstances in the problem definition. One is forced to conclude, therefore, that any
impediments to this rationalization detract from the efficacy of the preferred alternative. Clearly the
restrictions on ownership caps, vessel category transfers, and especially vessel caps will work to
impede or frustrate rationalization or consolidation of the fleet.
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The allocation of quotas to small coastal communities can be expected to aggravate the situation of
excess harvesting capacity further. Community development quotas can be expected to add additional
vessels to the fishery. At best, the communities may purchase and use existing vessels from fishermen
choosing to leave the industry. There is, however, no requirement for them to do this. They may
choose to build new vessels or acquire vessels from other fisheries, thus adding to the excess
harvesting capacity problem. This may be aggravated further if participating communities choose to
use small vessels, which is what the Council has envisaged. A large freezer long-liner could fish under
charter to a community and then steam to other United States or overseas fisheries. Small vessels,
though, having caught their quota would most likely remain in the coastal community and participate
in other fisheries. This may lead to overcapitalization in other fisheries, and may pose allocation
difficulties in any future comprehensive rationalization plan.

The process of reducing the fishing fleet to a level commensurate with harvestable fish stocks is going
to be a painful one. Any attempts to interfere in this process will have two major effects. The first
is that it will make the pain last longer. The second effect is that if people are perceived by those
who receive uneconomic quotas as having been given an allocation unfairly, either through a
community development quota or through having received a quota despite a period away from the
fishery, then the pain will be seen as having been distributed unfairly, and may lead to disputes
between different groups within the industry.

If one of the objectives is to remove some of the excess harvesting capacity in the industry, then
constraints on transferability are going to hinder this process. In this regard, the preferred alternative
may not achieve its ends as expeditiously or as fairly as it could.

Product Wholesomeness

It has been assumed that, with more time available for fishing, more care will be taken in product
handling, leading to a higher value commeodity. The only factor which may detract from this in the
preferred alternative is the community development program in which people may be involved who
do not have experience in proper handling of fish for market. It can, however, be assumed that the
market-place will discipline such operators, and the industry generally, to provide fish tailored for
specific markets.

Safety

It is expected that with more time available, and the ability to spread fishing effort spatially, that
there will be less congestion and therefore greater safety on the fishing grounds. There are three
factors in the preferred alternative which may derogate from this assumption. First, there will be an
infusion of many people into the fishery due to the liberal allocation eligibility criteria suggested, and
the community development program. Second, the restrictions both on transferability and on the use
of hired skippers may prevent fishermen from retiring at a prudent age with respect to safety. Third,
to the extent that the vessel class restrictions limit the replacement of smaller vessels with larger and
more secaworthy vessels, the safety benefits of the IFQ program will be reduced.

Economic Stability in the Fishery and Communities

The allocation of set quotas is expected to result in fishermen making investment decisions which will
more closely match harvesting capacity with sustainable fish yields. This, in turn, is expected to
produce a more stable environment for the fishing industry. It is assumed that an individual with a
pre-defined quantity of fish to catch will make investment decisions based on that amount of fish.

ADDEIFQ.C2 2-53 September 15, 1992



This state of affairs may come sbout after a period, but is unlikely in the short term. The
introduction of people into the fisheries due to the allocation criteria along with the suggested
community development program conspire to give each participant a smaller quota share than his or
her current involvement in the fishery. In some cases, this reduced allocation may be substantial.
For these individuals an uncomfortable period can be expected to follow implementation during which
they must determine their future in the fishing industry. The questions they face concern selling their
quota shares and leaving the industry, acquiring further quota shares and participating fully in the
industry, participating to the level of their quota shares, and supplementing the livelihood so derived
by other means, or sitting on their quota shares, but not participating in the industry. The level of
overcapitalization suggests that this discomfort may afflict a large number of people. Until these
people have resolved the level of their participation in the fishery, the preferred alternative will not
lead to economic stability.

At least some of those affected will choose to appeal their allocation. If the appeal process becomes
protracted, they may not make a final decision for some time. If their final decision is that they wish
to leave the fishing industry, there will have been a long period during which others who wish to
purchase quotas must wait to consolidate their entitlement into an amount which can assure full
participation. In short, one of the objects of introducing a quota system is to enable consolidation
of the fleet. The impediments to ready transferability of QSs and IFQs can be expected to prolong
the transition to a more economically stable fleet.

A further benefit of quota systems is deemed to be the degree of certainty given to participants upon
which to base their investment and fishing decisions. It is argued that if people are aware of the
quantity of fish available to them that they will be able to make soundly based decisions about the
future. The Council’s provision to be able to revoke or modify the preferred alternative without
compensation detracts from this notion of certainty. Fishermen are less likely to make the long term
investments necessary for a sustainable and continuous fishing industry if there is a perceived risk that
the Council may change the rules part way through. However, similar or greater risks in the
Canadian IVQ programs for halibut and sablefish have not prevented many fishermen from acting
as if this risk is minimal.

Rural Coastal Community Development of a Small Boat Fishery

The Council wished to enhance the opportunities for rural coastal communities to participate in the
sablefish and halibut fisheries. It was in pursuit of this objective that the western Alaska community
development program was inserted into the preferred alternative. Opportunities for small
communities will be enhanced by having portions of total allowable catches set aside. No condition
is contained in the preferred alternative requiring small communities to fish any quota they are
assigned. It is not, therefore, clear whether a community will be permitted to sell its quota and use
the proceeds for development. Many of the constraints imposed on transferability have been
introduced to preserve a small boat fishery for sablefish and halibut. The practical effect of this is
that a portion of the quota shares is reserved for each of the vessel classes.

While the insertion of the western Alaska community development program, and the limits on
transferability may meet the objective of enhancing opportunities for these sectors of the industry,
they do contlict with some of the other objectives. One of the effects of this will be to add further
catching and processing capacity to a fishery which it has been agreed is already overcapitalized. The
participation of additional people in the fishery can be expected to aggravate the situation of
overcapitalization, It will also dilute the quota shares issued to commercial fishermen. This may
result in large numbers of fishermen receiving quotas which are too small to be economically viable,
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However, this adverse effect is reduced substantially by the method that will be used to partially
compensate those who will receive smaller IFQs in arcas where CDQs are used.

The limits on transferability, which are designed in part to protect small vessels in the fishery, are a
two edged sword. While they reserve a portion of the quota shares for the small vessel fleet, they
also place an effective limit on the maximum amount of quota shares which can be acquired by any
one sector of the industry. If it transpires that smaller vessels prove to be more efficient, particularly
in the halibut fishery, then they may not have access to all the quota shares they could profitably use.

Summary

The Council has identified ten problems with the halibut and sablefish fisheries. These ten problems
spring essentially from the derby style of fishing in which they are prosecuted. The preferred
alternative has been analyzed above in terms of its efficacy in meeting these problems. While there
is much contained in the preferred alternative which addresses the specific difficulties identified, some
of the detailed provisions detract from their solution. Of particular note are the restrictions on
transferability of quotas which may inhibit the achievement of an optimum fleet size relative to the
total allowable catches for these species.

Conclusion

The preferred alternative should be seen as a tentative beginning. The broad nature of individual
transferable quota regimes and experience with such regimes suggest that they are well suited to
solving the types of problems experienced in the sablefish and halibut fisheries. Clearly though,
important social concerns have been introduced in developing the preferred alternative. A delicate
balance is required between preserving social order and meeting the specified problems in a
purposeful way.

The preferred alternative regime is unlikely to remove the Council from management of these
fisheries. It will require careful monitoring to ensure it is achieving its objectives. At the point where
it is shown not to be meeting the goals set, modifications may need to be made. This analysis
suggests that the major area of concern, and the area which should accordingly be monitored most
closely is the area of transferability.
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Table 2.1 Harvesting cost model estimates (Halibut).

Estimating Fishing
Activities

Number of vessels
Number of vessel days
Number of fishing days
Number of fishermen
Number of fishermen days
Labor cost/fishermen day

Estimated costs (millions)
Variable costs:
Fuel
Food
Bait
Gear Loss
Opp. cost of labor
Total variable costs

Fixed costs:
Debt and equity
Depreciation
Hull insurance
Administration
Repairs
P&! insurance
Total fixed costs

Total costs
Estimated Costs per pound

Variable costs:

Fuel

Food

Bait

Gear loss

Opp. cost of labor
Total Vanable costs

Fixed costs:
Debt and equity
Depreciation
Hull insurance
Administration
Repairs
P&I insurance
Total fixed costs

Total costs

Alt.
L
3,796
68,138
9,734
14,721
265,328
$166

$6.7
$4.0
$L.7
$4.0
$44.1
$60.4

$7.1
$2.8
$1.4
$2.1
$4.2
$2.2
$19.9

$80.3

$0.13
$0.08
$0.04
$0.08
$0.89
$1.22

$0.14
$0.06
$0.03
$0.04
$0.09
$0.04
$0.40

$0.73

Alt.
2p75

147
27,769
12,979

584

109,147
$166

$2.7
$1.6
$0.9
$2.0
$18.1
$254

$2.9
$1.2
$0.5
$0.9
$1.7
$0.8
$8.0

$334

$0.06
$0.03
$0.02
$0.04
$0.37
$0.51

$0.06
$0.02
$0.01
$0.02
$0.04
$0.02
$0.16

$0.31

Alt.

