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SCOPING DOCUMENT FOR AMENDMENT 29 TO THE REEF FISH FMP
I- INTRODUCTION
There are 15 species of grouper managed in the Reef Fish FMP. Of the 15 grouper species 13 are harvested and 2, Goliath grouper and Nassau grouper, are currently protected.  The grouper complex is separated into deep water (DWG) and shallow water (SWG) components. Red grouper, Gag, and Black grouper are the dominant shallow water species. Yellowedge grouper is the main deep water species for the commercial fishery. The grouper complex supports dynamic recreational and commercial fisheries. This scoping document exclusively deals with the commercial sector.  

In addition to the reef fish permit moratorium implemented in 1992, the commercial grouper fishery is currently managed through annual quotas, trip limits, minimum size limits, area gear restrictions, and seasonal closures. The aggregate shallow water quota, which includes a 5.31 million pound (MP) annual red grouper quota, is set at 8.80 MP. Based on the recently completed gag stock assessment (SEDAR 10), an additional species-specific quota may be created. The overfishing of gag grouper may warrant the establishment of an explicit gag quota. The annual deep water grouper quota is set at 1.02 MP. A trip limit of 6,000 lbs of grouper in aggregate, implemented in 2006, is currently in effect. A seasonal closure between February 15 and March 15 prohibits the harvest of the three main shallow water species (red grouper, gag, and black grouper). 

Following a discussion of the purpose and need for the regulatory action in development, remaining sections of the scoping document provide an overview of the commercial grouper fishery and present alternative management measures. Measures considered include latent permit revocation and endorsement programs, and incentive-based instruments such as individual fishing quotas and individual effort quotas.   
II - PURPOSE AND NEED
The management of the commercial grouper fishery in the Gulf of Mexico is presently based on a traditional command and control approach. Regulatory measures used in the management of the grouper complex include a license limitation system, quotas, trip limits, minimum size limits, area gear restrictions, and season closures. This management scheme has resulted in an overcapitalized commercial grouper fishery which means that the collective harvest capacity of fishery vessels and participants is in excess of that required to efficiently harvest the commercial share of the TAC. The overcapitalization observed in the fishery has caused commercial grouper regulations to become increasingly restrictive over time, intensifying derby conditions under which fishermen race to harvest as many fish as possible before the quota runs out. The intensification of derby conditions has, in some years, led to premature closures of the fishery.  
It is expected that incentives for overcapitalization and derby fishery conditions would be maintained as long as the current management structure persists. Under this scenario, the commercial grouper fishery is expected to continue to be characterized by higher than necessary levels of capital investment, increased operating costs, increased likelihood of shortened seasons, reduced at-sea safety, wide fluctuations in grouper supply and, depressed ex vessel prices; leading to deteriorating working conditions and profitability for participants. 
The purpose of this amendment is to rationalize effort and reduce overcapacity
 in the commercial grouper fishery in order to achieve and maintain optimum yield (OY) in this multi-species fishery.  Rationalizing effort should mitigate some of the problems resulting from derby fishing conditions or at least prevent the condition from becoming more severe.  Reducing overcapitalization should improve profitability of commercial grouper fishermen.  Collectively, working conditions including safety at sea should improve and bycatch in the grouper fishery should be reduced, and a flexible and effective integrated management approach for the grouper complex should follow.  This amendment evaluates several management programs that could be capable either independently or in combination of accomplishing the objectives specified above. 
III - COMMERCIAL GROUPER FISHERY

This section presents an overview of the commercial grouper fishery in the Gulf of Mexico. Specifically, the number of vessels operating in the fishery, trips, landings, revenues and prices are discussed. Gear specific information presented focuses on the longline and vertical line gear which are the major gear groups still in operation in the fishery. As of February 7, 2007, following a 10 year phase-out plan, fish traps were permanently banned from the commercial grouper fishery.  
Number of Vessels
Between 1993 and 2005, the total number of vessels reporting commercial grouper landings has steadily declined. The number of vessels decreased from 1,112 in 1993 to 820 in 2005. During the same time period, the number of active longline vessels was reduced by 21 percent and a reduction of 27 percent in fleet size was observed in the vertical line sector. In 2005, 149 longline and 671 vertical line vessels reported grouper landings in the Gulf. Table 1 presents annual fluctuations in fleet size by gear type between 1993 and 2005. 

