Food & Water Watch e 1616 P St. NW, Suite 300 ¢ Washington, DC 20036

Attn: Paul J. Howard
Executive Director
New England Fishery Management Council
50 Water Street, Mill 2
Newburyport, MA 01950
May 9, 2011

RE: Comments on Multispecies Accumulation Limits Control Date, RIN 0648-BA88,
76FR19305

Food & Water Watch (FWW) is a national consumer action organization that defends and
advocates for robust public management of natural resources, including fish, and we appreciate
this opportunity to comment on the establishment of a control date to establish accumulation
limits in the Northeast groundfish fishery.! We urge the New England Fishery Management
Council (NEFMC) to prioritize implementation of strong accumulation and consolidation limits
in the Northeast Multispecies Fishery Management Plan (FMP). While we strongly feel that
these measures should have been considered before Amendment 16 to the Northeast
Multispecies FMP was adopted, in order to mitigate the proven negative consequences of
fishery privatization on communities, we consider establishing these limits as soon as possible
to be a pressing responsibility for the NEFMC.

As discussed in detail in the following comments, catch share systems, as implemented
throughout the United States and the world, have typically resulted in an unfair giveaway of
public resources to private entities. The gains in economic efficiency hailed by supporters of
catch shares have come at the expense of the livelihoods of thousands of smaller-scale,
traditional fishermen and their communities, and the claims of increased fishery sustainability
and safety are often overblown. The design of catch share programs has violated the
Magnuson-Stevens Fishery Management Act, and has been found to violate human rights in
international court.

While FWW believes that allocating total allowable catch to fishermen can be one of many
effective tools in addressing the modern challenges of fishery management, these programs
must be rigorously designed to ensure that they retain public control of fishery resources and
return a portion of the value of each fishery to the public. Allocations to fishermen must be fair
and equitable, and the programs should include incentives to maintain a diverse fleet, minimize
damage to the environment, and allow new participants in the fishery. FWW considers
accumulation limits to be a critical component of a well-designed catch shares program and
urges the NEFMC to develop and adopt strong measures to prevent consolidation and the
resulting economic hardship to fishermen and fishing communities.

The initial distribution of catch shares can create windfall profits for a select few and
moves the fishery towards rapid consolidation that further disadvantages smaller-scale
fishermen.

1 National Marine Fisheries Service. “Fisheries of the Northeastern United States; Northeast Multispecies
Fishery; Notice of a control date for the purpose of limiting excessive accumulation of control in the Northeast
(NE) Multispecies Fishery; NE Multispecies Fishery Management Plan (FMP).” 76FR19305. April 7, 2001.



Catch share programs are justified by the idea of maximizing the economic efficiency of a
fishery. Unfortunately, this “optimization” or “rationalization” comes at the cost of excluding
large numbers of people from the system entirely. Shares in a new catch share fishery are
typically distributed proportionally to fishermen’s historical catch. Those who receive the
largest initial distribution of shares — or have the most capital to buy and lease shares — often
gain control over an entire fishery, pushing smaller fishermen out of fishing and even into
bankruptcy.? These privileged few may sell their quota and gain an instant profit,3 or use the
expected value of quota as collateral to get loans from a bank.* Anticipation of a new catch
shares program can distort these statistics, as it prompts new fishermen to enter the fishery
and current fishermen to increase their catch, a behavior termed “fishing for history.”>

Once quotas are distributed, the fishery moves rapidly toward consolidation. In 2010, less than
five months after catch shares were implemented in the groundfish fleet in New England, 55
out of the initial 500 boats in the fishery controlled 61 percent of the revenue, while 253 boats
in the fishery sat idle. In another example, the ocean quahog fishery in the mid-Atlantic
became so consolidated that one firm controlled 35 percent of the available quota two years
after the program began.” In Alaska’s Bristol Bay king crab fishery, only 89 out of 251 boats
remained the year after catch shares were implemented.8

Many quota holders don’t even fish themselves. Instead they become “armchair fishermen” or
“fishery landlords” by leasing their quota for exorbitantly high prices. The Canadian halibut
fishery switched to a privatized catch share system in 1991, and by 2006 a total of 79 percent
of the quota was leased out instead of being fished by quota owners themselves.? Quota leasing
has become the single largest operating cost for these fishermen, pushing them to the margins
of profitability,1° which could drive more fishermen into bankruptcy.!!

