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SUBJECT Transmittal of the Whvirohmental Assessment for
Amendment 4 to the Fishery Management Plan for
Scallop Fishery Off Alaska--DECISION MEMORANDUM

Based on the subject environmental assessment I have determined
that no significant environmental impacts will result from the
proposed action I request your concurrence in thas
determination by signing below Please return this memorandum
for our files
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Date

2 I do not concur
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To All Interested Government Agencies and Public Groups

Under the National Environmental Policy Act an environmental
review has been performed on the following action

TITLE Amendment 4 to the Fishery Management Plan for the
Scallop Fishery Off Alaska

LOCATION Federal Waters of the Bering Sea and Aleutian
Islands and the Gulf of Alaska

SUMMARY Amendment 4 would provide a license limitation
program (LLP) for the scallop fishery to replace
the Federal vessel moratorium scheduled to expire
June 30, 2000 The scallop fishery has been
characterized as an overcapitalized fishery
Under this LLP a total of nine licenses would be
1ssued Licenses would be 1ssued to holders of
eilther Federal or State moratorium permitg who
used their permits to make legal landings of
scallops in each of any two calendar years
beginning January 1 1996 through October 9
1998 However licenses based on legal landings
of scallops harvested only from Cook Inlet during
the qualifying period would have a gear
endorsement that would limit allowable gear to a
single six-foot dredge when fishing for scallops
in any area No inorease in vessel length would
be allowed No person, corporation or entity
could own more than two scallop licenses which
would limit excessive shares The LLP 1s 1intended
to prevent further deterioration of economic
benefits in the scallop fishery because the
potential fleet size 1s less than under the

moratorium
RESPONSIBLE James W Balsiger
OFFICIAL Administrator

Alaska Region

National Marine Fisheries Service
P O Box 21668

Juneau AK 99802

Phone 907-586-7221
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The environmental review process led us to conclude that thas
action will not have a significant impact on the environment
Therefore an environmental impact statement was not prepared
A copy of the finding of no significant impact including the
environmental assessment, 18 enclosed for your information
Also please send one copy of your comment to me in Room 5805
SP U S Department of Commerce Washington D C 20230

Sincerely

SuefoTucker

Susan B Fruchter
NEPA Coordinator

Enclosure



ENVIRONMENTAL ASSESSMENT / REGULATORY IMPACT REVIEW
INITIAL REGULATORY FLEXIBILITY ANALYSIS
for
Amendment 4
TO THE FISHERY MANAGEMENT PLAN

FOR THE SCALLOP FISHERY OFF ALASKA
to establish a

License Lumtation Program

Lead Agency North Pacific Fishery Managerment Council
Responsible Official Clarence Pautzke Executive Directar

605 West 4% Avenue

Anchorage AK 99510

Further Information Contact  David Withercll North Pacific Fishery Management Council

Cooperatmg Agencies National Marie Fisheries Service
Alaska Department of Fish and Game

Abstract This Environmental Assessmen/Regulatory Impact Review/Initial Regulatory Flexibility Analysis

for Amendiment 4 to the Fishery Management Plan for the Scallop Fishery off Alaska proposes alternatives
for a scallop license lmutation program to address the problem of overcapitalization m the scallop fishery
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EXECUTIVE SUMMARY

The scallop fishery off Alaska has been characterized as an overcapitalized fishery In 1997 Amendment
2 to the Alaska Scallop fishery management plan (FMP) established aFederal vessel moratorsum, which 1s
scheduled to exprre 1n the year 2000 In the same year the Alaska State Legislature enacted a scallop vessel
moraforium for Sfate waters which wall cxpire m the year 2001

In February 1998 the Council reviewed participation and other data from the scallop fishery and developed
a problem statement and alternatives for analysis of a license lumutation program (LLP) to replace the existing
vessel moratorum. The alternatives analyzed were as follows

Alternative 1

Alternative 2

Altemative 3

Alternative 4

Alternatrve 5

Alternative &

No Action. Under this altenative the scallop vessel moratorium would expire m 2000 and
the fishery would revert back to open access

Vessel owners who qualify for Federal moratorium pernuts would recerve a hicense  Under
this alternative, a total of 18 hcenses would be 1ssued, one for each vessel

Vessel owners who quahfy for State moratorium permits would recewve a heense  Under
this alternative a total of 10 hicenses would be 1ssucd, one for each vessel

Holders of exther Federal or State moratornum permts that used therr moratorium permuts
to make legal landmgs of scallops m 1996 or 1997 would receive a license  The federal or
state moratorium quahification period would serve as the fustoric qualifying peniod and the
years 1996 and 1997 would serve as the recent qualifyng pertoc. Under this alternative a
total of 10 hcenses would be issued, one for each vessel

Holders of etther Federal or State moratorium permts that used thewr moratorum permts
to make legal landmgs of scallops m 1996 1997 or 1998 (through 10/9/98) would recerve
alicense The federal or state moratorum qualification period would serve as the historic
quahifymg period and the years 1996 1997 and 1998 would serve as the recent qualifymg
period. Under this alternative a total of 11 licenses would be 1ssucd, one for each vessel

(Preferred) Holders of either Federal or State moratorum permits that used therr
moratorium permuts to make legal landings of scallops m two of the three years (1996
1997 1998 through 10/9) would recerve a hcense The federal or state moratorum
quabification period would serve as the hustortc quahfymg period and the years 1996 1997
and 1998 would serve as the recent qualifying period  Under this alternative a total of 9
Tlicenses would be 1ssued, one for each vessel

In additon two options apphcable to Alternatives 2 6 were analyzed.

Option | Area Endorsements
A

(1) Separate endorsements for Cook Inlet and statewide arcas based on recent

actvity
(2) Separate endorscments for Cook Inlet and statewide areas based on recent or
istonc achvity -

No arca endorscment  All lrcenses are statewsde
(1) (Preferred) No arca endorsements Al hcenses are statewide but Cook Inlet
vessels would be restricted to a single 6 ft dredge m all areas based on recent
actvity

ow
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(2) No area endorsements  All licenses are statewide but Cook Inlet vessels would
be restricted to a single 6 &t dredge m all areas based on recent or hustonie actvity

Option 2 Vessel and

LB

No on re or _
Maximum LOA estricted to 120% of the length of the vessel on January
2371993° T~ T -

(o] Maxmum LOA restricted to 120% of the LOA of the vessel on which the
permit was used in 1996 or 1997
D (Preferred) No mercases m vessel length allowed. Maxummm vessel length will be

restricted to 100% of the LOA of the qualifying vessel on February 8 1999 unless
the moratornum pertmt was used on a longer vessel 1 the recent quahfymg period
n which case the hcense will be lmuted to 100% of the LOA of the longest vessel
used m the recent quahifymng pertod.

Analysis mdicated that a total of about 6 or 7 vessels could participate full tme m the Alaska statewide
scallop fishery at the breakeven level (not mcludmg Cook Inlet vessels) More vessels could participate at
a breakeven level 1f ex vessel prices for scallop or current annual harvest levels mncreased. The reverse 15
also true The Cook Inlet fishery appears to be fully capitahized, and perhaps overcapitalized at the current
level of effort (34 vessels) even 1f done on a part tune basis Alternative 6 fogether with the options
adopted by the Council will vessels to participate in th nde fishery with full size dredges
and would allow two vessels to participate with a single 6-foot dredge Al vessels will be allowed to
participate n the Cook Inlet fishery but it 1s highly ikely that only three of the licensed vessels would
consider prosecuting that fishery due fo himited quota secson iming and gear restrictions

Iternatives and opteons that 1n the scallop fishery would have negative mpacts
on vessel owners crew and fishing commumtes The race for quota and bycatch would be exacerbated
under Alternatives 1 and 2 Issued heenses would have monetary value and latent icenses (issued to vessels
not currently fishing) would likely be transferred to other vessels wishmg to participate 1n the scallop fishery

Alternatives 3-6 provide more long term stability to this fishery and to the communities that support the
fishery The number of licenses 1ssued would be more m line with the number of full time scallop vessels
that recent harvests can support at a breakeven level - Although the number of hicenses that would be 1ssued
(9 11) would still be more than the number of vessels that could efficiently harvest the resburce (4 see
NPFMC 1995) most would have an to catch enough scallops to make normal returns
on mvestments without accruing excessive profits Nevertheless each additional vessel participating in the
fishery or other additional mcreases m harvestmg capacity mmpose additonal costs to existing participants

mcluding vessel owners and crew

Scallop licenses would be 1ssued to thase who held the moratorum permut for a quahfying vessel on the date
of Council action (February 8 1999) as opposed to a) the person who owned the qualifymg vessel at the
time that qualifying landings of scallops were made b) some other person who may have purchased a
quahfymg vessels fishing mghts wath respect to scallop or ¢) a person who may have sold a quahfymmg
vessel, but contracted to retamn the fishing nights  that may result from the vessels activities) At the tme
of mitial 1ssuance a owner will recerve a formal permanent designation (1€ a number or a letter or a
combmation of the two) The hcense will be mamfest by a Certifigate which wall be sent tp the pernut
holder Once 1t has been initrally 1ssued, a scallop hicense 1nits entirety (1 ¢ including all endorsements and

license attributes would not be severable) will not be vessel specific and can be transferred
Apphcations for transfers will be submtted on a form prepared by NMFS (RAM)  Ifa transfer application
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1s approved, a new permmt certificate will be ssucd m the name of the transferce If a transfer apphcation
1s dered, the applicant(s) could appeal that to the Office of Appeals

The Council the Stevens Act that no person shall be granted excessive
shares of a hmited access privileges The Council recommended that no_person (as defined under the
Magnuson Stevens Act) can hold more than 2 scallop hicenses

None of the alternatives are expected to have a sigmificant 1mpact on endangered, threatened, or candidate
spectes and none of the alternatives would affect takes of marme mammals Actions taken to limt the
number of scallop vessel permuts will not alter the harvest of scallops

None of the alternatives 15 expected to result m 8 sigmficant regulatory action” as defined m E O 12866

The alternatives to the status quo would be expected to have significant economic mpact on a substantial
number of small entibes  Alternative 2 would not have impacts because all vessels currently participating
1m the scallop fishery would quahfy for licenses under this alternative  Alternatives 3 6 would have a
significant economic mmpact on a substantial number of small entities because some vessels would not quahfy
for hcenses

None of the alternatives are likely to significantly affect the quality of the human environment and the

preparation of an environmental mmpact statement for the proposed action 1s not requred by Section
102(2)(C) of the National Environmental Policy Act or 1ts mplementing regulations

Scellop License Limutation 3 May 2000
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10 INTRODUCTION

The scallop fishery mn the Exclusive Economc Zone (BEZ) (3 to 200 mles offshare) off Alaska 15 yomtly
managed by NMFS and the Alaska Department of Fish and Game (ADF&G) under the Fishery Management
Plan for the Scallop Fishery off Alaska (FMP) The FMP was developed by the North Pacific Fishery

Management Council (Counci) under the Magnuson Steveis Fishery Conservation and Management Act
(Magnuson Stevens Act) and approved by NMFS on July 26 1995 — =~ ~

Actions taken to amend FMPs or implement other regulations governing the groundfish fisheries must meet
the requircments of Federal laws and regulations In addition to the Magnuson Stevens Act, the most
mportant of these arc the National Environmental Pohicy Act (NEPA) the Endangered Species Act (ESA)
the Marine Mammal Protection Act (MMPA) Executive Order (E O) 12866 and the Regulatory Flexibility
Act (RFA)

Impact Regulatory Flexibihty Analysis
(EA/R[R/IR.FA) addresses Amendment 4 to thc FMP  The proposed action would establish an LLP for the
Alaska scallop fishery NEPA, E O 12866 and the RFA requrre a description of the purpose and need for
the proposed action as well as a description of alternative actions which may address the problem. This
nformation 1s mcluded m Section 1 of this document  Section 2 contams information on the brological and

1mpacts of the as required by NEPA  Impacts on endangered species and marine
mammals are also addressed i this section. Sechion 3 contams a Regulatory Impact Review (RIR) which
addresses the requirements of both E O 12866 and the RFA that econonmc umpacts of the alternatives be
considered. Sechion 4 contams the Imtial Regulatory Flexibility Analysis

11 Purpose of and Need for the Action

The scallop fishery off Alaska has been
characterized as an overcapitahized fishery (NMFS
1997a) Amendment 4 has been proposed to
establish a hicense hmutation system for the scallop
fishery to replace the Federal vessel moratorium,
which 1s scheduled to expire n the year 2000 At
us February meetmg the Council reviewed
participation and other data from the scatlop fishery

Problem Statement adopted by the Couneil at its Februnry
1998 meeting and revised i October

The Council 1s dealmg with a semsiive resource and
overcaptialzed fishery In 1993 the Council determined,
through the moratonum, that ‘uarestncted access (o the fishery
con be hammful 10 the resource and cause net loss to the
naton  With the moratornum set fo expure. the number of
latent peruts m existonce which f scfivaled, would

exacerbate the problem. Additional participation or mereased
harvesting capacity may impose significant econormc hardship
1o current participants

and developed a problem statement and alternatives
for analysis

A system for lumiting access which 1s an optional

measure under section 303(b) of the Magnuson

Stevens Act 15 a type of allocation of fishing privileges that may be used to promote economuc cfficiency
or conservation For cxample limited access may be used to combat overfishing overcrowding or
overcapitalization m a fishery to achieve OY' (50 CFR 600 330(c)) The Magnuson Stevens Act (Section
3(28)) further defines The optumum wth respect to the yield from a fishery means the amount of fish
(A) will provide the greatest overall benefit to the Naton, particularly wath respect to food production and
recreational opportunsties and taking 1nto account the protection of marme ecosystems (B) 1s prescribed on
the basis of the maximum sustainable yield from the fishery as reduced by any relevant social, economic
or ecological factor and (C) m the case of an overfished fishery provides for rebwlding to a level consistent
with producing the maximum sustamable yield i such fishery

Scallop License Lunitation 4 May 2000
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Section 303(b)(6) of the Magnuson Stevens Act provides authority to lmt access to a fishery '

optimum yield 1f, 1n developing such a system, the Council and Secretary take mto account

to achieve

A present participation 1 the fishery

B ustoncal fishmg practices m, and dependence on, the fishery_

C the econotiics of the fishery ~

D" the capabihty of fishing vessels iéd m the fishery to engage iother fisheries
E the cultural and socal framework relevant to the fishery and,

F any ofher relovant considerations

12 Alternatives Considered

121 Alternativel No Action. Under thus alternative the scallop vessel moratorium would expire mn
2000 and the fishery would revert back to open access

122  Altenative2  Vessel owners who qualify for Federal moratorium permuits would recerve a hicense
Under this alternative a total of 18 licenses would be 1ssued, one for each vessel

123 Altemative3  Vessel owners who quahfy for State moratormum permuts would recerve a hicense
Under thns alternative, a total of 10 licenses would be 1ssued, one for each vessel

124 Alternative4  Holders of ether Federal or State moratorium pernuts that used their moratorium

permuts to make legal landmgs of scallops m 1996 or 1997 would recerve a hicense
The federal or state moratornm qualification period would serve as the historic
qualifymg pertod and the years 1996 and 1997 would serve as the recent quahifymg
peniod. Under this alternative a total of 10 licenses would be 1ssucd, one for cach
vessel

125 Alternative 5 Holders of either Federal or State moratonum permuts that used their moratorium

permits to make legal landngs of scallops 1 any one year 1996 1997 or 1998
(tbrough 10/9/98) would receve a lhicense The federal or state moratorum
qualification pertod would serve as the hustoric quahifying period and the years 1996

1997 and 1998 would serve as the recent qualifyng period. Under thys altemative

a total of 11 licenses would be issued, one for each vessel

126 Alternative 6 (Preferred) Holders of ether Federal or State moratonum permuts that used therr

moratorium permuts to make legal landings of scallops 1 two of the three years
(1996 1997 1998 through 10/9) would receive a hicense The federal or state
‘moratormm quahfication period would serve as the listoric qualifying period and the
years 1996 1997 and 1998 would serve as the recent qualifying penod. Under this
alternative a total of 9 Ticenses would be 1ssued, one for each vessel

Option|  Area (appheable to Al 26)

A1) Separate endorsements for Cook Inlet and statewrde areas Must have a
legal landing of scallops m each area during the recent quallfymg pertod to
recerve an endorsement in that area

Seallop License Lunutation H May 2000
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B
c

@  Separate endorsements for Cook Inlet and statewide areas Must have a
legal landmng of scallops 1 each area durmg either the recent or histonic
quahifying period to receive an 1m that area.

No area endorsement  All icenses are statewide.

(1)  (Preferred) No area endorsements Al licenses are statewide However
Ticense holders who never made a legal Tanding of scallops from outside
Cook Inlet durmg the recent quahfying period would be restricted to a
single 6 ft dredge m all areas (¢ g restricted and unrestricted licenses)

(@) No area endorsements  All licenses are statewide However license
holders who never made a legal landing of scallops from outside Cook Inlet
during exther the recent or historic quahfying penod would be restricted to
asmgle 6 ft dredge m all areas (e g restricted and unrestricted licenses)

ton2  Vessel and to 2-6)

Al

B

(o}

=

Seallop License Limutation

No on or
Maximum length overall (LOA) would be equal to 120% of the length of the
vessel on January 23 1993 (maxumum LOA under Federal moratormum)

Maximum vessel length would be restricted to 120% of the LOA of the vessel

on which the perrmt was used i 1996 or 1997 on or before December 31 1997

If a permut was used on more than one vessel in 1996 or 1997 maximum LOA
would be calculated using the longest vessel.

(Preferred) No mcreases n vessel length allowed. Maximum vessel length will be
restricted to 100% of the LOA of the qualfying vessel on February 8 1999 unless
the moratorium permut was used on a longer vessel i the recent qualifying period
1n which case the hcense wall be lmted to 100% of the LOA of the longest vessel
used m the recent qualifying period.
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13 Background on the Scallop Fishery off Alaska

131 Biology, Abundance, and Distnibution

Weathervane scallops (Patr caurinus) are distributed from Pomt Reyes Cahformia, to the Pribilof
Islands Alaska The highest known densities i Alaska have been found to occur n the Bering Sea, off
Kodiak Tsland, and along the eastern galf coast from Cape Spencef to Cajié St Elias ~ Weathervane scallops
are found from mtertidal waters to depths of 300 m, but abundance tends to be greatest between depths of
40-130 m on beds of mud, clay sand, and gravel Sexes are separate and mature male and female scallops
arc distngushable based on gonad color  Although spawning time vanes with latitude and depth,
weathervane scallops m Alaska spawn 1 May to July depending on location Eggs and spermatozoa are
released mnto the water where the eggs become fertihzed. After a few days cggs hateh, and larvae rise mto
the water colurmn and dnft with ocean currents Larvac are pelagic and dnft for about one month until
metamorphosis to the juvenle stage when they settle to the bottom. Weathervane scallops begm to mature
by age 3 at about 7 6 cm (3 mches) m shell herght, and virtually all scallops are mature by age 4 Growth,
maximmum size, and size at matunty vary sigmficantly within and between beds and geographic areas
Weathervane scallops are long lived, mndiduals may ive 28 years old or more  Scallaps are likely prey to
varous fish and mvertebrates during the carly part of thewr hfe cycle Flounders are known to prey on
Juvenle weathervane scallops and sea stars may also be mportant predators

The overall of the

. .
weathervane scallop resource 44 749 ?‘S» -~
off Alaska 15 thought to be very Qe % LI e
lumuted based on survey and T R R

L -

on
fishery mformation  Fishenies .., oo
occur m discrete areas of
concentration (beds) as shown
mn the figure below  These DERING SEA
same beds have been explorted
smce the begmmngs of the y
fishery over thirty years ago
No other concentrations have
been found m the Guif of

Alaska despite lots of :}
prospecting  However some

fishermen have testified  that -+ = E:] -+ =
[hcy beheve other beds may Areas fished for weathervane scallops during 1993

exist n state waters closed to

scallop dredging  Survey data confirms that although weathervanes are distributed all along the coast
commercial quantities are found only in the areas currently exploted. In areas where scallop surveys have
been conducted (Cook Inlet and Prince Watham Sound) scallops were very concentrated m these beds and
nearly absent in adjacent arcas  Although the bed of scallops in the Bermg Sea was known about many years
ago the fishery only began to target on this concentration mn the 1990s  No other concentrations of
weathervane scallops are known to exist off Alaska despite many years of bottom trawl surveys and
prospecting by scallop fishermen

LU

4 rasrezoe -~
~ ‘xopIaK

Several other species of scaliop found 1n the EEZ off Alaska have commercial potential These scallops
grow to smaller sizes than weathervancs and thus have not been extensively explotted m Alaska  Puik
scallops Chlamys rubida range from California to the Pribalof Islands  Pink scallops are found m deep
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waters (to 200 m) m areas with soft bottom, whereas spiny scallops occur m shallower (to 150 ) areas
charactenzed by hard bottom and strong currents Pink scallops mature at age 2 and spawn mn the winter
(January-March) Maxmim age for this specics 1s 6 years Spumy scallops Chlamys hastata, are found m
coastal regions from Califormua to the Gulf of Alaska ~Spiny scallops grow to slightly larger sizes (75 ram)
than pinik scallops (60 mm) Spiny scallops also mature at age 2 (35 mm) and spawn mn the autunm (August-
October) Rock scallops Crassadoma gigantea range from Mexico to Unaaska Island. Rock scallops are
found 1h Telatively shallower water (O 80 m) with strohg curtents Apparently distribiition of these anmals
18 discontinuous and the abundance m most areas 1s low These scallops attach themselves to rocks attam
a large s1ze (to 250 mm) and exhibit fast growth rates Rock scallops are thought to spawn dunng two
distmet penods one in the autunm (October January) and one i the spring-summer (March August)

132 Management of the Fishery

Scallop stocks m Alaska have been managed under a federal fishery management plan (FMP) smce July 26
1995 which established a 1 year mtersm closure of federal waters to scallop fishing to prevent uncontrofled
fishmg ~ Amendment 1 which altowed scallop fishmg
under 2 federal management segime was approved July [~
10 1996 and fishing resumed on August 1

1 provded for  fishery management throvgh perts under smendments to the federal scallop FMP

registration areas and districts seasons closed waters | Amendment  Date Action

gear restrichions  efficiency lumts crab bycatch hmts 1 July1996  Allowed fishmg aftera 1
scallop catch Immts msecason adjustments and observer ﬁ’:‘nm of Federal
monttorng  Most of these regulations were developed 2 yies7 Eetablbed a f »
by the State prior to 1995 Dredge size 15 lumited to a vessel moratornum.
‘maximum width of 15 feet, and only 2 dredges may be 3 June 1998 Deferred all management

used at any one tme  In the Kanushak District of Cook (except limited accass) to
Inlet only 1 dredge with a 6 foot maximum width 15
aflowed. Dredges are Tequired to have rings with a 4

minmum  1nside dameter  To reduce mcentives to
harvest small scallops crew size on scallop vessels 15
Tmuted to 12 persons and all scatlops must be manually

4 19997 Would establsh a pc‘lmnnmi
Lot

1998 Easeatial Fuh Habuat
1998 MSY OY Overfishing

aw

shucked.  Dredging 15 prohibited m areas
SCALLOP FISHERY REGISTRATION AREAS designated as erab habitat protection areas
sumlar to the groundfish FMPs  In June 1995
the Council adopted a 3 year vessel moratorum
10 Testct new entry nto the scallop fishery
while a more comprehensive plan was bemg
developed The moratonum was approved as
Amendment 2 and became effective August 1
1997 To qualify under the moratorum, a
vessel must have made at least one landing
A 1991 1992 or 1993 or must have participated
for at least 4 years between 1980 and 1993 The
also hmuts and
replacement of vessels to a 20% maximum
mcrease 1 orgmal qualifymg length overall
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n 1996 a total of 9 vessels participated m the scallop fishery statewide Scallop vessels average 90-110 ft
long  Scallops are harvested using dredges of standard New Bedford design  Weathervane scallops are
processed at sea by manual shucking, with only the meats (adductor muscles) retamed. Scallops harvested
'm Cook Inlet are bagged and 1ced, whereas scallops harvested from other areas are generally block frozen
atsea The fishery has occurred almost exclusively i the EEZ i recent years but some fishmg m State
waters occurs off Yakatat Dutch Harbor and Adak. To date only 1 vessel has made commercial landings
of scaliops other than weathervanes 1In 1991 and 1992 thus vessel fished for pmk scallops m the Dutch
Harbor and Adak registration areas  These landings remain confidential

Many of the vessels fishng for Alaska scallops ongnally hatled from cast coast scallop fisheries Some
vessels have a long history (one vessel has fished every year for the past 18 years several others have 5-9
years) of scallop fishing m Alaska Many crew members come from local commumities m Alaska
{particularly m Homer and Kodiak) with some crew flymg m from the cast coast to participate during the
season. The 1995 scallop fishery closure caused hardship to those crew that were unable to find other work
m Alaska

Since 1967 when the first landings were made fishing effort [
and total scallop harvest (weight of shucked meats) have i:?:,mﬁiﬂd =:f;; e ?ll;:k: ';*:;';;-;-m
vanied anmually Total commercial harvest of weathervane | rerage prs from fih bt dnte
scallops has fluctuated from a high of 157 landmgs totalng
1850 187 pounds of shucked meats by 19 vessels m 1969 to #of  Londings  Price
1o landings m 1978  Prices and demand for scallop have :’;;5 !cs_sd; % %
remamed hugh smee fishery moeption Prior to 1990 about | 1060 13 3000 saa
two-thirds of the scallop harvest has been taken off Kodiak | 1982 13 914000 3177
Island and about one third has come from the Yakutat area | 1983 6 194000 488
other areas had made mnor contributions to overall landings | 198¢ 10 39000 447
Harvests m 1990 and 1991 were the highest on record smee | |05 H gg o i
the carly 19705 The 1992 scallop harvest was even higher | 1gg7 4 se3000 338
at 1810788 pounds The mcreased harvests m the 1990s | 1988 4 341000 349
occurred with new exploitation mn the Bermg Sca  The | 1989 7 526000 368
reduced 1995 catch was due to ymplementation of an mterim :;Z? 3 : :2’: ggg ; ;;
closure n the EEZ from 2/23/95 to 8/1/96 1992 7 1stioss  ses
1993 15 1429000 500
1994 16 1235000 336
1995 10 283 000 504
1996 8 732424 638
1997 9 786043 658
1998 8 810,242 640
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registration
the 1998 scallop fishery by area
GHL Fishg
Area (pounds) Season
D District 16~ — 0 35000~ —Julyl FeblS
D_Yakutat —_0 250000 Julyl FeblS
B Eastem PWS 020000  Julyl Febis
Western PWS exploratory  July1 Feb1S
H Cook Inlet (Kamishak) 0 20000  Augls Oct3l
Cook Iulet (Outer area) combmed  Jan1 Dee3l
K Koduk (Shelikof) 0300000  Julyl Febls
Koduak (Northeast) combmed  Julyl FeblS
M AK Penmsula 0200000  Julyl Feb1s
O Dutch Hasbor 0 110000 Julyl Febls
Q BermgSes 0400000  Julyl FeblS
R 0 75000  Julyl Febls

CrsbB;

GHL s (pounds, shucked), and crab bycatch hmits established for

Summary of the 1998 scallop fishery GHL s (pounds, shucked), landings,
and seasons by area
GHL  Approx Fishing
Ares {pounds)  landings Season
D Dstrct 16 0 35000 35000 Julyl Oct6
D Yakutat 0 250000 250000  Julyl July29
E Bastera PWS 0 20000 6000 Julyl July2
Western PWS explortory 14000 July 1 Julya
H Cook Inlet (Karmshak) 0 20000 conf  AuglS Dec3!
Cook Inlet (Outer area) combied Jan1 Dec3l
K Koduak (Shelkof) 0300000 180000  Julyl Aug2l
Kodiak (NE and Sermudi) combmed 122000 Julyl Oct2
M AK Penmsula 0 200000 60000  Julyl Septl9
O Dutch Harbor 0 110000 44000 July 1 open
Q BenngSen ©0 400000 93000 July1 Septl
R Adak o 75000 [ July 1 open
TOTAL 0 1390000 810000
Seallop License Limitation 10
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13 3 Federal Invoivement m the Scallop Fishery

Between 1968 and 1995 the ADF&G managed the scallop fishery m both State and Federal waters off
Alaska consistent with the Magnuson Stevens Act under which a State may regulate any fishing vessel
outside State waters 1f the vessel 1s registered under the laws of that State Prior to 1995 all vessels
participatmg m the Alaska scallop fishery wée registered under the laws of the State and the fishery was
monitored and controlled under State yunsdiction. The Council had concluded that the States scallop
management program provided sufficient conservation and management of the Alaska scallop resource and
did not need to be duplicated by direct Federal regulation.

Imbal Council involvement. By 1992 fishery participants and management agencies developed growmng
concerns about overcapitalization and overexploitation 1 the scallop fishery In 1993 due to mounting
resource concerns the Commmssioner of ADF&G declared the weathervane scallop fishery a High Impact
Emerging Fishery At the same time, the Council was presented with mformation mdrcatmg that the stocks
of weathervane scallops were fully explotted and any wncrease m effort could be detrimental to the stocks

Information ndicated that dramatic changes 1 age composition had occurred after the fishng-up period
(1980 90) with commensurate dechnes 1n harvest In the early 1990s many fishermen had abandoned
tistorncal fishing areas and searched for new areas to mamtamn catch levels Increased numbers of small
scallops were Teported. These events raised concerns because scallops are highly susceptible to overfishing
and boomvbust cycles worldwide In 1993 ADF&G wmstituted management measures to control harvest and
prevent overfishing  However the state s hrmited access program was permut based (mdvidual permuts) and
the Iikely number of quahfiers was much too high to assure net profits for active participants  So lumuted
access measures were not implemented by the State at that time.

At 1ts January 1993 meeting the Council determmned that the scallop fishery may requre Federal
‘management to protect the fishery from further overcapitalization The need to lumt access was the primary
motwation for the Council to begtn consideration of Federal management of the scallop fishery The Council
beheved that Federal action was necessary because existng State statutes precluded a State vessel
moratorium and at that tme the State did not have authonty under the Magnuson Stevens Act to hrmt access
1n Federal waters At its January 1993 meeting the Council also set a control date of January 20 1993 to
nonfy the mdustry that 2 moratorium for this fishery may be mmplemented.