Number of Trips
During the 13-year period considered, vertical line vessels averaged about 7,900 trips annually. The number of trips with grouper landings reported by longline vessels during the same time period averaged 1,700. As illustrated by the number of reported days away, longline vessels take fewer but longer trips. Average number of days away per trip for longline and vertical line vessels are estimated at 9 and 3 days, respectively. Annual changes in the number of reported grouper trips and days away are illustrated in Figures 1 and 2, respectively.  

Figure 1: Number of Vertical and Longline Trips with Shallow or Deep Water Grouper

Landings in the Gulf of Mexico (1993-2005)
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Figure 2: Number of Reported Days Away by Vertical Line and Longline Grouper 

Vessels in the Gulf of Mexico (1993-2005)
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Grouper Landings
The commercial grouper fishery in the Gulf is presently managed under a quota-based limited entry system. Hence, annual grouper landings are restricted by existing quotas. Table 2 presents shallow water and deep water grouper landings by gear between 1993 and 2005.

For the longline fleet in the Gulf of Mexico, grouper landings account for a significant proportion of their total landings. Between 1993 and 2005, grouper landings accounted for an average of 65 percent of the longline sector’s total landings. In comparison, grouper landings by the vertical line fleet represented, on average, 26 percent of the sector’s total landings. Annual shallow and deep water landings by gear type are provided in Table 3. 

Yearly average landings per trip by gear type are provided in Table 4. Between 1993 and 2005, longline vessels landed about 3,100 pounds of grouper (whole weight) per trip. Shallow and deep water grouper average landings per trip equaled 2,500 and 600 pounds, respectively.  Average shallow and deep water grouper landing per vertical line trip during the same period were 389 and 29 pounds of whole weight, respectively. 

Figure 3 illustrates the geographical distribution of grouper landings across the Gulf. The state of Florida accounts for most of the grouper harvested. 

Figure 3: Geographical Distribution of Grouper Landings 

in the Gulf of Mexico (1993-2005 Average)

[image: image3.emf]Texas


3.4%


Western LA


3.8%


FL Keys


4.8%


Northwest FL


9.9%


West Central FL


75.3%


Other


2.9%




Texas

3.4%

Western LA

3.8%

FL Keys

4.8%

Northwest FL

9.9%

West Central FL

75.3%

Other

2.9%


On average, West Central Florida (statistical areas 3 to 6) accounts for about 75 percent of grouper landings in the Gulf. Northwest Florida (areas 7 to 10) and the Florida Keys (areas 1 and 2) accounted for 10 and 5 percent, respectively. East Louisiana-Mississippi-Alabama (areas 11 and 12), Western Louisiana (areas 13 to 17) and Texas (areas 18 to 21) harvested 0.4, 3.8, and 3.4 percent, respectively. The remaining 2.4 percent are harvested in international waters. 
Annual landings of major grouper species are summarized in Table 5.  Major species listed are red, black, snowy, yellowedge, and Warsaw grouper, and gag, scamp, and speckled hind. 

Grouper Revenues 

The large revenue share derived from grouper sales highlights the importance of the grouper fishery to the longline fleet in the Gulf of Mexico.  Between 1993 and 2005, average grouper revenues for the longline fleet accounted for 83 percent of their total annual revenues. During this time period, grouper revenues for longline vessels averaged $10.7 million per year. 

The vertical line fleet derives a smaller percentage of its revenues from the grouper fishery. For the same 13-year interval, yearly average grouper revenues and percentage share for the vertical line sector are estimated at $7 million and 30 percent, respectively. Table 6 provides nominal annual total and grouper revenues by gear type. 