Fishermen in Iceland who had been excluded from their country’s catch share system took
their grievances before the United Nations Human Rights Committee, alleging that privatization
violated the International Covenant on Civil and Political Rights by forcing fishermen without
quotas to pay money to a privileged group of citizens (the quota holders) in order to pursue

2 Copes, Parzival and Charles, Anthony. “Socioeconomics of individual transferable quotas and community-
based fishery management.” Agricultural and Resource Economics Review. 33 /2. October 2004 at 174-175.
3 National Research Council. Committee to Review Individual Fishing Quotas. “Sharing the fish: Toward a
national policy on individual fishing quotas.” National Academy Press. Washington, DC. 1999 at 142.

4 Arnason, Ragnar. “Iceland’s ITQ system creates new wealth.” The Electronic Journal of Sustainable
Development. Vol 1 Issue 2. 2008 at 36.

5 Macinko, Seth and Bromley, Daniel W. “Who owns America’s fisheries?” Center for Resource Economics.
2002 at 18. For an example, see Brandt, Sylvia. “A tale of two clams.” Regulation. Spring 2005 at 20.

6 Saving Seafood. “Catch shares cut New England fleet in half; New Bedford mayor to convene council
meeting.” Dec 9, 2010. http://www.savingseafood.org/state-and-local/catch-shares-cut-new-england-fleet-
in-half-new-bedford-mayor-to-convene-council-me-4.html

7National Research Council. Supra note 3 at 295.

8 Alaska Journal of Commerce. “High Pressure Tactics Were in Place at Dutch Harbor.” Web posted June 5,
2009. Available at http://www.alaskajournal.com/stories /060509 /fis_img37_001.shtml

9 Pinkerton, Evelyn et.al. “The elephant in the room: The hidden costs of leasing individual transferable
fishing quota.” Marine Policy. 2009 at 4.

10 Tbid., at 2.

11 Copes, Parzival and Charles, Anthony. Supra note 2 at 175.

2



their occupation. After reviewing the issue, the Committee ruled that privatized catch-share
systems violated international law.1?

Consolidation of the fleet translates into widespread job losses and reduced wages for
fishermen and crew.

As aresult of consolidation, many fisheries have lost well over half of their fishing fleets.
Despite widespread academic agreement that catch share programs create job loss in
communities, NOAA Administrator Jane Lubchenco recently announced that catch shares are
“merely a tool” and “not the cause” of lost fishing jobs.13 But as can be seen in the table below,
fisheries commonly lose three quarters of their fleet after catch shares are implemented, with 3
to 6 jobs lost per boat.

The precise impacts of catch shares on crew are relatively unknown, but the research that has
been done belies the claim that crews have safer, better jobs with higher wages.1* Vessel
owners are shifting the costs of leasing additional quota onto crew by taking a large percentage
of the total catch value before calculating wages. The crew of the Canadian halibut fishery
received 10-20 percent of the catch value before catch shares, and now receive only 1-5
percent. 15 Even the fishermen who own their quota have begun to pay their crew these same
low wages, because it is more profitable for quota owners to lease their quota than to fish it
themselves while paying their crew the wages they used to receive.'® So, in the Canadian
halibut fishery, although the overall value of the fishery has increased by 25 percent over 17
years, the crews’ share of that value has dropped by 73 percent.l” In the Bristol Bay red king
crab and Bering Sea snow crab fisheries, some crew members report that pay has dropped
from 5-6 percent of catch value to less than 1 percent,!8 while an estimated 1,214 crew
members lost their jobs entirely after IFQ implementation in those fisheries.1®

12 United Nations, Human Rights Committee, International Covenant on Civil and Political Rights, (91st
session) Communication No. 1306/2004. CCPR/C/91/D/1306/2004. December 2007, #11 at 20. Available at
http://www.bayefsky.com/pdf/iceland_t5_iccpr_1306_2004.pdf

13 Gaines, Richard. “NOAA chief: System not causing job loss.” The Gloucester Times. Dec 16, 2010.
http://www.gloucestertimes.com/local /x1707767675/NOAA-chief-System-not-causing-job-loss

14 For an example of such claims, see: Environmental Defense Fund. “What do catch shares mean for fishing
jobs and fishing fleets?” Accessed on Feb 4, 2011; page last updated October 28, 2009; available at
http://www.edf.org/page.cfm?tagid=48874

15 Pinkerton. Supra note 9 at 5.

16 Tbid.

17 Ibid.

18 Jensen, Andrew. Owners profit, but crew feel the pinch of crab catch shares. Alaska Journal of Commerce.
June 4, 2010. http://www.alaskajournal.com/stories /060410 /fis_img8_001.shtml

19 Calculations performed by Food & Water Watch staff. “Rationalization resulted in an estimated loss of 757
total jobs in the BRR fishery.... And an estimated loss of 457 total jobs in the BSS fishery.” From Knapp,
Gunnar. “Economic Impacts of BSAI Crab Rationalization on Kodiak Fishing Employment and Earnings and
Kodiak Businesses. A Preliminary Analysis” Institute of Social and Economic Research, University of Alaska
Anchorage. May 2006 at 22.