2p50

192
37,135
19,468

756

144,948
$166

$3.6
$2.2
$0.9
$2.0
$24.1
$32.7

$3.9
$1.5
$0.7
$1.2
$2.3
$1.1
$10.7

$43.4

$0.07
$0.04
$0.02
$0.04
$0.49
$0.66

$0.08
$0.03
$0.01
$0.02
$0.05
$0.02
$0.22

$0.3¢

Al

275

72
13,961
6,460
376
72,842
$166

$2.0
s11
$0.7
£1.6
$12.1
$175

$2.2
$0.9
$0.4
$0.7
$1.3
$0.5
$6.1

$23.6

$0.04
$0.02
$0.01
$0.03
$0.24
$0.35

$0.05

$0.02

$0.01
$0.01
$0.03
$0.01
$0.12

$0.23

Alt,
250

18,468
9,689
494
96,977
$166

$2.7
$15
$0.7
$1.6
$16.1
$22.5

$3.0
$1.2
$0.5
$0.9
$1.8
$0.7
$8.2

$30.7

$0.05
$0.03
$0.01
$0.03
$0.33
$0.46

$0.06
$0.02
$0.01
$0.02

- $0.04

$0.01
$0.16

$0.29
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Table 2.3 Skates of hauled and lost gear in the hook-and-line fishery for halibut off Alaska,
extracted from logbook data for the years 1987 through 1990.

1987 1988 1989 1990
IPHC Skates States Skates Skates Skates Skates Skates Skates
Area hauled lost  hauled lost  hauled lost  hauled lost
2C 5,961 211 4,713 85 7,092 134 7217 241
3A 21,403 1,108 25,787 1,022 22,769 865 31,038 1,188
3B 4,354 198 3.204 63 2415 78 5973 159
4A 4214 172 1,185 57 667 20 2,343 103
4B 3,662 108 4,542 26 3,561 103 1,986 139
AC 915 60 287 5 539 5 634 25
4D 304 0 801 9 675 17 1,274 5
4E, - - - - - - 27 0

TOTAL 40,813 1,857 40,519 1,267 37,718 1,322 50,492 1,860

1/ No logbook data collected for Area 4E from 1987 through 1989.

Table 2.4 Estimates, in thousands of pounds, of the amount of halibut killed by lost and
abandoned longline gear in the commercial halibut fishery.

IPHC Regulatory

Area 1985 1986 1987 1988 1689 1990
2C n/a n/a 368 206 193 327
3A n/a n/a 1,580 1,506 1,458 1,110
3B n/a n/a 341 122 194 216
4 n/a n/a 257 69 130 231
TOTAL 1,600 3,200 2,546 1,902 1,915 1,884
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Table 2.5 Distribution of vessel owners participating in the halibut and sablefish fisheries off Alaska,
by the number of years fished during 1984-1990 (for sablefish, it is during 1985-1990)

" Number of Years Fished i
HALIBUT: 1 2 3 4 5 6 7 Total

All Owners 3,007 . 1,397 973 792 621 483 719 7992
% of Total 8% 17% 12%  10% 8% 6% 9%  100%
From Alaska 2,512 1,200 859 698 549 441 645 6,904
% of Alaska 6% 17% 12%  10% 8% 6% 9%  100%
% of Total 31%  15% 1% 9% 1% 6% 8% 86%
From Other 495 197 114 94 72 42 74 1,088
% of Other 45%  18%  10% 9% 1% 4% 7%  100%
% of Total 6% 2% 1% 1% 1% 1% 1% 14%
SABLEFISH: 1 2 3 4 5 6 Total
All Owners 644 268 188 136 115 92 1,443
% of Total 45% 19%  13% 9% 8% 6% 100%
From Alaska 452 198 151 104 87 60 1,052
% of Alaska 43%  19% 4%  10% 8% 6% 100%
% of Total 31%  14%  10% 7% 6% 4% 73%
From Other 192 70 37 32 28 32 391
% of Other 49%  18% 9% 8% 7% 8% 100%
% of Total 13% 5% 3% 2% 2% 2% 27%
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Table 2.6 Estixﬁams. in thousands of pounds, of the amount of sublegal halibut kilied by the 1987-1990

commercial halibut fishery.
IPHC Regulatory
Area 1987 1988 1989 1950
2C 160 171 153 147
3A 550 665 604 508
3B 246 225 190 257
4 138 94 ‘ 99 109
TOTAL 1,094 1,155 1,046 1,021
Table 2.7 Halibut longline fishery catch as percentage of the IPHC catch limit by IPHC area and year,

1984-1990.
IPHC area 1984 1985 1986 1987 1988 1989 1990
2C 103% 100% 95% 93% 9% 101% 123%
3A 111% 91% 117% 101% 105% 109% 94%
3B 93% 121% 86% 82% 89% 92% 113%
4A 88% 101% 169% 212% 102% 57% 161%
4B 110% 95% 15% 86% 80% 140% 95%
AC 145% 103% 114% 146% 101% 95% 106%
4D 98% "114%  175% 117% 65% 112% °  208%

4E 70% 72% 86% 120% 9% 13% 60%
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Table 2.11 - Communities adjacent to each management area.

Halibut IPHC areas 4A - 4E:

Area 4E: Area 4A;
Alakanuk Akutan
Aleknagik Dutch Harbor
Barrow Unalaska
Bethel
Chefornak Area 4B:

Clarks Point Adak {fpo)
Clear Atka
Dillingham

Egegik Area 4C:
Emmonak ' St. George Is.
Goodnews Bay St. Paul Is.

Hooper Bay

Nliamna

King Salmon

Kwigillingok

Levelock

Manokotak

Mekoryuk

Naknck

New Stuyahok

Nightmute

Nome

Pilot Point

Port Heiden

Quinhagak

Russian Mission

South Naknek

Takoma

Togiak

Tok

Toksook Bay

Tununak

Unalakleet

Sablefish management areas:

Bering Sea: Aleutian Islands:
Aniak Adak
Bethel Atka
Chignik Dutch Harbor
Chignik Lagoon St. George Is.
Cold Bay St. Paul Is.
Dillingham .. Unalaska
Emmonak '
King Cove
King Salmon
Kipnuk
Naknek
Nelson Is.
New Stuyahok
St. Marys
St. Michael

Sand Point 21
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Percentage of halibut vessel owners with each level of either landings
(based on 1991 TACs).

by year or IFQ

Table 2.23

a

Qs
Reci

1985 1986 1987 1988 1589 1990

1984

Landings
1000 1lbs
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Percentage of sablefish vessel owners with each level of either landings

by year or IFQ (based on 1991 TACs).

Table 2.29

Qs
Reci

1986 1987 1988 1989 1990

1985
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Percentage of total landings or IFQs accounted for by sablefish vessel

owners with each level of either landings by year or IFQs.

Table 2.31

Qs
Reci

1986 1987 1988 1989 1990

1985

Landings
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Percentage of sablefish & halibut vessel owners with each level of

either landings by year or IFQ (based on 1991 TACs).

Table 2.35

Qs
Reci

1986 1987 1988 1989 1999

1985

Landings
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Percentage of total landings or IFQs accounted for by sablefish and
halibut vessel owners with each level of either landings by year or

IFQs.

Table 2.37
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3.0 POTENTIAL COASTAL COMMUNITY IMPACTS

The IFQ program recommended by the Council will have a variety of effects on those who participate
in the fisheries and on the communities that are involved in the halibut and sablefish fisheries.
Communities principally are involved as ports of landing and the location of processing plants or as
the place of residence of those directly involved in the fisheries. Of particular concern are the
expected effects on landings at various coastal communities adjacent to the fishing grounds and the
expected effects on the participation in the fisheries by residents of rural areas adjacent to the fishing
grounds.

This Chapter provides information concerning: (1) the historical distribution of fixed gear halibut and
sablefish landings by census area and the importance of these landings compared to total landings;
(2) the factors that will affect the distributions of landings with the proposed IFQ program; (3) the
historical distribution of catch and the initial distribution of QSs and IFQs by residence; and (4) the
potential movement of QSs away from rural areas adjacent to the fishing grounds.

3.1 Historical Distribution of fixed gear halibut and sablefish landings by census area and the
importance of these landings compared to total landings

Landings made at various ports are an indicator of processing activity rather than of fishing activity.
Fishermen who make landings at any given port do not necessarily reside in that port nor do they
necessarily spend the money they receive for their fish in the landing port. Landings and exvessel
values by fishermen grouped by the fisherman’s city of residence are shown in separate tables which
follow, and are a more accurate depiction of economic activity derived from the harvesting of fish.
In the tables shown in this section, it is therefore more appropriate to view exvessel landings values
as a measure of economic activity deriving from processors in that port.

Halibut, sablefish, and other landings measured in pounds and exvessel value for 1988-90 are
presented in Table 3.1 by census area of the port of landing. In many cases, there were not enough
processors in each port to allow data to be provided by port without violating State and Federal
confidentiality rules. Note that deliveries to motherships and floating processors are accounted for
separately.

The relative importance of halibut and sablefish landings individually and combined compared to
other landings by year and census area is presented in Table 3.2. A geographical representation of
this information is provided in Figures 3.1 through 3.3. For exampie in the Kodiak Island Borough,
halibut and sablefish landings accounted for from 6.0% to 12.7% of its total landings by weight and
from 15.6% to 31.5% by value. For the Sitka census area, halibut and sablefish landings accounted
for from 36.2% to 45.3% of its total landings by weight and from 40.3% to 44.4% by value. For the
Alaska areas adjacent to the fisheries, the percentage of landed value accounted for by halibut and
sablefish ranged from a low of less than 1% for some areas in Western Alaska to a high of 46.6%
in 1989 for the Skagway-Yakutat-Angoon census area.

3.2 Factors that Will Affect the Distributions of Landings with the Proposed IFQ Program

Halibut and sablefish landings are a very important part of the total landings in some areas, and an
IFQ program could change the distribution of halibut and sablefish landings among ports and areas.