Between 1993 and 2005, inflation adjusted revenues are presented in Table 7. The consumer price index for meat, poultry, and fish published by the Bureau of Labor Statistics was used to adjust the revenue series. In 2005 dollars, annual grouper revenues for the longline and vertical line fleets averaged $12.7 million and $8.3 million, respectively.    

On a per trip basis, annual average revenues for longline and vertical line trips approximated $6,300 and $900, respectively. Corresponding inflation-adjusted (in 2005 dollars) average revenues were $7,500 and $1,000, respectively. Nominal and real average revenues per trip are provided in Table 8.
Grouper Prices
For the main grouper species, annual average prices expressed in dollars per pound of whole weight ranged between $1.72 and $2.36 during the period 1993-2005. In descending order, scamp, gag, and yellowedge grouper were species corresponding to the three highest annual average prices recorded. Adjusted for inflation, annual average prices in 2005 dollars per pound of whole weight ranged from a minimum of $2.07 to a maximum of $2.84.  Nominal and inflation adjusted annual average prices are provided in Tables 9 and 10, respectively.

Monthly price series reveal seasonal variations in grouper prices. For example, the commonly reported higher prices coinciding with the Lent season and price declines in early summer are noticeable in Figure 4, which illustrates monthly nominal prices for scamp, and red and black groupers in 2005.  

Figure 4: Nominal Monthly Scamp, Red and Black Grouper Prices in the Gulf of Mexico

in Dollars per Pound of Whole Weight (1993-2005)
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Grouper and Snapper Imports
Between 1991 and 2005, grouper and snapper imports have significantly increased. By 2005, fresh and frozen grouper imports reached 8.4 and 1.1 million pounds, respectively; corresponding to a total nominal value of $21.5 million. In 2005, fresh and frozen snapper imports totaled 40.2 million pounds, valued at $71.5 million.  Annual grouper and snapper imports between 1991 and 2005 are provided in Table 11. 

IV - POSSIBLE ACTIONS
ACTION 1: Elimination of Latent Permits 

An evaluation of grouper landings between 1999 and 2004 indicates that, of 1,365 “active” reef fish permits, 686 permits (50.3 percent), reported no deep water grouper landings; 264 permits (19.3 percent) reported no shallow water grouper landings. For the same time period, the number of reef fish permits that did not report any grouper landings totaled 185 or 13.5 percent.  

Management measures that would eliminate latent permits constitute a direct method for further restricting access to the commercial grouper fishery. Under this approach, permits that do not meet a minimum landing threshold over a predefined time period, e.g., 1,000 lbs average grouper landings over a 5-year period, could be considered latent and revoked. Grouper landings thresholds could be differentiated by gear, species, or other criteria. For the purpose of eliminating latent permits in the commercial grouper fishery, landings thresholds could be specified for shallow water, deep water, or all grouper. Gear specific measures could set differing conditions for the longline and for the vertical line fleets. 

Latent permit revocation programs are not voluntary. Fishermen that do not meet eligibility criteria established by the management organization are required to exit the fishery, irrespective of their personal preference. The mandatory nature of such programs can raise fairness and equity issues. 
The elimination of latent permits in the grouper fishery would have to address the fact that, in the Gulf of Mexico, there is no grouper permit per se; a fisherman is only required to possess a reef fish permit to commercially harvest grouper. A reef fish permit could be considered latent when it comes to grouper but very active in another reef fish fishery. Therefore, eliminating a permit based on its limited or nil grouper landings history may inflict undue hardship to fishermen who elected to specialize in other reef fish fisheries. Impacts on fishing effort, working conditions, profitability and market conditions, fish stocks, and, enforcement and monitoring that could be expected from the implementation of a latent permit elimination program are discussed below.  
Effort

The elimination of latent permits would further reduce the number of fishermen allowed to participate in the commercial grouper fishery. However, a further limit or cap on the number of participants in a fishery would not necessarily result in a reduction in effort because remaining participants can simply fish harder. A latent permit revocation program does not provide incentives to reduce fishing effort. It maintains an incentive structure that can create derby conditions or intensify a pre-existing race for fish. Following the elimination of latent permits, remaining fishermen can simply upgrade their vessels and gear, increase crew size, and, adjust trip characteristics in order to increase effective fishing effort and harvest as much fish as possible before someone else does, i.e., race for the fish.   