Fleet Reduction Means Job Losses

“Fleet reduction” — meaning fishermen being cut out of fishing — is often highlighted as a
success of IFQ programs.20 But every time a boat stops fishing, an estimated 3 to 6 jobs are
lost,21 resulting in struggling coastal and fishing communities.

IFQ Program Boats in fishery | Boats in Fishery | Boats lost
prior to IFQ after IFQ
Alaska Halibut 3450 boats in 1156 boats in 66% in 14 years
1994 2008
Alaska Sablefish 1404 boats in 362 boats in 74% in 14
1994 2008 years?22
Bering Sea and Aleutian Islands 100 catcher and 90 catcher and 10% catcher
Pollock 30 catcher- 21 catcher- and 30%
processor in processor in catcher-
1998 2005 processor in 7
years?23
Bering Sea and Aleutian Islandsred | 251 boatsin 74 boats in 2007- | 71% in 3-4
king crab 2004 2008 years
Bering Sea and Aleutian Islands 189 boats in 78 boats in 2007- | 59% in 3-4
snow crab 2004 2008 years
Pacific Sablefish 328 boats in 87 boats in 2008 | 73% in 8 years2+
2000
Gulf of Mexico Red Snapper 546 permits in 466 permits in 15% in one year
2007 2008
Wreckfish 91 boats in 1990 | Less than 5 boats | 95%25
in 2009
Surf clam 128 boats in 50 boats in 2005 | 61% in 15
1990 years26
Ocean Quahog 92 permits in 47 permits in 49% in 14
1991 2005 years?27

20 All from NOAA Fisheries Office of Sustainable Fisheries. Current Catch Share Program Spotlights. Available
at http://www.nmfs.noaa.gov/sfa/domes_fish/catchshare/index.htm except for Surf clam, from NOAA’s
Status of Fishery Resources off the Northeastern US: Atlantic Surfclam.
http://www.nefsc.noaa.gov/sos/spsyn/iv/surfclam/ and Ocean Quahog, from NOAA's Status of Fishery
Resources off the Northeastern US: Ocean Quahog, http://www.nefsc.noaa.gov/sos/spsyn/iv/quahog/

21 This number varies between fisheries. For the New England groundfish fishery, each boat is estimated to
have 3 to 5 jobs available, while for the Alaska King crab and snow crab fishery, an average of 5 to 6 jobs are
available. Saving Seafood, supra note 6. Also, see Knapp, Gunnar. “Economic Impacts of BSAI Crab
Rationalization on Kodiak Fishing Employment and Earnings and Kodiak Businesses. A Preliminary Analysis”
Institute of Social and Economic Research, University of Alaska Anchorage. May 2006 at 21.

22 Calculation performed by Food & Water Watch staff. NOAA reports a 70% reduction, which does not match
the numbers provided.

23 Calculation performed by Food & Water Watch staff.

24 Calculation performed by Food & Water Watch staff.

25 Calculation performed by Food & Water Watch staff.

26 Calculation performed by Food & Water Watch staff. NOAA reports a 74% reduction, which does not match
the numbers provided.

27 Calculation performed by Food & Water Watch staff. NOAA reports a 40% reduction, which does not match
the numbers provided.



Catch shares can hurt communities and prevent new fishermen from entering the fishery.
Catch share programs must be designed to follow all of the guidelines in the Magnuson-
Stevens Act to prevent individual and community economic hardship.

The Magnuson-Stevens Fishery Conservation and Management Act specifies that, among other
critical safeguards, all fishery management plans must “take into account the importance of
fishery resources to fishing communities...in order to (A) provide for the sustained
participation of such communities, and (B) to the extent practicable, minimize adverse
economic impacts on such communities.”?8 And that catch shares programs must provide for
“fair and equitable initial allocations” of quota, prevent “excessive” consolidation, and set aside
portions of the catch for entry-level fishermen, small vessel owners, and crew.2°