ADDEIFQ.C3 31 Scptember 15, 1992



%001

1410

%08

ysyyojqes Ky maleH

an[eA [BI0], JO U019

%09 %0v

%0

|

[ TEo00T3

[ Lirics

[£C6368

[ TETETS

98¢ 8¢S

[ ¥L80LS

ANNNNNANNNN

[ 0prees

[ streis

NAANAANANNNNNN

[ SS1'6Z%

| I Z T4

[ tIS9%

[ 808

[ 1£669%

[ SHC6IS

[ S00ZITY

(0001%)
uz_s > —SO.H

v+ weyduniq 2 ySnosog Keg [oisug
seary snsua)) uoidure-opeA 29 (Ao
AIy SNSUI)) SURIIND[Y

‘10¢ B[nSuTU3g oxu_aSmum suRnNI|Y
vary snsud)) JInqsIoRg-fo3ueIpm

V') uooduy-jeinye { -Lem3eyg

BAIY SNSUI)) BXNS

"V*D) UBNIYDIY 12INQ-SI[B M JO I0UL]
ydnorog Aemares) ueIyoIay

ydnosog neaunf

ydnorog sourey

BAIY SNSUI)) Jjnfoy-uoyny ‘syueqire.
BAIY SNSUI)) BAOPIO)-ZID[BA

y3noog pueis| yeipoy

sydnolog ejnsmuj reuady| % Ifeioyouy

BOIY SNSU)) 10 y3noiog

Bujpuen o ealy snsua) 10 ybnolog Ag
8861 Ul B)jse|y JO palsoaley

sa0ads Jay1Q pue ‘Ysya|qes ‘INGIIeH Jo anjeA

1°¢ aunbiy

September 15, 1992

32

ADDEIFQ.C3



4

Y10

%001 %08

ysys1qes N 1nqleH

anjep [I0], JO JuadIad
%09 %0v %0T %0

N

[_‘ ) — I d‘ 1

V6L SIIS

[__€0001¢

| AT S

[ P60 0TS

e " Y

L_<it'cog

[ UFFT

i NAANANANANNNNNN

ENNNANANNN\N

[ 866 0¥%

[ ToecIs

: I NNNNNNN

(917c$

L IvLIs

[ 66 vs +

|__OEr'z018

L__6I0°LEIS

(00019)
an[eA [BI0],

NANN

Buipue jo easy snsuag Jo ybnotog Ag

6861 Ul BYSElY HO Paisenley

saj9adg 1810 pue ‘ysyalqes ‘inqiey jo anfep '€ aInbiy

September 15, 1992

"v°D weyBuyiq % ySnoloq Leg [o1sug
seary snsua)) uoydue-opes ¥ [ogieyg
valy SOSUI)) SURTINO[Y

“IO@] BINSUIUIJ 79 YL T/ISLY SUBLINI[Y
gary snsua)) Sinqsialag-[[edueipm

VD) uooduy-jeinye X -AemIeyg

BIIY SNSUI)) NS

V") UBKIYDIOY JANNO-SIAEA JO DULL]
ySnosog Aemaer) ueyIYMNIY

33

ySdnoiog nesuny

y8noiog saurey

BAY SNSUY) ymynAoy-uoyn { ‘syueqre,]
BIIY SNSUI)) BAOPIO))-ZIP[BA

ySnosog pue(s] Ye1po)y

sySnoog ejnsutuaj reuay] 3 2deloyouy

2aIy Snsua)) 1o y3nolog

ADDEIRQ.C3



%001

I_Y10

%08

YSyIIqES

WARLEL:Y

anjeA [€10], JO 1uadId]

%09

%0v %0C

%0

| ' I
: :

£9C 6v$

T
+
[

BI1LCS

NNNNNN\N

106'LTS

656 01%

ANNANANNN

0SE°LTS

NNANNNN

|

875'CS

108

6L 98

906'EP1S

L
_

0LLSO1S

(00019

SNJeA [eI0],

'y wreyBurqiq 3 y3nolog Keq jo1sug
seary snsus) uoidureH-opep % [y
valy SNSUI)) SUBTINA[Y

*Jog e|nSUTUL % 9B IN1Sed SUBNNA[Y
Ba1y sSnsua)) Jinqsiarag-[oduep

‘v uoouy-jeinye X -Aemeys

BTV SNSUI)) BYIS

V'O UBYIYIII}Y J2IN(-SIAB M JO 0oULd
ySnosog Aemaren ueyIyonay

y3noiog neaunf

y3noiog sourey

BaIy SOSU) YINAOY-uoyn & ‘syuequre,]
BAIY SNSUI)) BAOPIOD-ZIP[EA

ySnosog puejs| yeIpoy
sydnolog e[nswmus ] reuSy % desoyouy

BaIy SNSUY)) 10 y3norog

Bugpuen jo eaty snsua) 1o ybnosog Ag

0661 Ul BSe|Y JO palsaaley
sej9adg Joyi10 pue ‘ysyajqes *

InqieH jo anjep €€ 2inbig

September 15, 1992

34

ADDEIFQ.G3



The Council addressed this concern over a potential redistribution of landings either from coastal
ports in Alaska to other ports or among Alaska ports, by incorporating the following elements in the
IFQ program:

1. vessel class restrictions,

2. restrictions on who can acquire and use catcher boat QS and IFQs,

3. restrictions on the amount of QSs or IFQs a person can control or use,
4. restrictions on the amount of IFQs that can be used on each vessel,
3. the initial QS allocation rules,

6. no restrictions on where halibut and sablefish can be landed within Alaska,

7. the requirement that halibut and sablefish must be cleared through a designated port
in Alaska before leaving the State,

8. restrictions on the discards of halibut, sablefish, rockfish, and Pacific cod, and

9. the community development quotas (CDQs).

Other characteristics of an IFQ program also will tend to benefit the coastal communities adjacent
to the fishing grounds. These are discussed below.

There has been concern raised throughout Alaska that with IFQs fishermen will tend to land their
fish outside of Alaska rather than in Alaskan ports. In the past fishermen have indeed landed
Alaska-caught halibut in Oregon, Washington and British Columbis, typically receiving more for each
pound of fish landed outside of Alaska, in part because the ports are closer to the final markets.
During 1988-1990 about 4 million pounds of Alaska-caught halibut annually were landed in other US
ports. Two possible explanations of why fishermen would make the four to five day run to
Washington and Oregon to deliver their halibut are: (1) the fishermen live in Oregon and
Washington or have their vessels repaired there and (2) they receive higher exvessel prices in Oregon
and Washington. Below, these issues are examined under the current management regime and then
under the proposed IFQ regime.

Under ecither system fishermen from other states will be allowed to harvest halibut. Under open
access, there have been set openings, most recently of 24-hours in the major halibut areas. In these
fisheries no more hooks may be pulled after the 24 hour period ends. At that point all fishermen
head to the landing port of their choice. The first fishermen to reach the landing port have either
quit fishing early and foregone some catch or have fished closer to the port. Their fish is unloaded
first and may in fact receive a higher price because it can be sold fresh. Soon however, a backlog of
boats jams the ports and many who arrive later must wait three to four days before unloading. Those
who arrive late may receive a lower price because their fish has been sitting on ice longer.

The fisherman from Seattle who arrives late into port is faced with a three-day wait at the processor,
during which time he incurs crew and vessel costs. After delivering the fish he must either return to
Seattle or gear up for a different fishery if he intends to continue to fish. If it happens to be a late
opening, for example in the cleanup fishery, other fisning activity may be concluded. The fisherman
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may choose to make the four to five day run to Seattle, and deliver the fish. Since he has to make
the run anyway, he saves the cost of waiting in port for several days to unload, his fish will be no less
fresh, and he may be able to get a higher price in Seattle. These are strong incentives to land fish
in Seattle or perhaps in British Columbia.

In an IFQ fishery, the same fisherman is faced with many more choices as to when and where he will
fish. He may use his entire quota on halibut trips, he may choose to fish for both halibut and Pacific
cod or for both halibut and rockfish, or he may use his halibut IFQ to keep his halibut bycatch while
trolling for salmon. If he decides to use his quota in the halibut fishery, probably before going
fishing, he will contact different processors for the best price. Processors in Seattle, used to receiving
fresher fish from the IVQ fishery in British Columbia may not be as willing to accept 4 to 5«lay older
fish from Alaska. Alaska processors who know they can deliver the freshest fish to the market may
be able to get the highest price and therefore may be willing to pay the most for it. Regardless, the
fisherman knows he will not have to wait up to a week outside the processor’s door. With this in
mind, he would probably be better off landing his fish at a port adjacent to the fishing grounds, than
to run his fish down to Washington or British Columbia.

One of the major benefits of IFQs is that the number of fishing days per trip can be increased from
one day, which is typical in many areas with the open access fishery, to up to seven days with IFQs.
With these longer more efficient trips, the additional days required to land halibut in Seattle will be
even more costly in terms of decreased product quality. Therefore, the longer trips that will occur
with IFQs will provide an added incentive to land halibut at ports adjacent to the fishing grounds.

If it were not for these product quality issues, the limits on the amount of IFQ that can be used by
a person and a vessel could increase landings in Seattle. For a vessel that can take this limit in one
trip at the end of its multi-fishery fishing year off Alaska, and that is based in Seattle or has annual
maintenance done there, landing its limit in Seattle would be relatively attractive if it were not for
the associated product quality problem.

Now consider the fisherman who uses his halibut quota in conjunction with other species. Halibut
is a fish with an extraordinarily long shelf life and can easily undergo the rigors of a 4 to 5-day trip
to market. Other species are not so robust. Rockfish and Pacific cod need to be processed within
48 hours of harvesting, and sablefish, though more durable than these, must nevertheless be frozen
within 7-8 days of harvesting. A fisherman who decided to combine his halibut quota with another
species will be much less likely to take his halibut down to Seattle, if the other species on board can't
make the trip. Processors that want to stay in business probably will be willing to take a mixed
landing of fish.

Processors in remote ports, especially those not served by air transportation (or by inexpensive air
transportation), may find it difficult to compete in the markets for fresh halibut. Such processors will
be at a competitive disadvantage under IFQs. This is and always has been a cost of doing business
in Alaska. Under the open access fisheries for halibut, these kinds of communities are able to attract
fishermen because they are able to offer the same prices as those in larger ports because most of the
product will be frozen and inexpensive air transportation is not crucial.