Profitability and Market Conditions

Market conditions resulting from derby conditions that are expected to prevail under a latent permit revocation program are generally characterized by market gluts and the accompanying negative effects on product quality, resulting in depressed prices. Overall, the combined effect of short periods with an over-abundant supply of a lower quality product and hence lower market prices is translated into adverse impacts on the profitability of remaining participants.    
Working Conditions

As discussed above, a latent permit revocation program does not mitigate derby conditions. Improvements in working conditions, including safety at sea for remaining fishermen are not expected due to the inflexibility in input selection and trip scheduling inherent to derby fishing conditions.   

 Fish Stocks 

While it decreases the number of commercial fishermen eligible to harvest grouper, an effort management program based on the revocation of latent permits is not expected to significantly change the current impact on stocks resulting form the management approach presently in effect.
Monitoring and Enforcement 

Under the current limited access management system in effect in the commercial reef fish fishery, curtailing the number of participants through permit revocation is not expected to affect monitoring and enforcement. 
ISSUES TO CONSIDER

Criteria for removal
· Industry-wide 

· Gear Specific Criteria

Minimum Harvest Requirement for:

· Any Reef fish; 
· All Grouper; 

· Grouper Species Group (SWG, DWG) 

Qualifying Base Years by gear 

Controlling effort after removal

· Vessel Restrictions 

· Gear Specific Restrictions (Longlines vs. Vertical Lines) 
Method of Implementation

· Mandatory Program: No Compensation 

· Immediate or Temporary (Phase-out)
· Fractional Licenses
ACTION 2: Buyback or Buyout Program
Voluntary buyback (or buyout) programs provide an alternative management approach that could reduce the number of participants in a fishery without raising the fairness and equity issues associated with a mandatory permit revocation under a latent permit elimination program. Under a voluntary buyout plan, some participants receive a financial compensation and, in return, agree to leave the fishery and have their permits and/or vessels retired. Individual compensation amounts are based on several criteria including overall funding level and fishermen’s self-declared willingness to accept payment for leaving the fishery. Fishermen’s willingness to accept, which are revealed through competitive bidding, are generally a function of several parameters, including, a fisherman’s fishing assets, expected revenue streams, and, personal characteristics (Larkin et al., 2004, Musengezi et al., 2006). The bids selected for payment are usually determined through a reverse auction which ranks bids submitted in ascending order (Kitts, Thunberg, and Robertson, 2001). The implementation of a buyout plan is conditional upon funding availability. The initiation and implementation of buyback programs are governed by Section 312(b) of the Magnuson-Stevens Act. 

The 2003 Pacific groundfish buyback program is an example of a recent vessel and permit reduction initiative. Under this program, accepted bids were financed through a 30-year loan supplemented by a $10 million congressional appropriation (PFMC, 2006). Impacts on fishing effort, working conditions, profitability and market conditions, fish stocks, and, enforcement and monitoring that could be expected from a buyback program are discussed below.  

Effort

A buyout program is expected to reduce fishing effort in the short run. However, as for other limited entry management approaches, remaining participants are expected to expand their effort through capital stuffing ((Anderson 1985; Dupont 1990; Funk et al., 2003). Buyout plans do not eliminate incentives to race for the fish. 
Profitability and Market Conditions

While short term improvements in profitability for the remaining fishermen can be expected following the establishment of a buyout program, subsequent rent dissipation is likely due to existing incentives to engage in capital stuffing. 
Working Conditions

Buyout programs do not mitigate derby conditions in the long run. Therefore, long term improvements in working conditions, including safety at sea for remaining fishermen are not expected due to the inflexibility in input selection and trip scheduling inherent to derby fishing conditions.   