In 1993 the Council began analysis of a vanety of options for Federal management of the scallop fishery m
Federal waters off Alaska and a vessel moratorium was proposed as an essential element df a Federal
‘management regtme to stabilize the size and capitahzation of the scallop fleet while the Council considered
permanent Immted entry alternatives for the fishery At the September 1993 Council meetng the Councit
recerved public testtmony on scallop management particularly on the quahfymng cntena for a moratorum.
At that meeting the Council tentatively 1dentified 1ts preferred alternative of a separate FMP for the scallop
fishery that would establish a Federal vessel moratorium and shared management authority wath the State
A draft FMP and analysis were released to the Public i November 1993

In Apnil 1994 the Council and its advisory bodies reviewed the draft FMP received public testmony and
approved the draft FMP for the scallop fishery which would cstablish a vessel moratorium and defer most
other routine management measures to the State The Council requested NMFS to pubhish a control date of
Apnl 24 1994 after which scallop harvests made mn the Alaska EEZ may not apply as catch history for
purposes of any future IFQ or licenses in anticipation of a future hirmited access program for thes fishery The
control date notice was pubhshed 1n the Federal Register on June 15 1994 Under the moratorum
quahfication criteria adopted by the Council 18 scallop vessels would quahfy for moratorium permuts

Under the draft FMP most other management measures were deferred to the State based on the premuse that
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all vessels fishing for scallops 1n the Federal waters off Alaska would also be registered wath the State. The
Council recogmzed the potential problem of unregistered vessels fishing i Federal waters but noted fhat
all vessels fishmg for scallops 1n Federal waters were registered m Alaska and that no mformation was
avarlable to mdicate that vessels would not contmue to register with the State

Unregulated Fishung and the Emergency Closure of Federal Waters During the penod of time that
NMFS was develGprig reguldtions to mmplement the Council's praposed FMP, a Vessel that had nulhfied 1ts
State registration continued to fish for scallops in Federal waters of the Pnince William Sound management
area waters that had already been closed by ADF&G to fishing by State registered vessels Because the
vessel was outside State junsdiction, ADF&G was unable to stop this uncontrolled fishing actvity On
February 17 1995 the Council held a teleconference to address concerns about uncontrolled fishing for
scallops m Federal waters by one vessel fishing outside the junsdiction of State regulations and requested
that NMFS urplement an emergency rule to close Federal waters to fishmg for scallops to prevent
overfishing of the scallop stocks Subsequent to the Council's recommendation, the US Coast Guard
boarded the vessel m question and was mformed that 54 000 Ibs of shucked scallop meat were on board.
Thus amount exceeded the States gudeline harvest level for the Prince Wilham Sound area (50 000 Ibs) by
over 100 percent

On February 13 1995 NMFS umplemented a 90 day emergency rule to close Federal waters off Alaska to

fishing for scallops to respond to concerns that continued uncontrolled harvest of scallops m Federal waters

would result in localized overfishing of the scallop resource On the recommendation of the Councill NMFS
extended the emergency rule for a second 90 day period, through August 28 1995

After the unregulated fishing event that warranted the emergency intermm rule the Council and NMFS
determuned that the Councils draft FMP was no longer an appropriate option for the management of the
scallop fishery n Federal waters As a result, the draft FMP was not submitted for review and approval by
the Secretary of Commerce The decision by one vessel owner to fish outside the jurisdiction of the State
the contermplation of other vessel owners to follow the same course of action, and the likelihood that
uncontrolled fishmg for scallops could occur anywhere off Alaska by the hughly mobale scallop processor
flect now made direct Federal regulations necessary to control vessels that choose not to register with the
State

Approval of a Federal FMP To respond to the need for Federal management of the scallop fishery once
the emergency rule expired, the Council prepared a second FMP for the scallop fisher§ which was
subsequently approved by NMFS on July 26 1995 The only management measure authorized under this
FMP was an mterm closure of Federal waters off Alaska to fishmg for scallops for 1 year or until an
amendment was prepared that would provide for a managed fishery m Federal waters The purpose of the
1ntersm closure was to prevent uncontrolled fishing for scallops m Federal waters while a Federal scallop
management program was under development The Council recommended this approach because it
determuned that the suite of alternative management measures necessary to support a controlled fishery for
scallops m Federal waters could not be prepared, reviewed, and mmplemented before the emergency rule
exprres

Amendment 1 State-Federal Management Regime Dunng the period of the wterim closure the Council
developed Amendment 1 to the FMP to replace the iterm closure with a Federal management regime
Amendment 1 established a jont State Federal management regime ynder which NMFS has wplemented
Federal management measures to parallel most State management measures Under Amendment 1 Federal
regulations were establhished to duplicate existing State regulations

Scallop License Limtation 12 May 2000


http:mformatJ.on

Amendment 2 Federal Vessel Moratorium. On March 5, 1997 NMFS approved Amendment 2 to the
FMP which established a moratorium on the entry of new vessels mto the scallop fishery off Alaska A final
rule implementing the vessel moratorium was published on April 11 1997 (62 FR 17749) The moratormm
peniod runs from July 1 1997 through Junc 30 2000 or until repealed or replaced by a permanent lumted
access program. Under 2, the Council may that the be extended for not
more than 2 years if a Tirmuted access program s wmmunent  Key elements of the Federal vessel moratorium
areouthnedm Table2z 777 T77

Amendment 3 Delegate Management to State. On Junc 19 1998 NMFS approved Amendment 3 to the
FMP which delegates to the State authonty to manage all aspects of the scallop fishery m Federal waters off
Alaska except hmited access Under thus amendment, himited access management remamed a Federal
responsibility under the FMP  The authority to manage all other aspects of the scallop fishery was delegated
to the State under the FMP including the authonty to regulate any vessels not registered under the laws of
the State  Two categortes of management measures were thus established. Lumited access measures were
designated as Category 1 measures Such measures would be fixed m the FMP reserved for Pederal
mplementation and would require an FMP amendment to change Al other management measures were
designated as Category 2 measures and were delegated to the State for 1mplementation.

Amendment 4 (Proposed License Limtation Program) The Council first began discussing the possibility
of a license program for the scallop fishery m 1993 when they reviewed the first analysis of an FMP and a
federal vessel moratorium for thus fishery It was noted that the moratonum was an mtenm step to be
followed by a future rationahzation of the scallop fishery via ITQs or an LLP  In December 1996 the
Council adopted for analysis a proposal from the Kodiak Fish Company which contamed options for
analysis of an LLP fo .he scallop fishery The Council notified the pubhc in their newsletter that a scallop
Iicense hmutation system was beng analyzed. The proposal was further discussed at the September 1997
and Deccrmber 1997 meetings _In December 1997 the Council added for analysts options for chgbibiy to
qualtfiers and that made landings m 1996 and 1997 In February 1998
the Council developed a problem statement and refined the set of alternatives and options for analysis (these
were Alternatives 1-4) In October 1998 the Council made an 1mtal review of the scallop license hmutation
analysis and added Alternatives 5 6

At 1ts February 1999 meeting the Council adopted a preferred alternative and options for an LLP for the
Alaska scallop fishery If approved, this program will supersede the cxisting federal sallop vessel
‘moratorium that 1s scheduled to expire m 2000 The Council adopted Alternative 6 of the analysis which wall
lumit the fishery to a total of 9 hcenses  Only those holders of moratormm permts that made legal landmgs
of scallops from a vessel 1n two of the three years 1996 1997 or 1998 (through October 9) will receive a
license The Council further adopted several options from the analysis mncluding option 1C(1) and a
modified option 2d, which specify license restrictions and limuts on vessel replacement size Al licenses wall
be statewide but hicense holders who never made a legal landing of scallops from outside Cook Inlet durmg
the recent qualifymg penod would be restricted to a single 6 ft dredge m all areas Maxumum vessel length
‘will be restricted to 100% of the LOA on February 8 1999 of the longest vessel used to make legal landmgs
during the recent qualifying pertod. Licenses would be 1ssued to those who held the moratorum permut for
the qualifymg vessel on February 8 1999 The Council considered the 1ssue of excesswve shares and
recommended thatno person (as defined under the Magnuson Act) can control or own more than 2 scallop
Tlicenses Stmilar to the rules adopted for the halibut and sablefish ITQ program, persons who hold more than
2 lcenses (based on quahfied vessels as of February 8 1999) would have grandfather nghts butthese nghts
would be extmgumshed 1f corporation structure 1s changed.
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Amendments 5 and 6 (Essential Fish Habitat and Overfishing Defimtions) In Junc 1998 the Council
adopted preferred alternatives for amendmg the scallop FMP to meet Magnuson-Stevens Act requirements
Amendment 5 defined and described essential fish habitat for scallops and was approved by NMES (64 FR.
20216 Apnl 26 1999) Amendment 6 revised defimtions of overfishing and optmum yield (OY) and
provided new defimtions for maximum sustamable yield (MSY) and munimum stock size threshold (MSST)

for Alaska weathervane scallops  Amendment 6 was approved by NMFS on March 3, 1999 (64 FR 11350)

Amendment 6 redces OY to a maximis of 174 mullion poufids establishes MSY af 1 24 million pounds

and establishes overfishmg rates (Fom=F ,,=M=0 13) for weathervanc scallops OY MSY and overfishmg
were not established for pmk, spmy or rock scallops as these are undeveloped fisherses that are managed
through ADF&G via special permt

13 4 Recent State Actions The State Scallop Vessel Moratorium

InMay 1997 the State legislaty ed a statute ascalllop vesscl moratorum program. This
State scallop vessel moratorium daffers substantrally from the existing Federal scallop vessel moratornum.
At present the State vessel moratorum 1s only appheable to State waters and is superseded by the Federal
‘moratorium program m Federal waters  The full text of the State s scallop vessel moratorum 1s included as
Appendix A Table 13 1 provides a companison of the State and Federal scallop vessel moratorum
programs Table 13 2 hists the vessels qualified under the State and Federal moratormum.

135 Recent US Law The Amencan Fishenes Act (AFA)

There 15 one 1ssue for the Scallop fishery related to the Amenican Fishertes Act (Drviston € Title ILof P L
105 277) which went mto effect n 1998 The American Fisheries Act estabhshes rmtations on the pollock
fisheries and delegates the Council to estabhish sideboards for pollock boats m other fishenies Specific
language from the Act states By not later than July 1 1999 the North Pacific Council shall recommend for
approval by the Secretary conservation and management measures to (A) prevent the catcher vessels ehigible
under subsections (a) (b) and (c) of section 208 from exceedmg m the aggregate the traditional harvest
levels of such vessels 1 other fisheries under the authonty of the North Pacific Council as a result of fishery
cooperatives 1 the directed pollock fishery — (AFA 211(c)(1)(A))

The F/V FORUM STAR 15 one of the offshore pollock catcher boats that fall under this provision The
Council/NMFS/ADF&G will need to restrict this vessel s harvest of scallops to its traditional harvest levels
That restriction could be wnitten into a LLP permut 1ssued for this vessel  Management of this gessel s catch
and bycatch hrmits would be reasonably within the delegated authanity of the State however mmplementation
of these hinmts has not as yet been determuned.

In February 1999 the Council adopted final alternatwes for definmg ~traditional harvest level for fisheries
under the Amenican Fisheries Act  Measures which would restrict pollock co op vessels to their aggregate
traditional harvest m the scallop fishery 1 the years 1996 and 1997 or 1997 only Suboptions being
considered would limit the F/V Forum Star s catch based on a percentage of the statewide catch or based
on a percentage of the crab bycatch lunuts

136 Fisheries Impact Statement
Scotion 303(a)(9) of the Magnuson Stevens Act provides that an FMP, or FMP amendment submutted to the

Secretary for approval shall mclude a fishery 1mpact statement (FIS) which will assess specify and describe
the hkely effects of the proposed rvation and Teasures on m the affected
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fisheries and participants 1n fishertes 1 adjacent arcas Economc mpacts of the LLP on the scallop fishery
are further discussed m scctions 3 0 and 4 0

The LLP wall place limitations on current participants m the affected fisheries  First, current participants
1m the Cook Inlet fishery will be hruted to_deploying a sigle 6 ft dredge in all waters Second, vessel
replacements and upgrades will be linuted by the maxunum length overall (MLOA) specified on the hcense
Thrd, and most 11 ntly current par ints will have to meet the spe ehigibility cntétia of the LLP
to receve a heense authorizmg participation 1n the scallop fishery

Although the LLP wall exclude some current participants who did not fish during the quahfymg period, these
excluded persons can gam access to the affected fisherics by obtamng a heense throngh transfer Also the
GHLs for the affected fisheries are not expected to change based on implementation of the LLP  Nor wall
the mmplementation of the LLP affect fishery product flow total revenues denved from the affected fishenes
or regional distribution of vessel ownership  The LLP wall amehorate, but not totally elmunate,
overcapacity overcapitalization, and vesscl safety concerns perpetuated under status quo management

Duc to the geographical location of the affected fishertes no adjacent areas under the authontty of other
Regional Fishery Management Councils However participants m fisheries m other areas could face
Increased pressures from new entrants excluded from the affected fisheries This mcreased pressure 1s
expected to be nomnal m any case, because of the mcreasmgly small number of open access scallop
fishenes available 1n the BEZ off the coast of the US  In fact, the LLP 1s mtended to prevent just the
opposite effect 1¢ a surge of new entrants to the scallop fisheries in the EEZ off Alaska from among those
persons that have been excluded from fishenes m the EEZ off the coast of the contiguous U S
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Table131  Companson of Federal and State scallop vessel moratorium programs
Federal Moratortum State Moratorium
Moratorum _ | July1 1997 June30 2000 _ | July1 1997 June30 2001
penod
Qualifying A vessel must have made a legal Janding of Statewide A vessel must have landed at least
Cnitenia scallops from any waters off Alaska during 1991 | 1000 Ibs of scallops from statewide waters
1992 or 1993 or during at least 4 separate years | during 1995 or 1996 and durmg each of at least
from 1980 through 1990 4 years between 1984 and 1996 inclusive
Cook Inlet A vessel must have landed at least
1000 Ibs of scallops from Cook Inlet during
1994 or 1996 and dunng each of at least 3 years
between 1984 and 1996 inclusive
Area Separate endorsements are needed for Area H Separate permuts are required for Area H (Cook
endorsements | (Cook Inlet) and statewide waters outside Area Inlet) and statewide waters ontside Area H. A
H. Once a vessel meots the quahfymg critersa for | vessel must meet the qualifyng critena n each
a moratorum permt, a single legal landing of area to recetve a permut for that area.
scallops from an area durmng the qualifyng
period 1s required to receive an endorsement for
that area
Vessel ‘Vessels may be reconstructed or lengthened ‘No hmuts on vessel lengthening or reconstruction

reconstruction

however length may not exceed a maxumum
tength overall (LOA) of 1 2 times the length of
the vessel on January 23 1993 This maximum
LOA wall be histed on all moratorium permuts

Vessel
replacement

A permit holder may use a moratorum permit on
any vessel that does not exceed maximum LOA
Iisted on the permit

A vessel owner may transfer a moratorium permat
to another vessel that does not exceed the LOA

or horsepower rating of the originally permitted
vessel

Permit
ransfers

Moratorium permits may be transferred to any
pesson and used on any vessel not exceeding the
maxmum LOA Jisted on the pernut

Except as provided for under vessel replacement
permuts may not be transferred to a new owner
except through sale of the permutted vessel

Qualifying

reciprent

In the case of multiple owners of a single vessel
the moratorrum permit will be 1ssued to the most
recent owner of the vessel who made a qualifying
Tanding during the moratorsum period such that
cach vessel generates only one permit

Permits are 1ssued to the current owner of a
qualifying vessel However avessel owner who
does not own a vessel that quatifies for a
TMOTAtorum permit may recemve a moratorum
permit 1f he owned two or more vessels whose
combined participation wn the scallop fishery
would satisfy quahifyng criteria In such a case
the moratorium permit would be 1ssucd 1o the last
vessel that made qualifying landings

nane

Annual fee of $1000 per permut
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Table132 Scallop vessels qualifying for moratorium permuts under the Federal and State Vessel
Moratorium Programs (prelmunary)'

Federal Moratorium State Moratorium

~Vessel Name = == =
Statewrde Cook Inlet Statewde Cook Inlet

ALASKA BEAUTY Y Y Y
ARCTIC QUEEN (Formerly the Y Y
JACQUELINE & JOSEPH)
SEAWIND (formerly the
ARCTIC ROSE)
CAROLINA BOY
CAROLINA GIRL Il
FORTUNE HUNTER
FORUM STAR

-

<[]

g
-
B
®
Q
~[<

NORTHERN EXPLORER Y Y Y
OCEAN HUNTER
PHOENIX

PROVIDER

PURSUIT

RUSH

TRADE WIND

MIRANDA ROSE (Formerly
named WAYWARD WIND)'

|||

| ] ] [ ] |

"This st should be considered preliminary Eligibility was determined using the State s fish ticket files
according to the eligibility critena established for each moratorum program  Additional vessels could pe eligible 1ft
15 determined through adjudicatory hearings that the fish ticket records do not accurately represent a vessel s
participation history m the scallop fishery

*The owner of the LA BRISA also owned the MIRANDA ROSE  Both vessels participated m the scallop
fishery Undex ssel fished,
the LA BRISA, t Underthe the MIRANDA ROSE qualifi

for a moraforium permt but notthe LA BRISA which entered the scallop fishery afer the end unhe qualifyng period

for the F Asaresult
program
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20 NEPA REQUIREMENTS ENVIRONMENTAL IMPACTS OF THE ALTERNATIVES

An environmental assessment (BA) 1s required by the National Environmental Policy Act of 1969 (NEPA)
to determne whether the action considered will result m sigmficant impact on the human environment  If
the action 1s determimed not to be significant based on an analysis of relevant considerations the EA and
resulting finding of no sigificant mmpact (FONSI) would be the final environmental documents required by
NEPA™ An envirimiméntal rinpact statement (EIS) must be prepared for major Federal actions significantly
affecting the human environment

An EA must mclude a brief discussion of the need for the proposal, the alternatives considered, the
environmental impacts of the proposed action and the alternatives and a list of document preparers  The
purpose and alternatives were discussed m Sections 1 1and 1 2 and the list of preparers 15 in Section 6 This
section contams the dhiscussion of the environmental mpacts of the alternatives mncludmg wmpacts on
threatened and endangered species and marne mammals

For general mformation about the environmental effects of fishing refer to the SEIS (NMFS 1998a) which
analyzed the cffects of groundfish fisheries m the EEZ and displayed fishery induced mmpacts on all aspects
of the ecosystem. NMFS notes that 1n a July 8 1999 order amended on July 13 1999 the court m
Greenpeace, etal, v NMFS etal. CivNo 98 0492 (W D Wash ) held that the SEIS did not adequately
address aspects of the GOA and BSAI groundfish fishery management plans other than TAC sctung and
therefore was msufficient m scope under NEPA  In response to the Courts order NMFS currently 1s
preparing a programmatic SEIS for the GOA and BSAI groundfish fishery management plans

The scallop fisheries occur m the Bermg Sea and n the Gulf of Alaska n the regions around Kodiak and
Yakatat Descriptions of the affected environment are given mn the SEIS for the groundfish fishenies (NMFS
1998) Substrate 15 described at section 3 1 1 water column at 3 13 temperature and nutnent regumes at
314 currents at 315 marne mammals at 34 seaburds at 35 benthic mfauna and epifauna at 3 6
prohibited species at 3 7 and the socioeconomic environment at 3 10 A summary and analysis of onboard
abserver collected data for the statewide commercial weathervane scallop fishery 15 published annually as
Regronal Information Reports by ADF&G  These reports detail the catch and effort of the scallop fishery
and the scallop fishery bycatch cstimates by specics

21 Environmental Impacts of the Alternatives

The environmental mmpacts generaily associated wath fishery management actions are effects resultmg from
(1) barvest of fish and mvertebrate stocks which may result m changes m food availability to predators and
scavengers changes m the population structure of target fish and mvertebrate stocks and changes mn the
tmarine ecosystem commumty structure (2) changes in the physical and biological structure of the marme
environment as a result of fishing practices € g effects of gear use and fish processing discards and (3)
entanglement/entrapment of non target orgamsms n actve or mactive fishing gear

The effects of scallop fishing on the biological environment and assoclated impacts on marine mammals

seabirds and other threatened or endangered species are analyzed m the final EA/RIR/FRFA for
Amendments 1 and 2 to the FMP (NMFS 1997a) The alternatives to the status quo are not expected to allow
substantial damage to the ocean and coastal habitats or to jeopardize the long term productive capability of
crab herring or groundfish stocks mn any manner not previously analyzed i the EA for Amendment 1

Scallop dredges may have potential m some situations to affect other orgamisms comprising benthic
commumities  These effects are not likely to be substantial however because the scallop fishenes m Alaska
are small n arca relative to the total benthic ecosystem, compressed i time and contribute msigmificantly
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to the total bycatch of crabs off Alaska In addition, the alternatives under consideration are not expected
to change the marmer m which the scallop fishery currently 15 conducted 1 the Federal waters off Alaska
Thus 15 because the number of potential participants m the fishery wall not affect the amount of scallops
harvested which 1s controlled by an overall catch limt or the timing of the harvest or location of the harvests
which are controlled by management measures 1mplemented by the State

“"Habitat Impacts

Inclusively all the marme waters and bentluc substrates i the management areas comprise the habatat of all
marme spectes  Addionally the adjacent marme waters outside the EEZ adjacent State waters mside the
EEZ, shorelme freshwater mflows and atmosphere above the waters constitutes habitat for prey species
other Iife stages and species that move m and out of, or interact with, the fisheries target species marme
mammals seabirds and the ESA listed species

This section contains analyses of potental fishing gear impacts on benthuc substrate attributable to the
scallop fishery The habitat mpacts of the scallop fishery will not change due to this proposed action
because the proposed action does niot merease the amount of scallops harvested or change the location or
timing of the fishery The proposed action would lumit the number of vessels i the fishmg fleet to about the
same nurber of vessels that have fished for scallops m the last three years Summanes and assessments of
habatat for scall m the 1997 Essential Fish Habitat Assessment Report (available
from the NPFMC)

221 Direct impacts of fishing gear

D of uires eval whether any fishery management plan or amendment may
reasonably be expected to al!ow subsmmnl damage to the ocean and coastal habitats (NOAA Admmistrative
Order 216 6) It has been cshmated that up to 133 square nautical miles of ocean bottorn area were dredged
for Alaskan scallops 1 1996 (Barnhart and Sagalkin 1998) Like trawl gear scallop dredges may have some
potential to affect adversely other orgamsms comprising bentlic communities  Studies on the potential
effects of trawling and dredgtng arc summanzed below

An article from the January 1992 New Zealand Journal of Manne and Freshwater Research, titled

Environmental Impact of Trawlng on the Seabed. A Review (Jones 1992) attempts to review available
knowledge on the subject of trawl urpacts on the benthic environment EBvidence of trawfing such as
furrows from the trawl doors vanes m 1its depth mto the sea floor and 1ts duration depending upon the

softness of the bottom bemg trawled. Potential effects of this bottom alteration are not directly addressed
m this report  In terms of sediment re suspension the report notes that there are two facets to this 1ssue (1)
Increased, and usually temporary turbidity and (2) vertical redstribution of sedument layers Both of these
results of bottom disturbance by trawl gear were noted to vary i their duration primanly dependent upon
the depths at which they occurred. The report also concludes that From the work performed under the acgis
of ICES 1t would appear that beam trawls otter trawls and dredges are all basically siular m therr effects
Generally the heavier the gear m contact with the seabed, the greater the damage The effects vary greatly
depending on the amount of gear contact with the bottom, together with the depth nature of the seabed, and
the strengths of the currents or tides The removal of the macrobenthos has vaniable effects In shallow
water areas where the damage 1s intermattent recolomzation soon occurs However where the macrobenthos
15 substantially removed and recovery is not permutted, the change 15 pesmanent  The evidence 1s+hat bottom
trawling has an 1mpact on the environment but that the extent and duration of that impact vanes depending
on local conditions
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QOther sources of mformation on the effects of trawling or dredging are luruted. The GOA Groundfish FMP
contamns a section itled Benthic habitat damage by fishing gear  The section concludes that Amy effect
of gear dragged along the bottom depends on the type of gear 1ts nggng, and the type of bottom and 1ts
biota Inaddition to the target species the movement of a bottam trawl through an area prnmarily affects the
slow moving macrobenthic fauna such as sea stars and sea urchins Some bivalves can also be damaged.
Although httle 1s known of the effects that these disturbances and damages have on the affected species or
therr focal commurés only mmor smpacts are suspected.

Although small amounts of coral are caught or damaged by groundfish trawls (NPFMC 1992) distribution
data and lmted observer mformation suggest that hittle or none 1s taken by scallop dredges m Alaska

Generally corals do not have the same habatat requirements as weathervane scallops  Most corals such as
fan corals bamboo corals cup corals soft corals and hydrocorals occur at greater depths thanscallops The
two more abundant species of coral that live at sular depths as scallops occur m habitat consistmg of
boulders and bedrock, habatats that are not mhabated by most scallop species

Simular to trawling, dredgmg may place fine seduments mto suspension, bury gravel below the surface and
overturn large rocks that are embedded m the substrate (NEFMC 1982) Dredging can also result m
dislodgement of buried shell material, burymg of gravel under re suspended sand, and overturning of larger
rocks with an appreciable roughenmg of the sediment surface (Caddy 1968) A study of scallop dredging
1 Scotland showed that dredging caused significant physical disturbance to the sediments as mdicated by
furrows and dislodgement of shell fragments and small stones (Eleftheriou and Robertson 1992) However
the authors note that these changes m bottom topography did not change sediment disposition, sediment size
orgamc carbon content or chlorophyll content  Observations of the Icelandic scallop fishery off Norway
mdicated that dredging changed the bottom substrate from shell sand to clay with large stones withm a 3 year
pertod (Aschan 1991) For some scallop species 1t has been demonstrated that dredges may adversely affect
substrate required for settlement of young to the bottorn (Fonseca et al 1984 Orensanz 1986) Mayer et al
(1991) mvestigating the effects of a New Bedford scallop dredge on sedimentology at a site m coastal
Mame found that vertical redistribution of bottom sediments had greater unplications than the horizontal
translocatton associated with scraping and ploughing the bottom. The scallop dredge tended to bury surficial
metabohzable orgamic matter below the surface causing a shift m sediment metabolism away from aerobic
respiration that occurred at the sediment water mterface and instead toward subsurface anaerobic respiration
by bacteria (Mayer et al 1991) Dredge marks on the sea floor tend to be short hved m areas of strong
bottom currents but may persist i low energy environments (Messich et al 1991)

Two studies have ndicated that mtensive scallop dredging may have some direct 1mpacts on the benthic
commumty Elcfiherion and Robertson (1992) conducted an expenmental scallop dredging i a small sandy
bay n Scotland to assess the cffects of scallop dredging on the benthic fauna  They concluded that while
dredging on sandy bottom has a limted effect on the physical environment and the smaller fauna, large
numbers of the larger mfauna (mollusks) and some epifaunal orgamsms (echmoderms and crustaceans) were
latled or damaged after only a few hauls of the dredge However long term and cumulative effects were not
exammed. Aschan (1991) examuned the effects of dredgmg for 1slandic scallops on macrobenthos off
Norway Aschan found that the faunal biomass dechned over a 4 year period of heavy dredging  Several
species mcluding Stronylocentrotus droebachiensis Pagurus pubescens Ophiura robusta and polychactes
showed an mncrease m abundance over the tme period. In summary scallop gear like other gear used to
harvest hving aquatic resources may mnpact the benthic commumty and physical environment relative to
the mntensity of the fishery

N

Current State and Federal regulation of the scallop fishery 15 designed to reduce potential impacts  Fishing
scasons are cstablished, 1n part to protect scallop durmg the spawmng portions of ther Iife cycle and protect
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different habtats

young duning cnitical periods In addition, many areas have been closed to dredging to protect important
‘benthic commumttes Weathervane scallops occur at depths ranging from intertidal waters to 300 m, with
Iughest abundance at depths between 45 and 130 m on substrates consistmg of mud, clay sand, or gravel
(Hennick 1970a, 1973) In addition to weathervane scallops such substrates are likely to support populations

of starfish, skates, crabs snails flatfish, and other groundfish species_Other scallop species are foundm

Based on the available mformation detailed above the alternatives to the status quo are not reasonably
expected to allow substantial damage to the ocean and coastal habutats (NOAA Admmsstrative Order 216-6)
Scallop dredges may have some potential to affect other benthc

‘however these effects are not likely to b for the relattvely small scale scallop fisheries m Alaska
This Amendment, however, only lruts the number of particpants m the scallop fishery

222 Impacts on Crifical Habitat
No evidence suggests that the cence lmmtation program impacts critical habutat
223 Impacts on Essential Fish Habitat

Section 303(a)(7) of the Magnuson-Stevens Act requires all FMPs to describe and dentify EFH which 1t
defines as those waters and substrate necessary to fish for spawmng breeding, feedig or growth to
matunty In addition, FMPs must munmze ctfects on EFH caused by fishmg and identify other actions to
conserve and enhance EFH  These EFH requirements are detailed m Amendment 5 to the FMP for the
Scallop Fishery off Alaska and the accomp A (avatlable from MMFS)

The scallop fishery occurs from the Bermg Sea to Yakatat n the Gulf of Alaska concentrating m the regions
around Koduak and Yakatat ~All managed spectes and their dentified EFH under each of the Council s five
FMPs arc located within the arca affected by this achon. No evidence suggests that the scallop fishery
mpacts the BFH of salmon. The scallop fishery docs not occur on any areas designated as Habitat Areas of
Parqcular Concern (HAPC)

‘This propesed action will not change the location of the scallop fishery or mcrease the amount of scallops
harvested The location of the fishery 1s deterrmned by the location of the scallop resource which 1s not
randomly distributed. The State of Alaska determunes the gwidelne harvest level (GHL) whichs the amount
of scallops harvested, by scallop The State the GHL by scallop

area The LLP which Imuts the number of participants m the fishery wall not change the GHL scttmg
process or how 1t 1s apportioned by area Nor with the LLP change the existng scallop management areas
or the location of the scallop beds Less vesscls m the fishery will mean each vessel will harvest more of the
overall catch lumt on average than with more vessels i the fishery License hmutation systems define the
group of persons or vessels that are permtied to capture as much of the catch himt as possible before it 15
reached and the fishery 15 closed.