There are features of an IFQ program that will tend to benefit coastal communities. A more
constant and steady flow of raw product, as would be promoted under an IFQ system, could result
in several important types of benefits. First, local residents as opposed to transient workers can be
used for processing halibut and sablefish. Second, with landings distributed throughout the year,
there is an increased opportunity for local fishermen to participate in the fisheries, more of the
exvessel earnings of local fishermen will remain in the local community, and the local economy will
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be substantially less seasonal Third, there will tend to be more value-added processing and
processing of species that would have otherwise been discarded. This is because when the supply of
raw product exceeds the available processing capacity, processors tend to produce only those products
which give them the most revenue per hour, but when the supply of raw product slows, processors
are more likely to use facilities and workers which produce less revenue per working hour, but more
revenue overall, because they employ the facility over a longer period of time.

Communities that have not been able to attract a processor with large freezing capacity would tend
to be more competitive with IFQs. Much less freezing capacity is necessary when landings are more
evenly distributed throughout the year and no freezing capacity is needed if the halibut is going to
fresh markets. The change in the comparative advantage in favor of small processors with limited
or no freezing capacity is demonstrated by the dramatic change that occurred in Canada this year with
their IVQ program. The processing of halibut switched from being done almost exclusively by one
company to being done almost exclusively by a large number of small processors who prepared the
halibut for fresh markets. The change would be expected to be in the same direction in Alaska but
not as dramatic because the shift to fresh halibut is not expected to be as complete for the Alaska
fishery.

Another potential advantage to some coastal communities adjacent to the fishing grounds is that large
processors may not be willing to operate at less than peak capacity, preferring to shut the plants down
in low use period. This might open the way for smaller processors to become more viable. For
example, a small halibut processor who fillets and ships 1,000 Ibs per day direct to restaurants over
a period of 6 months (180,000 Ibs) would doubtless bring in as much economic activity as a large
freezing facility which produces 180,000 lbs in a single day. The small processing facility wouid much
more likely employ local residents than the large plant.

IFQs also provide a community with the opportunity fo assure its continued involvement in the
halibut and sablefish fisheries. With IFQs, they can assist local fishermen in acquiring QSs. To the
extent that there are external benefits of having local fishermen own QSs, a community can assure
that this source of market failure is eliminated by providing such assistance. Similarly, if the State
or Nation determines that the individual decisions of fishermen to buy and sell QSs will ignore costs
and benefits to specific communities, it can assist local fishermen or local communities in acquiring
QSs. The restrictions on the ownership of QS and the use of IFQs by a governmental entity, such
as a town, limits but does not eliminate the ability of a town to assure that local fishermen have
adequate QSs.

Finally, the IFQ program is expected to increase the benefits that can be derived from the fisheries
by increasing retained catch, increasing exvessel and wholesale prices, and by decreasing harvesting
and processing costs. Much of the benefits will be captured by the initial recipients of the QSs and
some of the benefits will go to those who acquire QS subsequent to the initial allocation. These
benefits will increase the wealth of these individuals and, thereby, tend to benefit the communities
in which they live. As demonstrated by the data presented in the next section, residents of coastal
communities adjacent to the fishing grounds will receive a very large proportion of the halibut and
sablefish QSs.

33 Historical Distribution of Catch and the Initial Distribution of QSs and IFQs by Residence
of Vessel Owners

Landings and exvessel values of halibut, sablefish, and other species, are a measure of the income

derived from actual fishing activities. In the followings tables we have grouped vessel owners by their
reported city of residence. Because of confidentiality restrictions we grouped cities into Boroughs
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or U.S. Census districts in Alaska. To the extent that we can report it, the tables in effect describe
the relative dependency of the community on the two [FQ species compared to the harvest and value
of all other species, including groundfish, salmon, herring, and shellfish.

Tables 3.3 - 3.5 summarize: (1) the number of vessel owners associate with those landings; (2) the
percentage of vessel owners with each type of landings; and (3) the percentage of the exvessel value
accounted for by each type of landings. The number of vessel owners with halibut or sablefish
landings by areas in Alaska ranged from 0 for several areas and years to 781 in 1990 for the Kenai
Peninsula Borough (Table 3.3). The percentage of the total number of vessel owners in an area who
had halibut or sablefish landings ranged from 0 for several arcas and years to 86.7% in 1988 for
Ouzinkie in the Kodiak Island Borough (Table 3.4). Finally, the percentage of the total exvessel
value of all vessel owners in an area accounted for by halibut and sablefish combined ranged up to
87.2% in 1989 for Ouzinkie in the Kodiak Island Borough. For many areas, each of these measures
of the relative importance of the halibut and sablefish fisheries compared to all fisheries fluctuated
substantially during 1988 through 1990.

Tables 3.6 - 3.9 contain estimates of: (1) the annual number of halibut vessel owners and the number
of halibut QS recipients by census area in Alaska; (2) the corresponding percentage distribution of
vessel owners and QS recipients by census area; (3) annual catch and IFQs based on 1991 TAGCs by
census area in Alaska; and (4) the corresponding percentage distribution of the annual catch and
IFQs by census area. Tables 3.10 - 3.13 contain similar data for the fixed gear sablefish fishery and
Tables 3.14 - 3.17 contain these data for the two fisheries combined. For the combined fisheries,
landings and IFQs are measured in terms of exvessel value rather than pounds to allow more
meaningful summations for the two fisheries.

The following examples of the data contained in these tables are for the two fisheries combined.
With the exception of exvessel price data that were extracted from a separate data set to generate
the estimates in Tables 3.16 and 3.17, the data in Tables 3.3 - 3.17 are from the data set used to
generate the Tables in Chapter 2.

With very few exception, the number of halibut and sablefish QS recipients for each census area is
greater than the number of vessel owners in any one year from 1985 - 1990, often the number is
substantially larger (Table 3.14). For example, although the number of owners per year for Prince
of Wales-Outer Ketchikan ranged from 80 to 166, the number of QS recipients is 236 which is 42%
greater than 166. For the State as a whole, the number of recipients is also 42% greater than the
maximum annual number of vessel owners. This is the result of the three year qualifying period that
is being used to determine who will receive QSs and the fact that a large number of people enter or
leave these fisheries each year.

The percentage of the total number of halibut and sablefish vessel owners who lived in each area
typically varied annually and the percentage of QS recipients accounted for by each area is usually
within the range of its annual percentages (Table 3.15) For example, Sitka accounted for from 7.3%
to 8.7% of the owners and will account for 7.3% of the QS recipients.

The exvessel earnings of halibut and sablefish vessel owners for each area varied substantially during
the 6-year period and, with few exceptions, the exvessel value for 1990 is more than the exvessel
value of the IFQs based on 1991 TACs and prices (Table 3.16). This is the result of lower TACs in
1991, Kodiak is the most notable exception. The exvessel values of the 1990 landings and of the
IFQs for residents of the Kodiak Island Borough are $18.6 million and $24.1 million, respectively.
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The percentage of the total exvessel value of halibut and sablefish accounted for by residents of each
area typically varied annually and the percentage of IFQ exvessel value accounted for by each area
is usually within the range of its annual percentages (Table 3.17) For example, Wrangell-Petersburg
accounted for from 8.9% to 11.1% of the total exvessel value and will account for 9.8% of the
exvessel value of the IFQ landings.

Table 3.18 presents the cumulative number of vessel owners by census area and by year with halibut
landings within each of five landings intervals. It also includes the corresponding number of QS
recipients. Table 3.19 presents similar information for the fixed gear sablefish fishery. To meet State
and Federal confidentiality rules, the cumulative number of persons in the highest interval was placed
in the next highest interval if the difference was less than four. The number of persons in any one
interval above the lowest is the difference between the cumulative number for that level and the
cumulative number for the next lower interval. For census areas with principally confidential data,
brief summaries are provided.

The data in Table 3.18, for example, indicates that for the Kenai Peninsula Borough: (1) there were
726 halibut vessel owners in 1990: (2) 187 of those owners had landings of less than or equal to 1,000
Ibs.; (3) 627 of them had landings of less than 20,000 lbs; (4) 99 (726 - 627 = 99) had landings of at
least 20,000 lbs.; (5) 710 will receive IFQ of less than 5,000 Ibs; and (6) 100 will receive IFQs of at
least 20,000 bs.

3.4 Potential Movement of QSs Away from Rural Areas Adjacent to the Fishing Grounds

The Tables in the previous section include estimates of the initial distributions of QS by census area.
The concern has been raised that, although the initial distribution may be acceptable, the
transferability of QS may result in a very different pattern of QS ownership. More specifically, the
concern is that the percentages of QS owned by Alaska residents of coastal communities adjacent to
the fishing grounds will decrease substantially and such a change may decrease landings in these
communities. The likelihood of this happening is the topic of this section.

The levels of transfers of Alaska limited entry permits from Alaska residents to nonresidents and from
local rural residents to others provides some indication as to whether this should be a major concern
for the Council’s recommended IFQ program. The following statistics on permit transfers are taken
from CFEC Report Number 91-6, Changes in the Distribution of Alaska’s Commercial Fisheries
Permits 1975-1990.

1. Alaskan residents were issued 10,922 permit (81.1% of the total).

2 Nonresidents were issued 2,540 permits (18.9%).

3. Alaskan rural local residents were issued 6,142 permits (45.6%).

4. Since 1975, 367 permits of Alaskan residents were revoked.

5. 70 permits of nonresidents were revoked.

6. As a pet result of transfer activity, Alaskan residents held 169 fewer permits than they had
been issued and nonresidents held 169 more.