Fish Stocks 

Though it would reduce effort in the commercial grouper fishery, a buyout program is not expected to significantly alter the impact on stocks resulting from the current management approach because the incentive structures resulting from both approaches are similar. These limited entry measures do not durably affect the race for fish. 
Monitoring and Enforcement 

Under the current limited access management system in effect in the commercial reef fish fishery, a further reduction in the number of commercial grouper fishermen through a buyback program is not expected to affect monitoring and enforcement. 

ISSUES TO CONSIDER

Participation Criteria

· Industry-wide 

· Gear Specific Criteria

Qualifying Base Years 

Controlling effort after removal

· Vessel Restrictions 
· Trip Limits
· Gear Specific Restrictions (Longlines vs. Vertical Lines) 

Implementation
· Funding Sources (Loan; Appropriation)

· Purchasing rules (Bid Selection Criteria)

· Payback rules (if any)
ACTION 3: Permit Endorsement 
A grouper endorsement to the reef fish permit would grant recipients, under specific conditions, the right to harvest grouper in the Gulf of Mexico. Clauses usually include a trip limit which determines a maximum allowable harvest per trip. Conditions attached to the endorsement can either apply to all participants or target a predetermined group of participants in the fishery. For example, the issuance of a gear specific endorsement to the reef fish permit could grant harvesting privileges to longliners and vertical line vessels under different stipulations. Previous endorsements in the Gulf of Mexico include the former gillnet and fish trap endorsements. The two-tiered red snapper endorsement, subsequently transformed into licenses, and recently replaced by an individual transferable quota system constitutes another example.  As opposed to the elimination of latent permits, the establishment of a grouper endorsement to the reef fish permit would not unduly penalize reef fish permit holders with limited grouper landings who elected to specialize in other reef fish fisheries. 
Effort

While it may constitute a direct approach to limiting the number of participants in a fishery, the long term effectiveness of a permit endorsement program in managing effort is, at best, limited. In the short run, fishing effort could be decreased, especially if a large proportion of fishermen did not qualify for the endorsement. However, remaining participants are expected to gradually increase their effective fishing effort either through vessel, crew, and equipment upgrades or via additional or longer fishing trips; recreating or intensifying derby conditions and leading to shorter fishing seasons. The evolution of fishing effort in the commercial red snapper fishery during the former red snapper endorsement system illustrates this pattern.  
Profitability and Market Conditions

Due to its expected lack of lasting impact on fishing effort and derby conditions, the establishment of a permit endorsement is not anticipated to noticeably improve current market conditions in the grouper fishery. As discussed in the section addressing latent effort, market conditions under a derby fishery are not conducive to improving profitability.  
Working Conditions

Similar working conditions are expected to prevail under a permit endorsement or a latent permit revocation program. The absence of flexibility in trip planning and input mix determination preclude participants from enjoying better working conditions.  
Fish Stocks 

The establishment of a permit endorsement is not expected to significantly modify the impact on stocks resulting form the management approach presently in effect.

Monitoring and Enforcement 

Under the current limited access management system in effect in the commercial reef fish fishery, the establishment of a permit endorsement is not expected to significantly impact monitoring and enforcement. 
ISSUES TO CONSIDER

Criteria for Endorsement

· Industry-wide 

· Gear Specific Criteria

Minimum Harvest Requirement for:

· Any Reef fish; 

· All Grouper; 

· Grouper Species Group (SWG, DWG) 

Incidental Bycatch provisions

Qualifying Base Years by gear 

Controlling effort 

· Vessel Restrictions 

· Gear Specific Restrictions (Longlines vs. Vertical Lines) 

ACTION 4: Individual Fishing Quota
The implementation of a right-based management program is expected to decrease the overcapitalization observed in the fleet, lengthen the fishing season and lower operating costs by affording vessels owners more flexibility in their input choices and trip planning, improve market conditions through a steadier supply of fresh fish, increase ex vessel prices, and, improve safety at sea and working conditions. 