The action proposed by thus regulatory amendment will not mcrease the amount of harvest the mtensity of
harvest o the location of harvest therefore this action is presumed not to ncrease the tmpacts of the fishery
to EFH In fact by reducing the number and himuting the size of vessels that participate m the fishery the
LLP 1s presumed to decrease the mtensity of the fishery and thus decrgase the impacts of the scallop fishery
onEFH Based on the above this action m the context of the fishery as a whole will not adversc affect EFH
for species managed under the five North Pacific FMPs  As a result of this determmation, an EFH
consultation 1 not required.
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23 Potential Impacts on Bycatch of Non target Species

Because the cffects of the alternatives primanly are focused on the vanable potential profitability of the
fishery as a whole the environmental impacts of the alternatives are not expected to differ from the status
quo  Given the best available information, as summarized above none of the alternatives are expected to
Jeopardize the long term productive capabiity of crab herring or groundfish stocks The scallop LLP wall
not change the State of Alaska s existing bycaich control measures that hrut the amount of bycatch m the
scallop fishery nor will the LLP change the existing scallop observer program which monttors the amount
of bycatch of non target species m the scallop fishery

As with trawl and other gear scallop dredges have some potential to catch non target species particularly
those that are slow moving or stationary Limuted data have been collected 1n past years on incidental catches
of crab by dredges targeting weathervane and other scallop species but the mformation remams confidential
In some areas the catches of lung and Tanner crabs may be lugh, and many captured crabs may be lethally
damaged (Haynes and Powell 1968 Henmck 1973 Kaiser 1986) Some catches from scallop dredges
contam small amounts of other spectes of crabs shrimps octopt and fishes such s flatfishes cod, and others
(Henmck 1973 Kruse ctal 1993) Starfish a scallop predator (Bourne 1991) was found to be the primary
bycatch m weathervane scallop fishenies off Yakutat (Kruse ct al 1993) Seasonal and area specific
differences m bycatch rates exist For example, n some areas meidental catches of king crabs may mcrease
1n spring as adult crabs migrate mshore for molting and mating whereas other areas of dense scallop
concentrations may possess few king crabs (Henmick 1973) and bycatch may be of httle concern 1n these
locations

More recent bycatch data were collected durmg the 1996 ADF&G observer program (Bamhart and Sagalkm
1998) Over 300 days of scallop dredgmg were observed from five different vessels By weight, the catch
consisted prmarily of weathervane scallops 1 all management districts  Catch of starfish and shells were
also common m the Gulf of Alaska, and C opilio were taken mn the Bering Sea Flatfish and other
mvertebrate species comprised the remamng bycatch. No salmon bycatch was reported. Total bycatch of
prohibited species statewide included 106 935 opiho, 91 137 bawrdy, 5 619 dungeness crab 9 king crab and
1088 halibut Most of the halibut were observed to be m excellent or good condition, but about 27 percent
were classified as m poor or dead condition. Tanner crab (C_baird and C opilio) had a mortality rate of
22 4 percent

Other studies have also enumerated mortahty and mjury of crab taken as bycatch in the Afaska scallop
fishenes Durmg a scallop survey of Cook Inlet i August 1984 a total of 5 red lang crabs and more than
399 Tanner crabs were taken as bycatch m 47 tows (Hammarstom and Merntt 1985)  Of the crab taken as
‘bycatch, 19 percent of the Tanmer crabs were imjured and mortality was estumated at 8 percent with most
injunes and mortahty occurrmg when the catch was dumped on deck (Hammarstom and Memtt 1985)
Another scallop survey conducted around Kodiak Island m January 1968 had an unspecified bycatch (up to
33 per tow) of red kng crabs with an estimated mortahty rate of 79 percent (Haynes and Powell 1968)
Observations of the 1968 1972 scallap fishery around Kodsak Island mdicated an average bycatch of 4 1 red
king crab and 42 5 Tanner crab per tow (Kaiser 1986) with mortality esimated at 19 percent for Tanner crab
and 48 percent for red king crab  An average of 0 6 Dinguness crabs per tow were also captured wath
mortality estimated to be 8 percent

Bycatch of crab may vary by arca scason and depth  Off Yakutat, Henmck (1973) noted no king crab
bycatch Around Kodiak, king crab catches tended to mcrease 1 spring as adults mugrated mshare for
molting and mating (Hennick 1973) Consustent with other handling studies newly molted crabs experience
Higher ates of snjury and mortality than hard shelled crab as a result of scallop dredges (Starr and McCrae
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1983) Bycatch rates mjury rates and mortahity estimates do not take mto account that scallop vessels
dredge over the same bottom, tow after tow  Therefore, mpacts of scallop fishig on crab bycatch may be
overestimated 1n some sitnations.

Current regulations imut bycatch and mteraction of crabs and the scallop fishery King and Tanner crab
bycatch humts for Alaskan scallop fisherics were mstituted by the State m July 1993 and by NMFS under
Amendiient 1w 1996 With the exception of Yakutat and Southeast arcas, crab bycatch lmmits were
speaified for scallop fishenes m all regastration areas In addinon, large arcas m State and Federal waters
have been closed to scallop fishing as these areas have showed hugh concentrations of crabs

Bycatch data collected by State observers m the 1993 scallop fishery (Urban et al 1994) can be used to
analyze bycatch rates of crabs and other species  Durmg the 1993 Bering Sea arca scallop fishery (occurrmg
over a 4 month period) a total of 10 vessels made 7,208 tows to harvest 598 093 Ib (271 3 mf) of scallop
meat, with a bycatch of 276 500 Tanner crab and 212 king crab (Mornison 1994)  Although these absolute
numbers of crabs taken as bycatch n the scallop fishery may appear large, compared to the total Tanner crab
population (estimated from the 1993 survey at about 255 million) the 1993 bycatch amounted to about 0 1
percent of the population. On a rate basts this equates to 83 Ib (0 038 mt) of scallops and 38 Tanner crab
pertow or put another way about 0 46 Tanner crabs per pound (1 Tanner crab per kilogram) of scallop meat
harvested. At an average exvessel price of $6 02 per pound for scallops gross exvessel value was $500 per
tow Bycatch rates vaned greatly among vessels fishing i the 1993 Bermg Sea scallop fishery (Urban et al.
1994) Catch of Tanner crabs per tow hour ranged from 17 crabs to 203 crabs per tow-hour (median=53
mean=00) Length frequency of Tanner crabs taken as bycatch was not reported, but likely consisted
prmanly of small juverule crab  Hence, the effect of the scallop fishery on crab populations 1s Iikely to be
msignificant Because none of the alternatives ar~ likely to affect fishing behavior m the scallop fishery the
environmental 1mpacts on principal bycatch species 1s Iikely to be isigmificant

24 Endangered Species Act

The Endangered Species Act of 1973 as amended (16 USC 1531 et seq BSA] provides for the
conservation of endangered and threatened spectes of fish, wildlife and plants The program s admimstered
Jomtly by the NMFS for most manne mammal species marme and anadromous fish species and marine
plants specics and by the USFWS for bird species and terrestrial and freshwater waldltfe and plant species

The designation of an ESA hsted specics 1s based on the biological health of that species® The status
determuation 15 cither threatened or endangered. Threatencd species are those likely to become endangered
n the foresecable future {16 U'S C § 1532(20)] Endangered specaes are those in danger of becomumg extmot
throughout all or a significant portion of thewr range [16 US C § 1532(20)] Specics can be histed as
endangered without first bewng hsted as threatened. The Secretary of Commerce, actmg through NMFS 15
authorized to list marine fish, plants and mammals (except for walrus and sca otter) and anadromous fish
species The Sccretary of the Interior acting through the USFWS 15 authorized to list walrus and sea otter
seaburds terrestrial plants and wildhfe and freshwater fish and plant species

In additron to listing species under the ESA, the critical habitat of a newly listed species must be designated
concurrent wath its listing to the maxumum extent prudent and determunable {16 US C § 1533(b)(1)(A)]
The ESA defines crtical habitat as those specific areas that are essential to the conservation of a histed
spectes and that may be i need of special consideration Federal agepces are prohibited from andertaking
actions that destroy or adversely modify designated crifical habitat Some species primanly the cetaceans
which were hsted n 1969 under the Endangered Species Conservation Act and carried forward as
endangered under the ESA. have not recerved critical habitat designations
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25  Impacts on Endangered, Threatened or Candidate Species

Species histed as endangered and threatened under the ESA that may be present m the Federal waters off
Alaska mclude

Common S bs
Northerf Right Whale ‘Balaena glacialis Endangered
Bowhead Whale ' Balaena mysticetus Endangered
Se1 Whale borealts

Blue Whale Balaenoptera musculus Endangered
Fin Whale Balaenoptera physalus Endangered
Humpback Whale Megaptera novaeanghae ~ Endangered
Sperm Whale Physeter macrocephalus  Endangered
Snake River Sockeye Salmon Onchorynchus nerka Endangered
Short tarled Albatross Phoebaotna albatrus Endangered
Steller Sea Lion  jubatus and Threatened 2
Snake River Fall Chinook Salmon Onchorynchus tshawptscha  Threatened
Snake Raver Spring/Summer Chinook Salmon  Onchorynchus tshawytscha  Threatened
Puget Sound Chinook Salmon Onchorynchus tshawytscha  Threatened
Lower Columbia Raver Chinook Salmon Onchorynchus tshawytscha  Threatened
Upper Willamette River Chinook Salmon Onchorynchus tshawptscha  Threatened
Upper Columbia Rever Spring Chinook Salmon ~ Onchorynchus tshawytscha  Endangered
Upper Columbra River Stcclhead Onchorynchus mykiss Endangered
Snake River Basin Steelhead Onchorynchus mykiss Threatened
Lower Columbra Ruver Steelhead Onchorynchus mykuss Threatened
Upper Willamette River Steelhead Onchorynchus mykass Threatened
Miuddle Columbia River Steelhead Onchorynchus mykiss Threatened
Spectacled Exder Somatena fishchen Threatened
Steller Exder Polysticta stellen Threatened

TThe bowhead whale is present m the Bering Sea area only
2 Steller sca lion are listed as endangered west of Cape Suckling and threatened east of Cape Suckhng

The scallop fishery off Alaska (which consists of a small fleet of vessels and uses gear less likely to generate
bycatch of finfish seabirds or marne mammals) 15 not expected to affect BSA listed species seabirds or
marne mammals 1n any manner or extent not already addressed under previous consultations for the
groundfish fisheries There has never been an assumption that there 1s an effect therefore there has never
been a consultation for the FMP for the Scallop Fishery off Alaska  The impact of the groundfish fishertes
off Alaska on endangered and threatened species has been addressed extensively m a senes of formal and
nformal consultations

Section 7 consultations wath respect to actions of the federal groundfish fisheries have been done for all the
species histed 1 above either mdividually or m groups  See section 3 8 of the SEIS (NMES 1998a) for
summarntes of section 7 consultations done prior to December 1998  Consultations completed smce
pubhication of the SEIS are summanized n the EA for the mtertm and final groundfish harvest specifications
for 2000 Also each species has been considered for re imated consultation with respect to the year 2000
speaifications and remitiated consultations are underway for Steller sea hon and the 12 evolutionanly
sigmficant units of Pacific salmon and steelhead

26 Potential Impacts on ESA listed Pacific Salmon
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Capture of salmon by the scallop dredges 1s reported to be extremely rare (Hennick 1973) as scallop dredges
are small i size, and remam within one meter of the ocean bottom. Bycatch of all fish species by scallop
dredges 1s composed prumanly of flounders and skates (Kruse et al 1993 Urban et al 1994) No salmon
bycatch was reported during the 1993 ADF&G observer program, with nearly 900 days fishmng observed
(Urban et al 1994) and there have been no other reports of salmon bycatch m the scallop fishery off Alaska
None of the altematrves likely will affect the continued existence of isted specics of Pacific salmon, or result
m dishurbance or adverse modification &f crifical salmon habifat

27  Potential Impacts on Seabirds

Many seabirds occur m Alaskan waters indicating a potential for interaction with scallop fisheries The most
numerous seabirds m Alaska are northem fulmars storm petrels lattiwakes murres auklets and puffins

These groups and others represent 38 species of seabirds that breed i Alaska. Eight species of Alaska
seabirds breed only m Alaska and m Sibenia  Populations of five other species arc concentrated m Alaska
‘but range throughout the North Pacific region. Manne waters off Alaska provide critical feeding grounds
for these species as well as others that do not breed m Alaska but mugrate to Alaska durmg summer and for
other species that breed n Canada or Eurasta and overwmnter m Alaska. Additional discussion about seabird
hfe history predator prey and with fisheries can be found m the 1998
FSEIS for the Groundfish Total Allowable Catch Specificaions and Prohibited Specics Catch Limuts Under
the Authority of the Fishery of the Bering Sea and Aleutian Islands Area and Groundfish of the Gulf of
Alaska (NMFS 1998)

Snee scallop dredges are small m size and remain within one meter of the ocean bottom, mteractions with
seaburds are rnch less likely m the scallop fishery than m the groundfish fishery which consists of a much
targer flect of vessels usmg large nets or baited hooks or pots In additon there are no reported takes of
seaburds by the scallop fishery off Alaska Thercfore none of the alternatives fikely will affect endangered
or threatened scaburds or thewr critical habitat

28  Potential Impacts on Marine Mammals

The scallop fishery in the EEZ of Alaska s classified as Category III fishery under the Marne Mammal
Protection Act A fishery that interacts only with non strategic stocks and whose level of take has
msigmficant impact on the stocks 1s placed in Category Il An observer program s i place for the scallop
fisheries No takes of manne mammals by the scallop fishery off Alaska have been reported. ©

29  Coastal Zone Management Act

Each of the alternatives would be conducted 1n a manner consistent to the maximum extent practicable with
the Alaska Coastal Zone Management Program withm the meanimng of Section 307(c)(1) of the Coastal Zone
Management Act of 1972 and 1ts implementing regulations

210  Socal and Economuc [mpacts

The social and economic impacts of each of the alternatives are analyzed 1 Section 3 0 (pp 26 40) and
Section 4 0 (pp 42 49) of this document and are considered part of the determunation under NEPA

Although soctal and economc tmpacts of the alternatives must be considered under NEPA, a deciston of

whether the preferred altcrnative will have a sigmficant affect on the quality of the human environment 15
not solely based on those factors Therefore a determmation that an action 1s cxpected to have a significant
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economic umpact on a substantial number of small entities under the standards found i the Regulatory
Flexibility Act (RFA) does not necessanly mean that the action would have a significant affect on the quality
of the human envronment  The universe of affect entities under RFA 15 often much smaller than the
human environment that must be considered under NEPA. Also the sigmficant factors that must be

>, consdered under the RFA are different  Although a determmation that an action 1 expected to have a

sigmificant economic mpact on a substantial number of small entities may confribute to a determmation that

~an action would have a significant{Rffect on the quality of the human environiment; the Second determunation ~
does not automatically follow the first Consideration 15 given to all factors analyzed throughout the entire
document mecluding sections that address environmental social and economuc mpacts before a decision
15 reached on whether an action would have a significant affect on the quality of the human environment

411  Finding of No Sigmificant Impact

For the reasons discussed above tmplementation of any one of the altematives to the status quo for
Amendment 4 to the Scallop FMP would not sigmificantly affect the quality of the human cnvironment, and
the preparation of an environmental mmpact statement on the final action 15 not required under Section
102(2)(e) of the Npignal tal Policy Act or 1ts implementing regulations

g/ é°

.
‘Assistant Admmistrator Kr Fisherics NOAA Dfte
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30 REGULATORY IMPACT REVIEW ECONOMIC AND SOCIOECONOMICIMPACTS OF
THE ALTERNATIVES

This section provides mformation about the economic and socioeconomic mmpacts of the alternatives
nchuding 1dentification of the individuals or groups that may be affected by the action, the nature of these

mpacts quantification of the economic impacts 1f possible, and discusston of the trade offs between
quahtativeand quantitative benefits and costs T

The requarements for all regulatory actions specified n EO 12866 are summanized mn the following
statement from the order

In decidmg whether and how toregulate agencies should assess all costs and bencfits of available regulatory
alternatives mcluding the alternative of not regulatmg  Costs and benefits shall be understood to mclude
both quantifiable measures (to the fullest extent that these can be uscfully estmated) and qualitative
measures of costs and benefits that arc difficult to quantify but nevertheless essental to consider Further

1n choosing among alternative regulatory approaches agencies should select those approaches that maxumze
net benefits (including potential economic environment public health and safety and other advantages

distributive impacts and equity) unless a statute requires another regulatory approach.

This section also addresses the requirements of both E O 12866 and the Regulatory Flexibiity Act to
provide adequate mformation to deternune whether an action 1s * significant under B O 12866 or will result
m sigmficant impacts on small entities under the RFA.

E O 12866 requires that the Office of Management and Budget review proposed regulatory programs that
are tobe A regulatory action 15 one that 1s likely to

1 Have an annual effect on the cconomy of $100 mulhon or more or adversely affect m a matenal way
the cconomy a sector of the economy p Jobs the public
health or safety or State local or tribal governments or communities

2 Create a serious mconsistency or otherwise mterfere with an action taken or planned by another
agency
3 Matenally alter the budgetary impact of cntitlements grants user fees or loan program or the nghts

and obhgations of reciprents thereof or

4 Raise novel legal or policy 1ssues arising out of legal mandates the Presidents prionties or the
principles set forth m thus Executive Order

Aregulatory programs economically sigmficant 1f 1t 15 hikely to result in the effects described above The
RIR 15 designed to provide mformation to determine whether the proposed regulation 15 likely to be
None of the 15 expected to result ma  sigmficant regulatory action

as definedn E O 12866

The Council adopted the following problem statcment at its February 1998 mecting wth subscquent
revisions  The Council is deahing with a sensitive resource and overcapitalized fishery In 1993 the Council
determined, through the moratorium, that unrestricted access to the fishery can be harmful to the resource
and cause net loss to the nation. With the moratorum et to expire. the number of latent permuts m existence
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which if activated, would exacerbate the problem. Additional parhictpation or increased harvesting capacity
may mmpose significant econorme hardship to current participants

The management objective of the scallop LLP 1s to reduce overcapitalization by hirmtmg the nurmber of
vessels m the scallop fishery The LLP would replace the cxisting Federal vessel moratorium program,
which s scheduled to expire on Junc 30 2000 Each of the proposed alternatives except status quo would
Tt the number of vessels participating in the fishery based on past fishing history during the historical
qualifymg period and the recent quahifymg pertod.

A system for hmiting access which 1s an optional measure under section 303(b) of the Magnuson Stevens
Act, 15 a type of allocation of fishing privileges that may be used to promote economic efficiency or
conservation. For example, limited access may be used to combat overfishing overcrowding or
overcapualizanon i a fishery to achieve OY (50 CFR 600 330(c)) The Magnuson Stevens Act (Section
3(28)) further defines The optimum wath respect to the yreld from a fishery means the amount of fish —
(A) will provide the greatest overall benefit to the Nation, particularly with respect to food production and
recreational opportumities and taking mto account the protection of marme ecosystems (B) 1s prescribed on
the basis of the maximum sustamnable yield from the fishery as reduced by any relevant social, economme

or ecological factor and (C) i the case of an overfished fishery provides for reburlding to a level consistent
with producing the maxmum sustamable yield i such fishery

Section 303(b)(6) of the Magnuson Stevens Act provides authonty to lmmt access to a fishery ' to aclueve
optimum yield 1f i developing such a system, the Council and Secretary take mto account

A present participation mn the fishery

B lustorical fishing practices m, and dependence on, the fishery

C  the economics of the fishery

D the capabihity of fishing vessels used mn the fishery to engage m other fisheries
E the cultural and social framework relevant to the fishery and,

F any other relevant considerations

31  Break Even Analysis

A break even analysis for an individual fishing vessel provides an estumate of the scallop harvest necessary
to cover annual operating (vanable) and fixed costs Information about the operating and fixed costs for
vessels 1 the scallop fleet has not been readily available but owners of seven vessels volunteered cost data
for thewr operations as part of their pubhc testimony to the Council in 1994 (see table below)  These vessels
represent the approximate average size of all vessels participating m the 1993 statewade fishery

Annual operating costs (Crew [ s ailable cost data for the scallop fleet, 1993 subimutted by industry participants
shares fuel food, etc) for all|during public teshmony Note all of these vessels participated m statewide areas
vessels were estimated to be

Vessel Operatmg  Fush Foted  Exvesstl Breskeven Breskeven
about 59 pfﬁ.": of mebgr OS; length, Costs __ Taxes Costs _prce/lb meome _landings
revenues and fish taxes about 114 61/ 385/ $507310 $476 $1443272 303208
to 4 percent of gross revenues o7 56/ 385/ $276191 $476  $696573 146339
Fixed costs however are 88 57/ 330/  §285300 $660  $718640 108885
ey o vy cnsdesby| B W) fmw s s i

L 7 114782
from one vessel to the next | g 60/ wa $214850  $665 $742125 111597
depending primanily on  the 9 60/ o  $207250 5665 _$745625 112124
amount of reparr and supplics | Ave 597 $293 518 §602 5824234 143689
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required, and mortgage and Mo e recent data subnutted by the scallop fleet, 1998

surance costs It 1s

1nteresting to note that the| Vessel ~Operatmg Fish Fxed  Exvessel  Breakeven Breakeven
average price reported by |-lame Costy  Taxes Costs  prco/Ib moome __landmps
mdustry_ (8 602/b) 15

N Explorer -55%  50%  $94000 $700  $235000 33,570

siderably more than the| ArteQueen 5 ma na 5675 $667937  o0g9s3
average reported on fish{ CarolmaBoy ~uA na oa $675  $667937 98953
tickets ($ 5 00/1b ) n 1993 | CawclmaGul  na na na $675  $667937 98953
Provder  63% 130 5466094 $625 $1305585 208894

Pursut 60% 130% $390432  $625 $1008868
More recent data S il

submutted as public
testumony by the fleet mdrcates shghtly ngher ex vessel prices for scallops m 1998 Also for the first trme
data from a shghtly smaller vesse! (about 70) the F/V Northern Explorer was submtted.

The mumber of vessels that will break even m the fishery depends on two primary factors wich are the
cavessel price paid for scallops and the total landmgs  Industry sources have mdicated that price may vary
from vessel to vessel depending on processmng methods area of harvest, and market arrangements  Exvessel
prices recerved m 1993 ranged from $4 76 to $6 65 per pound (average = $6 02)of shucked meat Thesc
prices were higher than the istorically paid for Alaskan scallops but generally lower than observed i 1996
and 1997 fisheries

Based on the above mformation, 1t was estimated that about nine vessels would be able to operate full time
at the break even level, assuming total landings of 1 3 nullion pounds at $6 02 per pound. The break even
calculation was as follows # vessels = landings*pnce/$824 234  Fewer vessels would break even 1if quotas
(fandings) or price was reduced. Alteratwvely more vessels would break cven if quotas or price mcreased.
For example 1f future exvessel prices were m the order of $8 00 per pound or more several more vessels
could operate at a breakeven level assuming total landings and costs remained constant

s ¢ s cu,recnt Tadings have been ower than LR o Ut s e

previously projected.  Statewide landings (not IncCluding | ccaliops in the Alaska statewide scallop fishery

Cook Inlet) averaged 735,000 pounds during 1996 97

Average price during the same period was approxmmately Landings (Ibs)

$ 650 /b Based on tius more recent mformation |Ece() S00000 590000 1000000 1200000
1y 6 vessels could full time 1 the| 5 o ‘0 4 St

Alaska statewnde scallop fishery (not mcludng the 3| 600 44 58 73 87

Cook Inlet vessels) at a break even level As shown m} 650 47 63 79 95

the adjacent table 800 000 pounds landed at $6 50/1b Zgg :; gi ’; f :g;

would result 1 6 3 vessels breaking even. As previously| g o0 FH T o b

stated, more vessels could break even 1f price or landings
ncreased  Prelimunary information indicates that about
810 000 pounds will be landed 1n the 1998 statewide fishery (J Barnhart pers comm. 11/20/98)

ADF&G 15 proposing changes to crab bycatch lumts for Bering Sea scallop fishenes that could allow for
Ingher landmgs n future years (Al Spalinger pers comm. 12/1/98) The approach bewng considered would
establish an averall bycatch hmit f 260 000 C batrd: 300 000 other Tanner (1¢ opilio and hybrid) crabs

and 5 000 red king crabs for the Bermg Sea scallap fishery If any of the crab stocks are below ats mmmum
stock size threshold, the PSC limuts would be reduced by 50% If the stock was at such a low level that no
directed crab fishery was allowed, PSC hrmts would be reduced by 75% Based on this formula 1999 crab
bycatch limts would be 65 000 C batrd: 300 000 other Tanner (i¢ opiho and hybnd) crabs and 5 000
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red kung crabs  Under the sncrease 1 opilio PSC total scallop landings from the Benng Sea would be
expected to merease from 93 000 pounds (1998) to about 140,000 pounds m 1999 (Jeff Bambart, pers
comm. 2/98) This measure would mcrease the breakeven point to nearly 7 vessels for the statewide
fishery (not ncluding the 3 Cook Infet vessels)

Although the mformation used m this anaiysis was available for some vessels m the fleet, other analyses
‘sug@est thiat assuffung operating costs of abGif'S9 percent of gross revéiies 1s fiot unteasonable Operating
(vanable) costs for varous types of groundfish trawl and longhne catcher/processor vessels were estuated
for analysis of cod allocation m the BSAI (Amendment 24 to the BSAI Groundfish FMP NPFMC 1993)
Appendix D of that analysis provided the following estmates of operating costs as a percent of gross
revenues (1) 41 percent for trawl vessels heading and guttng product, (2) 46 percent for trawl vessels
filletng product (3) 51 percent for a large longline catcher/processor and (4) 66 percent for a small longlne
catcher processor Note that the size distribution of small longline vessels are similar to the sizes of scallop
vessels hence supporting operating costs used m this analysis for the scallop fishery

Caution should be exercised m mtcrpreting the reported break cven analyses The conclusions drawn from
these analyses are contingent on the assumption that the operating cost structure and the annual round of
actmity are dentical for all current or potential participants  Break even analyses should not be confused
with an assessment of changes m net benefits to the nation.

Changes 1n net benefits to the nation cannot be determined with a gross revenue analysis However given
that the total economuc value of the scallop fishery m 1996 1997 was approximately $4 777 500 and this
action will not elimmate the fishery or even reduce the annual TAC we can conclude that the net benefits
to the US economy would not decrease by $100 muilion annually once costs were included 1n the calculation.
Therefore basc on this one critena, the Council s preferred alternative does not constitute a sigmificant
action under B O 12866 rccogmzng that there may be distributional economic mmpacts among the various
sectors of the industry s affected by this proposed action.

32 Overcapitahzation

From the perspective of the indwidual fisherman net returns declme as the vessels share of the quota
decreases duc to increased fishing pressure and shorter seasons Capitalization of the fishery contnues
beyond an efficient level because fishermen do not bear the entire social cost of the fishery resource The
resource 1s owned by the public and although 1t has some value fishermen are allowed to take the fish for
free This encourages capitalization beyond the level of operation that would cxist of fishermen had to meur
the cost or value soctety places on the fish Effort contmues to mercase n the fishery beyond an efficient
or profitable fleet size until average net returns reach or fall below zero  The cumulative effect 1s a fleet that
dissipates net economic value and perpetuates low mcomes i the fishery The overcapitahzed fleet also
represents an unnecessanly large and unproductive share of the economys capital mvestment base This
condition of prevents of optimum yield from the fishery to the extent that
economic rents are lower than those achievable and overall capital costs m the fishery are hgher than
requred. The status quo will perpetuate these mefficiencies

Options available to vessels that do not quahfy under the LLP are hmuted.  Some of the vessels previously
harvested scallops 1n the Atlantic Occan, and may stifl qualify to scallop on the cast coast  Although many
scallop vessels could be rigged to fish for groundfish, the opportunities for new vessels to participate
North Pacific fisheries are himuted. In 1992 the Council adopted a moratorum on new vessels entering the
groundfish and crab fishenes m the North Pacific and the analysis for that moratorium (NPFMC 1992c)
detarls many of the same overcapitalization problems addressed m the analysis for a moratortum for the

Seailop Licenss Lumtation 30 May 2000


http:Cap1tahzat1.on
http:Overcap1tahzat1.on
http:assUlllptl.on

scallop fishery (NMFS 1997) An LLP has smee been a\‘k!pmd fcr groundfish md crab fishenes (NPFMC
1994) Beyond existing fisheries under Council ‘of thus fleet
to engage m other fishenics mmply a shift to one of several altcmanvs [0) State s managcd fishertes withn
Alaska (2) state or federally managed fisheries m the US outside Alaska or (3) bigh seas or foreign
fisherics elsewhere m the world.