7. The migration of permit holders to places outside Alaska caused a permit decrease to Alaskan
residents of 221 permits and an increase to nonresidents of 221 permits.
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8. Combining the effects of revocation, transfer and migration, by the end of 1990, Alaskan
residents held 10,165 permits (78.0), nonresidents held 2,860 (22.0%), and rural local residents
held 5,137 (39.45). (Note: the term "local" and "nonlocal” refer to whether residency is
adjacent to fishing grounds, "local” indicating that residency is adjacent to the grounds.)

9. The numbers of permits owned by rural nonlocal Alaskan residents and urban nonlocal
Alaskan residents increased, but the numbers owned by each other group of Alaskan residents
decreased.

10.  Despite the net outflow of permits from rural local Alaskan residents, this remains the
dominant owner group.

These statistics indicate that there has been a relatively small net transfer of permits from Alaskan
residents to nonresidents but a substantially larger net transfer from rural local Alaskan residents to
other Alaskan residents. The information presented below considers whether a similarly large
transfer away from rural local residents would be expected with the IFQ program recommended by
the Council.

Much of the following discussion of the potential drain of QS from coastal communities is based on
a November 1, 1990 memorandum from Linda J. Snow, an analyst for the Alaska State Legislature,
to Alaska State Representative George Jacko. The subject of the memorandum is Rural Fishing
Permit Drain: Causes and Economic Consequences, Research Request 90.344. Although the
memorandum focuses on Bristol Bay salmon permits, it provides information that can be used to form
expectations concerning the potential transfers of halibut and sablefish QSs. Individual comments
from the memorandum are followed by an explanation of its implications for QS transfers.

1. Most of the Alaskans who purchased permits from outside their area of residence were from
medium-size port communities, rather than from large urban areas. This seems to indicate
that the current generation of Alaskan fishermen are not mostly “moonlighting urbanites”, but,
increasingly, professional fishermen.

This type of transfer, to professional fishermen, is an expressed goal of the Council.

2. The "B" loans have been used to purchase Bristol Bay set net, Kodiak set net and Alaska
Peninsula set net permits from local owners.

Loan programs can be changed so they do not encourage undesired transfers of QS.

3. Thirty-four percent of those who sold limited entry permits had made no landings during the
prior year, and 61 percent of those who did fish had earnings below the median for that
permit type. This evidence indicates that many sellers are "marginal” fishermen. The balance
of permit transfers resuited mostly from retirement, failing health, or death.

Because the permits allow a vessel to fish, those who have a more capable vessel or those who are
willing to work that vessel longer and harder will be able to get the most out of owning a permit.
This is not the case with IFQs. A "marginal® fisherman in terms of his level of catch due to his boat,
the extent he wants to use his boat, and other attributes of the fishing operation is at a disadvantage
in a permit fishery. But he is not at a disadvantage in an IFQ fishery because he can use an amount
of TFQ that is consistent with these attributes. All that is necessary is that he can catch fish at a
competitive cost.
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4. Statistics show that there was an initial outflow of permits from rural local owners during the
first several years of limited entry. ... We were told ... that the main reason for this initial
outflow was a basic misunderstanding of the system by rural permit holders. Many rural
permit holders were not aware that the permits were issued on a one-time basis only and that
no others could be issued. ... Apparently some rural fishermen were not aware that they
could not obtain another permit, or that they could be excluded from the fishery without one.
Other permits are said to have been sold because the owners believed that the Ostrosky case
would be won, and that the permit system would be abolished.

After the years of experience with the State's limited entry program, there should be a much better
understanding of what one is giving up when he sells his QSs. Therefore, the initial outflow with an
IFQ program would tend to be substantially less than that which occurred with the salmon permits.

5. The outflow of permits slowed in the early 1980s .... those most inclined to sell had already
done so, leaving permits with the more serious fishermen.

This suggests that: (1) the lesson was learned concerning the value of what was being sold; and (2)
among rural area residents, the transfers were in a direction desired by the Council.

6. During 1986 and 1987, another large outflow of permits from rural local permit holders
occurred in the Bristol Bay drift gill net fishery.... According to John Mitchell, a permit
broker from Western Alaska Brokerage company, this outflow had two causes. First, many
rural local fishermen had come to realize that they could not effectively compete in the
fishery against the urban Alaska and nonresident fishermen who were better capitalized and
had larger crews. Second, Bristol Bay drift gill net permits had increased dramatically in price,
rising to $121,120 in 1986, and up again to $130,265 in 1987.

As noted in response to comment 3, the fishing power of a fishing operation and its total catch is
important with a license limitation program but not with IFQs. Therefore, an operation with a low
level of catch that will not be competitive with the former program can be very competitive with the
latter. If fishermen with low levels of annual catch under a license limitation program could share
a permit or buy part of a permit, they would be much more competitive and the cost of buying or
retaining part of a permit would be much more feasible than buying or retaining a whole permit.
With IFQs, fishermen with low levels of catch can purchase or retain the equivalent of part of a
permit. Therefore, an IFQ program would eliminate or greatly reduce the two causes of the increase
in permit outflows in 1986 and 1987.

7. Commercial fishing is a very unpredictable business. Earnings vary greatly from year to year.
This fact confounds payback schedules when loans are outstanding. In a bad year, a rural
fisherman may not be able to breakeven from out-of-pocket fishing expenses .... Without an
alternative source of income, a rural fisherman may be unable to make his permit or boat
payments, If the permit is collateral for the loan, he may lose it. He may voluntarily sell the
permit to get out of debt, with the same result.

IFQs would reduce the uncertainty by providing a fisherman with the right to take a known
percentage of the TAC. This could reduce these losses.

8. House Bill 285 (Sixteenth Alaska Legislature) would require three years experience in a
fishery before a fisherman would be eligible to purchase a permit in that fishery. .... A three-
year experience would tend to favor local residents ....

The bona fide crew member requirement would tend to have the same type of effect; however, it is
much less stringent.
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9. The CFEC could relax its prohibition on leasing pcrmit.s. Leasing permits would possibly
allow access to the fishery by nonresidents, but it could allow rural permit holders an
alternative to selling their permits, and allow other rural residents the opportumty to fish
without purchasing a permit.

IFQs provide some of the flexibility associated with leasing permits in that, as noted above, they are
in some ways comparable to permits that can be shared. The Council has recommended that a
limited amount of a person’s QSs may be leased.

10. Native corporations and nonprofit organizations could be allowed to purchase permits and/or
hold them as collateral .... if these agencies could hold permits as collateral, they would be
more willing to loan money on them. ,

QSs may be held as collateral; therefore, an additional problem with respect to outflows is eliminated
with the Council’s recommended IFQ program.

11. Some have sugpested that fishing gear and the size of the fishing boats should be further
restricted. This might enhance the ability of rural fishermen to compete in the fishery.

The Council’s IFQ program includes vessel class restrictions and ownership and use limits that will
tend to make rural fishermen more competitive. And as noted above, the harvesting capacity of an
operations is much less important with IFQs than with a license limitation program.

12, Share cropping or fishing on a percentage-of-carnings basis is another financing technique
which would make debt payments more manageable.

This would be allowed to a limited extent with the Council’s IFQ program.

Based on the experience with the State’s license limitation program and some critical differences
between that program and the IFQ program recommended by the Council, the net transfer of QSs
from Alaskan residents to nonresidents is not expected to be substantial and the net transfer from
local rural residents to other Alaskan residents is expected to be substantially less than it has been
for Alaskan limited entry permits. In addition to being supported by the comments that were made
above, the latter conclusion is supported by the following: (1) the community development quotas
that are part of the IFQ program will increase the participation of local rural residents; and (2)
unlike the State’s limited entry programs, the IFQ program is for fisheries that have not been
dominated by local rural residents.

In evaluating the IFQ program, it should be recognized that although there may be net QS transfers
that decrease the net benefits of the IFQ program, the IFQ program is expected to provide net
benefits to rural local residents and to Alaskan residents as a whole. Many would agree, that despite
the permit drain that has occurred with the State’s limited entry program, the program has benefited
many rural communities.

ADDEIFQ.C3 3-12 September 15, 1992



Table 3.1

Catch, in thousands of pounds, and value, in thousands of dollars, of halibut,

sablefish, halibut and sablefish, other species and all species by year and

borough or census area of landing, 1988-1990.

Catch
1988 1989 1990 1988
Anchorage & Kenai Peninsula Boroughs
Halibut 15,776 13,817 13,023 19,058
Sablefish 12,345 14,309 14,195 12,482
Sub-total 28,121 28,126 27219 31,540
Other 122,964 80,134 88,030 180,465
All Species 151,086 108,261 115,248 212,006
Kodiak Island Borough
Halibut 19,093 17,188 12,995 23,275
Sablefish 7328 7216 5811 7.135
Sub-total 26,421 24 404 18,806 30,410
Other 269,367 167,370 292,680 164,635
All Species 295,788 191,774 311485 195,045
Valdez-Cordova Census Area
Halibut 1,553 1,466 2,696 1,802
Sablefish 2,943 1,905 3,117 2,814
Sub-total 4,496 3370 3,813 4616
Other 52271 59,833 110,584 65,321
All Species 56,767 63,203 116,397 69,937
Fairbanks and N.W, Arctic Boroughs and Yukon-Koyukuk Census Area
Other 3,325 2463 1,538 2,638
Haines Borough
Hatibut 86 96 44 100
Other 3,360 2,402 2380 6,473
All Species 3446 2,498 2424 6,573
Juneau Borough
Halibut 1,869 1,709 1,461 2,158
Sablefish 1,821 1915 1,488 1,858
Sub-total 3,689 3,624 2,949 4,016
Other 5453 15939 9,189 8,297
All Species 9,143 19,562 12,138 12,314
Ketchikan Gateway Borough
Halibut 781 1,200 1,036 904
Sablefish 976 1,259 932 926
Sub-total 1,757 2,460 1968 1,831
Other 23,030 76244 45,629 27324
All Species 24,788 78,704 47,597 29,155
Prince of Wales-Outer Ketchikan Census Area
Halibut 965 739 910 1,117
Sablefish 842 985 1,088 792
Sub-total 1,806 1,725 1,998 1,909
Other 11,337 32,425 18,919 11,819
All Species 13,143 34,149 20917 13,728