But catch share programs have widely failed to meet these criteria. The economic hardship and
job loss among fishermen due to catch share programs have widespread impacts — related
industries like processors, baiters, and boat repairers also suffer, along with the ports and
communities reliant on fishing. As unemployment spreads, people have less to spend at grocery
stores, restaurants, and other key community businesses, which can eventually lead to people
leaving in search of jobs and opportunity.3? A study of the Nova Scotia mobile gear groundfish
catch share program found that transferability of shares resulted in striking regional
imbalances in consolidation, as some areas acquired quota at the expense of other towns and
ports.31 The increasing fortunes of those able to take advantage of catch shares in these
communities have exacerbated disparities of wealth and status and put a strain on the values of
hard work and equity that held the communities together.3? In Maine, after one year under the
Northeast Multispecies FMP, “[lI]andings by boats listing Portland as their principal port
increased by 24 percent, and revenue increased by 37 percent. Landings by boats from other
ports in Maine dropped by 52 percent, while revenue dropped by 25 percent.”33

Quota leasing and purchasing also prevents new fishermen from entering the fishery. One
study estimated that it can cost between $250,00 to $500,000 for a new entrant to lease
enough quota for a single fishing trip in Alaska’s halibut fishery.3* Fishermen who already have
quota can use their existing quota as leverage for loans, but fishermen just starting out may
have to use personal assets, such as their homes, for the required down-payment (costing
between a 25 and 50 percent of the loan, or $62,500 to $250,000) before they can even catch

28 Magnuson-Stevens Fishery Conservation and Management Act, as amended

through Jan 12, 2007. § 301(a)(8). May 2007, second printing. Available

online at http://www.nero.noaa.gov/sfd/MSA_amended_20070112_FINAL.pdf

29 Tbid.

30 Copes, Parzival and Charles, Anthony. Supra note 2 at 176.

31 McCay et al. “Individual transferable quotas (ITQs) in Canadian and US fisheries.” Ocean & Coastal
Management. Vol 28, No 1-3. Pp 85-115. 1995 at 104.

32 Ibid., at 105.

33 Hayden, Anne and Conkling, Phillip. “Who gets to fish?” The Working Waterfront. April 27, 2011.

34 Dory Associates. “Access Restrictions in Alaska’s Commercial Fisheries: Trends and Considerations.”
Prepared for the Alaska Marine Conservation Council and Gulf of Alaska Coastal Communities Coalition.
January 2009 at page 21. Available online at http://www.akmarine.org/pressroom/access-restrictions-in-
alaska2019s-commercial-fisheries-trends-and-considerations
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any fish.35 Purchasing the quota outright is out of the reach of most, since widespread leasing
drives up the price of quota.3¢

Strict limits on transferability and accumulation of shares should have been considered
prior to NEFMC adopting Amendment 16 to the Northeast Multispecies FMP in order to
mitigate the economic damage to fishermen and their communities detailed above.
However, the NEFMC should adopt them soon in order to slow the industry privatization
and consolidation that is already damaging the fishing communities of New England.

The National Marine Fisheries Service, when partially approving Amendment 16, requested
that the NEFMC “consider developing measures that would mitigate potential negative impacts
stemming from the consolidation of permits, both within sectors and among individual permit
holders, as they relate to some of the social and economic objectives established in the NE
multispecies FMP.”37 The NEFMC failed to do so before implementing Amendment 16, and
recently, in the agenda for the April 26-28, 2011 meeting of the Council, the Groundfish
Committee recommended, “to delay further work on an amendment to consider accumulation
limits in the fishery.”38

We do not support further delay on the development and implementation of measures to
protect fleet diversity and fishing communities from the New England sectors program. We
acknowledge that the National Oceanic and Atmospheric Administration is developing a new
data collection program to gather and assess social and economic data from fisheries and
communities in New England and the Mid-Atlantic,3° but we are concerned this program will
begin too late to effectively assess the fishing communities in those regions. It may only
establish a false baseline, only assessing fisheries after consolidation and share accumulation
have already decimated coastal communities.

Thus, the NEFMC should act quickly to ensure that catch share transferability does not result in
fishery consolidation, widespread job loss, and the decimation of ports and communities by
establishing strong limits on accumulation of control in the Northeast Multispecies Fishery.
Thank you for this opportunity to comment.

Sincerely,

Wi~

Meredith McCarthy
Researcher, Fish Program

35 Ibid.

36 Ecotrust Canada. “Briefing: A cautionary tale about ITQs in BC fisheries.” Issue 8. 209 at 3. Available online
at http://www.ecotrust.ca/fisheries/cautionarytale

37 National Marine Fisheries Service. Supra note 1.

38 National Marine Fisheries Service. “New England Fishery Management Council (NEFMC); Public Meeting”
76FR19329. April 7, 2011.

39 National Oceanic and Atmospheric Administration. “Proposed information collection; Comment request;
Socio-economic surveys of vessel owners, permit holders, and crew in New England and Mid-Atlantic
fisheries.” 76FR16611. March 24, 2011.