Opportunities for new entrants m Alaska sfate managed fisheries are Testnicted by the state’s limuted entry
‘program that covers most of the wmportant commercial fishenes mcluding salmon, sablefish herrmg, and
crab In order to access most of these fisheries mew entrants from EEZ fisheries would have to purchase a
permt, as well as adopt necessary vessel and gear modifications In the case of salmon, askmg prices for
pernuts vary from around $50 000 up to over $250 000 for the most desirable areas Salmon vessels 1n some
arcas have been developed to operate m specific regulatory and oceanographic conditions such that halibut
or groundfish boats may prove madequate without modifications  The Alaska state fisherics are managed
under a hnuted entry perrmt system because of existing concerns over excess capacity such that the entry
of vessels from Council managed fisheries would require the exit of an existng vessel. In general, therc
appear to be few if any unexploited opportumties mn existing state managed fishenes that are capable of
absorbg an mflux of new entrants from the BEZ fishenes

Overcapitahization 15 common 1n many EEZ fishenes of the United States and many of these fishenies have
been subject to limuted entry systems A moratortum and effort reduction package was adopted for the East
Coast scallop fishery under Amendment #4 of the Atlantic Sea Scallop FMP (NEFMC 1993) That
‘moratorium affects the North Pacific scallop fishenes m two ways  Furst vessels that would not parbcipate
under the proposed LLP for the Alaska scallop fishery would not be able to participate m the Atlantic sea
scallop fishery unless they had previously fished for sea scallops and met the moratorium quahfying critera
outlned m Amendment 4 Second, vessels that do not quahfy to continue scallopmg mn the Atlantic may look
to enter the scallop fishery mn Alaska 1f access remamed unrestricted. Under Amendment 4 34 vessels that
denwed at least 85 percent of their income from sea scallops 1 1991 wall not quahfy under that LLP (Lou
Goodreau, NEFMC staff personal communication) It 1s Iikely that some of these vessels would participate
n the Alaska scallop fishery if aceess were unrestricted

Many fisheries n the Pacific Council waters off Washmngton Oregon and California are already governed
by tnp lmuts and fishery managers have recommended that NMFS approve thewr adoption of a heense
Inmtation scheme to restrict further unneeded fishing effort (Pacific Fishery Management Council, 1992)
In the Western Pacific waters off Hawan a moratorium on entry mto certain longlne fishenés has already
been adopted. Although the fleet operating n the Alaska EEZ may have the techrucal capabihty to operate
1 these and other domeshic fishenes the real constramt 1s obtaiming access to these already overcapitahzed
fishenes

Outside domestic waters fishing opportumtes are less certamn, although 1t 15 recogmzed that excess
harvesting capacity exists for many of the worlds developed fishenies Following the extension of fisheries
Junsdiction 1 the mud 1970s most coastal nations led by the Umted States endeavored to claim the
econormc benefits associated with the marine resources m their exclusive economic zones greatly reducing
the opportumties for distant water flects of some countries  As a result access to the coastal waters of
foreign nattons must be arranged through jomnt venture arrangements i competitton with the distant water
fleets of many other nations such as Japan and Korea However the shift to foreign fishertes requires both
logistical and diplomatic arrangements that may be beyond the scopg, of many small boat operators  Also

opportunities for the Alaska flect in forcign fishenes likely favor technologically advanced, hgher valued
vessels not readily available n the host country
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In summary the problems associated with excess capacity and overcapitalization cannot be easily overcome
by shufting unnecded vessels to other fisheries This 15 not so much because of an meompatiilty of
technology as the dilemma of widespread overcapitalizaton. Efficient, adaptable vesscls are capable of
shiftmg to other fisheries and may well enter different fisheries m response to ccononc efficiency criteria

Entrepreneurs may also be capable of finding and competing n a vaniety of world wide fisheries However

overall there 15 no smple means of shifting excess Alaska EEZ vessels nto other fishenies m the current
environiment, prumanly because already there appéars to be more than adequate capadify throughout the
Alaskan, United States and world fishing mdustry

33 Implementation of a License Limitation Program

Scallop licenses would be 1ssued to moratorrum permut holders and would not be vessel spectfic  Any
capacity limitations that may apply to a vessel with the icense (MLOA) and gear restrictions (number and
size of dredges) will be set out on the face of the license The hcense holder could then use the hicense on
any vessel that does not exceed the capacity and gear and area restrictions  The license holder would not be
required to be on board the vessel only the license, when 1t 1s harvesting scallops

To prepare for implementation of the scallop LLP NMFS (RAM) will assemble an Official Scallop License
Limitation Program Record (Official Record) The Official Record wall contam as much relevant
nformation as possible on the following

1 Harvest and Landings of scallops mcluding dates locations and amounts

2 Vessels used to harvest and land scallops mncludung (as known) vessel charactenstics (LOA,
etc) and,

3 Vessel ownership

An LLP application period will be announced m the Federal Register  Applications that are submutted during
the apphcation period will be processed, those that are not subnutted 1 a timely manner wall be demed. In
addifion to the Federal Register notice current owners of vessel which, according to the Official Record,
appear to have been used n a way that entitles those owners to an SLLP permut wall receive direct notice
of the need to apply all others will be nohfied through the Federal Regster notice and by ofher forms of
public notice including public service announcements press releases etc

Apphcants seeking LLP hicense will have the burden of demonstrating the legitrmacy of ang clamms they
make that are contrary to any mformation compiled in the Official Record.  Ample opportunity to perfect
those clams (1¢ o supply evidence m support of them) will be provided  Those whose clatms can not be
venfied will receive an Inhal Adminsstrative Determmation (LAD) prepared by RAM, and an applicant
disadvantaged by an IAD will have the opportumity to appeal 1t to the NMFS Office of Admmstratve
Appeals  Issuance of an mtermm license durmg the pendency of the appeals process will be at the discretion
of the RAM Admunistrator (though a decision to deny an interim permt can also give nise to an appeal)

Licenses under the LLP will be mtally 1ssued only to persons who held, on February 8 1999(the date of
Council action) either a State or Federal moratorum permut and who used the permt to make legal landings
of scallops 1 the qualification period  Licenses will not be 1ssued to those who may have contracted to
purchase the fishing nghts or fishing lustory associated with a qualifying vessel nor to a person who sold
such a vessel but contracted to retamn the nghts or istory -
Identification of the license as well as the terms and conditions of its use wll be set out on the face of the
License Certificate and will include
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. the umque hoense designatton (number or letter or combination)

. the namefs) of the license holder-

. Imutations on vesscl and gear authonized to be deployed by the hcense (e g vessel LOA, number
and size of dredges that may be deployed from the vessel etc )

At the fime of mitial 1ssuance an LLP hicense will receive a formal permanent designation (e a number
6r a leffer of a combimation of the two) The licerise will be manifest by a Ceftficate which will be sent to ™
the hicense holder  Once 1t has been mually 1ssued, an LLP heense, m its entirety (16 mcludmg all
endorsements and lLmmutations - heense attributes would not be severable) may be transferrable
Applications for transfers wll be submutted on a form prepared by NMFS (RAM) 1f a transfer application
1s approved, a new hicense certificate will be 1ssued m the name of the transferee If a transfer apphcation
15 denied, the applicant(s) could appeal that to the Office of Ad Appeals

34 Econonuc Impact of the Alternatives

The economic mpacts to

indwvidual vessels depends on

the alternative and OptIOn | Table 3.4 1 Vessels malang legsl landings of scaflops m Alaska 1994 1997 based

chosen. Alternatives 3-6 to | on prebmnary CFEC fish ticket data.

the status quo would have a Morstormn

siguficant economc wmpact | g veseet quahfied 1994 1995 1996 1997 1998

on & nuber of | Zogypoger

small entities because some Alaska Beauty FS X X

vessels would not quahfy for Northern Explorer FS X X b's X

pernuts therefore, they would ’;ﬂ:mw ;5 )}é X X

be excluded from the scallop myhn‘”“(m‘”wh ey X

fishery  Alternatives 4-6 BilyD o x

would have a sigmficant Tnna no Xt

mopact on a substantial

number of small entibes | Outgde Cooklnlet s ox X < < «

compared to the status quo Jaoqueboe & Josept?  FS X X X

because at least two of the Rush s X X

eighteen  vessels  currently Proner FoX x X XX

in .

g:":"md l',';d::l S‘f:tg Carolma Boy FS X X X x X
ery m Carolna Gl 2 ES X X X X X

would be ehmmnated from the Norbom Baghorer 3 X X

fishery because they would Ocean Hunter F X X X

not quahfy The number of Forum Star ¥ X x X

vessels that will be allowed to romi e © ¥

participate m the  scallop Lorrame Garol FoX x

fishery will have the largest Fortun Hunter F X x

economic  impact More Arctic Ro: F Did not fish for scallops m these years

e s gow | N[ phmmisbeeters

revenues for each parhcipant

less vessels translates Wt | *7he Bully D and Trna fished the Wayward Wind federal moratorum permit

higher revenues for |1 d Joseph renamed. igen Arcts eawand

participating vessels Vessels

owners that do not recerve a
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Tcense would be negatively impacted because they would be required to purchase a icense of a qualifymg
vessel

Because the scallop fishery has been prosecuted by less than 20 vessels i recent years 1t 1s easy to display
the mformation on vessel participation, and what vessels would be umpacted under the vanious alternatives

The adjacent table shows vessel participation m recent scallop fishertes before and after the federal
moratorium (effective July 1997) Since1997 vessels must have quahified to fish under the Federal or State

‘moratorum (F or §) to legally fish scallops

Table 3.4 2 Vessels that would qualfy for based on CFEC fish ticket data
#of years
Veaset LOA' A2 A3 Alt4 AlS Alt6 ArcasFishedm1996-98 fished 1980 98
Alaska Beauty % yes  ys ys  ys NO Cooklolet 3
Northern Explorer 70 Y5 yes  yes  yes* yes* Cooklnlet Statewnde m 1998 6
Kikenny 75 yes  NO yes  ys yes Cooklnket 4
Weyward Wind 52 Ys  ys  ys  ys* yes* Cooklnlotwieasedvessel 4+ (see note3)
101 yes  yes  ys  yes  yes  Sttewde 19

Jacqueline&Joseph? 96 Yes  yes NO ys NO Sttewidem 1998 9
Rush 72 yes yes NO NO NO  Dudnot fish for scallops 7
Provider 124 yes  yes  yes  yes  yes  Statewide 10
Trade Wind 88 ys ys NO NO NO Didnotfish for scallops 4
Carolma Boy 9 yes  yes  ws  ys  yes  Statewide 6
Carolina Girl 2 6 Y5  yws  yes  yes  yes  Statewide 6
Ocean Hunter 10 ys NO ys ys yes Statewide 10
Forum Star o7 yes  NO yes  ys yes Statewde 5
Mr Big 146 yes NO NO NO NO Didnot fish for scallops 4
Lorrame Carol 28 yes No NO NO NO  Didnot fish for scallops 3
Fortune Hunter 82 yes NO NO NO NO  Permit transferred m 1998 3
Arctic Rose? 224 ys NO NO NO NO Didnot fish for scallops 2
Pheonxx 104 ws NO NO NO NO Dudnotfish for scallops 6

TOTAL NUMBER 18 10 10 1 9

Option LA (1) Slatewide endorsemments 15 10 6 5 7

Option 1A (1) Cook Inlet endorsements 4 3 4 4 3 <

Option 1A 2) Stsevnde endorsements 15 10 7 s %

Opton 1A (2) Cook Inlet endorseraents 4 3 s 43

be endorsed for both d Cook Inlet areas under Option 1A

*LOA (length overall m feet) from moratoruum permt or other sources

* Jacqueline and Joseph renamed Arctic Queen Arctic Rose renamed Sewind.

3 Wayward Wind quabfied for moratorum with 4 years landmgs (1983 84 85 87) the permut holder fished the

F/V LaBnsa n 1994 and fished the penmut on leased vessels (Billy D and Trna) i 1996 and 1997

341 Altermative 1

Under this alternative the scallop vessel moratorium would expire n 2000 and the fishery would revert back
to open access  Additional effort and capitol would likely be mvested 1o this fishery This can ocour with
the addition of more vessels that may be larger or more powerful and other capitol mvestrments Margmal
revenues for participating vessels would be reduced with additonal effort - Shorter seasons and increased
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bycatch rates would be expected. Cormmunities would be mpacted by shorter seasons, as full time crew Jobs
would become part time jobs with lower annual pay Returning to an open access fishery may be hard to
rationahze from a resource conservation perspective and from the perspective of mamtammng an
econommally viable fishery The himted size of the scallop resource hmts the potential economue return
1m the fishery If the fishery reverts to open access the relatively ugh value of scallops would likely attract
additional vesséls mnto the fishery  This would fiirther dimmsh the ability of vessds and ﬁshcrs to break-

cven. The affects'of an overcapitalized fishery afé discussed m sechon 32~ -

342 Alternative2

Under ths alternative, vessel owners who quahfy for Federal moratorium permits would recerve a heense
A total of 14 hcenses would be 1ssued, one for each vessel This alternative would result m the largest
number of vessel licenses of the six proposed alternative  The breakeven analysis (Section 3 1) clearly
demonstrated that the fishery cannot support this many vessels participating on a full tme basis  The effects
of this overcapitahization are the same as would be expected under open access  Note that the maxmum
nurmber of vessels to fish scallops was 18 vessels i 1981  Alternative 2 would not have mmpacts on
mdividual vessels because all vessels currently participatmg m the scallop fishery would qualify for hcenses
under thus alternative However Alternative 2 would mrpact the fleet as a whole because the fishery would
contmuc to be overcapitahzed.

343 Alternative 3

Vessel owners who qualify for State moratorum permuts would receive a hcense  Under this alternative, a
total of 10 heenses would be 1ssued, one for each vessel The breakeven analysis (Section 3 1) demonstrated
that the fishery cannot profitably support this many vessels participating on a full tine basis  Nevertheless

the effects of thus would be lessened under this alternative  Since a total of
10 heenses would be ssued, this would have a mpact on a number of small
entities compared to the status quo  There are vessels with long histores of participation m the scallop
fishery which are not ehgible for the state moratorrum.  Three of the esghteen vessels that have recently
participated m the scallop fishery in Federal waters would be ehrminated from the fishery because they would
not qualify for the State moratorium (1 ¢ these vessels didn ¢ make landings durmg the State moratorum
qualifymg years) An addinonal five vessels are beheved to quahy for Federal moratorum permts but have
not applied for permuts or re entered the fishery since the of the Federal program
n July 1997 <

344 Alternative4

Under this alternative holders of either Federal or State moratorium pernuts that used their moratorum
permuts to make legal landings of scallops m 1996 or 1997 would recerve a hicense  The federal or state
moratorium quahfication pertod would serve as the historic qualifying period and the years 1996 and 1997
would serve as the recent qualifymg period. This alternative would allow a maximum of 10 hicenses nto the
scallop fishery A total of 10 licenses would be 1s5ued, therefore § vessels would be excluded from the
fishery Both state and federal morator qualified vessels could be for licenses Some vessels
wath substantial fishing histories would be excluded.

345 Alternative 5 . -

Holders of exther Federal or State moratorium pernuts that used their moratorium permmits to make legal
landings of scallops in 1996 1997 or 1998 (through 10/9/98) would receive a hicense  The federal or state
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‘moratorum quahfication period would serve as the historic quahifymg period and the years 1996 1997 and
1998 would serve as the recent qualifymg period. Under thus alternative a total of 11 heenses would be
tssued, one for each vessel. Alternative 5 excludes fewer vessels with substantial fishmg histories m the
scallop fishery than Altematives 4 or 6 The quahfymg criteria m Alternative § are more encompassing than
any of the other alternatives m torms of which vessels may be considered for LLP hoenses and the years

“mcluded in the recent quahfying period. The number of licenses fhat would be 1ssued under Alternative 5
“15"6nly Shghtly higher tiat the estufiated break évem niimber of Vessels and Sifilar 1o the niFuber of vessels
m Alternatives 3 and 4 and the number of vessels currently ehgible for the statewide waters moratorium.
Alternative 5 provides an opportumty for more scallop vessels to qualify for LLP hcenses The trade-off for
the more encompassmg quahfymg critena 15 an merease of one addional vessel over the number of vessels
ehgible under Alternatives 3 and 4 and two additional vessels over the number of vessels eligible under
Alternative 6 The additional qualifying vessel under Alternative 5 has a long hustory of participation, and
has demonstrated present participatton by making scallop landings m 1998

346 Alternative 6

Holders of either Federal or State moratorum permts that used ther moratorium permmts to make legal
Tandings of scallops 1 two of the three years (1996 1997 1998 through 10/9) would recewve a license  The
federal or state moratorium quahficatton period would serve as the hustoric quahfying period and the years
1996 1997 and 1998 would serve as the recent quahfymg perod. Under this alternative a total of 9 heenses
would be 1ssued, one for each vessel The number of licenses estimated for Alternative 6 1s exactly the
number of vessels estimated 1n the break even cost analysis (mcluding the Cook Inlet vessels) Alternative
6 would result in the lowest number of licenses of any of the six proposed alternative Requinng two years
of participation during the recent qualifying period will exclude some vessels with substantial fishing
Iustones m the scallop fishery Those vessels would not recetve LLP hcenses because they made scallop
landings 1 only one year durmg the recent qualifymng period. Because there are no mmumum standards
{pounds or fishing time during a year) for participation during the recent qualifying pertods a vessel could
meet the recent partictpation standards by landing very small quantities of scallops Thus vessels with less
participation overall could recerve licenses because they fished more years durmg the recent period, while
vessels with more substantial fishng hustories but only one year of participation during the recent period
would not receive permits

35  Economuc Impact of the Options

‘The options chosen for Alternatives 2 6 wall also have economuc mmpacts on a fleet wide mdividual vessel,
and indvidual owner level

351 Opton1 AreaEndorsements

There are three options available for area endorsements and they are as follows
A Separate cndorsements for Cook Inlet and statewide areas Must have a legal
landmg of scallops 1 each area durmg the recent quahfying period to recerve an
endorsement in that area

@ Separate endorsements for Cook Inlet and statewrde areas Must have a legal
landing of scallops m each area during either the recent or historic quahfyng
penods to receive an endorsement 1n that area,

No area endorsement  All licenses are statewide

(1) (Preferred) No area endorsements All heenses are statewide However hcense
holders who never made a legal landing of scallops from outside Cook Inlet durmng

ow
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the recent qualifymg pertod would be restricted to a smgle 6 & dredge m all areas
(eg restrcted and unrestricted hcenses)

(2)  No arca endorsements All licenses are statewide However hcense holders who

never made a legal landing of scallops from outside Cook Inlet during exther the

recent or hustonc qualifying periods would be restricted to a smgle 6 & dredge 1n all

areas (e g Testricted and unrestricted licenses)

Option 1 was developed to address concems about having to separate the scallop flects mside and outside
of Cook Inlet Ongmally the designation of separate hcenses was mtended to protect the Homer small boat
fleet from competition by larger outside vessels As indicated m pubhc testrmony from February 1998 this
protection may no longer be necessary Three factors were cited. First, the scason openmng dates for Yakatat
and PWS have been changed from January to July 1 Thus provides additional fishmg opportunties for larger
vessels m the summer months The second reason 1s that Cook Inlet requires the use of a smgle 6 foot
dredge which would not be economucal to fish with 2 larger vessel and an 11 person crew The third reason
cited 15 that the Cook Inlet (Kamushak) quota has remamed very small relative to outside areas ranging from
20 000 to 28 000 pounds

Option 1A has economuc costs to the handful of vessels that were moratorium qualified for Cook Inlet
because 1t limuts their opportumties to catch scallops elsewhere On the other hand, Option 1A has benefits
to the vessels that were moratorum quahfied to fish outside of Cook Inlet because it reduces ther
competition for scallop quota  The difference between Option 1A(1) and Option 1A(2) 15 onc vessel the F/V
Wayward Wind, that fished outside Cook Inlet durmg the historic qualifymg pertod, but not m the recent
qualifying penod.

Option 1B has exactly the reverse effect of Option 1A Under Option 1B Cook Inlet vessels would stand
to benefit, whereas vessels fishing outside Cook Infet would be subject to additional competiion. Note that
three vessels from Cook Inlet would be allowed to fish in outside waters under Option 1B Although these
vessels currently fish one 6-foot dredge and carry a small crew (2 § persons) 1t 1s likely that they could fish
larger dredges and carry larger crews if they were allowed to fish in other areas of the state

Option 1C 15 2 compromuse between having a separate fleet (Option 1A) and a smgle fleet (Option 1B)
Option 1C would allow the Cook Inlet guahfied vessels to fish m other areas but would hmt these vessels
to fishing only one 6 foot dredge Testimony at the February 1998 meeting indicated that this may not be
a econonucally viable option 1f the Testricted vessels were required to carry observer mn the stltewade areas
In other words Option 1C would allow vessels to fish 1 the outside waters with a gear restriction, but the
observer costs would be prohibifive and none of the Cook Inlet vessels would be expected to partictpate m
areas outside Cook Inlet The difference between Option 1C(1) and Option 1C(2) 15 one vessel the F/V
‘Wayward Wind, that fished outside Cook Inlet during the istoric quahfying period, but not m the recent
qualifying period. Option 1C(1) would himt thus vessel to fishing one 6 foot dredge outside of Cook Inlet

Note that the alternative chosen will also affect the number of vessels allowed to fish in each area (Table
342) For example the F/V Northern Explorer was an ongmnally quahfied vessel for a federal scallop
moratonum permt endorsed for fishmg mside Cook Inlet (Area HY Mr Bill Kopphn (president of
Oceanic Research Services whch owns the Northern Explorer) was 1ssued the moratorium perrmt for this
vessel m June of 1997 In June of 1998 RAM approved a transfer of a SMP #SC0024600 (from quahifying
vessel Fortune Hunter) which 15 endorsed for fishing outside cook mlet to Oceanic Research Sgrvices Inc
(Bill Kopphn) SMP SC0024600 can be used on any vessel with an LOA less than 98 ft (there 1s no vessel
named on an SMP) The permit was used on the Northern Explorer to catch scallops i federal waters in the
statewide fishery n 1998 So Alternatives that include 1998 as a qualifymg year for the proposed scallop
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LLP could potentially mcrease cffort m statewide areas without changing the overall number of hicenses
1ssued or the number of vessels mnvolved.

352 Ophon2 Vessel Reconstruction and Replacement

Three options were developed to address the potential for additional
recofistruction and réplacement of vessels
No on or

B Maximum length overall (LOA) would be equal to 120% of the length of the vessel on
January 23 1993 (maxumum LOA wunder Federal moratorium)

C Maxumum vessel length would be restnicted to 120% of the LOA of the vessel on which the.
permut was used m 1996 or 1997 on or before Decernber 31 1997 If a pernut was used on
more than one vessel m 1996 or 1997 maxumum LOA would be calculated using the longest
vessel

D (Preferred) No mereases n vessel length allowed. Maximum vessel length will be
restricted to 100% of the LOA of the quahfymg vessel on February 8 1999 unless the
‘moratorum permt was used on a longer vessel m the recent qualhifying penod m which case
the heense will be hmuted to 100% of the LOA of the longest vessel used m the recent
quahfying period.

ntahzation of the fishery through

Option 2A would allow vessels to be as large as econormcally viable for thus fishery 1t may also be a safety
consideration 1n some cases as mcreasmng vessel length may merease stability  Gaven the current restrictions
on crew size (12 person maxmmurri) dredge size (two 15 foot dredges) and a requement for mamual
shuckang 1t 15 unlikely that many vessels would merease msize Larger vessels have higher operating costs

If Cook Inlet vessels were allowed to participate unrestncted 1 the statewnde areas these vessels would be
expected to merease m size (to the extent allowed) to handle bigger seas larger gear and bigger crew size

Licensed vessels could be lengthened or sponsoned, or an mdividual hicense could be transferred to a larger
vessel

Both Option 2B and Option 2C address economic concerns by limiting the length of vessels durng
replacement or reconstruction  Only one vessel would be expected to be impacted by the choice of Option
2B or 2C based on public testimony The F/V LaBnsa 1s currently 72 LOA (Max Hulse, pers comm,
7/7/98) winch 1s more than 120% larger than the vessel (F/V Wayward Wind, 52 LOA) that generated the
‘moratorum permt for this vessel owner (Max Hulse personal commumcation) Option 2C woald allow the
awners of the F/V LaBnsa to fish for scallops without having to cut off the bow or replace the vessel with
a smaller vessel tess than or equal to 62 feet LOA  Under Option 2C the owner of the F/V LaBnsa would
be 1ssued a permut that would allow up to a 9 vessel to be used (based on leasing the 76 F/V Billy D m
1996) Only one other vesscls has been lengthened during the moratorumn period (F/V Seawind current and
permitted maxumum length 1s 224 LOA)

Option 2D would also address economic concerns by inmting the length of vessels during replacement or
reconstruction however 1t would allow the MLOA specified on the license to be the LOA of the longest
vessel used to fish the moratortum permut during the recent qualifying years Ttus would allow vessel owners
who fished during the recent quahfying period with a vessel with a greater LOA than specified on therr
moratorium permut to contmue to use the longer vessel However 1t would not allow any further increase
n vessel fength
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36 Magnuson Act Provisions

Section 303(b)(6) of the Magnuson Stevens Act provides authority to linmt access toa fishery ™ to achieve
optunum yield if, m developmg such a system, the Council and Secretary take nto account an number of
factors A summary of how the analysis addresses these factors 15 shown m the followmg table

A summary checklist of how the analysis meets Section 303(b)(6) of the Magnuson Stevens Act.
[Issue that must be considered. Analysis chapter ~ Summary of Information
[A. present participation m the fishery 34 ‘mdmdual vessel participation shown by year
B hustorcal fishig practices m, 13a0d34 Iustorrcal particrpation from moratormm qualifications.
and dependence on the fishery some vessels have a very long hustory of participation
IC the economies of the fihery 13end31 broakeven analyss, prics of scallops, landungs
D the capability of fishmg vessels used 32and Apdx B most federally managed fisheries have limted access
m the fishery to engage m other fishenes, some vesscls have groundish perrmts
|E  the cultural and socia! framework 13 )p Income
relevant to the fishery and, flown 1 from outside but many from local communrtica.
IF eny other relevant considerations all chapters some vessels sunk, sold, upgraded, leased, or left Alaska.
gh
others
e

361 Excessive Shares

At the October 1998 Council meeting questions were raised about what would constitute an excessive
share for this fishery Note that National Standard 4 says Conservation and management measures shall
not discrimunate between residents of different states If 1t becomes necessary to allocate or assign fishing
privileges among various US fishermen such allocation shall be

(A) fair and equitable to all such fishermen

(B) reasonably calculated to promote conservation and

(C) carried out m such a manner that no particular mdividual corporation, or other efitity acquires

an excessive share of such privileges

The Council final action recommended that no person (as defined under the Magnuson-Stevens Act) can
control or awn more than 2 scallop licences The 2 license ownership cap 1s mtended to prevent any person
from obtammg an excessive share of harvest privileges m the scallop fishery s required by national standard
4 of the Magnuson Stevens Act The Council determmed that holdmg more than 2 scallop LLP licenses
woutd consttute an excessive share in the context of this relavely small fishery

The Council considered the following provision 1f a person were mtially 1ssucd more than 2 hcenses that
person would have grandfather mghts to retamn licenses m excess of 2 but these nghts would be
extmguished 1f the person (a) through transfer drops to 2 or fewer hcenses and (b) 15 a corporation or
partnership and the corporate structure 15 changed. The Council determuned that this provision 15 not
necessary because the scallop LLP alternative adopted by the Council precludes any person from recewing
more than 2 hcenses
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‘When the NPFMC adopted its LLP for groundfish (Amendments 38/40) and crab (Amendment 5) the 1ssue
of excesswve shares was addressed m the following manner License ownership caps for groundfish were
established such that no more than 10 general groundfish heenses may be purchased or controlled by a
‘person  with grandfather nghts to those persons who exceed this lmut m the rutial allocation. For crab
no more than § general licenses per person wall be allowed, with grandfather provisions to those persons who
exceed this lumut mn the mitial allocation The mtent of the Council was that hmit 15 apphed to the
person as defined under hcense Tecipients and is not nterpreted o apply 16 mdividual owners withm
corporations or partnerships

37 Confidentiality

In October 1998 the Council s Scientific and Statistical Commuttee noted that confidentiality laws may
constram pubhc access to data relevant to a host of management concerns given the small number of
particrpants m the scallop fishery and potential further consolhidation The Commmuttee wondered 1f 1t would
be possible for scallop fishery to wawve nghts as a under the LLP
so that data could be more widely accessible for management purposes

Confidentiality was also an 1ssue in the TFQ programs for balibut and seblefish. In thosc fishenies the State
of Alaska s Commercial Fisherics Entry Commssion (CFEC) supphed surmmary data to vessel owners For
example 1f scveral permt holders fished from a vessl, CFEC aggregated the data for all permut holders on
the same vesscl, by year species area and week. The vessel owner then had the vessel s history, but could
not idenify specific landmgs for mdrvidual permt holders

That works until there 1s a dispute among permut holders and vessel owners  Some permut holders clamed
there was some mphed between and the vessel owner and beheved they
were entitled to part of the vessel s hustory The question then was how to divide landings among the vessel
owner and the permit holder In such cases CFEC provided the vessel owner with the names and addresses
of the permut holders who fished from the vessel but not individual landings and left 1t up to the vessel
owner to get a confidentiality waiver from the permut holder Sometimes the pernmt holder waved
confidentiaity and sometimes they didn t  Often, CFEC got stuck in the nuddle of these disputes between
permut holders and vessel owners  Permut holders would not watve confidentiahity and CFEC couldn t
release mformation to vessel owners without the waver Confidentiality release forms were supphed by
NMFS m apphication packages for the IFQ programs

.
More recently the Alaska legislature created a vessel moratorium for scaltops in state waters Part of the
statute spearfically states the corrmssion may release to the owner of a vessel mformation on the vessel s
tustory of harvests m a fishery that 1s necessary to apply for a vessel permit  CFEC still requures the vessel
owner to complete a request form, and verifies the requester 1s actually the vesscl owner CFEC actually had
to do thus only for one vessel so far Inthat case the permut holder was the son of the vessel owner and there
was no dispute over who should get credit for the landmgs The son filed a confidentiality wawver even
though 1t was not required under this law  The provision for releasing vessel mformation to the vessel owner
sunsets July 1 2001

On the other hand, confidental data does not scem to be an 1ssue for scallop fishery managers Under
Amendment 3 the Council deferred management of the scallop fishery to the State Currently State
managers dont have any problem locking at the data 1t 1s not from them. £ of
data becomes a problem for management of the scallop fishery one approach to obtaning confidential data
for management would be to draft up a release form and send 1t around to the owners and see who sends 1t
back voluntarily Perhaps they will all do 1t voluntarily ~ All scallop fishery participants testfying to the
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Counail m October stated that they would waive these confidentiality nights 1f st meant better management
of the fishery The Alaska State regarding of fishenies data are excerpted below

SEC 1605815 CONFIDENTIAL NATURE OF CERTAIN REPORTS AND RECORDS () Except as pmvmed m (b) and (o)
of thus secton records leq\n.rzd by regulations of the .upmnm concernng the landngs of fish shellish or fishery products and
annuol gulation of the deportment are confidential m iy ot e ek
by the department except as ot out 1 thus subsertion The department may release th records and reports set ot m this subscetion

tified 1 if the rcipent, oter th {4) (6) of thus subsection agrees to mamtain

the

(1) any of its records and reports 1 the Netionel Marme Fisheres Service and the professional stafl of the North Pacific
Fishery Management Council as required for preperation land mmplementation of the fishery management plans of the North Pacific
il within

(2) any of s records and reports to the Department of Revenue and to the Alaka Commercial Fishenes Entry Comrmssion
to asaist them m carrying out ther Statutory responsi

(3) records or reports of the total value purchased by each buyer fo a mumcipahty that levies and collects a tax on fish
shellfish o fishery products f the municipality requires records of the landings of fish shellfish or fishery products fo be subimutted
to i for purposes of venfication of taxcs payable

(@) such bem & court onder

(5) on request, the report of a person to the person whose fishery actity s the subject of the

(6) fish tuckets and fish ticket wformation to the Divison of Fish and Wildlfe Protection Department of Public Safety-

and

(7) fish tickets and fish ficket information regarding halibut to the Interational Pacific Halibut Conmmussion

(8) any of 1s records and reports to the child support enforcement agency created m AS 2527 010 or the child support
agency of another state for child support purposes authonzed under law

(b) Except as provaded m (c) of this section records or reports received by the department which do not identfy mdwvidual
Sishermen buyers, or processors or the specific locations where ish have been takea are public wformation

(c) Crab stock abundance survey mformation that roveals crab catch by sampling location ms confidential and 18 not subject to
‘mspection or copymg under AS 09 25010 09 25 120 until the close of the fishing season for which the survey was conducted.