Value
1989

20,449
13254
33,703
83,316
117,019

25,902
6,275
32,177
69,952
102,130

2,156
1,745
3,901
43,698
47,599

1,141

136
3,080
3216

2430
2,128
4,559
8,743
13,302

1,700
1,198
2,898
38,101
40,998

1,047

892
1,939
15,383
17,322

27,258
116,648
143,906

4,664
2321
6,985
57.811
64,796

701

78
2,450
2,528

2,582
1,189
3,771
5,372
9,143

1,836
739
2,575
24,775
27,350

1,612
850
2462
8,497
10,959
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Table 3.1 continued

Caich
1988 1989
Sitka Census Area
Halibut 4,646 3,857
Sablefish 8,677 6,387
Sub-total 13,323 10244
Other 16,074 18,076
All Species 29,398 28,320
Skagway-Yakutat-Angoon Census Area
Halibut 2,627 2,795
Sablefish 6,891 8,000
Sub-total 9,518 10,795
Other 11,973 12322
All Species 21,491, 23,117
Wrangell-Petersburg Census Area
Halibut 3917 3,666
Sablefish 2,908 2980
Sub-total 6.826 6.647
Other 49,604 114,895
All Species 56,429 121,542
Aleutians East and Lake and Peninsula Boroughs
Halibut 4241 3,281
Sablefish 4,589 3.047
Sub-total 8,830 6,328
Other 156,055 201,774
All Species 164,885 208,102
Aleutians Census Area (balance of)
Halibut 1,780 1,781
Sablefish 1,138 1,310
Sub-total 2918 3,092
Other 392,952 469,149
All Species 395,871 472241
Bethel and Wade-Hampton Census Areas
Halibut 5 5
Other 22,068 14,399
All Species 22,073 14,404
Bristol Bay and Dillingham Census Areas
Halibut 0 0
Other 63,608 106,144
All Species 63,608 106,144
Unspecified Alaska Ports
Halibut 26 34
All Washington Ports
Halibut 3,194 3,652
Sablefish 793 463
Sub-total 3,988 4,115
Other 37,759 36,328
All Species 41,747 40,442

3-14

1990
3,638
6,037
9.675
14,651
24,326

2,793
6,126
8.920
13,162
22,082

2,840
3,257
6,097
73,982
80,079

4,993
2,037
7,030
345,519
352,548

1,300
1,528
2.828
556,207
559,035

3
8475
BA478

33
125,593
125,626

3.448

4,069
63,991
68,060

1988

5515
9,139
14,654
18,586
33,240

3,056
6911
9.967
20,907
30,874

4,666
2974
7.640
50,746
58,386

5,144
4,018
9,162
122,661
131,823

2,037
1,016
3.083
95,900
98,953

21,772
21,177

100,691

- 100,691

43

5,200
958
6,158
41,112
47,269

Value
1989

5,581
6,134
11,715
14,656
26,371

4,017
7.830
11,847
13,593
25440

5,148
2,602
7,749
57,665
65.415

4,806
2,187
7.593
95,501
103,094

2480
1,153
3,632
93,706
97,339

11
9,992
10,003

115,794
115,794

79

6,598
440
7.038
41,028
48,066

1990

6,363
4,893
11,256
16,651
27.907

4951
4,693
9,644
17474
27,118

4,874
2,679
7,554

42,009

49,563

8,741
1,537
10,278
123,246
133,525

2,295
1,106
3.401
113,437
116,838

7.832
7.836

46
126,591
126,637

7,830
828
8,657
73422
82,079




Table 3.1 continued

'l

1988
Al Oregon Ports
Halibut 22
Other 0
All Species 222
Floating Processor/Mothership
Sablefish 19,229
Other 1,128,377
All Species 1,147,606
All British Columbia Ports
Halibut 77
Sablefish 0
Sub-total 77
Other 1,400
All Species 1,477
Unknown Ports
Halibut 40
Other 10,338
All Species 10,378
All Ports
Halibut 60,899
Sablefish 70481
Sub-total 131,380
Other 2,381,318
All Species 2,509,346

498

15319
2,253,318
2,268,638

36
22
57

0
57

69
2,897
2967

55,889
65,119
121,008
3,666,110
3,784,622

518

13,019
4,336,781
4,349,801

1,061

1,265
707
1972

0
5,305
5,305

52,676
59,461
112,137
6,113,440
6,224,038

18,132
357,000
375,133

65
14 367?
14,742

74,631
69,157
143,787
1,311,494
1,452,600

Value
1989

1,169
0
1,169

16,271
493,893
510,164

63
18
81

0
81

126
3614
3,741

83,899
62,727
146,625
1,202,857
1,348,263

1990

924
32
956

14,019
851,838
865,856

2,155
218
2373
316
2,689

0
12,043
12,043

95,307
49912
145219
1,672,981
1,817,500
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Table 3.2 Percentage of catch and value of halibut, sablefish, halibut and sablefish, other
species and all specics by year and borough or census area of landing, 1988-90.

% of
Catch
1988 1989 1990 1988

Anchorage & Kenai Peninsula Boroughs

Halibut 104% 12.8% 11.3% 9.0%

Sablefish 82% 132% 123% 59%

Sub-total 18.6% 26.0% 23.6% 149%

Other 81.4% 74.0% 764% 85.1%
Kodiak Island Borough

Halibut 6.5% 9.0% 42% 11.9%

Sablefish 2.5% 3.8% 1.9% 3.7%

Sub-total 89% 12.7% 60% 15.6%

Other 91.1% 87.3% 94.0% 84.4%
Valdez-Cordova Census Area

Halibut 2.7% 2.3% 23% 26%

Sablefish 52% 3.0% 2.7% 4.0%

Sub-total 79% 53% 5.0% 6.6%

Other 92.1% 94.7% 95.0% 934%
Fairbanks and N.W. Arctic Boroughs and Yukon-Koyukuk Censns Area

Other 100.0% 100.0% 100.0% 100.0%
Haines Borough

Halibut 2.5% - 38% 18% 15%

Other 97.5% 96.2% 58.2% 98.5%
Juneau Borough

Halibut 204% 8.7% 12.0% 17.5%

Sablefish 19.9% 98% 12.3% 15.1%

Sub-total 40.4% 18.5% 24.3% 32.6%

Other 59.6% 81.5% 75.7% 674%
Ketchikan Gateway Borough

Halibut 3.1% 1.5% 22% 3.1%

Sablefish 19% 1.6% 2.0% 32%

Sub-total 7.1% 3.1% 4.1% 63%

Other 92.9% 96.9% 95.9% 93.7%
Prince of Wales-Outer Ketchikan Census Area

Halibut 13% 22% 43% 8.1%

Sablefish 6.4% 29% 52% 58%

Sub-total 13.7% 51% - 9.6% 139%

Other 86.3% 94.9% 90.4% B6.1%
Sitka Census Area

Halibut 15.8% 13.6% 150% 16.6%

Sablefish 29.5% 22.6% 24.3% 27.5%

Sub-total 453% 36.2% 39.8% 44.1%

Other 54.7% 63.8% 602% 55.9%

% of
Value
1989

17.5%
11.3%
28.8%
712%

254%

6.1%
31.5%
68.5%

4.5%
3.7%
82%
91.8%

100.0%

4.2%
95.8%

18.3%
16.0%
34.3%
65.7%

4.1%
2.9%
11%
92.9%

6.0%
52%
112%
88.8%

21.2% -

23.3%
44.4%
55.6%

22.0%
10.1%
32.1%
67.9%

16.0%

29%
18.9%
Bl.1%

72%
3.6%
10.8%
89.2%

100.0%

3.1%
96.9%

28.2%
13.0%
41.2%
58.8%

6.7%
2.7%
9.4%
90.6%

14.7%

7.8%
22.5%
71.5%

22.8%
17.5%
403%

59.7%
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Table 3.2 continued

% of
Caich
1988 1989
Skagway-Yakutat-Angoon Census Area
Halibut 122% 12.1%
Sablefish 32.1% 346%
Sub-total 443% 46.7%
Other 55.7% 533%
Wrangell-Petersburg Census Area
Halibut 695% 3.0%
Sablefish 52% 2.5%
Sub-total 12.1% 55%
Other 87.9% 945%
Aleutians East and Lake and Peninsula Boroughs
Halibut 2.6% 1.6%
Sablefish 28% 1.5%
Sub-total 54% 3.0%
Other 94 6% 97.0%
Aleutians Census Area (balance of)
Halibut 04% 04%
Sablefish 0.3% 03%
Sub-total 0.7% 0.7%
Other 99.3% 993%
Bethel and Wade-Hampton Census Areas
Halibut 0.0% 0.0%
Other 100.0% 100.0%
Bristol Bay and Dillingham Census Areas
Halibut 0.0% 0.0%
Other 100.0% 100.0%
Unspecified Alaska Ports
Halibut 100.0% 100.0%
All Washington Ports
Halibut 1.7% °.0%
Sablefish 1.9% 1.1%
Sub-total 9.6% 102%
Other 9%0.4% 89.8%
All Oregon Ports
Halibut 100.0% 100.0%
Other 0.0% 0.0%
Floating Processor/Mothership
Sablefish 1.7% 0.7%
Other 98.3% 99.3%