(d) Except as otherwise provided 1n this section the department shall keep confidental (1) personal mformation contauned m
fish and wildfe barvest and usage data and (2) the records of the department that concern (A) telemetry radio frequencies of
‘montored specres (B) denning sites (C) nest locations of raplors that require special attention (D) the speeific location of anumal
capture sttes used for wikdhfe research or management and (E) the specifc lo fish and wildife specics The department may
release records and mformation that are kept confidential under i the o comply with
1f the requestor 15 a state or federal agency 1f the requestor 1 under contract with the state or federal agency to conduct research on
& fish or widlfe population or if the requestor has been suthonized by the department to perform speeific activities and agrees fo
use the records and mformaton oaly for purposes as provided under a contract or agreement with the department. After 25 years
the records and mformation that are kept confidentia] under this subsection become public records subyect to mspection and copymg
under AS0925 110 09 25 140 unless the department determunes that the release of the records or nformation may be detnmental
10 the fish or wildiife population In this subsection personat mformaton has the meaning given m AS 44 99 350

38 Compatibihity of Federal and State Programs

The Couneil and Alaska Board of Fisheries have discussed the goal of achieving umform management and

Ticensing of the scallop fishery m State waters and the adyacent EEZ - Limuted entry 1 State waters and the

EEZ may be able to be accomphished through a sigle mmuted entry program spanning both arcas but if that

1s not possible the State may have to develop a separate but similar limited entry program for the State

waters fishery The State will continue to it cffort with the existing vessel moratorium program until an
program 15 The State program 15 set to cxpire m 2001

The Commercial Fishenes Entry Cormmussion (CFEC) and the AlaskA Department of Law  at fhe direction
of the Alaska Legsslature are currcntly draftng a vessel imuted entry permut (VPLE) program. This draft
legislation was troduced m Legstature m the 1999 session We do not know 1f or m what form, the
Legslature wall adopt the VPLE program.
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One of the fisheries the VPLE could be useful for 1s the scallop fishery m state waters  CFEC 15 attempting
to build enough flexibility mto the VPLE program to allow the State to develop management regimes and
lumuted entry programs m state waters that could be compatible with federal management of fisheries m
adjacent waters of the EEZ
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40 INITIAL REGULATORY FLEXIBILITY ANALYSIS

The Regulatory Flexibility Act (RFA) first enacted m 1980 was designed to place the burden on the
government to review all regulations to ensure that, while accomplhishmg therr mtended purposes they do
not unduly mhibit the abihty of small entiics to compete The RFA recogmzes that the size of a busmess

it of government, or nonprofit organization frequently has a bearing on its abihty to comply wth a federal
regulation. Mayor goals of the RFA are (1) to mcrease agency awarencss and understandmg of the mpact
of therr regulations on small busmess (2) to requure that agencies commumcate and explam therr findings
to the public, and (3) to encourage agencies to use flexibility and to provide regulatory rehief to small entities

The RFA emphasizes predicting impacts on small entities as a group distinct from other entities and on the
consideration of alternatives that may mnumize the mmpacts while still achieving the stated objective of the
action.

On March 29 1996 President Chnton signed the Small Busmess Regulatory Enforcement Fairness Act

‘Among other things the new law amended the RFA to allow judicial review of an agency s comphance with
the RFA The 1996 also updated the for a final regulatory flexibility analysis

mcluding a description of the steps an agency must take to mmnmmze the sigmificant economic impact on
small entihes Fmally the 1996 amendments expanded the authonity of the Chief Counsel for Advocacy of
the Smail Busmess Admimistration (SBA) to file amicus briefs m court proceedings mvolving an agency s
violation of the RFA

In determinmg the scope or umverse of the enfities to be considered 1 making a sigmficance
determmation, NMFS generally ncludes only those entities both large and small that can reasonably be
expected to be directly or ndirectly affected by the proposed action. If the effects of the rule fall prmarily
on a distinct segment or portion thereof of the mdustry (e g user group gear type geographic area) that
segment would be considered the umverse for the purpose of this criterion.

Currently msufficient quantitative econorme mformation exst on the fishery under review to determune the
cconomic sigmficance of this action In the absence of such quantitative social and economuc data a
quahtative based Imtial Regulatory Flexibihty Analysis 15 conducted below to comply with the RFA

The management objective of the scallop LLP 15 to reduce overcapitalization by lmiting the number of
vessels m the scallop fishery The LLP would replace the existng Federal vessel maratorum program,
which 15 scheduled to expire on June 30 2000 Each of the proposed alternatives except statu§ quo would
Yumit the number of vessels participating m the fishery based on past fishing history during the historical
quahfying pertod and the recent quahfying period

41 Requirement to Prepare an IRFA

For each proposed rule NMFS must prepare an mhal regulatory flexibihty analysss unless we certify that
the action 15 not expected to have a sigmificant cconomic 1mpact on a substantial number of small entittes
The central focus of the IRFA should be on the economic impacts of a regulation on small entities and on
the alternatives that might mmumize the mpacts and still accomphsh the statutory objectives  Under 5
USC Section 603(b) of the RFA, cach IRFA 15 required to address

A description of the reasons why action by the agency 15 being considered, -

A succinct statement of the objectrves of and the legal basts for the proposed rule
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* A description of and, where feasible, an estimate of the number of small entines to which the proposed
Tule will apply (mcluding a profile of the ndustry dvided mto mdustry segments, 1f appropriate)

« A description of the projected reporting and other of the
proposed rule mcluding an estimate of the c!asjes of small entiies that will be S\lb_}l:ct to the requirement _
the 1 skalls necessary fo for

+  Anidentification, to the extent practicable of all relevant Federal rules that may duphcate, overlap or
conflict with the proposed rule

* A description of any sigmficant alternatives to the proposed rule that accomplish the stated objectives
of the Magnuson Stevens Act and any other apphcable statutes and that would
economc mpact of the proposed rule on small entihes Consistent with the stated objectives of
applicable statutes the analysis shall discuss significant alternatives such as

1 The estabhshment of differmg comphance or reportmg requirements or tumetables that take mto
account the resources available to small entiies

2 The clanfication, or of and reporting under
the rule for such small entities

3 The use of performance rather than design standards
4 Anexemption from coverage of the rule or any part thereof for such small enties
42 What s a Small Entity?

The RFA tecogmzes and defincs three kinds of small entites (1) small busmesses (2) small non profit
organizations and (3} and small government junsdictions

Small businesses  Section 601(3) of the RFA defines a small busmess as having the same meaning as
small business concern which 1s defined under Section 3 of the Small Busmess Act  Small busmess or
small busmess concern mcludes any firm that 15 mdependently owned and operated and not dornate m

1ts field of operation  The SBA has further defineda small busmess concern as one organszed for profit
with a place of busmess located m the United States and which operates primarily within the United States
or which makes a significant contribution to the U S economy through payment of taxes or use of American
products materials or labor A small business concern may be m the legal form of an mdividual
proprictorship partnership limuted hability company corporation jomt venture, assoctation, trust or
cooperative, except that where the formis a jomt venture there can be no more than 49 percent participation
by foreign business entities m the jomt venture

The SBA has cstablished size critena for all major idustry sectors m the US ncluding fish harvestmg and
fish processing businesses A business nvolved in fish harvesting 1s a small busmess 1f 1t 15 independently
owned and operated and not dominant 1 1ts field of operation (mcluding 1ts affiliates) and 1f 1t has combned
annual receipts not mn excess of $ 3 mulhon for all its affiliated operations worldwide A seafood processor
15 a smail business 1f 1t 1s mdependently owned and operated, not dominant n 1ts field of operation, and
employs 500 or fewer persons on a full tune part time temporary or other basis at all us affiliated
operations worldwide A business mvolved i both the harvesting and processing of seafood products 1s a
small business 1f 1t meets the $3 mulhon critenion for fish harvesting operations  Finally a wholesale busmess
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servicing the fishing mdustry 15 a small businesses if 1t cmploys 100 or fewer persons on a full tune
part time temporary or other basts at all 1ts affiliated cperations worldwide

The SBA has cstabhished ‘prmciples of affihation to determne whether a busmess concem 1s
mdependently owned and operated  In general busiess concerns are affiliates of cach other when onc

concerni controls or has the power to control the uth:r. or a third party controls or has the power to control
both~ The SBA Tonstders factors such as ownership “Prévious Telatioiships Withor fies to
another concern, and contractual relationships dctcnmnmg whether affihation exists Individuals or firms
that have 1dentical or substantially identical business or economuc mterests such as fanuly members persons
with common mvestments or firms that are econommcally dependent through contractual or other
relationships arc treated as one party with such interests aggregated when measuring the size of the concern
m question. The SBA counts the recerpts or employees of the concern whose size 15 at 1ssue and those of
all ats domestic and foreign affiliates regardless of whether the affiliates are orgamzed for profit, m
determmnng the concemn s size However busmess concerns owned and controlled by Indian Tribes Alaska
Regional or Village Corporations organized pursuant to the Alaska Native Clamns Settlement Act (43 U S C
1601) Natve Hawanan Orgamzations or Community Development Corporations authonzed by 42 U'S C
9805 are not considered affihates of such entiies or wath other concerns owned by these entities solely
‘because of their common ownership

Affiliation may be based on stock ownership when (1) A person 1s an affiliate of a concern if the person owns
or controls or has the power to control 50% or more of its votng stock, or a block of stock which affords
control because 1t 1s large compared to other outstanding blocks of stock, or (2) If two or more persons each
owns controls or has the power to control less than 50% of the votmng stock of a concern, with mmoni

heldmgs that are equal or approximately equal m size but the aggregate of these mmonty holdings 1s Targe
as compared with any other stock holding each such person 15 presumed to be an affiliate of the concern.

Affihation may be based on common management or jomt venture arrangements  Affiliation anses where

one or more officers directors or general partners controls the board of directors and/or the management of

another concern. Parties to a joint venture also may be affihates A contractor and subcontractor are treated

as jomt venturers 1f the ostensible subcontractor will perform primary and vital requirements of a contract

or 1f the prime contractor 15 unusually rehant upon the ostensible subcontractor All requirements of the

contract are considered 1 reviewmg such relationship includmg contract management techmcal
and the of work.

<

Small orgamizations The RFA defines small organzations as any nonprofit enterprise that 15
independently owned and operated and 1s not domnant m its field.

Small governmental junisdictions The RFA defines small governmental junsdictions as governments of
cifies counties towns townships villages school districts or special distncts with populations of less than
50 000

43 Reason for Considering the proposed action

The scallop fishery off Alaska has been characterized as an overcapitahzed fishery because the number of
permts under the moratorium program (18) allow too many vessels the opportunity to fish for scallops
(NMFS 1997a) Furthermore a substantial body of evidence and testunony exists indicating theJimted size
of the scallop resource off Alaska the vulnerability of scallops due to therr sedentary nature and the
efficiency of scallop harvesting gear Too many vessels targetmg the hmuted scallop resource has negative
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socioeconomic 1mpacts on vessel owners crew, and fishing communities because each vessel s portion of
the harvest too small to earn a profit n the fishery Thus there 15 a need to lrmt capacity m the fishery

The Council considered a scallop LLP as a method to reduce overcapitalization mn the fishery In 1997,

enadted a Scallop vessel moratormum for State waters™ which wall expire 1fi the year 2001~ Appendix B ™~
General Description of License Limitation Programs contams a chapter excerpted from the EA/RIR analysis
of an LLP for Alaska groundfish and crab fisheries (NPFMC 1994) It provides an overview of license
hnutation programs i gencral, and ability of license hmutation programs to address problems of
overcapacity

44 Objectives of, and legal basis for, the proposed action

Amendment 4 has been proposed to cstablish a Ticense hmutation system for the scallop fishery to replace
the Federal vessel moratorium, which 1s scheduled to expire m the year 2000 The LLP would immt the
number of vessels i the scallop fleet thus reducing overcapitalization At its February meetmg the Council
Teviewed participation and ofher data from the scallop fishery and developed a problem statement and
alternatrves for analysts

Problem Statement adopted by the Council Council s dealing with a sensitive resource and overcapitahzed
fishery In 1993 the Council through the that access to the fishery can
‘be harmful to the resource and cause net loss to the naton.  Wath the moratorium set to expire, the number
of latent permuts m existence which 1f activated, would exacerbate the problem. Additional participation
or mereased harvesting capacity may impose sigmficant economc hardship to current participants

A system for imiting access which 15 an optional measure under section 303(b) of the Magnuson-Stevens
Act 1s a type of allocation of fishing privileges that may be used to promote econormc efficiency or
conservation. For example [fumited access may be used to combat overfishing overcrowding or
overcaputalization wn a fishery to achieve OY' (50 CFR 600 330(c)) The Magnuson Stevens Act (section
3(28)) further defines ~ The optimum with respect to the yield from a fishery means the amount of fish
(A) will provide the greatest overail benefit to the Naton, particularly with respect to food production and
recreational opportunities and taking mnto account the protection of marime ecosystems (B) 1s prescribed on
the basts of the maximum sustamable yield from the fishery as reduced by any relevant social cconomuc,
or ecological factor and (C) n the case of an overfished fishery provides for rebuilding to a level consistent
with producmg the maximum sustamnable yteld m such fishery

Section 303(b)(6) of the Magnuson Stevens Act provides authonity to limut access toa fishery  to achieve
optimum yield 1f n developmg such a system, the Council and Secretary take mio account

present participation i the fishery

tustonical fishing practices m and dependence on the fishery

the econotmucs of the fishery

the capabality of fishmg vessels used n the fishery to engage i other fishenes
the cultural and social framework relevant to the fishery and,

any other relevant considerations

mmUOw>
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45 Number and description of affected small entiies

Companes

Ths proposed rule would apply to any entty desiring to enter the scaliop fishery after its cffective date
Under the current moratorum, 18 vessels fished for scallops durmg the 1994-1998 period and qualify for

a Federal moratornum permit  Fourteen vessels apphed for and received scallop moratorium permuts  Based.

o public testimony each scallop vessel 15 mdwidually owned except one company owns three vessels
Information on each vessel, such as the fishing hstory and LOA are dentified 1 Tables 34 1 and3 42
Based on available information, the owners of the scallop vessels are classified as small entihes The
‘moratorum 1s scheduled to expire June 30 2000  If this rule or some other lmted entry program 1s not
unplemented by that date, the scallop fishery will revert to an open access fishery NMFS estunates that 18
entities rmght enter the scallop fishery 1f 1t reverts to open access

The principal impact on small fishing enterprises due to this proposal will be a lumtatton on the entry of new
vessels This may restrict the ability of new small entities to enter the fishery although access 1s not demied
becanse the hicenses are transferable New entrants can purchase hcenses thus increasmg costs to
prospective vessel owners  Alternatively small fishing firms owning non qualifymg vessels may expenience
a decrease mn value of thewr mnvestment to the extent that the vessel s opportunities have been limited. The
mpact of license lumutatron 1s to restrict the opportunittes of some small vessel owners yet offer a stabihized
cconomc environment for those remammg m the fishery The benefits accrue from preventmg  further
erosion of per vessel net returns and operating efficiency In summary the proposed LLP wall sigmficantly
umpact the vessels excluded from the scallop fishery The flexibility of open access will be reduced, lmtmg
economc opportumties for some non quahfymg fishermen.

NMFS considered the following alternatives that could reduce econonuc impacts on small enties

Alternative 1 No action, fishery would revert to open access after the moratonum expires m 2000
Returmng to an open access fishery may be hard to rationalize from a resource conservation perspective and
from the persp: of an ly viable fishery The humited size of the scallop resource
Timuts the potential economuc return m the fishery If the fishery reverts to open access the relatively high
value of scallops would Iikely attract additional vessels mto the fishery This would further dimmsh the
abality of vessels and fishers to break even. The effects of an overcapitalized fishery are discussed m section
32

<
Alternative 2 All vessel owners who quahfy for federal moratonum permits would recerve a license A total
of 14 licenses would be 1ssued. This alternative would result 1n the largest number of vessel licenses of the
s1x proposcd alternatives  Alternative 2 would not have impacts on mdividual vessels currently participatmg
m the scallop fishery but any other potential participants would be excluded However Alternative 2 would
nmpact the fleet as a whole because the fishery would continue to be overcapitahzed.

Alternatives 3 6 to the status quo would have a signtficant cconormic mmpact on a substantial number of small
entities because some vessels would not quahfy for licenses therefore they would be excluded from the
scallop fishery The numbers of vessels exctuded from the fishery under each alternative 1s m Table 3 4 2
‘We note that although the total numbers of vessels that would be allowed under each of those alternatives
range only from 9 to 11 the combmations of different mdividual vessels that could fish under the different
alternatives also vanies  Thus the tmpacts on individual vessels would vary accordmg to whetheg or not they
qualified.
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Alternative 3 Vessel owners who quahfy for state moratorum permts would recerve a license A total of
10 hicenses would be 1ssued.  There are vessels with long histories of participation 1n the scallop fishery
which are not ehgible for the state moratorium.  Three of the 18 vessels that have recently participated mn the
scaltop fishery m Federal waters would be ehmiated from the fishery because they would not quahfy for
the State moratorium (1€  these vessels didn t make landings during the State moratorium qualifymg years)

An addtional 5 Vessels are believed to qualify for Federal moratornum permits but have ot apphicd for
permifs or re entered the fishery smee the of the Federal mor program m July 1997

Alternatives 4 6 would have a significant 1mpact on a substantial number of small entities compared to the
status quo because at least 2 of the 14 vessels currently permitted m the scallop fishery m Federal waters
would be elrmmated from the fishery because they would not quahfy

Alternative 4 Vessel owners who qualify for etther federal or state moratorium permuts and made legal
landing of scallops m 1996 or 1997 would recaive a hicense A total of 10 hicenses would be issued,
therefore, § vesscls would be excluded from the fishery Both state and federal moratorium-qualified vessels
could be consdered for heenses Some vessels wath substantial fishing histories would be exchuded.

Alternative 5 Vessel owners who qualify for either federal of state moratorum permuts and made legal
landmgs of scallops m 1996 1997 or 1998 (through 10/9/98) would recerve a hicense A total of 11 licenses
would be 1ssued. Alternative 5 excludes fewer vessels wath substantial fishing histories mn the scallop fishery
than Alternatives 4 or 6 The quahfymg critena n Alternative 5 are more encompassmg that any of the other
alternatives 1n terms of which vessels may be considered for LLP hcenses and the years ncluded m the
recent quahfying perod. The number of licenses that would be 1ssued under Alternative 5 15 shghtly higher
that the estimated break even number of vessels and similar to the number of vessels m Alternatives 3 and
4 and the number of vessels currently ehigible for the statewide waters moratorum.  Alternative S provides
an opportumty for more scallop vesscls to quahfy for LLP hcenses The trade off for the more encompassing
quahfymg critera 15 an mcrease of one additional vessel over the mumber of vessels ehgible under
Alternatrves 3 and 4 and two additional vessels over the number of vessels eligible under Alternative 6 The
additional qualifying vessel under Alternative 5 has a history of participation, and has demonstrated present
participation by malang scallop landings m 1998

Alternative 6 (preferred) Vesscl owners who qualify for either federal or state moratorium permuts and made
legal landings of scallops mn two of the three years (1996 1997 or 1998 through 10/9/98) would recewve a
Lcense A total of 9 vessels would be 1ssued Iicenses The number of hcenses estimated for Alternative 6
15 exactly the number of vessels cstimated 1n the break even cost analysis (ncludmg the Cook Inlet vessels)

Alternative 6 would result in the lowest number of hicenses of any of the six proposed alternative  Requinng
two years of paricipation durmg the recent quahfymg period will exclude some vessels with substantial
fishing hustortes 1 the scallop fishery Those vessels wauld not recerve LLP hicenses because they made
scallop landings m only one year durmg the recent quahfyng peniod. Because there are no mimmum
standards (pounds or fishing time during a year) for participation during the recent quahfying periods a
vessel could meet the recent parhcipation standards by landmg very small quantities of scallops  Thus

vessels wath less participation overall could receive licenses because they fished more years during the recent
period, while vessels with more substantial fishing histories but only one year of participation durmg the
recent perod would not receive permmts

Comrmumties and Groups .
‘According to NMFS (RAM) 14 vessels qualified for and applied for federal moratorium permits  Of these
14 vessels 7 vessel owners lve m Alaska, 3 ve m Washigton, 3 Iive n Virginia and one lves m
Massachusetts Table 4 5 1 shows the home port cities of the 18 moratorium quahifying vessels Wit the
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current economuc data, 1t 15 difficult to quantify the effects of removing specific vessels from the fishery on
the coastal communities Many crew members come from commumnities m Alaska (particularly Homer

Seward, and Kodiak) with some crew flymng m from the east coast to participate during the season. Crew
members may obtan employment m other fisheries or other sectors of the economy Vessels that will be
excluded from the fishery under the LLP may fish for scallops on the cast coast if they have the required

pcn:mts or thcy may buy a sca]lop hcense from a quahifymng vﬁsel

Table 4.5 1 Bome Port Cities of qualify based on CFEC vessel
license files
#0of yearsvessel
Vessel LOA! _AM2 AR3 A4 AltS A6 HomePortCity fished 1980-08
‘Alaska Beauty 98 yes  ys  ys  ys NO Cordova, AK 3
Northern Explorer 70 yes  yes  yes  yes* yes* Homer Ak s
73 yes  NO yes  yes jes  Jusem, Ak 4
Waywerd Wind 52 yes  yes  yes  ys* yus* EagleRwver Ak 4+ (see note 3)
101 s s ys ws s AtanwcCity NI 19
Jecquelme&Joseph® 96 yes yes NO ys NO Philadephua, Pa 9
Rush 72 yes ys NO NO NO Boston Ma 7
Provider 124 yes  yes  yes s ws Koduk Ak 10
Trade Wind 38 ys yes NO NO NO Bosion Ma 4
Carolima Boy % Yes  yes yes  ws s Norfok,Va 6
Cerolma Gul 2 9% yes  yes  yes ws ys  Nook, Va 6
Ocean Hunter 100 yes NO ys  yes yes Seattle Wa 10
Forum Star 97 yes  NO yes  yes yes Junems Ak 5
Mr Big 146 ys NO NO NO NO NorlkVa "
Lorrame Carol 88 yes NO NO NO NoO Wa 3
Fortune Hunter 82 ys NO NO NO NO Seattle Wa 3
24 ys NO NO NO NO Seatle Wa 2
Pheonix 104 ys NO NO NO NO Boston Ma 6
‘TOTAL NUMBER 18 10 10 1 9
Option 1A (1) Statewrde endorsements 15 10 6 8 7
Option 1A (1) Cook Intet endorsemenis 4 3 . PR |
Option 1A (2) Statewde endorsements 15 10 7 s 8
Option 1A (2) Cook Inlet endorsemeats 4 3 4 4 3
Potentuly could be endorsed for both statewnde snd Cook Inlet areas under Option 1A. N
1 LOA (length 1l 1n feet)
2 Jacquelune and Joseph renamed Arctic Queen Arctic Rose renamed Seawind.
3 Wayward Wind qualified for moratorum with 4 years landings (1983 84 85 87) the permut holder fished the
F/V LaBrisam 1994 and fished the permit on leased vessels (Billy D and Trins) m 1996 and 1997

Insufficient mformation exists regarding non governmental orgamzations (NGOs) that may be directly or
directly adversely impacted by this proposed action. No indicates P
quota (CDQ) group mvolvement i the scallop fishery

451 Number and description of small entities indirectly affected by the proposed action

No small entities have been identified that are mdirectly affected by thys proposed action  Even gurmg open
access a maximum of 18 vessels and an average of 9 vessels per year participated m the fishery since 1980
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46  Recordkeeping and Reporting Requirements

Section 3 3 explans the smplementation of an LLP  Proposed Amendment 4 would mpose a mmor
collection of mformation requirement on affected vessels This collection of mformation 15 necessary to
pronde o NMFS for the entation and Lof the LLP - Scallop vesscls wishng
to participate 1 the scallop fishery under the LLP would submut to NMFS a completed applicatton for a
Iicense ~NMFS “Would Venfy the mformation meluded on each application”and 1ssue hcenses to each
quahfying vessel owner To properly issue heenses NMFS st collect mformation such as The name and
address of the vessel owner to whom the license would be 1ssued, the name registration number and length
of the qualifyng vessel proof of ownership of the qualifying vessel and the vessel s basis for quahfymg for
ahcense NMFS and Alaska State files contam much of the mformation requested m the heense apphication,
however this mformation must be verfied or corrected by the person applymg for the heense.

A hicense could be transferred from a person to another person. This provision for transferabality of heenses
15 necessary fo allow fishermen flexibility for thewr buswness operations All persons taking part m the
transfer of a hcense would be required to submut an apphication for transfer of the heense to NMFS  NMFS
‘would venfy the informanion contamed 1n the transfer apphcation and 1ssue a new heense m the name of the
new permut holder

417 Relevant Federal Rules

No known Federal rules duplicate overlap or conflict with the proposed rule The LLP would supersede
the existing Federal moratorum program for the scallop fishenes

48 Measures taken to reduce impacts on small entities

‘The econormuc effects of a LLP 1f promulgated, would reduce the adverse immpacts on a substantzal number
of small entities resulting from open access and options that m
the scallop fishery would have negative umpacts on vessel owners crew and fishing comnumities An LLP
will help reduce overcapitalization of the fishery and the loss of mcome to current participants that would
result from further overcapitahzation As shown m the break even analysis open access has negative
mpacts on all metrbers of the fleet Each alternative that reduces capacity 1 the fishery benefits the fleet
as a whole however by reducing capacity some vessels are excluded from the fishery Issucd licenses
would have monetary value and latent hcenses (1ssucd to vessels not currently fishing) 1f allowed, would
Iikely be transferred to other vessels wishing to participate m the scallop fishery The preferred Alternative
6 excludes mmne vessels from the fishery creating a fleet of nine vessels which 1s the most restrictive
alternative and closest to the break even pont  Section 3 1 of this document describes the affected scallop
fleet 1n detail

Generally small entihes included i the fishery under the LLP wall be benefitted, while those excluded wall
be adversely affected. Alternative policies that would mimmuze adverse umpacts on excluded small entities
also would dilute or eliminate the benefits to the fleet as a whole of reduced fishing capacity under the LLP
Allowng one or two additional vessels to participate (relative to the preferred alternative) would reduce
mpacts on those one or two small entities  However 1t also would reduce the beneficial effect of the LLP
by reducing the average harvests of all vessels (all other small entities) m the fishery and their potential
profitability by preventing attamment of the breakeven fleet size  Hence no alternahve measure would
reduce the 1mpacts on small entities that are negatively affected by the preferred alternative
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50 SUMMARY AND CONCLUSIONS

The scallop fishery off Alaska has been charactenized as an overcapitahized fishery In 1997 Amendment
2 to the Alaska Scallop fishery management plan (EMP) established a Federal vessel moratormum, which 15
scheduled to expire m the year 2000 In the same year the Alaska State Legislature enacted a scallop vessel
moraforum for State waters and will expire m the year 2001 In February 1998 the Council reviewed

participation and other data from the scallop fishery and developed a problem statement and alternatives for
analysis of an LLP to replace the existing vessel moratonum. The alteratives analyzed m this document
range from a total of 9 vessels (Alternative 6) to open access (No Action)

Analysis mdicated that a total of about 6 or 7 vessels could participate full trne m the Alaska statewide
scallop fishery at the breakeven level (not meluding Cook Inlet vessels) More vessels could participate 1f
ex-vessel prices for scallop or current anmual harvest levels mereased. The Cook Inlet ishery appears to
be fully and perhaps atth Tevel of effort (34 vessels) Alternatives and
options that perpetuate overcapitalization m the scallop fishery would have negative mmpacts on vessel
owners crew and fishimg communities Issued heenses would have monctary value, and latent hcenses
(15sued to vessels not currently fishing) would likely be transferred o other vessels wishing to participate
n the scallop fishery

Alternatives 3 4 5 and 6 provide more long term stability to this fishery and to the conmnunsties that support
the fishery The number of heenses 1ssued would be more m hine with the number of full time scallop vessels
that recent harvests can support at a breakeven level Although the number of licenses that would be 1ssued
under Alternatives 3 4 and 5 (10 11) would still be more than the number of vessels that could cfficiently
harvest the resource (4 see NPEMC 1995) most participants would have an opportumty to catch enough
scallops to make normal returns on mvestments without accrumg excessive profits Nevertheless each
additional vessel participating n the fishery or other additional mcreases m harvesting capacity 1mpose
additional costs to existing participants mcluding vessel owners and crew

NMFS beheves that most persons operating 1n the fishery impacted by the proposed action are small entiies
given therr expected amual gross revenues less than $3 million However the ownership charactenistics of
vessels operating 1m the fishery has not been analyzed to determme 1f they are mdependently owned and
operated or affiliated with a larger parent company

Because NMFS 15 addressing the allocation of a lumited resource alternatives to minimuze econtrmuc impacts
on some small entiies would necessanly result m mereased impacts on others None of the alternatives are
expected to have a sigmficant mmpact on endangered, threatened, or candidate species and none of the
alternatives would affect takes of marme mammals Actons taken to it the number of scallop vessel
pernmts will not alter the harvest of scallops None of the alternatives are likely to significantly affect the

qualty of the human and the of an Limpact far the prop
action 15 not required by section 102(2)(C) of the National Policy Act or its
regulations

None of the alternatives 1s expected to result m a sigmficant regulatory achion as defined n E O 12866
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80 APPENDIX A State of Alaska Scallop Vessel Moratonum

HB0141
SCS CSHB 141(RES)

SENATE CS FOR CS FOR HOUSE BILL NO 141(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTIETH LEGISLATURE - FIRST SESSION
BY THE SENATE RESOURCES COMMITTEE
Offered 5/8/97
Referred Rules
Sponsor(s) REPRESENTATIVE AUSTERMAN

A BILL
FOR AN ACT ENTITLED

""An Act relating to a vessel permit moratorium for the Alaska weathervane scallop fishery,
relating to management of the scallop fisheries, and providing for an effective date "
BE IT ENACTED BY THE STATE OF ALASKA
* Section 1 LEGISLATIVE FINDINGS AND INTENT (s) The legislature finds that

(1) the scallop fishing fleet m Alaska 15 overcaputalized

(2) fistung effort n the Alaska e.thervane scallop fishery has rcached levels that may threaten the sustamed yiold management of
e fishery

(3) weathervane scallops are kong lived animals with few natural predators these attributes are Gommon to speces that are the most
susceptible to overfishmg

(4) the siatus of many Alaska weathervane scallop stocks 1s largely unknown and the stocks are susceptible to localized depletion
and general overfishing

(5) scallop the world peniods of utense fishing:

(9 scalop dredges may adversely offect smportant botlom-delling sprcies such as ang crab and Tamner cab and wibout arofl
‘management may threaten the conservation of these other fishery resources

@t tonal Lmited entry and under AS 16 43 bealth and sability
of the Alacka weathrvane scallop fisbery or adequately promote the sustaed ekd magagorment of the Ak weathervane seallop
fishery

(8) the United States Department of Commerce has taken sction 10 restnct access to the Aladan weathervane scallop fishery i the
‘waters of the United States exclusive econorc zone adjacent to

© the entire fishery will provide o uniform and comprehensive mansgement regune
for the fishery protect the cconormuc mm: and stabity ofthe fisbery and promote Sustamed yold management of tho fishery:

(10) estabhshment of a moratorium on the ssuance of vessel penmuts 10 new vessels seckung to enter the Alaska weathervane scallop
fishery promotes the purposes of art VIII, sec 15 Constitution of the State of Alaska, and AS 16 43 while providing an opportunity
ta study and evaluate the feasibiity of a permanent vessel permut hiruted entry system for the Alaska weathervane scallop fishery

) It 5 the intent of the kguhmxm hat the Board of Fishenes mamiaun 100 percent observer coverage for al vessels engaged i the
‘weathervane scallop fis

*Sec 2 AS 1605 1s amended by addmg a new scction to article 5 (o read
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Sec 1605735 Management of oﬂ‘shm fishenes The state may essume management of the scallop fishenes m offéhore water

‘plan for scallops or m the event that a federal fishery managerment
plan for state fishenies m the ©

*Sec 3 AS 16 43 1s amended by addimg a new secton to read.

Sec 1643908 Vessel permts for weathervane scallop fishery (2) The commussion shall ssue annual vessel permuts for commercial

~ fishing-vessels used m-the weathervane scaflop fishery~The commussion shall-1sue vessel permis to the vessel upon spplication by
the vessel owner The commussion shall issue separnte vessel permuts for each registration area. The weathervane scallop fishery
registmtion areas ore the statewide Alaska weathervane scallop fishery registration area and the area H weathervane scallop fishery
regstration area.

(b) A vessel permut 15 & use prvilege authonzmg the vessel to take weathervane scaliops m the restration area for wiuch the vessel
‘permt 15 155ued, The use pravilege conveyed by a vessel permut may be modufied or revoked by the legslature without compensation

() On orsfter July 1 1997 s commercial fishmg vessel may not be used to take weathervane scallops m a registration area unless
& vessel permut for that regstration area bas beea issued under this section for the vessel

(@ The commussion may not 1ssue a vessel permut under this section to a commercial fishing vessel for the statewide Alaska
weathervane scallop fishery registration area for the period from June 30 1997 through June 30 2001 melusie uless

(1) the vossel bas tanded st least 1000 pounds of weathervane scallops that were legelly taken 1 the statewide Alaska weathervans
scallop fishery registration area

(A) durng calendar year 1995 or 1996 and

(B) dunng exch of at least four calendar years between 1984 and 1996 melusive o

(2) the vessel quabifies fora for the area H. 'p fishery area under

(&) The commussion may not issue a vessel permt under thus section i 1 fishing vessel for the area
fishery registration aren for the perod from July 1 1997 through June 30 2001 tnclusive unless the vessel has landed at least 1 000
‘pounds of westhervane scallops that were legally taken 1n the area H weathervane scellop fishery registration area

(1) durmg calendar year 1994 or 1996 and
(2) dunng each of at least three calendar years between 1984 and 1996 melusive

() Notwithstanding (d) and (¢) of this sechon a vessel owner who does not own  commercus fishing vessel that qualifies for a vessel
permit for a scallop fishery regutration area may receive a vessel permut for that registration area if the vessel owner owned two or
‘more commercial fishing vessels whose combmed participation mn the scallop fishery for (hat registration area would satisfy the
requirements for a vessel permut for that regustration area under this section The comrmussion shall 1ssue o vessel permt under this
subsection to the last commercial fishing vessel that the vesse] owner owned to satisfy the requirerments for the vessel permut for the
registratron area if the vessel owner stil owned that commercial fishing vessel on July 1 1997 (g) Notwithstandimg (@) () of tus
section the commussion shall reisstie & vessel permmt upon request of a person who 15 the owner of a vessel for which a vessel permut
has been issued under this section o another vessel owned by the person if the vessel to whuch the vessel permit 1S to be reissued does
2ot have an overall length or horsepower raling exceedmg the length or horsepower rating of the vessel for which the vessel perrmt
was sntially 1ssued. The vesse from which the vesse] permit was transferred may 5o longer be used i the fishery for which the vessel
‘permmut was ssuted unless another vessel pormt is rewssued to the vessel This subsection does not authorze the issuance of more vessel
permmuts than are authonzed under {d) (£) of this section

() Use of a vessel n a weathervane scallop fishery on or after July 1 1997 may not be used to establish ebgibiity for a vessel penmut
for a weathervane scallop fishery that may be issued after June 30 2001

(1) Subsections (d) (b) of this section may be superseded by regulations adopted by the commssion under subsequent legaslation
enacted by the legslature authonzing

(1) & permanent vessel permit Limuted entry system for the weathervane scallop fishery or

(2) termination of the tempurary moratonum on ssuance of new vessel porruts established by this subsection
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(y‘)An apphcation fo  vesoe pemit under (s sechon rustcotan the name of sch et holder uthonzed o cperte the vesel

2 a ‘may requure to mpl secton. The owner of a vessel
Tt it o vt permlt 5 ssoued shall notuy the commussion m wriiag of @ chaage 1 the penat holders who are authorzed o
operate the vessel m the weathervane scallop fishery In this subsection  permut hokler’ means a person who holds an entry permit
or imterim-se permt issued under this chapter for th

() U Soifmercual ishing vessel that quishfics (37 5 vedbel perrut under this scction ar st 1§ <8 a Fossel porimut uider thus Sootion ~~ -
15 sunky destroyed, ordamaged to the extent that the vessel 1s moperable for a weathervane. scallop fishmg scason the commussion -

‘may upon the request of the owner of the vessel, reissue the vessel permit for that fishing season to anotber commercial fishing vessel

with an overall length and horsepower rating that does not exceed the overall Jength and horsepower mting of the vessel that was

sunk, destroyed, or damaged.

() The fee for the annual vesse permit 5 $1 000 A vessel permut 15 vald for the calendar year that s nscribed on the liostise
() The conmmszon shiall, m cooperetson with the Department of Fish and Garme conduct mvestigatrons to determme whether an

lternatrve form of nontransferable vessel or lynuted entry permut "
s:nlloy fisheries m the state

() The commussion may adopt regulations that the cormmussion considers necessary to tplement this seotion.

{0) In thus section,

) erest area waters of Caok Infet north of the latitade of Cape Dougles
(58 degrees 52 munutes North !Amndc) and west of the longitude afCupe Faurfield (148 degrees 50 munutes West longitude)

(2) landed mcludes catchmg or catchmg and processing of weathervane scallops taken 1n state waters or the adyacent United States
exclusive economuc zone for sale as evidenced by a Department of Fish and Game fish ticket

(3) statewide Alaska weathervane scallop fishery registration srea means the manne waters of the state and the adjsoent United
States exchusive economic zone outside of the area H weathervan scallop fishery registration area.

*Sec 4 AS 1643 911 (c) 1s amended to read.
(©) Notwithstandmg AS 1605 815 and AS 1643 975 the commussion may release 1o the owner of & vessel mformation on the
vessels lustory of barvests i a (THE KOREAN HAIR CRAB] fishery that 15 necessary o apply for a vessel permit under AS
1643901 1643 906

*Sec S Section 5 ch 126 SLA 1996 1s amended to read

Sec 5 AS 1643 901 [AND 16 43 9t1] sdded by sec 3 of this Act 15 [ARE] repealed July 1 2000
*Sec 6 AS 1643906 added by sec 3 of this Act and AS 16 43 911 are repealed July 1 2001

*Sec 7 This Act takes effect mmediately under AS 01 10 070 ()
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90 APPENDIX B General Discussion of License Limutation Programs

The (llom chapter 1 exorped o the EARIR, nm.lyms of an LLP for Alaska groundfish and erab fishenes (NPFMC 1994)
T provid of LLPs m general,

Limited Entry and Effort Cc Eonn'ol lscuu and Exnmplu

Controlling Effort along Unlimited Morgins

Lumited entry programs have been used to bmut different featurcs of fishenes meludmg the number of persons, vessels, or unds of
gear mdices of fishing capacity and m some cases, a combmation of thess In general, however these measures are not capable of
completly preventmg merceses n fishing effort becsuss a flet may bypess the mieal of the resinctons and expand effort m other
ways. This s called captal stuffing

The State of Alaskas inited entry program on salmon hermng, and certam other specres, limuts the sumber of persons who may
operate gear The salmon program run by the Canadian federal government m the waters off Brish Columbaa mrtially lmruted the
number of separate vessels? The State of Flonda hus started a progrem m which mdiidual lobster traps are subjected o Lrmted
Liensing, The Ausiralian federal government luruts an mdex of fishing capecity 1n & prawn trawl fishery off of its northem coast.
Thus mdex 1s based on measures of under deck volume and horsepower

Some progars| hlvehmmadmmevbnn one feature_For example m the Australion northern prawn fishery the Lmt on the fishing

a lmut on the number of vessels allowed 1 the fishery As 8 practical matter any system which
o a Imted muber of ‘permst holders with a regulation fixing the amount of gear each permut holder may use lmts both
‘persans and gear

Each of these approsches to luruted entry however leaves ways for fishermen to expand therr fishimg effort. Restnstions on persons,
for example can be undermaned if persons are free to increase the number of gear umts they use Limuts on the number of vessels
may be bypossed by changmg the size and shape of the vessels, the technology n use the amovat of gear used, or the number of crew
Restrictions on persons or vessels may also be bypassed by the mtroduction of supplementary umts such as tenders, spotter planes,
or addibonal skuffs? Gesr restrictions can be bypassed by upgradng the capacity of vessels or gear or by cheatmg and fishung excess
gear Practical measurement probloms mean that ny mdex of fishung capacity will necessarily be a crude spproximation to

and will uss ways m which the luruted mputs can be supplemented. The mdex m use mn the Northem Australia prawn fishery has
been circumvented by the miroduction of  satellte navigators, Kort nozzles, coloured echo sounders, sonar and new trawkng
gear  (Haynes and Pascoe 1988 7)

Although limted entry cannot control effort perfectly there are important reasons fo believe that t can be a helpful element 1
fisheries management Even 1f fishermen completely compete away the resource rents m the fishery as they would be expected to
do under open acoess Lmuted entry may slow down tlus process The present value of the reats* preserved 1n the shart run may be
valuable and worth the cost of the program. Beyond this, however theoretical analyses suggests that under plausible conditions,
lumuted eniry can mreas or preserve fishery rents even 1n the longrun Anderson (1985 413.417)° showed that, when all fishermen
were alike a hruted fishery could generate more rents than an unregulated, open access fishery Lumuted entry would reduce costs

Copial stufling ofers o the morsse coptal mvesimentssocuted with ech i of e eted wputs Capal uffing
15 only one of the ways by which cffort and fishing coss may be mcreased under entry

*Thus program very quickly subshfuted a Lt on the net tons allowed m the feet for the Limut on vessels (Wilen 1988
251)

3One of the most spectacular examples of the use of supplementary mputs was the use of helicopters to move dnft gilnet
vessels between open areas in the British Columbsa herring sac roe dnft gillnet fishery (Wilen 1988 254)

“Rents are the payments 1o the fishing operaions greater thaa e necesaury to keep the Gishing operations m the fishery
They are ap excess over the profits that are customary to an operation engaged m an'sctwty of sirular sk Rents fceruing to the

‘supenor skl of some fishermen may continue to exist under open acosss

5 Anderson discusses a program that actually reduces the number of operations active i the fishery The same analysis
would apply to & program that prevents an nflux of operations that might otherwase occ
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a5 some vessels were taken from the fishery thess costs would be offset somewhal as the remamung vessels expanded thetr effort to
compete for the rents that had been generated. However as long as there wers humuts to the fleet's obility to substitute other costly
mputs for the restncted mput, hmsted entry could generate net benefits that could be sustamed i the long m In a fishery m which

fishermen differed, pethaps due to n skill, Anderson found lex situation And
found that i this case as well a bmuted fishery entry could often generate more rents than an unregulated, open access fishery even
_melngrn_

The assumption that mputs are not perfectly substitutable for one another 15 usually a reasonsble one At one extreme mputs may
o used m fixed proportions. To some extont thus may be the case under the Alaska brrted entry program. In Alask, gear operators
ore Luruted and the gear that they may operate 1 highly regulated. In some fleets there may be Litle or no scope for the fleet to
substitute mereased gear iputs and offsct the bt on the number of gear operators  Although there may be mare potential for
substitution between other mputs few mputs are perfect substitutes for one another

Campbell and Ladaer (1990 56) have extended Anderson's analysis and pomted out additional conditions lhnt mny e assocuted

with the ed entry t the

The more casy he et sy subcttute unlamited for Lated mputs, al oher thungs beog equal, the koo tzpcliyapmgan hasto

g:nernle mm ‘They also note the importance of the wput mtensity” for the bruted mput The more mtenstvely the fishery uses
‘compered to other mputs the greater the capactty of lmited entry to generate rents. They note that bugh mput

m:ms.xy rmpl.ms that the restricted nputs would be a sigmficant proportion of fotal fuctor cost.  Finally they suggest that the reat

‘gencrating capacity of the program wil be greater 1 the economue pressure to exploit the fish stock 1510t too grest.

These theoretial arguments that hmuied entry can help preserve rents are given some support m many hed fishenes by the
existence of postave prices for lumited eatry hicenses” Penmit prces shouid reflect the net present vahue of the future rents expected
Srom permit ownership by the masgmel fisherman the fisherman who just finds & worthwhile 1o enter the fshery The present vaue
of tus resouroe rent * would be Zero m an unregulated, common property fishery The present value would also be zero m a Luted
fishery 1f effort m the fishery were not effectively constramed.

Permut prices have boen postiive and even large 1 many brmted fishenes Wilen (1988 253) found that almost 20 years afier the
start of the Brtish Columbia lrmited entry program m sabnon Leenses were tradmg af about C7 000 for cach net ton He noted that
voe hernng sems Loenses loased for C$300 000 while hemuag sac roe giluet hoenses leased for CS20000 Almost 20 years after the
start of the Alaska hmuted entry program, many heenses m the ongual lrnuted fishenes stil trads for hugh prices  Some dramatic

les from carly 1994 mehude the Cook Inlet salmon seme permut at $134 500 the Alaska Penmsula salmon dnft gillnet permst
#5391 900 the Brstol Bay dnf gillaet percrut at $171 100 and the Koduak set net peradt ot $107 600 (Twgley 1994 23) Alaska
salmon permut prices have tended to drop from hughs reached m the late exghties and early nineties  Townsend cites numerous
examples of hunited fishenes with positive permut prices

Both Anderson and Campbell snd Lindner note that under reasonable conditions hruted entry 1s likely to be 8 second best

solution  That 15 the same amount of effort could be produced 1 a fishery at lower cost using alternative fleet structures

(Anderson 1985415 Campbell and Lindner 1990 65) However there may be many situations m which the avaulable choices.

nclude Limuted eatry but do not wclude some of the solutions that could generate the hugher rents Many attractive management

solutions may be ruled out by the bology of the fishery the techmeal problems assocuted with enforceyent, budgetary
orthe

‘The imphcation of the discussion so far then 15 that biited entry may not be able to constra efort very well because fishermen.
can substitute unlimited mputs for the Lrruted mputs, thereby drving up thewr fishng effectiveness and therr costs Nevertheless,
theoretical and empincal evidence suggests that it 1s possible to generate positive rents m a fishery usig lmited entry In most cases
however there are floct configurations that woukd generate even bagher rents than a fleet under Lrmuted entry

The hustory of the Brtush Columba salmon limuted entry systern shows how effort can expand under rted entry The commercial
salmon fishery in Briish Columbie began duning the nmeteenth century Since the fish were valusble and could be cxplotted at

SThe term put ntensity 1s taken from Ferguson (1969 100)

'Positsve penmut pnces are niot proof of rents generated by Limuted entry Thete may for example be no rentdin the present
but the fishermen may expect rents in the future However perststent positive huruted bicense or permut prices are generally considered
strongly suggestive of the presence of rents from hmitation

*Asopposedto the abilty’ rent camed by fishermen who are better than the marginal fisherman

Scallop License Lumytation 58 May 2000



relatively low cost, excess effort soon osed proems ‘These problerns led to a short l.wad Liuted entry program on the Fraser Raver
as early 3 1889 92 (Fraser 197712)

At sbout the time the fishery was kruted m 1969 1t was estumated that as much as half of the gear in the fishery could be taken out
without apprecable reduction m effective fishing capacity * Retums i the fishery were small just before the fishery was himuted.
With the costs of sacial subsidios, the et socul benefit from the fishery was probably negative '*

n the stutof e program, the Bnlish Colubua samon fishung fet vas composed of seners gilleters, and tollers. The ortersa
who catch thresholds, a 1 hocnse

S0 veso rocnved e A Lonsta 1 063 vewss i b e e el blow the thresholds were given B vessel

hoenses Inally vessels with "B Lioenses could not be replaced. In 1970 the B lLioenses were given 8 10 year expuration date

The hoenes were homogenous s dud ot ditmguch betwon gar types The capaty ity loensed o th et wes

then was needed to In fact, it wos greater than the capacity that had been used m either of the procedmg

two years (Fraser 979 757)

The number of vessels operating i this fishery has decreased under the program. 361 vessel lcenses were removed i

program m the early seventies, and a further 26 were bought back m 1981 (Fraser 1980 7 Burlmgton mammwm 154

The temporary pcnn-ls have expued. In addition the number of separste vessels has been reduced by the practice of pyramudmg of
1980 loenses vossel to the fishery

However while the number of vessels has been reduced, the actul effort and capital used in the fishery eppear to have mcreased.
Vessels moreased m size snd physicsl capacity durng this period. By 1977 the average horsepower had mcreased by 47/ m the
gilnet fleet, 43% 1n the seme flect and 36% 1n the troll fleet  Average vessel lengths had mcreased by 6/ m the gilnet fleet, 10%
m the seme fleet and 117 m the troll fleet Average net tonnages had mcreased 24% m the gillnet floet, 11% m the seme fleet, and
17/ m the troll fleet. Fraser suggests that real capital mvested m the fishery had wcreased by 49 4 by 1977 and had continued to
Increase through 1979 (Fraser 1979 757) Pearse and Wilen provide estimates showmg that the value of the capital mvested m
vessels and gear (oot m licenses) rose from about $81 million 1971 dollars m 1969 to sbout $200 milbon m 1977 (Pearse and Wilen
1979 767)

Whils there was an overall declme 10 the overall nurmber of vessels the number of vessels Loensed to use sewme gear actually rose
370 vessels were Leensed for seme gear i 1969 and 514 were ioensed by 1977 (Fraser 1979 761) The scmers tend to be the larger
vessels m the fleet. The mumbers of boats fishmg more than one of the available gear types rose as well The umber of vessels
licemsed to use more than one gear rose from 1 171 m 1969 to 1923 m 1977 Fraser notes that the vessels fishmg with more then
one gear type tend to capi than 1979 757 761)

had rder to constran effort Wilen described this process
wnth the vind metaphor of mansgers chasg ﬁshmg effort. The mitial bmutation measure 1 Brtish Columbia m 1969 was a brmt
on the number of separate salmon vessels allowed 1n the fishery Fishermen were allowed to replace vessels with larger oues  Almost
1mmediately 76 vessels with a combined 186 net tons were replaced by vessels with a combined 596 net tons (Wilen, 1988 251)

In response 1 1970 managers added a net ton for net ton replacement rule  This effectively replaced the Lont o the number of
vossels with o brmut on leet net fonnage Vessels over 15 net tons are surveyed m Canada by law so there were good figures on vessel
net tonnage for these vessels Most of the fleet, however was composed of vessels under 15 met tons For these vessels, the
Canadians adopted a schedule relating net tonnage to vessel length  These rules however were not enough to constrain effort
increases through upgradmg 50 1n 1972 the Canadians edded a rule Lmuting the length of # replacement vessel to the length of the
vessel i replaced (Fraser 1977 31 Wilen (988 251)

%A conclusion reached by Crutchfield and Pontecorvo as summanzed by Pearse and Wilen (1979765) Presumably thus
means the copacity could be removed without affecting the abibty of the lect to barvest the avaulable fish

'%From a cost-benefit perspective and ignonng other social issues (Pearse and Wilen 1979 765)

"The buy-back programs are discussed m section 32 15 -

*There were also reductions 1n the amount of labor used wn the fishery but neither Fraser or Pearse and Wilen believe these
wers sufficent o offket the mereased effort and costs assocuted with greater capitalization discussed n the next paragrophs (Fraser

1979 757 Pearse and Wilen 1979 767)
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In subscquent years, managers continued to add restrictions to the program m an effort to constram effort mereases In 1977 the
practice of replacmg two or more vessels by a smgle vessel over 50 feet was prohibited. In the same year the converswon of illnet
or troll vessels mfo seme vessels was also prohibited In 1980 the practice of pyrarmiding two ar more vessels mto a sigle vessel
was finally probibited m l cases (Wilen 1988 251)

Despite the hustory of effort mereases, there are reasons to believe the program may have generated rets for the fishermen Semne
vesels 7 B0 used m the o hemng seme (S wnd, {5 o oxtent mereasng capializaion m the hermag Sshery mght lead

to n the salmon fishery 1979 758) Asnoted earber hicense prices
have boen farlylugh In 1979 Fraser cited these as & s!mng dication of some relative success  (Fraser 1979 758) Pearse and
upta 1979 the effort been slower than they would have beea m the absence of kimited entry Prior

to the program, capital 1n the fleet had been growmg at an average rate of 5 7./ a year whilc after the program from 1969 to 1977
1t grew at on average rate of 37/ a year Thas change did not appear to be related to changes m gross revenues, which grew at about
the samo average rate before and after lrmitation  There was evidence that Limuted entry had constraned the growth of capial i the
fleet somewhat. In 1989 Wilen cited the positive market prices for the hmuted entry tonnage beenses m the satmon fishery as
evidence that rents were bemg generated (Wilen 1988 253)

Fleet Heterogeneity

Prior to the hrutation of effort. fishermen may pursue different fishing strategios 1f 50 ther lvels of effort and output may duffer
considersbly For example some fishermen may be bfe style fishermen vomg the fishery to obtam a small amount of cash to
supplement a subsistence festyle These fishermen may compete 1n the fishery with other captal ntensive bugher volume fizhung
operstions These two dufferent types of fishermen may have very duffercnt levels of production m the fishery

Differences m strategics may also be caused by differcaces 1 diversification  Sorme operations m a fishery may have histoncally
specialzed m the harvest of a particular species. Other operations may have been more diversified, fishing the target species as well
asathers Specialization may also be associated with gear use Pot fishermen may have targeted a particular groundfish specres while
trav] fishermen may have targeted a complex of groundfish species Dafferent market strategses may also dnve differences m fishmg
scivity  Some fishermen may be moving small volurnes of high quality fish to fresh markets while others may be movmg larger
volumes of lower qualty fish to processed markets.

Facad wth thess dilfrences i Ssng stseges,and consequent dlfeaces
how to define the lmied entry permts C ‘must be taken m defiumg, fishery and the lmited entry permts

A classic examplo of the problems rmsed by heterogeneity of fishing strategaes 15 provided by Alaskas lrmtation of entry mio the
Alaska Penmsula salmon seme dnft gillaet and set gillnet fishenes 1 the mid-soventies These fishenes were among the st Lmuted
under Alaskas lunted entry law In the early seventies fishermen m the Alaska Peamsula area fished for salsmon using a vartety of
cifferent gear strategies Some fished seme gear some dnft gilnet gear and some set gillnet gear Most fishermen fished a
combmation of the gear types

At thus fume the state tended to define a separate permut for each goartype 1t thus defined three pormut types purse seme dnft gilnet

and set gillnet The aumber of permuts for cach gear type was based on the hughest number of units of that gear fo have recorded even
one landing m any of the four years pror to 1973

Because most participants fished a combination of these gears prior to rntation optmg to fish different gears of dierent trnes this
meant that some Gshmg operations were mchuded m tho determuation of the pumber of permits for more than one of the fishenes
defined for Lrtation purposes It also meant that many pertieipants were able fo qualify and receive permts for two or more gear
types.

Afier unstation. when condshions i the fishenes had improved and permut prices had risen the opportunity costs of holding one or
‘more permits dle for portions of a salmon season rose considerably As & resull persons with more then one persmt teaded to
concentrate their efforts on one gear type and sell of their excess permits to new participants who could use them an a fall-tne bass
At mital issuaace 235 indwviduals recerved 392 permuts m the Alaska Pepmsula salmon fishenies By year-end 1988 361 dufferent
indrnduals owned the remaunmg 390 permts

‘Under Alaskas program, the number of permuts issued i a fishery depends upon the defimtion of the fishery For example 1f Alaska
had limuted 2 Peninsula Aleutizn salmon fishery (any legal gear type) the number of permuts to be ssued for that combuned gear type
fishry voud have been e than he sum ofthe nmber 3sed nthe e gear peifc s shenes i wer aelly rted
Fower total permuts would have been issued -

However a smgle combmed gear type fishery also mught have resulted i post lirutation inereases 1o effort The number of permuts
10 & combined fishery would likely have been greater (gven the rule used to sel the number of permuts to ssuc) than the number
actually i5sued 1n any of the three indvnidual fishenes Thus for example the number of vessels which could use seine gear would
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have been greater under & combined fishery permut than the number which can use seme gear today Dcﬁnmgunngkwmbmedg:u
type fishery may for effort to expant as creating par

More recently m the Southeastern Alaska kg sad Tnner erab fishenes the state opted to take a new approach to dealing with the
fishery definstion problem. At the tme the mam fishenies segregated for management purposes were the Tanner crab fishery red
kung crab fishery and the brown kg crab fishery Blue kang crab was mostly caught mcidentally m the red king crab fishery An
exammatyofof h data revesled that, whule some participants concentrated on only oneof théSe Spociés, most hi fished and lnnded —
two or more.of the species. — — e

The system adopted and defined three fishenes red/blue kung crab pot fishery brown kung crab pot fishery and Teaner crab pot
fishery In each case the number of permuls to issue was based upon the hughest mumber of units of gear fished m the last season
completed praor to the qualification date

However to avoud post-hmtation mereases m partcipetion sumilar o those ocoumng m the Penmsula Aleutian salmon fisherses,
the state adopted regulations to 1ssuc a smglo non-seversble mtegrated resource permt to thoss who quabify for & use prvilege
‘more than one of these three fishenes An itegrated resource permst conveys whatever combination of use prvileges (m these three
fishenes) for which the appicant qualfies. The holder cannot sell the use pnvileges separately from the combmed permt, the
mtegrated permit must be sold with all the use prvileges embodied m 1,

The permt oplions adopted m the Southeastern Alsska kang and Tenner crab fishenes will reduce the number of
relative to what would have been issued under a three fishery option without non severable mtegrated permuts. It should also help
prevent post Limstation mereases m participation lovels. ™

Even more recently the Pacific Fishenes Management Council used a sumilar approach i sts imitation m the west coast groundfish
fishery West const groundfish are horvested with & vanety of gears and strategies Bottom trawls are used to harvest Dover sole

amowtooth flounder thomyheads and sablefish_mudwater trawls are used for Pacific whrtmg and widow rockfish pots are used for
sablefish longlmes are used for sablefish rockfish and lmg cod, set nets are sed to harvest rockfish, white croaker and halibut off
of Califorma. Factory trawlers have not been active m this fishery to date (PFMC 1992 541 to 5-61)

Lunsted entry was mposed on thas fishery effectrve January 1994 Fishermen were given a standard imuted entry hicense which was
endorsed for b diffrent gears they wer entled to e “Thers e seprate endorsmeats for pot longlne and rawl gear No
distmcton was made for the dufferent types of trawl goar 1 use A fishormen ed one or mare of

on fus particpation with the differeat gea types durng a quahfying or window peniod Endorsements cangot be separaled Tom e
permut to which they are attached A fisherman who wants to diversify into new gear types must buy a new permut with the gear
endorsement desred, or can sell the permut he holds and buy a new permut containing the destred gear endorsements

Even f fishery definithon tssues are not important, or once they have been decided, 1ssucs are stil rassed by the differences among
the fishermen within a defined fishery Ifall fishermen are given permits that provide the same fishing nghts then there may be ways
for effort to be increased using permuts guven o persons who had been less active or who are less skllful fishermen  Erther the permut
‘holder will have the opportunity 1o increase the amount of effort associated with the permut, or the permat holder wall be able to sell
1t to someone else who can fish more itensely with 1t This could be a problem, especially f not everyone with o perm 15 usmg
that permt to the extent allowed by other fishery restrictions prior to bmtation

Thus problem has been dealt with m some the use of restrctive threshold 10 shall qualify for & permut
or to define dsffervat categones of permuts with different use nghts attached. The British Colwnbia Lrmted entry program mutially
issued 1062 B_permuts to persons who fell below certam actty levels  Intially those ssued these permis were not allowed to
replace the vessels to which they were afiached. Withm two years, these permuts were geven a 10 year expuration date  Although
some of these perrmut holders were granted extensions on the expiration dates, by 1990 the government was only renewinig oae of

By of the Penunsula. lrmatation foll helle and Muse (1989 18 21)

" Thus discussion of the Southeast Alaska crab rmutation follows Schelle and Muse (1989 21 22)

SFour classes of endorsements were 1ssued for each gear type A endorsement$ went to vessels meeting munimum landings
requirements for the gear durng the landings wmdow  Provisional A cadorsements went to vessels under construction dunng the
window B went to vessels that opernted, but didn't meet land, the window (these exprre afler
a short penod)  Designated species B endorsements are meant for vessels o be used 1o harvest currently under utiized species.
(PPMC 1992 25) The hicenses also camed a vessel length endorsernent This is discussed later  this section
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these penmuts. A sumilar procedure was used by the State of Alaska m its hand trollfishery for satmon Many of the permts issued
m this fishery were non-transferable although they did uot carry an expirtion date

Operations also Aifer considerably with respect 10 the 126 of the vessels Gt wre Gshed. A vessel permut system (hat 1gaores the
diferent sxzes and fishing capacities of the vessels i the fleet can provide relatively casy upgrade paths for the fishmg operations
n the floet A alroady mentioned, the British Colurnbia salmon license Linitation program shifted from a Lyt on the number of
vesséls allowed m theishery o a umut on the number of net fons allowed to fishing vesseld m the fishefy shortly afler the program

began. Likewsse the northem prawn License Lmutation progrom m Austraba was forced 1o supplement a hmtation.on the number
of vessels m e fishery with an addstional sef of lmruts on the nurmber of units of the
‘mcluded measures on under-deck volume and horsepower) (Lilburn, 1986 159 160)