12.6%
21.7%
404%
59.6%

3.5%
4.1%
1.6%
924%

14%
0.6%
20%
98.0%

02%
0.3%
0.5%
99.5%

0.0%
100.0%

0.0%
100.0%

0.0%

51%
0.9%
6.0%
94.0%

T14%
22.6%

0.3%
99.7%

[y
N
o0
0

224%
323%
67.7%

8.0%
5.1%
13.1%
86.9%

3.9%
3.0%
7.0%
93.0%

2.1%
1.0%
3.1%
96.9%

0.0%
100.0%

0.0%
100.0%

100.0%

11.0%

2.0%
13.0%
87.0%

100.0%
0.0%

4.8%
95.2%

% of
Value
1989

15.8%
30.8%
46.6%
53.4%

1.9%
4.0%
11.8%
88.2%

4.7%
2.7%
714%
92.6%

2.5%
12%
3.7%
96.3%

0.1%
99.9%

0.0%
100.0%

100.0%

13.7%

0.9%
14.6%
854%

100.0%
0.0%

32%
96.8%

18.3%
17.3%
35.6%
64.4%

9.8%
5.4%
152%
84.8%

6.5%
12%
1.7%
92.3%

20%
0.9%
2.9%
97.1%

0.0%
100.0%

0.0%
100.0%

0.0%

9.5%
1.0%
10.5%
89.5%

96.6%
34%

1.6%
98.4%
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Table 3.2 continued

All British Columbia Ports
Halibut
Sablefish
Sub-total
Other

Unknown Ports
Halibut
Other

52%
0.0%
52%
94.8%

04%
99.6%

% of
Caich
1989

62.2%
37.8%
100.0%
0.0%

23%

97.7%

1690

53.8%
104%
64.2%
358%

0.0%
100.0%

1988

212%

0.0%
21.2%
78.8%

0.4%
99.6%

% of
Value
1989

719%
22.1%
100.0%
0.0%

34%
96.6%

80.1%

8.1%
88.3%
11.7%

0.0%
100.0%
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4.0 EFFECTS ON OTHER FISHERIES

The potential effects on other fisheries of the proposed IFQ program are discussed in this chapter.
The fisheries considered are other commercial fisheries off Alaska, commercial fisheries in adjacent
waters managed by other Regional Fishery Management Councils, recreational fisheries off Alaska,
and subsistence fisheries off Alaska.

4.1 Non-IFQ fisheries

By relieving pressure on the halibut and sablefish fisheries, an IFQ program would tend to increase
participation in other fisheries for two reasons. First, participation in the other fisheries would
probably increase as fishermen attempt to create a record of participation in the expectation that
IFQs would be used in those fisheries eventually. The increased participation in the other fisheries
would impose costs on fishermen who are already participating in those fisheries and, perhaps, on
these fisheries as a whole. Second, those who chose not to participate in the halibut and sabiefish
fisheries might be more likely to participate in the other fisheries. However, there are also some
individuals whose participation in other fisheries would not be possible without participating in the
halibut or sablefish fishery. To the extent such fishermen leave the halibut and sablefish fisheries as
a result of the IFQ program, their participation in other fisheries would also decrease.

The effect on other fisheries of the IFQ program for halibut is clearly limited by the fact that in the
major halibut areas, the fishing year consists of only one or two days of fishing. This means that most
of those involved in the halibut fishery are also actively involved in other fisheries and that relatively
little additional time will be available per vessel for additional participation in other fisheries.

The data presented in Tables 4.1 - 4.6, Tables 4.7 - 4.12, and Tables 4.13 - 4.18, respectively, provide
information concerning annual cross participation for vessel owners in the halibut fishery, the
sablefish fishery, and these two fisheries combined. Six measures of cross participation and
dependence are presented for each of the two fisheries and for the combined fisheries. For the
halibut fishery, the six measures are: (1) the number of halibut vessel owners that participated in
other fisheries by fishery; (2) the corresponding percentage of halibut vessel owners; (3) the weighted
average of the exvessel value of each fishery as a percentage of the total exvessel value of landings
for all halibut vessel owners; (4) the weighted average of the exvessel value of halibut as a percentage
of the total exvessel value of landings for all halibut vessel owners who also had landings in the
specified fishery; (5) the unweighted average of the exvessel value of each fishery as a percentage of
the total exvessel value of landings for all halibut vessel owners; and (6) the unweighted average of
the exvessel value of halibut as a percentage of the total exvessel value of landings for all halibut
vessel owners who also had landings in the specified fishery. The uses and meaning of each measure
are discussed below: There are small differences between the estimates of the total numbers of vessel
owners presented below and those in Chapters 2 and 3 because the exvessel value information used
for the Chapter 4 tables was not available in the data files used to generate the tables in Chapters
2 and 3.

Although similar data are provided separately for the owners of halibut and sablefish vessels,
respectively, in Tables 4.1 -4.6 and 4.7 - 4.12, this summary is for the two fisheries combined. In 1990,
for example, 4,292 vessel owners had fixed gear halibut or sablefish landings and 3,211 or 74.8% of
these also had other landings in Alaska fisheries (Tables 4.13 and 4.14). More specifically, 767 or
17.9% had longline Pacific cod landing, 1,134 or 26.4% had other longline landings, 744 or 17.3% had
troll salmon landings, 1,509 or 35.2% had net salmon landings, and smaller numbers of owners had
landings in various other fisheries. Because the other longline landings, excluding Pacific cod,
accounted for only 0.5% of the total exvessel value of the total landings of halibut and sablefish vessel
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owners (Table 4.15), most of these landings probably were as bycatch in the halibut and sablefish
fisheries.

In 1990, 65% of the total exvessel value associated with these vessel owners was from other fisheries
(Table 4.15) which means that fixed gear halibut and sablefish landings accounted for only 35% of
the total. The exvessel value of their troll and net salmon landings were greater, combined they
accounted for 38.3% of the total. For those owners who also had net salmon landings, fixed gear
halibut and sablefish landings accounted for only 20.9% of the total exvessel value of their landings;
however, for those owners who also had troll salmon landings, fixed gear halibut and sablefish
landings accounted for 43.8% of their total (Table 4.16). For those owners who also had longline
Pacific cod landings, fixed gear halibut and sablefish landings accounted for 44.4% of the their total.

Tables 4.17 and 4.18 present unweighted averages as opposed to the weighted averages in Tables 4.15
and 4.16. The weighted averages are calculated by taking the total exvessel value of a fishery or
group of fisheries for a specific group of vessel owners and dividing that total by another total. For
Table 4.15, the total exvessel value of landings in each fishery for all halibut and sablefish vessel
owners combined is divided by the total exvessel value of all fisheries for halibut and sablefish vessel
owners. Therefore, a larger percentage indicates higher relative dependence on a specific fishery and
conversely a lower dependence on other fisheries including halibut and sablefish. The difference for
Table 4.16 is that each percentage is calculated by dividing the total exvessel value of fixed gear
halibut and sablefish landings by the total exvesse! value for zll fisheries, where both values are for
all the vessel owners with halibut or fixed gear sablefish landings and landings in the specific fishery.
Therefore, each entry in Table 4.16 is for a separate subset of halibut and sablefish vessel owners and
a higher percentage indicates a higher dependence on these two fisheries.

The unweighted percentages in Tables 4.17 and 4.18 are generated by first calculating the appropriate
percentage for each vessel owner and then calculating the average percentage across all owners for
a particular group of owners. The data in Table 4.17 indicate that, in 1990, the average percentage
of exvessel value of fixed gear halibut and sablefish vessel owners accounted for by other landings was
63.2% compared to the weighted average of 65%.

Although the weighted and unweighted averages are approximately the same for the percentage of
exvessel value accounted for by other landings, the same is not true for the percentage of exvessel
value accounted for jointly by halibut and sablefish. The weighted average is 35% compared to
52.7% for the unweighted average. This difference is explained by the following: (1) a substantial
number of vessel owners who catch only small amounts of halibut and sablefish catch proportionately
less of other species and (2) some of those who catch a lot of halibut and sablefish catch
proportionately more of other species. These results demonstrate two things. First, the unweighted
averages tend to give better measures of the typical relative dependence on a fishery. Second, the
data presented in these table are only measures of the relative dependence on the various types of
landings because many vessel owners have other sources of income including non-Alaska fisheries and
non-fisheries income.

The percentage of halibut vessel owners with each of five different levels of dependence on the
halibut fishery, measured in terms of the percentage of total exvessel value accounted for by the
halibut, is depicted in Figure 4.1 - 4.3. The first figure presents the data for all halibut vesse! owners.
The second and third figures present the data for the bottom and top 20% of the halibut vessel
owners in terms of halibut catch. Similar data for the sablefish fishery and for the two fisheries
combined are presented in Figures 4.4 - 4.6 and 4.7 - 4.9. The following comments are for the
combined fishery.
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The level of dependence of halibut and sablefish vessel owners on the these two fisheries is bi-modal,
that is, the larger percentages of vessel owners who receive from 0% to 20% or from 80% to 100%
of their total Alaska exvessel value from these two fisheries is substantially greater than the
percentage of owners who receive 20% to 40%, 40% to 60%, or 60% to 80% of that value from
these two fisheries (Figure 4.7). The bi-modality is substantially greater for the bottom 20% of the
vessel owners (Figure 4.9). A very small percentage of these vessel owners receives from 20% to
80% of their total exvessel value from the halibut and sablefish fisheries. The level of dependence
is not bi-modal for the top 20% of halibut and sablefish vessel owners. For these vessel owners,
those in the 0% to 20% range account for the smallest percentage of owners and those in the 80%
to 100% range account for the largest percentage of owners.

These measures provide some insights concerning the extent that the IFQ programs may redirect
fishermen to other fisheries. In 1990, almost 18% of the fixed gear halibut and sablefish vessel
owners had Pacific cod landings and those landings accounted for 5.8% of the value of their total
landings. Because relatively few smaller boats participate in the cod fishery, these two measures of
cross participation in the cod fishery greatly understate the importance of this fishery for the owners
of larger halibut and sablefish vessels. The IFQ program is expected to increase the participation of
these vessels in the cod fishery because by allowing the retention of halibut in the cod fishery it will
increase the profitability of the cod fishery and because some of the larger vessels and vessels that
are not owner-operated will not be able to participate as actively in the halibut and sablefish fisheries.
The resulting reallocation of effort to the Pacific cod fishery is expected to be beneficial.

The IFQ program is also expected to result in increased effort in the longline rockfish fishery. The
ability of longline rockfish fishermen to retain their halibut bycatch with IFQs as opposed to being
shutdown when the fixed gear halibut PSC limit is taken will make the rockfish fishery more
economically viable and will allow increased catches by this gear group, potentially at the expense of
trawlers. As with the other fisheries in which halibut is taken as bycatch, longline rockfish fishermen
have a very low harvesting cost for halibut and should be very competitive in bidding for QSs and
IFQs. In fact some of the halibut fishermen who receive halibut QSs are expected to use them to
cover their halibut bycatch and target on rockfish rather than on halibut. The attractiveness of this
situation may induce additional participation in these fisheries. In the recently instituted Canadian
Individual Vessel Quota (IVQ) program this situation apparently has occurred with respect to
rockfish. Additional effort has been exerted in the directed longline fishery for rockfish, resulting in
the total allowable catch of this species being taken in a much shorter period of time than has
previously been experienced (Zyblut, personal communication). An additional reason why the TAC
was taken quicker this year than usual is that fishermen in the IVQ halibut fishery are now retaining
the incidentally caught rockfish that were previously discarded in the fast-paced, license limitation
fishery for halibut and these retained rockfish are now being reported and counted against the TAC.
A similar situation could likely occur in the Southeast Area off Alaska under a halibut IFQ system.
Additional effort could be exerted against rockfish stocks, assuming an ability to retain incidentally
caught halibut. Without the derby style "race for fish", unreported (and discarded) bycatch of rockfish
in the directed halibut fishery would likely be reduced and these species would now be landed and
the landings counted against the TAC. These combined factors would likely increase the possibility
that the TAC for these rockfish species would be reached earlier. On the positive side, the IFQ
program would result in much better accounting of the actual mortality of these species. The
demersal shelf rockfish complex has a low TAC of 550 mt (1992) and mortality of this species in the
directed halibut fishery is currently unknown. The IFQ system would likely result in fisheries
managers having a more accurate understanding of demersal shelf rockfish stocks.
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Because, there are limited entry programs for the salmon and berring fisheries, the proposed IFQ
program will not result in an influx of additional vessels into those fisheries. By allowing salmon
trollers to use IFQs to retain halibut, the IFQ program should increase the profitability of the troll
fishery. As with the other fisheries in which halibut is taken as bycatch, salmon troll fishermen have
a very low harvesting cost for halibut and should be very competitive in bidding for QSs and IFQs.
This benefit will not be available to the net salmon fisheries. The net salmon fishermen who will
receive larger QSs will have an advantage over those who receive smaller or no QSs in that they will
have an additional source of income with which to finance their participation in the salmon fisheries.
This income can come from selling QSs or by using them profitably. This could increase the stability
of the former group and decrease that of the latter. The comments concerning the effects on the
net salmon fisheries also apply to the herring fisheries.

The proposed IFQ program would also tend to result in more vessels entering the crab fisheries.
However, these fisheries offer a limited opportunity for most halibut and sablefish vessels due both
to the physical characteristics of these vessels and limited expected economic rewards from entering
these fisheries.

The moratorium that is currently under consideration by the Council for the groundfish, halibut, and
crab fisheries off Alaska and the further rationalization that will be considered for these fisheries, will
tend to reduce the adverse effects that the IFQ program might otherwise have on these fisheries.
As noted in Chapter 2, although these potentially adverse effects could be eliminated by imposing
simultaneously an IFQ program for all fisheries, this would be difficult to do and it would postpone
substantially the implementation of IFQs for halibut and sablefish. In weighing these tradeoffs, the
Council has determined that the benefits of a more rapid implementation of the halibut and sablefish
IFQ program more than offset the costs of not implementing a more comprehensive IFQ program.

42 Fisheries in adjacently managed waters

Recent amendments to the Magnuson Act require that all amendments submitted to the Secretary
after October 1, 1990 include a fishery impact statement which shall assess, specify, and describe the
likely effects, if any, of the conservation and management measures on:

1. participants in the fisheries affected by the amendment; and,

2. participants in the fisheries conducted in adjacent areas under authority of
another Council, after consultation with such Council and representatives of
those participants.

Although there are no fisheries managed by other Councils that are in adjacent areas, the potential
effects on fisheries beyond the Council’s jurisdiction are considered in this section.

The imposition of an IFQ program for the fixed gear sablefish and halibut fisheries off Alaska is not
anticipated to have any direct effect on fisheries managed by other Councils. However, it will have
direct effects on some of the participants in the fisheries managed by the other Councils, particularly
the Pacific Fishery Management Council (PFMC) because some of these participants also participate
in the Alaska halibut and sablefish fisheries. Past and potential participants in both sets of fisheries
will be affected directly by the amount of QSs they receive and their decisions to buy or sell QSs.
Some will receive enough QSs or will be able to acquire enough that they will decrease their
participation in the PFMC fisheries; the opposite will be true for some; and for others who were
dependent on the Alaska fisheries to support their participation in the PFMC fisheries, leaving
fisheries in both areas may be the result.
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Relative to the areas off Alaska, the sablefish and halibut fisheries under the jurisdiction of the
Pacific Fishery Management Council are very small and are currently characterized by very small
quotas and, in the case of halibut, allocated very distinctly to a variety of user groups including
commercial, subsistence (Indian), and recreational fishermen. As with fisheries within the EEZ off
Alaska, the most likely form of impact would come in the context of new entrants into the fisheries
who do not receive initial allocations of quota share. Potential entrants from outside of Alaska would
be faced with the same prospect of an additional capital input into the costs of their fishing
operations; therefore, they may decide to expand into fisheries within the jurisdiction of their own
EEZ waters, thereby increasing effort into other fisheries not covered by some type of limited entry
program.

Since portions of this IFQ program will be submitted under authority of the Halibut Act, it may be
appropriate to also consider fisheries in the adjacent waters of Canada. Both the sablefish and
halibut fisheries off Canada are currently managed under a form of limited entry or IFQs. Canada
manages its sablefish and halibut fisheries with an IVQ, or individual vessel quota, program. A
potential effect of an IFQ program for the fisheries off Alaska relates to the marketing of halibut.
Under Canada’s IVQ program, for example, 9% of halibut landed in 1991 were delivered to the
fresh fish market with a substantial increase in prices received by fishermen. If the U.S. implements
an IFQ program, this could result in competition in national and international markets with Canadian
product. In terms of overall management of the halibut resource, the International Pacific Halibut
Commission will continue in its role as the primary steward of the resource by taking the lead in stock
assessment and setting of overall fishery quotas.

4.3 Recreational Fisheries

Recreational fisheries for sablefish are virtually non-existent, but are very important in the context
of the halibut resource, coastal communities, and the overall management of halibut fisheries.
Although recreational halibut fisheries would not be directly affected by any of the provisions of the
IFQ program, there are certainly implications to the recreational fisheries. For example, with a
substantially increased season length for commercial fisheries, there could be an increased potential
for user conflicts between these two groups. To the extent that many commercial fishermen would
be on halibut grounds throughout the year, recreational fishing vessels may find it more difficult to
find access to traditional, favorite fishing areas. Direct gear conflicts are aiso a potential resulit.
However, to the extent that most commercial fishing grounds do not overlap traditional recreational
fishing areas, this potential conflict would be mitigated.

Perhaps a more alarming prospect, from the view of the recreational halibut fishing interests, is the
potential for localized depletions of near-shore halibut stocks in areas adjacent to coastal
communities. Under an IFQ program, fishermen would be able to harvest their halibut quota more
or less at their leisure throughout the fishing season, which will probably be eight or nine months
long. With this type of flexibility, it is possible that many fishermen will find it advantageous to make
short trips, near their ports of origin, rather than the traditional trip to more productive grounds
which is fostered under the current derby system. The result could be localized depletions of halibut
stocks in these port areas which have traditionally been relied upon by the charter boat and other
recreational boat fleets.

Notwithstanding these concerns, an IFQ program which reduces gear loss and ghost fishing through

that gear loss, as well as reduced halibut mortality through bycatch discarding in other fisheries, may
result in halibut savings to the benefit of all user groups.

ADDEIFQ.C4 4-11 September 15, 1992



4.4 Subsistence Fisheries

Alaska has the largest group of subsistence fishermen and regulates the subsistence catch of certain
species, but not halibut. IPHC regulations do not recognize a subsistence fishery for halibut.
Removals of this type are viewed as part of the recreational catch and are subject to the recreational
fishery regulations.

Little is known of specific tribal fisheries in Alaska, with the exception of the fishery by Metlakatla
Indian Community of Annette Island in Area 2C. In 1891, the U.S. Congress created the Annette
Islands Reserve {AIR), which was expanded by presidential proclamation in 1915, and includes the
waters within a 3,000-foot boundary surrounding Annette Island and several small neighboring islands.

The Metlakatla Indian Community began a separate fishery in the AIR in 1990, authorized by the
U.S. Secretary of the Interior. Prior to 1990, catches by the Community within the AIR waters
occurred only during the scheduled IPHC Area 2C seasons and ranged from 7,000 pounds in 1986
to 15,000 pounds in 1989. The 1990 fishery in the AIR conducted outside of the IPHC seasons took
33,104 pounds. These catches are considered as part of the overall catch from Area 2C and not as
catches taken outside of the Area 2C catch limit. Thus, the total catch is maintained within the catch
limits established by IPHC.

ADDEIFQ.C4 412 September 15, 1992
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