¥ (capacity

The west coast groundfish program has been faced with vessels of dufferent stzes and fishmg capactties The approach taken there
1510 attach a length endorsement to each Lioense That s, each license mdicates the length of the vessel that can be used with it In
thus respect each License 13 umique and heterogeneous Lenses have been 1ssued to reflect the heterogeneity of the fleet Licenses
‘may be cormbed 5o that two of more Licenses, with the same gear endorsements may be combmed mto a new boense with a length
endorsemnent greater than the endorserments on either of the mdrvidual hoenses

Limited Entry May Divert Effort mto Other Fisheries

Lumated entry m one fishery may lead to wncreases m fishmg effbrt m one or more addtonal fishenes  Fishery mputs that do not
recerve hioenses fo the himited fishery may be placed m an ualimited fishery by thew owners High cost producess t one fishery ray
soll their bcenses sad use the capital (o enter additional fisheries Holders of bmuted licenses may use the hcense as collateral 10 raise
mosey for entry 1o other fishenes  Fishermen observing the mtation of entry 1 one fishery may anticipate that entry will be
Limited m others These fishermen may then eater the unlimted fishenies to establish records of participabon

Commereial harvest of Austraha s northom prawn stocks by trawlers began m the rmd-sexties Entry mio the fishery was Liruted 1
1977 The cntersa for receipt of a limted Loense wers ot severe ead 292 vessels were iensed, although 5o more than 160 hed been
used m any yeer pror to lmitshon  The ongmal progrem meluded a rule prohibiting replacement of a vessel with o larger vessel.
Thus was apporently wnenforceable and was replaced by » rule allowng the replacement of small vessels by vessels of up to 21
meters Lidbum notes that many small operstors sold their licenses to larger operators and entered therr vessels i Austraba's
unbrmited Southeast Traw fishery a fishery for a vanety of specses. The movement coutsibuted sigmficantly to overcapacity’ m
the Southeast fishery The Southesst fishery was subsequently hmited n 1985 (Libum 1986 158 159 173)

Rent Seclang

Resource rents from fishing motivate the effort creases described above Fishermen competing for these rents have moentives to
‘bypass the restricions mmposed by the boense Imtations by using smore valimsted wputs Thus o the mumber of vessels 1 limated,
fishermen may use larger vessels more gear more electromes and more crow members or may compele m & wide vanety of
addtional ways

Thus competiion for rents however 1 not bmuted to the actual se of mputs m the fishmg process Fishermen can glso compete for
the rents by seeking to change the rules of the game 1 their fivor This form of competition 15 common wheaever government an
ndustry terface and where the allocsbon of valuable nghts deponds on he decinoss goverament makes Thus type of bebavior 18
called rent seelang behavior i the economcs hicrature

Rent secking under Lmuted entry can take many forms It acours dunng the design of the himited entry program as mierested persons
a0d groups lobby for provisions that will benefit themselves 1t can take place dunng the mital allocation es fishermen appeal and
Higte e bomg donied pem  Sme D may chilenge th b of th alocaton dections or b legtimacy of e
program tselfl Hagh Tead to pressures to permits issued. ™

Ths 21-meter rule i 10 take advantage of a bounty
designed to promote the development of an Australian shup butkding wdustry

Mueller has a good discussion (1989 229 246)

3The focus m this section 15 on mcreases in actual effort m the fishery However the literature on rent secking suggests
that even 1f effort m the fishery 15 not mcrensed, the rent seckung achvities vill tend to reduce the benefits assoctated vt the Limuted
entry by mcreasing the costs of the fishermen and the managers These coasts mclude the cost of the tume the fisherman must
take fo follow bis appead and Migation the fishermans legal costs the lime spent by managers dealing with appeals and the costs
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‘Thmgs can be done to reduce the pressure that are sumple and
easily measured may reduce opporfunthes for appeats  Allocation e shovi oot be nx:dlﬁnd on the basis of hardshp fuctors
that are not carefully defined and delmited. The mcentive to appeal and (o prolong appeals and lirgation will be reduced if

aro not allowed to fish while ther case 1 bemg decided. The key meentive for this rent seekmg behavior 1s the rents Taxes durected.
ot part or all of the rents can reduce the meentves for ths beavior

In a review of the htéFature on Limuted entry Téwnsend dentiled a pumber of fishenes v wiiich he clamed that poltcal realihes.
tend to favor those who want more licenses sssued. (Townsend, 1990 373) In the clearest example that he cites, a- linited
entry program for the Isle of Man herng fishery wes abendoned earber than expected because of favorable stock conditions m the
frst year of the fishery and government scquiesoence ta_resultimg poltical pressure to it the entry moratorum.  (Townsend, 1990
368) The first limuted entry program m the Brttish Columbia salmon fishenes, begun m 1889 appears to have ended 1n 1892 m
response 1o pressures from persons who wanted to get permits m the fishery and who exther could not et them, or manipulated the
rulesto get them. (Fraser 1977 2)

In 1978 wrthm three years of the start of the Alaska Limsted Adasink he creation of a nch man's
club  He pomted to the existence of provisions m the muted entry law that would allow the state to mrease the mumbers of perruts
1 a fishiery m response to Joug term mprovements m fishery conditions He also noted, however that other canditions m the state s
‘Timuted entry law might precfude mereases m the number of permuts if fishery management would be senously degraded. (Adasiak,
1978 279 281)

Since Adasak wrote the Alaska Supreme Court appears to have impled that average eammes that are foo bigh may be a legitrmate
reason to muplement the law's provisions to increase permut numbers (Schelle et al. 1992 127) In general, fishery gross revenues
and permut prices have declmed smoe the late exghties This will probably reducs pressures for imcreases i the numbers of permuts

Fishermen can manipulate the system wnthout seekng rule changes. Reports that a fishery may be Luruted may encoursge on morease
1 effort m that fishery ss fishermmen seek to establish fishing reconds for themselves Some liunited entry programs are explcitly
transttonel. Moratorsa, for example are temporary Limutations designed o buy tme for decisions to be made about the shape of more
permenent armangements  Limited entry may be viewed the same way 1f fishermen come fo view mdiidual quotas as a kely

gme Where s limited entry program are beheved to be temporary and transitiona), fishermen may also

an attempt

One step that can be taken to head off rent seekmg effort mereases of thus type 15 to make a credible commutment to 1gaore effort
dunng the short nm program m allocatmg flshing nghts under any subsequent program. The State of Alaska implemented & four year
moratorum m the dungeness crab fishery i Southeast Alaska 1 1992 By statute however  the state cannot count participation
dunng the period of the moratonum for credst towards any possible subsequent lrmited entry permts (AS 16 43 260(5)

Effort Control Through Private Contracting

Wilen thatas operations m a fishe o low lovels fishermen may be sble to reach agreemeats
among themselves to et the effor (Wilen. 1988 261) The arguent 1 that f e resource 1 vauablo and o nambor of heesse
‘holders can be reduced ta a level that will allow them o reach an sgreement with one another 1t may be possible for them to negotiate
among themselves and agree to a sef of fishmg rules that reduces or elmunates exoess effort

An oligopoly 13 an mdustry with nnlyn fow sellers Thc oonorme theory of ohgopolysvgetsseverl croumstances i iy favr
that ts favorable to or not hostile
to agreement & small number of 3 conllntyof mformation costs
2 Sovious way t o the proceods of (he agreement a sable environmeat 50 that adjustments o the agreemeat,aud chaages 1
the parties to the agreement are infrequent s situstion where it s easy 1o detect iolators of the agreement and an abiity to exclude
new entrants

wmposed oa the courts

The situations of oligopoly agreement among selfers m an mdustry and agreement among fish harvesters (G organize the
fishimg of the resource are not the same  An olsgopoly agrecment by approximatmg & monopoly outcome may restrict production
below socially optimal levels and mught lend to a reduction m socul benefits The agreement among the fishernea to organize the
horvest 50 as (o elmnate waste 1 1 did not provide thern with market power could lead to an mercase i social benefits frorm the
fishery
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A classic cxample of ths type of agreement m Oregon's Yaquma Bay h fishery after 1989 hlhmﬁxhe:y
‘e Limited entry Loense holders using seine and lampara nets reached their own prvate indidual quota agreement  This agreement
was embodied 1 & contract the fishermen have rencwed penodically Under ths agreement, the eatch 15 divided equally among the
License holders. This agreement was reached m response to competitive pressures m the fishery which were causmg quahty cost,
/" aad safety concerns_Fishermen uutally sought a stae response end seted when it became apparent that the state would bo unable
J /  torespondm a tumelymanner (Muse 1991 ) Note m thus exuanple the srall number of fishermen the estnted area of perations,
? end théTwnpheity of the fishery with réspect t6 spécies'and season
, O A
" The Sitk seme herm sac roe fishery m Alask has also been cited as an exarmple of  fishory where fishermen have reached
agreements under lmited entry (Wilen 1988 261) Durmg the 18 seasons this fishery has functioned vnder Luted entry the
fisherren have agreed to cooperative amengements for the harvest n 5 years The sporadse nature of the agreements m thus fishery
bowever suggest the problems of agreement as much oS the possibilites The number of permts fished m this fishery has never been
more then 52 (Schelle et al, 1992 34 38 107) The fishermen are fishmg for the same species with the same gear dunng a short
period of tme _In the days pror to the season all the amted hcense holders are Iitcrally m the same room for management briefings
Despte these factors the fishermen have only sporedseally reached effor! reducmg agreements and then only for a carefully nnited
‘period of tane and under consideroble pressure from resource problems. I the conditions m thrs fishery have provided such Limuted
‘scape for agreement, we should not be optumiste about the potental for agreement in larger more dispersed, more compleated
fishencs

Beyond Limuted Entry
This section draws on theory and a body of fisherics experence to suggest plaushlo lnes of evolution for a muted entry program.

Eniry may be lmited m a fishery afier other regulstory optious many designed to reduce the efficrency of fishing operations have
been deemed unsuccessfil. These pre-existing regulations may be continued followmg the start of the Limuted entry At the tme of
Lmitation there 15 likely to be more effort m the fishery than 15 necossary to harvest the resource  Limuted entry will probably leave.
mor ffr a1 meceSsry o barvestthe esouro  he {shery A buy-dack progrm may be emplemented otk ot excessoffrt

The program may be finded by the fisherrmen themselves or by the governmer

If there are positive rents 1 t= fishery at hmutation, if there 15 a technologrcal change which reduces the cost of spplying effort 1

the fishery or if there s an m price or fort may to morease after lruted entry The effort

‘mereases may be slower than they would have been m the absence of Limuted entry These mereases may move the fishery towards

 long ua equibeum m which he ishery opeates wih a postvelvelof rents T rocess may be companied by occasonal
Lumted down the cffort increases

It maybe bowever that the Increases m effort ar rapid, tend o elmunate ll eats and to produce other unacceptable resource and
social problems ~ Allematrvely market or resource crises may dnve rents and profitabilty below zero  Another possibily is that
the mereasing layers of regulations designed to bmut become °pt costly to the fleet

The Chatham Straits sablefish fishery which has operated under a hcense hmutation program since 1985 provides one exarnple of
the evolution of a Lioense Lmtation program. frststepma program, the nine year
Iicense program has been unsuccessful m restricting tota] effort or promoting a more orderly fishery Seasans have shortened from
5 days n 1984 10 24 hours beginng 1 1987 Average hook numbers and landings per vessel day have mereased dramatically with
annual harvest objectives bemng consistently exceeded. In 1992 the number of particrpants (120) 15 well sbove the target level of 73
sutal allocation of Leenses in excess of the target level is one reason for the programs lack of success (Bracken 1994) In 1994 the
Alaska Board of Fish approved implementation of additional management measures to supplement the License program. These
regulations will cansist primarly of the asmignment of mdvidusl harvest muts dunng a specafied season

At this pomt, other ophions may be mvestigated. These may inchude buy-back, fractional beensing or zonal heensmg  With the
fishery m disarray the fishermien may not be 1  posttion o nﬂ‘md the mvestment mn the fishery that these represent and government
financing might be sought Seetion 3215 d the pos ”

Fishery management mught go i another duection A casual review of surveys of ndividuat quota programs suggests that most are
troduced mto fishenes which have aiready been managed with himuted entry programs (Muse and Schelle 1989 Muse 1991) In
many cases thoy arc ntroduced nfier effort mereases under hmted entry have produced unacceptable conditions In some cascs the
programs have laken the form of surply sssgniag equal ndhvidual quotas (o each of the besnse holders i the fshery aespective
of hustorical catches

Fleet Reduction Programs Issues and Examples

Introduction
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‘The sbilty of a beense Lrrutation program to generste and sustan mervases 1 economuc efficiency may depend upon the nature of
the fishery the number of licenses 1ssued, and the actual wmpacts of the constramts mposed by the bornsung program on the fishmg
technology The previous section provided some examples of fishery attributcs and the types of design considerations which might
affect the net oconomuc benefits of a ioense limited entry program.

Anderson {19852) deionstrated theoretical conditions where a Leense limtation progréii can réilt m efficiency gams. Campbéll
and Linder (1990) found that effictency gams from a heense hmitation program were possible as long as non-restnicted mputs could
ot be substituted easly for restricted mputs, and s long as restncted mputs are a sigmficant proportion of the totsl cost of fishmg
effort.

‘Wilen (1988b) noted that the creation of rents m a nmuted fishery may depend upon fishmg technology and the mteraction
fishermen and regulators He nlso argued that m many imited fishenies constramts on the umt of gear are probably the most bindmg
r chvidual ther vessel to merease

Wilen suggested that the appearance of econome rents, as evidenced by krnited entry license values ere probably mo

upon fixmg the number of units of gear rather than fiang the number of unts of vessel captal. If the termmal gear was suﬂ‘clcnﬁy
constramed, he felt that 1t woukd be relatively futiess to expand vessel fishing capacity beyond a certamn pomt although addonal
rent dissipation could occur through excessve m-season movement, searching, and efo

‘Hannesson (1988) conchuded that nuted entry programs may be better than therr reputation and should not be dismssed outnight,
Ho also suggested that 1f the substtutabilty of components of fishmg power 15 not great, then a mted entry progrem mght b
icotssful

The poliueal economy of meny limuiations tends to support the mytal 1ssuance of a greater then optmal number of unsts of ear m
the fishery (Townsend 1992) Poltical considerations may sometimes lead to the mitial tssuance of more hoenses rather than less,
to reduce the number of persons opposing the progrm.  Increasmg the number of boenses mtially allocated may also merease the
‘number of persons who cannot be excluded without compensation

1f a Limuted entry program ean control the number of unis of gear m a fishery and adequately contaun the growth of fishing sty
of each mdwvidual operation then 1t mught be possiblo to generate mcreases m economuc benefits from further fleot rod:
Neverlieless, many programs have never attempted fleet reductions end the flect reduction programs wiuch have been ot e
mxed results at best.

‘Buy-back programs are often voluntary meaning that a lioense holder does not have to surrender a beense (and sometumes vessel
and gear) unless the holder considers the compensation offered es adequate However icense holders are sometimes taxed to provide
the underlyng funding for the buy-back program.

In such cwcumstances Lieense holders who want to remaun n the fishery would want the present value of the merease 1 therr net
benefits o exceed the present value of therr buy-back taxes If a buy back program could achicove this both those extmg the fishery
and those remaming 1 the fishery would be made better off o at loast no worse off <

bether achiove such pend upon the nature of the fishery and the rules of the program.
e cases 2 siaificant portion of (e beenicd fishing copaty may aeody bo lied and arge quanties of use-prvioges may
ecdtobe purchnsed boforo the remaning actve fcet oblams bene s fom sdditonal catch

The decision rules of the buy-back program may mpact the cast of removing fishmg capacity Some programs remove vessl and
gear as well as the underlying bcense o some cases the vessel is resold with restnctions that it can no longer be used n certam
fisheies In other cases the vessel may be destroyed. While these actions may help to protect the vessel values of the remaiumg
license holders the rules may result 1 a dran 1 buy back funds snd hence the puschase of less fishmg capacity than would a buy
back program which purchases the underlying heense only

Programs which purchase and resell vessels and/or gear can also dram buy-back funds for other reasons A substantial portion of
real admunistrative costs can become tied up 1n the tasks nvolved i purchasmg and disposing of the vessels Vessel and equipment

*Sometimes the destruction of a vessel purchased or the resale of the vessel with restrictions on its use have been justified
25 2 means to prevent spill-over effects mto other overcapuialized fishenies which arent covered by the buy-back program ~ See
Section 32 1 4 for a ciscussion of how imited entry on & piecemeal basss may result 1 spill-over effects 1to unlumited fisheres
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apprassals, megotiztion of purchases storage of the purchased equipment, mamtenance of the puschased equpmen, and sale
commussions for resales are some of the types of admmstratre tasks whuch need to be done but which consume availablo fundmg.

‘Resale values are reduced by placing restnctions on the future use of the vessel and ean be Jower if an 1nordnate number of vessels
are placed upon the market of the same tims  Spreadme the sales out over trne may require longer storage periods end merease the
probabilty that the vesse] will deterorate 1n storage 3f ot mamtamed properly_Thus may also increase storage and mauntenace costs
“and/or reduce resals value

The removat of fishing capaciy through buy-back programs may also be hampered by the expectations wiuch such programs may
generate IFa buy-back program 15 expected o merease the future net benefits and boense values of the remagnung feet, some hoense
holders who mught otherwise opt to sell to someone in the sbsence of the program may opt fo hold onta thexr Lense 1n the hope of
obtaunng o hagher price m the near future This problem may not be large 1 there 19 a signficant sk of musmg out altogether” by
waitmg,

Persons micrested m dessgnng buy-beck programs to achueve the largest reduction m fishing capocity grven the available funding

may have to consider many factors m decidmg upon the best procedures and decison rules to follow  Sach deeisions may be more
dificalt, nplex the essels m the fleet

This section provides = few llustrative examples of attemipts to reduce fleet sizes through buy-beck programs The exantples help
t Dustrate the types of 15sues and problems which may anse and provide some wformation on what was accomphished uader the

program. This sectron slso describes two other approaches to edut oo Saes. The two other approsches e o Iicensing and
fractional hoensmg

The 1nformation m this section has been drawn from existing lterature  No aftempt has been made to provide updates on programs
beyond the mformation provided m the hterature cited.

Buy back Programs Issues and Examples

The Norwegian Purse Seme Fishery Buy-back Propram.

Hannessan (1986) provided an example of a fleet reduction program m the Norwegin purse seme fishery The fleet consisted of
vessels which vaned widely in size from 90 fest or less to 200 foet or more. The flef targeted pelagic species such s capelm hernag,
mackere], and blus whitmg.

‘Hennesson mdicated that the power block was wntroduced i the early 19605 and that this had greatly mereased the fishing capacity
of the vessels Harvests of the pelagre species mereased rapidly over the 1963 1967 peniod and the Atlanto-Scandio hermag stock
was brought to aear collapss

A ban on the troduction of new purse sewe vessels was mtroduced 1 1970 This stopped the growth i the number of the larger
vessels However total fishing capacity continued to grow Owners of smaller vessels had been pemuted to replace them with larger
vessels up 1o 6 000 hectoliters (hl) of cargo capacity Other vessels. Y dified o morease therr

2
In 1973 a formal beense hmutation program was m(roduced. The Lioense allowed a paricular person 10 perate a pastcular vessel
of & given cargo capacity The goal was fo Lt fishing capacity thugh restricting cargo capacaty However vessels couid be
replaced or altered and eventually Lcenses could be transferred between persons or vessels with the approval of the Mnsstry of
Fusheries

Honnesson nofed that the fishing capacity of a vessel could still be iercased through alierations and better equpment. Surilarly
increases in fishing capacity could accur upon vessel replacement Moreover small vessels were exempt from the beeasing systerm.
Asa resull of thus there was a growth 1 fishing capacity under the licensmg restrictions

In 1979 the govemment began a buy-back grant program to reduce fishing capncity The program was aperated by » fisherman's
bank created by the goverment Hannesson reports that the program halted the growth m cargo capacily and led fo an 18/ dechne
over the 1979 1984 time penod  He mdicates that this was less than the capacity reduction needed to maxmze economic reat m
the fishery

Grants were given m retumn for destruction of the vessel, subsidizng the sale of a vessel {o foreign buyers and for sybsidzang the

sale of the vessel to a domestic buyer who was converting t to another purpose  The Limuted license was ehmmated with the grant
trapsaction
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The amount of the grant was determmed by set rules, and owners could voluntarily decids 1f they wented to participate  As the
program evolved, the meaumum potentual amounts of the grants wers mereased to draw out more volunteers. Increases occurred 1n
August 1979 November 1979 July 1980 and July 1982 The July 1982 guidelmes spparently brought m new factors fo be
considered m the awarding of grants,

Hannesson mdicates that the program appeared to be pulling out the cheapest loenses first, but it wes uaclear f the tendering process

i Gauise fidierich (o adspt theif expectations and Wi for (B8 grent s

7S b3t “H Hofes i ¥ sTkaeisve moreates i
. further,Ho al the

Did the grant buy-back scheme produce net economuc benefits? H ked the question m y:
(1)  Didthe flicenses so essels y pad for the cost
of tho ioenses and sl be et with et gaz?
2  Dudthecost y of the amount pasd for retrement?
Based upon d some secmungly Hannesson couctuded that the answer to both questions was

yes, and the present velue of the benefits from the buy-back mmw o outwergh the costa.

‘The Briish C Buyback Programs

The Brttsh Cotumibia salmon lrmuted entry program was discussed in the previous section on iruted entry programs This section
brefly 1 the Brstish Columbua salmon fishenes The mformation for the dessrrption
‘comes from Carmpbell (1973) Pearse (1982) Fraser (1980) and Schelle and Muse (1984)

The first buy-back program began m 197} funded by an mcrease m fees on Class A licenses, and by the resale of vessels purchased.
Abuy-back £ y g and

The program ren on 8 first-come firstserved besis No fleet reduction targot was established and no attempt was made to balance
expenditures across gear groups  License holders could submut non-binding apphcations to the program. They were offercd an
apprased value for the vessel and beense phus a 5% bonus. The costs of the bonus and the resale of the vessel were absorbed by
the program.

The vessels that were purchased were stnpped of the Leense and resold with the stipulation that the vessel could not be used m any

fishery on the west coast of Canada. The reasons given for the stipulation were (o avoid spill-over effects mto other Canadun
overcapitalized fishenes and to prevent the fleet y anctioned vessel

The use-restriction probably also helped mamtan the market value of vessels remammg m the salmon fleets However the stipulation
helped to draun buy-back fiunds as the average resale value of the vessels (excluding cornmissions) represented approximately 43/
of the vesse] and heense purchase pnce  Other factors which may have contributed to lower resale values were detenoration m
storge and the auctioning of large quantitics of vessels at one time (Schelle and Muse 1984)

<
Thus buy-back program was tenmunated m 1974 The buy-back fixed annual license foe had remanned unchanged while the murmber
of Class A licenses fell. Thuis buy-back revemues from beensmg fell. More importantly improved saimon runs and higher ex vessel
prices m 1973 led to & consderable increase in license values Thus vessel and Lioense asking prices were nsmg and few operations
could be purchased with the available funds As a result the program was termmated.

When the program was terrmunated, 361 vessels had beea retired representing approxumately 6/ of the loensed Class A Fleet Vessel
and heense purchases had cost about six million Canadian dollars A large portion of the program's admunstrative costs were resale
comrmssions Resale commussions averaged 8 5/ of the resale value

For the most part a_first-come first served decision rule was used 1o decxde which vessels to purchase The question anises »s {o
whether or ot a different decision rule would have resuled m a greater reduction m fishing capacity (or current production) than
the rule chosen given the same level of buy-back revenues

Since the salmon eenses were resincted n ferms of net (ons one mught suggest ranking the offers by their cost per net ton However
the use-festnction placed upam the vessel upon resale complicates maliers a5 vessels may have varymg percentage dechoes i therr
resale values because of the new use restnotion  Under the buy-back program, apprehisals were based upon the current uscs of the
vessel p based upon the lter resold with the use of the vessel.
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Declines m resale vatue due to the use restnctions will depend upon the other alternative potential uses for the vessel Thus, i e
goal was to remove the maximum amount of fishing capacity 1 1s not eatmrely clear what decision rules would have
‘Bang for the buck given the constramts of the first buy-back program.

nd and iy-back program was the Brtish Columbia salmon fishenes m 1981 An ndustry conmttee
20d some government representatives wmplemented the program. The fonding of approxumately 2 9 milhon Canadian dollars came
fromfederal Sourcss and needed o be spent beforo the fiscal year ended 1w March 1981 In the short tume avauable © eoproumately
2.5 million Canadian dollars were spent, . _ . _____ - —
Applications were taken from nud February to March 1 Despite a $100 application fee 351 applicattons were recowved. There was
tume 1o completo apprausals on 111 vessels smd offers o buy were made to 32 fishermen  The offers were acospted by 26 fishermen
The vessels which were purchased for about 2 5 million Canadian dollars were resold at auction for $(C)660 000 Pearse (1982)
mekcated that the Vessels had detenorated after a long period of storage and had been auctioned 1nto a weak market ‘The money from
1nto the Canadian general fund.

t deal of discretion 1 mekg their decisions on whuch vessels to purchese Purchasmg
the maximum fishing capeory with the fands aratle purchesmg a balanced flst mix (n value tems) of a low cost per ton_and
pos ‘uch as the health and the cntersa used m the d

The cornmttee also had some discretion with respect to offer prices Whille vessel apprassals were used, the commuttee could modify
thexr offer prices based upon the size and age of the vesset and personal knowledge of the vessels by mdydual committee members

The Austraiian Northern Prawn_ Program

‘Wesuey (1988) reported on the evolution of a license Lmtation program m the Austraan Northern Prawn Fishery (NPF) According
to Wesney the catch 1 the fishery vaned widely on an annual bass, but averaged about 9500 tons and was usually worth from $100
1o $150 millon m export value which made it Australins largest export carmer Several species of prawns were mvolved.

‘The fleet consists of trawlers from 19m to 23m m length many of which are state of the art freezer boats The fleet was hmuted
1n 1977 to 292 hcenses and hed a restnctive vessel replacement policy Despite bimted entry and the vessel replcement policy
fishung capactty continued to merease

Srmaller vessels which were less than 21 or less than 150 gross construction tons could be replaced with vessels up to those lmuts
Larger veasels conld be replaced as long as they did not exceed thewr ongmol length and gross construction ton measurements

Wesney mdicated that other increases 10 vessel size (non-constrauned dumensions) could not be enforced. This factor coupled with
fechnological mnovations m boat design consiruction and engine power led to mereases 1 fishing capacity upon replacement
Improvements in navigational mds fish finding ds fishing gear end equipment also played a role

Tn the cerly 1980, the profitability of the fleet was m dechne for these and other reasons  An TFQ quota managergent program ias
not considered to be feasible The avaisbilty of banana prawns a key portion of the prawn resources was hughly vanable and
unpredictable from yuar to year Asa result 1t was not practical to set an anoual quota and stk to it

The fishery harvested several sposies of prawns worth dufferent market prices which also made an [FQ program less feasible
Additionally there were several aspects of the fishery which mught make IFQ enforcement a difficult endeavor

lnmnd, fishery managers decided (o go o a more elaborate program of mput controls coupled with a fleet reduction program. A

measurement Was deftd s a proxy for & unt of fimg Gapacity A vessls lotal boat unts were denved by adding
together ot k volume and power of the vessels
engme

In 1984 when the program began there were 131769 boat unuts called Class A uruts assigned to the fleet of 292 vessels The
number of these umits could decline but could not merease  The onginal nght 1o a bmuted entry endorsement was assigned asa Class.
B unit There were 202 of these The number of Class B uuts could also decline but could not mrease

To decreaso the number of both Class A and Class B units i the fishery mdustry proposed a buy-back program calle the  Voluntary

Adpustinent Scheme (VAS) The VAS that was established was managed under an agreetnent with the Austrahan governmeat and
the NPF Tradmg Corporation LTD A buy back trust fund was established and funded by an annual levy on all NPF fishermen
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‘Wesney mdwated that the annual levy on an average-aized trawier of 400 Class A units was about $18 000 and that the levy on all
boats was brmgmg m sbout 3 8 million Australian dollars A government-created National Fishery Adjustment Scherne organization
also loaned 3 million dollars to the NPF trust fund to assist the VAS  This loan has to be repad by the levies on fishermen

The gosl of the VAS was to reduce the Class A umts from 131769 to 70 000 by 1993 Fishermen wishmg to ex the fishery could
selltherr unts to the buy-back suthonty While the vessel owner 1s responsible for disposmg of the boat, apparently the NPF Tradmg
Corporstir respousble forbelpmg tonegotats the sale of the boat to foréign buyers where thero 15 market for the trawlers used
n the fishery.

In addition anyone who wanted to replace a vessel must surrender one Class B license and the number of Class A units by which

the replacement vesse] excoeds 375 The replacement rules and VAS begen m 1985 Other management messures meluded m the

‘management mux were permanent closures of prawn nursery grounds seasansl closures to optumze prawn size and chosures to
pen

14 1986 gear restnchons and ofher measures were mtroduced m response to evidence that the tiger prawnis were bemg overfished.
Further conservation meastires were taken 1n 1988 1n addition. greater emphasis wes placed upon the VAS system.

Wesney provided mformation a3 of March 1988 on progress under the VAS and vessel replacement programs The number of Class
B unts ad been reduced from 292 to 254 and the number of Class A umts had dechined from 131 769 to 114 091

Wesney was optimstic about the success of the program. He noted that the program hod the support of mdustry even though the
avemge trawler was paying an annual levy of $(A)18 000 toward the VAS fleet reduction 1987 wes a profitable year for fishermen
and Wesney felt that they would soon be receivmg dadends from ther buy-back mvestment Most of the xdle capacity and some
operational units had been removed from the fleet

Wasniy noted, bowerer (it the market pr of Clas A unts b ren o S(A)S0 o S(A)ESO from approxmmately $(A)120 ot the
start of the program. Th mught

Joseph Haynes and Sean Pascoe (1988) were less optmustic n.bmll me longmm outcome of the VAS Using a mathematical

‘model, several the fishery They concluded that under
ol ownership the optumum size ofthe flect would be much il than it whieh VAS had targeted as a goal. They also saw few
benefits to the policy ght that 1 ly

The model sunulatton of the VAS did achieve posttive rents under middle end high prce scenanos (but ot the low price scenario)

sfthe cost of financing the VAS were ignored. They felt that the VAS would have a better chance of success if the levy were placed

on effort rather than Class A units The authors noted that the VAS mght be beneficual from socrety's viewpomt  This mught oceur

i n ongowng posve et can be generated fesouces which leave th fishery can cam posiuve rotums ehewhers and resouroes
n the fishery can refurns than they

Haynes and lass A constent However there were
lkely many woys that fibung capacity could merease pcr Clase A unt over tme 25 substitution of mputs oocur Thus the suthors
Felt that the from the uton

Washmgton's Salmon Fishery Bu: Proj

Buy-back programs tn the Washigton state salmon fishenes occurred i the late seventies and early eghties (Jelvik 1986 Schelle
2nd Muse 1984) Reduced allocations to non Indian commercial fisheres due to the Boldt court decinon and subsequent court
decrsions played a large role m hrmuted entry and buy-back fundme decisions

101974 the State of Washington enacted a three year moratonum on new salmon fishery boenses and permuts m commercial satmon
fishenes The moratoriam had been under consideration for several years but the court case helped motiate the action Licenses
were tssued 1o owners of vessels which had landed salmon from January 1970 through May 1974 and also to some vessels which
had been under construction  The licenses were transferable and not tied o the vessel

In1977 ustil 1980 and charter placed under the system. After 1979 the commereial Leense
‘moratorum was made permanent and vessels had to land fish m the previous year to confinue to be heensed In 1975 Washugton
wnplomeated legistation to mplement a gear reduction program and received a grant fibm the Economuc Development Administration
(EDA) of which $2 700 000 was eventually used for gear reduction progmms

Washingtons first buy-back program began m January 1976 The vessel gear and beense were all purchased under the program.
Applicants were handled on a first come first served basis The state offered to purchase the lcease for a fixed nommal fee the vesset
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and equipment for appraised value and nets according to a fixed schedule The vessels purchased were to be resold with the
provision that the vessel could ot be used 1n Wastungton State

No attermpt was mads to alloeate buy-back fonds among different fleets to achseve a belanced reduction scross fleets The first buy
back program purchased 253 vessels of which 244 were Puget Sound gillnetters There wore substental admmstrative costs
assocrated with (e purchase mamtenance storage and resalo of vossels end equipment On average only about 426 of the vessel's
purchase price was reovered upon resale  Many of the vessels deteriorated m storage prior o resale and @ few sunk af the docks

The separation of electronic equipment from the vessels appeared to lower the resale value of botb vessel and equipment In some
cases, both the vessel and electronic gear wero damaged durmg the separstion Resale values were also lower because of the
stipulation that the vesse] could not be used m & Washington fishery and may have been lowered by the practice of auctionmg the
vessels 30 to 50 at a tne

A federal sudit of the progrem over the June 1976 through June 1979 time penod mdicated that margually productive operations
rather than senous fishermen were bemg removed. The program manager mdicated that this part of the program had ot been very
successful at reducmg fishmng effort. He felt that the program bad been successful i removing non-producmg lcenses but had
resulted m ltle smpact on the amouat of gear fished.

T the Spring of 1979 with about $800 000 Iefito spend, the program was changed. Applications for the new (sccond) program were
token for a two week penod. The applicant could apply for one of two options

Under the first option. 1d sell the ioense to the s estimated 1978 market value Under the second option
the applicant could opt to sell vesset, oense and gear Persons selecting the first option would be taken before those selecting the
second option  Under the second option. the program offered ta pay for the license and gear m accordance with a schedule where
the payment far the License Was less than under the first option Agan the vessel price was based upan apprassals

Thus part of the the "Puget Sound. Thus gillnet
fishenes m Willapa and Grays Harbor as well as the ocean wmu fishery Agam theee was no atompt fo targt a portion of the fands
10 particular gear group  Thus portion of the program was dormunated by purchases from trollers

A thurd buy-back progrem began m lnte 1980 based upon & Congressional appropration to purchase heanses only  Under the
progemm, the state offered to pay a fixed fee equal to the estrated market value of the Leense calculated from recent transfers A
$500 bonus was offered 1f the application was received before a gven date

Under this phase of the prograrm, not enough money was available to purchase Licenses from all of the applicants To decide which
offers to aceept, applicants were munked by the length of time they held thewr hoense  Encugh money ws available to purchase
Licenses that had been held for five or more years Licenses were purchased fiom 198 of 325 apphicants

A fourth program began m October 1981 agam usmg federal funding Undes thus part of the program, only fishermen who held thew
Licenses prior to Decernber 1980 were able to apply The fourth program offered two options both of which avorded the actual
purchase and resale of vessels <

Under the first option.the state would purchase the license only at the State s estimated market value fom the previous year Under
e second optiam, the state would purchase both the hoese and a profmuse not to use tht vessel i Washington s commercial salmon.
fishenes for 10 years The restnchions placed upon the future use of 2 vessel were purchased f 307 of the vessels appraised value

The fourth program wos the first one which tned to achieve a balance across the dufferent fishenes by sllocating  portion of the buy
back funds to each fishery Through December 1983 141 hcenses had been purchased under the first option and an additional 170
hoenses and vessel restnctions had been purchased under the second option at a total cost of 6130333 The purchases were
distributed over all fisheries

Oregon s Columbia Raver Dnft Gillnet Buy-back Program
Oregon implemented a moratorum on new licenses m the Columbia nver dnf giluet fishery w 1980 Approsmately 572 pemts

were sssued under beral grandfathermg cules (Schelle ond Muse 1984) In 1981 the moratarum was made penfinent sad fhe
‘permts were made transferable
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11981 the US Congress made provisions for the purchase of vessels and permuts from Columbia Ruver drift gillnet fishermen
mpacted by the Bellon court decson m 1977 Based upon expenoes elsewbers w_permutonly’_buybock program was
101983 Thus, the assoctated with

The mechenics of the buy-back program were farly sunple Perrut holders could submt_offers ta sell durmg an.  penod.
‘The sdmmstrator would thea rank the offers to 5ol m ascending order and prckca_cut-off pomt. Offers ot or below the cutoff pomt
wwould then be accepted. -

The first application period accurred m approxmately a one moath period i mud 1983 Thaty five offers to sell were rocerved and
a cutofl pomt of $5500 was picked. Tweaty five pents were purchased at an average cost of $3600 which was above the previous
estimated market value

A second applieation period was held m early 1984 Sixty five applications were recerved and a cut-off pomt of $5450 was picked.
Tharty-one permts were purchased at an average cost of $4900  There appeared to be some evidence of strategee behavior durmg
the second eppheation. a3 many offers to sell were near or at the cut-off pomt from the first epplication period.

Other Fleet Reduction Methods
Area Licensng

MacGillivray (1986 reported on an another method of achieving fleet reductions that has been used m the Brtish Columbia roe
herring fisheres The method wes called Area Licensing and represents a possible alternative to buy-back programs for reducmg
fleet sizes m overcrowded himited fisheries

The ‘hectic roe herrmg fishery was first lmmted m 1974 However the numbers of Leenses granted made the fishery very difficult
to manage Moreover additional mvestments by Lcense holders after lmutation led to further mereases i the fishmg power of
mdiwidual operations

In 1979 hermmg populations dechned snd the hkelihood that the vast mayority of the fleet would be concentrated at each opening
increased, This caused concerns about the manager's ability to control the harvest Pror to the 1981 fishery a number of new
‘management options were discussed with industry groups These mchuded not openng the fishery ndidual vessel quotas, vessel
pooling and area Leensing The majonty of the ndustry groups favored arca Loensmg

Prior to the 1981 season a seme or gilinet roe hermmg license allawed a vessel to participate m all open aress m the waters off Brtih
Columbia Beginnmg with the 1981 scason each License holder was required to choose one of the three hernmg aress to fish m for
the year Safeguards had been put into the system i case too many fishermen applied for a particular area. These were not nceded
however as an sdequate distribution ecross areas occtured by gvang all fishermen a boznse for thewr preferred arca.

In 1982 the program was changed to allow for fleet consohdation through multiple lcensing  Agam each fisherman was allocated
a license for a single area only However by leasing a boense for a dufferent area from another fisherman a License holder could use
Ius vessel in more then one area. In this muliple boensing process, some fieet ‘could oecur and total

could be reduced.

The ongmal goal of area keensing had been to make the fishery more manageable by reducing the concentration of gear at any
particular opening  With the multple licensing regulation mtroduced 1 1982 the area lcensmg program also became & means
o reduce fishmg costs through consohdation of hoenses onto a sngle vessel.

A the result of this arca licensing scheme MacGillivay reported that the number of vessels parficipating n the Brtish Columbia
roe emng fshcy doclaed by nppmx:mm:ly 30/ over the 1982 lhmngh 1985 tme penod The mumberof vessels fishiog m
n each of these

Presumably both beense holders who opted not 1o fish and leased out therr licenses, and persons who leased a License to fish 1 an
additsonal arca were made better off by this consolidation  MacGillivray provided survey and hearsay evidence suggestmg that real
cost savings had occurred through the consolidation process

Wilen (19882) was particularly mterested wn the potential for area Lensing and suggested that 1f tho fleet became small enough

through such a process the Lkelhood would merease that the remammg fishermen would act r a cooperative maniier to achieve
addtional gams m economue efficiency  Walen suggested that sunilar area licensing schemes mught be very good managemeat
allomatives 1n some fishenes perhaps even preferable to ITQs 1n some cases
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~ 3! fhus m some mstances an area Liensing scheme might be a viable altemative to a government run buy-beck program. Under area
licensing, all license bolders would have the use privileges associated with their hmuted hoense dununished et the start of the program.
A livense to fish all areas would become a licens to fish a sugle area.

; Those who wished to confie to fish multple 1d then have to obtam hiocnse(s) through the methods
{ allowed under the progmm. These might mclude barter trade purchase and fishing with other Leenso holders, etc  Fleot
N consolidslions decisions and efficiency gams would 665 through contracting among many mdwidual pravate entities rather than
¢ through ly
r Fractions] Licenng
{ Townsend (1992) suggested an approach for reducing fleet size to an optinum level at mitil allocation by awardmg applicants
fractional Lcenses _end forcing them to acqurre enough fractional Loenses to cqual & whole beense m order fo contuue
' partiopating @ the fishery This method the need fora achueve
but would force all fishermen g1 they s

Townsend suggests that fractonal licensing could occur at mitial sllocation. A fractional hcense plan would address the problem
that lrmited entry programs are often expensive to mplement but generate fow benefits because too many licenses need to be 1ssued
for the program to be politcally acceptable Many persons could be allocated ights to fractional censes without uodenmuning the
‘potential benefits of Liited entry

In & sumple fishery where all vessels and licenses ook alike Townsend suggests that an optmum nurmber or target number of untts
of gear could be chosen at the begmnig of the program. Entibes with clams to those Lcenses could then be fotaled. Each eligible
applicant would then be given & fractional hicense equal o the ophmum number divided by the total number of cligible entities

For example 1f the target number of vessels was 100 and the totsl number of eligible appheants was 300 e 1/3 of s tomss would
be assigned to each eligible epphoant  Under Townsend's fractional
a2 whole Loense

‘Under such conditions heense holders would be requured to tiate themselves to develop rrmber of ¢ hd:
operations each with a whole License to operate a fishmg unit Dependung upon the rules of the program, thus consulidation m.gm
ocour through trade salo lease and/or frachonal hoense holders consobdtimg their holdings onto one boat

Townsends approach would appear to wark best m & sunple fishery where each licenss contains exactly the same nght Fractional
Iicensing mmught become more difficult m situations where the License 15 tied o  surrogate measure of fishing capacity such as net
tons ar some mdex number calculated fom a vessels attributes However Townsend suggests that the system could be flexible
enough to handle such situations

For example each elgible applicant could have a qualifying number of unis of fishmg capacity Managers could also pick an
optimum number of umits of fishing capacity or at least a smaller target number of unts of fishing capacity (as m the Australian
Northern Prawn fishery)

At it allocationthe target mumber of units would be divided by the total number of qualifying untts to determune the sppropriate
fraction  Then the fruction would be multiplied times each applicant's onganal qualifymg unts to determune each sppheants mitial
allocation of lcensed fishing capacity waris

As the measured fishimg capacity of all vessels would be greater than the licensed fishing capacity consobdation of fishing capacity
Ticenses would agaun have to occur through negotiated trades sales, leases ete However the smount of hcensed capacity by fishimg
operation could vary

The wdea of fractional licensing appears to be sunilar to the area licensing approach described by MacCillivray (1986) and further
discussed by Wilen (1988) Indecd, a fiactional Lcensing approach cold be appled after a Limuted entry program has been m
operation as was the area licensing plag invoked in the Brtish Columbia roe hernng fishery

2! An actual application of this concept right require some other adjustments to make the fractional license mote
dmisible
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However spplyng the program after the fact would requre a reduction m the use-nghts previously nssigned to each hicense  Such
an sction might mvite btigation particularly sum those who paud farr market value for therr boenses expectmg that the government
1 the the Loense

Both fractional licensmg and area hicensing mught provide & means to achieve flect reductions wifhout resortmg to government-run
buy back programs and the issues assocated with such programs However_most buy-back programs have reied onvoluntary”

ery by pefsons who feel thil ey Have bee adéquately Fractioual ad s baESmE may mvolve ™
2 mutal oduchon 1 uso-rghts foral boemse okt o e T

Under fractional Loensing or area licensing all persons would have ther use-nghts dimumished (unless occumng at the beginning
of the program) and then consolidaion would oocur through prvate contracting to construct operations with the requiste amount
of oenses#  The burden of fleet reduction decisions would be shifted from a centrally controlled government ettty to prvate
contracting emong ficens-holding entities

The Economics of License Limitation Programs

‘Resource and fishery econome terature ss replete with treatises describug Limited access programs and ther near umiform fuihurs
1o nchieve efficwency gams m the long run  The terature cites the mabilty of lcense programs to solve the fundamental market
fuilure mberent 1 commen property resources Whill beense Lmutation creates & market for tho rights to harvest fish  does ot
elimmate the race for fish among those that have that night The license does not grant the night to harvest a specific amount of fish
and, therefore 1t will bo prudent for each licensee to fry to hervest as much of the resource as passible In order to mcreaso thew share
of the harvest, each Licensee will have meentives to mcrease their catchmg power Increases m catchmg power can come only with
the troduction of additional capital or labor 1nto the fishery The result 15 that overall 1t takes more capital and labor to harvest
the same amount of fish Thus phenomenon will be referred to as capital stuffing # The conclusion of most of the Iterature 15 that
Lioense Limutation 15 not as effective as allocation of mdridual quotas 1 brngm about efficiency and maxmuzng the net economc
benefits to socuety Itis will bry ‘benefits than the open
access fishenes.

Another often cited reason for mplementmg a kicense hnutation program ts that 1t will be & mechanism for a vessel owner to be
compensated when leaving the fishery To address thus queston lots examme qualtatively the profit (m finencial terms) to a vessel
owner under the status quo and under a beense kmitation program. Theoretically the value of a vessel boense will be a finction of
the amount of addiional profit the icense generates for the beense holder Conversely profit 13 a function of the mputs snd the costs
of those iputs, used to product the output 1 this case fish and fishery products In this case we assume a net revenue finotion
which takes mto account fish prices fixed and varisble costs and stock szes CPUE, etc  In addtion to the nef revenues the vessel
owner expects to make  refum on the capital he or she has invested i the fishery  We assume hete the purchase prioe of the vessel
determunes the lovel of the expected retum  Profit under the status quo 1 therefore defined here as a finction of the net revenue and
the value of the vessel. In mathematical terras we can surmmanze the profit fanction under the status quo as follows

LetR®= the net revenue fimction under status quo and

VO = value of the vesse] under status quo

then profit under status quo [[° 1 a function (f) of R®and V* rc .
IT' =R V9

Under a vessel license hmutntion program, the value of the mvestment may change and, therefore  the expected retums the vessel
owner must now factor m the purchase (sale) price of the Lcenss as well as the value of the vessel. Profit under a heense rmutation
program can be summanzed as below

Let R' = the net revenue function under hense hmutation
= value of the vessel under Leense Lrmtation and

#Note that under area licensing all License huldm could continue to fish mn at least one area, even after the use
er In contrast fractional requure all License holders who
have had ther o obt\ln "' ite additional license(s) 1f the to fish

P Techncally capital stuffing does not melude the cost of additional labor sutce labor 1s a vanable cost and cépatal is
assumed to be a fixed cost

For purposes of thus discussion the difference between net revenues and profit 1s that net revenue 1 the sum of actual
revenues and costs and profit 15 the net return on an wvestment
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L' = value of heense under hicense imsiation,

then profit under lcenso rmutation JJ 15 a functron () of R' V* and L' 1e
| =M v 1)
i
" | 1 the Loense program docs not constran the pumber of vessels participating 1n the fleet 10 & sze smaller than would actually
| participate under the status quo then profits under the license hmutation program will be unchanged from profits under the status quo
i ‘Under 15i§ scenano 1 is unlikely thal the net revenue function will change® and, thereforé 1€ Value of the vesse! under status quo

will equal-the value of the vessel under the heense program plus the value of the license  Mathematically thus 1 shown as follows.

€I =T then
RS V9= AR V' L) Assuming that
R =R then
V=it

Now sssume that the heense program does constram expansion of the fleet, or sctually reduces the foet. In ths case 1t 15 likely that,
at least m the short run profits will mcrease because fewer vesscls will be chasmg the same amount of fish Fewer vessels means
‘more caich for the remammg and hugher net revenues resultmg from the net revenus funchon Under this soenano pef revenues ta
the fleet merease and the Lcenses take on & vahue as a function of that mereese In the short run the value of the vessel 8 unchanged.
Mathematically this 1s expressed as follows.

¥ IP <IT then
FR® V)< R V' 1) Assummg that
Vo=V then
R* <R4L'

The appearance of sbnormally hugh profits under a license program that constrams the fleet m sheer numbers of vessels, will canse
tie owners of the vessels and boenses to try to expand ther shere of the fishery Since the number of vessels ts fixed, the only
available avenue for expansion 13 10 merease the catchmg power of the existmg vessel. This can be done i soveral ways mcludmg

y rby
stuffing These changes merease the actual mvestment 10 the vessel and, thus, the opportunuty cost of capital, and mereass the costs
1 the net revenue function The effoct 1 that, m the long run_any mereass m profits achieved as a result of constrammg the number
of vessels crode eventually forcmg the ™ a

In summary then ualess the Leense program reduces the current fleet or elimiates expansion which would have acowred under the
status quo 1t 13 unlikely that the existence of a hecase program will bring about an incentive for Vessel owners 1o leave the fishery
nor will 1t provide any addstonal compensation In the status quo investments may be recouped by fishing or by sellng the means
of production Le the vessel and gear The vessel and gear will sell for a price equal to the expected earnings from using those
means Under a heense program which does not constran the fleet thers will be 1o expected changes 1 the ability of the vessel and
gear to generate returus aad, therefore there should be no change 1 the price of the means of production except that now the means
of production include the vessel License If the license constrams the flcet. then mn the long-run with the assumption of caprtal stuffing
e expected refurns to the means of production will spproach the expected returns under the iatus quo and therefore provides no
real gans to society Section 3212 desoribes some conditions under which additional rents could be genernted, and possibly
sustamned. These conditions mclude an effective buy-back program or other capacity controls

A Hypothetical Example To Dlustrate the Impacts of a License Program

The previous sections indicate that hoense Lmutation can bring about benefits 1o soctety ouly 1f the amount of capital and Tabor
a fishery are less under Loenses than mught be expected to ocour under open access Thus, 1f 50 vessels would fish under hoense
limstatson snd S1 vessels would have fished under open acoess then 1 can be argued that producer surplus under beense Lutation
would b greater than under the stafus quo at least m the short run It can be argued that under the status quo every existing U'S
flagged fishing vesse] may enter the fishery and, therefore any himuted entry program will bing about benefits A key fact 1s that all
existing U'S flagged fishmg vessels re ot currently participating m the North Pacifc fishenes and there 1 not much evidence that
current prices and operatmg casls are enticmg many Niew entrants

1fthe license program 1s non-binding then vessel owners will not have meentives to change the way they operate
and, therefore 1t would not be expected that production/cost functions would change
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Under "open access existing vessels eater end extt o gaven fishery if vessel owner behieves that more rents can be generatod m that
fishery than m eny other fishery avaitable o #, or m any ofher use of the vessel. If rents are very hugh then prospective fishmg vessel
owners may be enticed (0 purchase a vessel or build a new vessel

As an example examme the hypothetical redfin fishery 1o which there are currently 50 vessels operating. For smplictty assume that
each has wdentical fixed and vanable costs (includmg opportumity costs) dentical catching ability and, therefore 1dentical revenues
and profits. Furthér s3sume that the TAC for the redfin fishery 33 set at 100 000 tons Scenario 1 1n Table 3 12 shows the costs,
revenues and totad profi of the 5O vessels n the hypothetical redfn ishery A total of $30 000 of profit s bemg generated per year
per vesssl, and $1 5 million for the fleet as a whole

‘Now assume that one additional vessel enters the redfin fishery? a3 shown m Scenano 2 Under the same TACs product prices, and
costs, the profit or producer surpls accrumg to each vessel and to the entire fleet 1s cut Thus 13 becatise the new vessel' fixed costs
added to the total fleet cost of prosecuting the fishery while the fleet revenue stayed the same  Each of the angmal 50 vessels are
still profitable however the extr profits they were eamng have been have been cut m half Because there are profits m the redfin
fishery even with 51 vessels addtional entrants are a possibiity If another vesse] enters the redfin fishery the fleet profits fall to
2670 e seen m Soenano 3 Each vessel s still econormeally viable s they have covered their fixed, vanable and costs,
but 0o extra profits are o be had. If the $3rd vessel started fishing (Scenaro 4) none of the vessels can cover all of therr fixed and
opportunity costs, and depending on therr ability to withstand losses, one or more vessels will eventually leave the fishery In the
process, profits 1o the fleet will be negative Scenanog 5-8 show that m order for the redfin fleet to break-even with 53 vessels,
varuble costs would have to decrease or revenues morease by $7 S0/mt the TAC would have to merease by 1 923 mt (the break-oven
catch level with 52 vessels) or opportunity and fixed costs fall by over $14 000

Obviously the redfin fishery 15 an example bult to show the impacts of vessel entry m an open access fishery In reality we know
that costs, catch and revenues vary widely across fishing fleets. Under any given scenano 1 15 likely that one or more vessels will
earm posiive profits It 1 also very likely that with each addihonal vessel average fleet vanable costs will meresse duo to crowding
on the grounds and the more mtense race for the remanmg fish 1t also secms obvious that Lmiting the numiber of vessels allowed
o fish would way to ensure that remans profitable

Suppos that a licensé lnmitation program had been m place in the hypothetical redfin fishery prior to the entrance of the S1st vessel
Further assume that there were only 50 hoenses and that each of the existing vessels had a license The S1t vessel would not be
allowed to enter the fishery unless the owner was willng to purchase a license from an existmg vessel Scemano 9 shows the SO
leense Situation with no changes to costs or revenues Scenanos 10 13 show the impacts of the License program under the same
chenges to costs en revenues Under each of thess scenanos the exastence of the Icense bmutation progrem preserved the profits m
the fishery and society was most likely better off at feast m the short run

Now suppose the heense program made 52 eenses avaiable then the license Lmutation program would have had 1o impact on the
eventual entrance of the S1st and 52ad vessels (Scenanio 14 & 15) and net benefits to society due to the pohey change to a hcense
Lmitation regme would be neghgible In the absence of the changes m costs or revenues discussed mn Scenanos 3-8 the 53rd vessel
‘would not have entered the fishery under the siatus quo and could not have entered under the heense program. The license program
th 52 licenses did not constrau the status quo entrance mto the fishery and therefore &t has bitle f any net benefi to the nation.

IFhowever there existed the possibility of price or TAC mereases or of cost decreases then a icense Limutation program would have
barred the 53nd vessel from entermg the fishery even though profits were o be had Therefore 1t can be argued that i the absolute
sense icense bmitation can provide some benefits to the nation even 1f the unpacts are not ummediately felt It should be noted,
however that these benefits are lossencd by the fact that there 15 uncertaty whether there would be changes i costs or revenes and
‘when they actually oceurred. 1 for example a TAC merease occurred ten years mto the fature the actual benefits 12 today's dollars
would be mil.

Clearly the prospect of profits today and wta the fature 1 a given fishery is the deterrminant of entry and ext of vessels to that
fishery On the surface ( appears that the extent (o which a kcense program constrains entry mfo a (ishery determunes the programs
umpact It wes exactly this logic which prompted many expenments with Lense Lmtation expenments which as history has shown
have largely fadlod.

*For sunphicity we assume that the new vessel already exists and mcurs o dast m changmg over (o the redffn fishery
Any change-over cost would of course lessen the profit camed by that vessel and the fleet o5 a whole

?The fact that per vessel prufits were reduced by over SO percent 15 a result of the numbers used for thus cxample In
actually the per vessel decrease i profits will vary depending the relative vanable and fixcd costs and revenue
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approved the followng notics to the public which was published 1 the Federal Regster on June 21 1993 [Federal Register 1993}

The specter of mcreased profits m the future and the likely mercase of vessels mto the fleet as a reault, has prompted the Couneil
to approach kcense bmutation The likelihood of mereased profits under open access 18 a function of the likelihood of moreased prices

and/or lower costs 1t appears howover thet the Council 1s heading down the path toward Indmidual Fishmg Quotes (FQs) a market
drven alternative to the current race for fish Because IFQs are likely to bring about wncreased profits to the recipients, the mcentive
to enter the fleet now 15 bagh It was the fear of speculative entry which brought the Council to the Moratonum, and 1t appears that
the seme threat 15 leading the Council toward & Lmuted eatry program.  Followmg ther sctron on the Moratormum, the Council

The North Pacafic Fishery Management Couneil (Counetl) mtends to develop & compreiensive rationalzation
plan (CRP) for the management of fisherses 1 the Councils area of autbonty The Council hes adopted and
publicized a control date of June 24 1992 after which any person or fishing vessel that enters the groundfish

hd.\'bm., or crab fishenes under the Councils management authonty will not be assured of fiture access to those

\fa CRP plan that umuts the number of participants or vessels m those fisheries

The Govacil has also published possible elgibilty catens or access (o the groundfish balibut, andlar crab
resources The Council 1s not prevented from selectmg any other date for ehgibilty m these fishenes or anofher
method of controlling fishng cffort from bemg proposed and mmplemented. The Councils mtenton m
mnquncmg th1s control date 15 1o notufy the public thet speculative entry mto those fishenes after the control date

‘a rmuted

o those fishery

Most loense programs have failed however even thoss that constramed entry because they did ot elumunate the principle cause of
overcap ‘cammon property which leads to a race for the resource Thi last statement 1 the canterpiece of the Councds.

talization. cor
problem statement and bears further exemmation

Gordon (1954] m bus semunal work describes the The Economue Theory of the Common Property Resource In fishenes because
1o mdsadual has control over & given amount of the resource and becsuse the capture of more of the resource leads m theory to
greater retums to each mdvidual, esch fisher will have mcentives to fish as hard and as fast as possible In uregulated Eshenem
thus leads to overfishing and depletion of the stocks In fisherses whero the fotal harvest 15 hrmited, these meentaves lead to

seasons end grester costs to harvest the allowable catch One of the most cost efficient ways to tcrease onels harvest shm'u ma
regulated fishery 13 o use an additional vessel Other ways (0 mcrease one's shure nclude mereesig fhe catching power of existng
vessels, mereasing fhe actual fishing tune per day and mproving one's ability to find the fish

T Soenano 1 of the hypothetical redfin fishery there were 50 vessels each catclung 2 000 mt and each eamng profits of $30 000
Eventually each mdependent fishing company will come o the realization that more profits could be eamed if tts vessels catch could
improve relative to the other vessels Scenano 16 assumes that one company dixovers  teshaolopeal mproverment which alows
s vessel to catch 10/ more fish per day than m the past To utlize the vessel must 4 ixed cost
by$30000 By catchmg 10/ more fish per day the xmpmvbd vessel ncreases it total profit to over 576 000 T becans e TAG
15 reached sooner and the avernge caich for the other vessel decreases the profit accrumg 1o each of the other vessels falls 1o $28 000
Overall the fleet spends $30 000 more to caich the same amount of fish and to generate $30 000 less m producer surplus This s

aloss m the net benefits to society acerumg from the redfin fishery

There will be mcentives to make the kind of smprovements as shown above under either open access or ey stotion *
Assuming vessels were available at prces equal to ther carning potential m the fishery 1t 15 likely that before long each vessel will
have incorporated the technological change This wil result 1n each vessefs catch returning to 2.000 mt but smce each vessel will
‘have to merease tts fixed cost by $30 000 per year each vessel and the fleet as a whole will be earnng zero profits Thus will also
result m a shorter fishing season raismg safety and other concerns This 15 shown i Scenano 17 In the end, the result 1s the same
‘under either open access or under beense Lmitation - Overall catch and revenues will not mmprove but fleet expenditures will merease

to the pomt were all profits are dissipated

2%t 15 also possible that the license linutation program will make feasible capital improvements which under open access
were not feasible Assume the fishing company has the know-how to double its vessels catch per year by mvesting 10
the engmnes fish nets and crew quarters  Further assume the myprovements are an all or
othing vestment The mprovements beside doubling the catch and revenue merease the vessels average variable cosls by
fixed costs by per 10 $1 000 000 Under apen access with SO-vessels

‘by brngig w an addstional vessel

$145/mt to $505/mt and
e fishery the mves nat feasible the compan

2 Assume however that a license lrrutation program with 50 hcenses was n place At this powt the mvestment appears

feasible
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Conelustns Regarding License Limutstion Programs fn General

From the examples 1t 13 clear that there may be some gams m profits eamed by the mdustry m the short-tun with the mplementation
of a beense hmutation program* Those gams will only come about if the number of hcenses 15 set such that 1t constramns entry mto
the fishery It 15 nlso likely that capital stuffing will occur even under a license program which constrams entry Capital stuffing
isthe Catch 22 of liense lmstahon programs In order to be effective a license lmitation program must constraun the number of
Vessels u the flcet to a number less than that which would be participating under open access ~ Copital stuffing will very likely occur
1n any ‘effectve License Liitation program. If the hicense program does not constram the fleet, the ikelihood of capral stuffing
appronches zero but then there 13 na benefit to the mdustry or the Nation even m the shortterm.

Although such a program may place overall Linits on the number of vessels operating m the fishenies, 1f 13 ot likely to effectively
control effort or capacity mereases m the long rin  An effective buy back program would have (o poteatial to mutigate the Catch
22 phenamenon and actually reduce effort and capacity however such a program would be very unlikely under a beense Lirutation
altemative which 18 percerved 89 an mtenm step fowards eventual allocations of IFQs, particulary 1f the allocations of IFQs wall be
gomg to the players 1dentified under the heense mitation program.

%4 should be noted that the benefits described above do not mchide the costs of admmstenng implementing monttorag
and enforeing the license progrum. These costs will further dimnish the net benefits to the nation of'a hcense program.
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