The magnitude of expected effects, i.e., the overall effectiveness of an incentive-based management program in achieving its objectives, depends in large part on the incentive structure resulting from the program design. Key design elements to consider include the duration of the program, choice of measurement units for quota shares and annual harvest privileges, initial apportionment method, monitoring and enforcement provisions, and, penalty structure. For a multi-species program, flexibility measures included to ease catch versus quota holding balancing are of primary importance. Design characteristics including the exclusivity, durability, transferability, security, flexibility, and divisibility of the rights or privileges will collectively determine the “desirability” or quality of the property right or privilege granted to program participants (Scott, 1999). 

For incentive adjusting management instruments such as IFQs, individual quota shares are expressed in pounds of fish (whole or gutted weight) or, more commonly, in percentage of the total allowable catch (TAC). Annual harvest privileges are expressed in pounds of fish. In a multi-species fishery, program designers may either elect to implement a series of single species IFQs or establish a multi species program. The discussion below highlights major features and expected impacts of IFQ programs on fishing effort, working conditions, profitability and market conditions, fish stocks, and, enforcement and monitoring. 

Effort

The rationalization of effort, i.e., the mitigation of overcapacity problems, constitutes one of the main benefits expected from the implementation of an IFQ program. As IFQ shares and annual harvest privileges are traded, marginal and less efficient operations are expected to exit the fishery. The anticipated effort consolidation may impact employment in fishing communities.  

Profitability and Market Conditions

IFQ programs are expected to impact overall market conditions by eliminating seasonal product gluts and ensuring a steadier supply of fresh fish leading to higher prices; improving product quality and altering product composition (increased percentage of fresh product); lowering fishermen’s operating costs through increased efficiency (optimal trip length and input selection). For fishing operations, the cumulative effect of these impacts is a net gain in profitability. Impacts on the profitability of the processing sector are not as clear. The establishment of an IFQ increases fishermen’s bargaining power and thus, allows them to negotiate better prices for their product. 
As indicated by Pascoe et al. p 45 (2002) 

“… ITQs have been successfully implemented in New Zealand (Clark, Major and Mollett 1988, Clark 1994), Australia (Geen and Nayer 1988, Geen, Neilander and Meany 1993, Kennedy 1994), Iceland (Arnason 1993b), the Netherlands (Davidse 1996) and the USA (Raizin 1993). In each case, the management system has facilitated a restructuring of the industry and a general improvement in the economic performance of the fleet. Fishing effort has generally decreased and depleted stocks have recovered. Reduced fleet sizes have lead to less direct employment at the fishing level, but increased emphasis on processing and marketing of products has lead to an overall increase in related employment.”

Similarly, in a testimony before the Senate Subcommittee on Oceans and Fisheries, Sutinen (2001) indicated that 

“…IFQs have a proven record of accomplishment of promoting sustainable management of fisheries and producing wealth. The scientific evidence is quite clear on these achievements. The Organization for Economic Cooperation and Development (OECD 1997) reviewed management experiences in more than 100 fisheries in 24 member countries. This is the only study I know that systematically compares IFQs with more traditional approaches to fisheries management. The evidence shows that IFQs are an effective means of controlling exploitation, of mitigating the race-to-fish and most of its attendant effects, of generating resource rent and increased profits, and of reducing the number of participants in a fishery.”  

Working Conditions

Under derby conditions, vessels owners feel compelled to plan fishing trips regardless of safety considerations (Thomas et al, 1993). Even under inclement or dangerous weather conditions, several vessels owners schedule trips. If they did not, the fish that they would have harvested would be taken by fishermen who elected to be at sea. By contrast, IFQ programs, which eliminate incentives to race for fish, are expected to improve safety at sea and working conditions by allowing fishermen to schedule trips at their convenience, accounting for, among other factors, their safety and overall quality of their working conditions. For example, Smith (2000) reported that US Coast Guard search and rescue missions decreased by 50% in the first three years of the pacific halibut and sablefish IFQ.  

Fish Stocks 

Under an IFQ program, regulatory discards due to season closures are eliminated because fishermen can catch their allocation at their convenience. Discards are further limited because ghost fishing, which refers to fish killed by abandoned gear, is expected to significantly decrease when crew members are not racing for fish (Leal, de Alessi, and Baker, 2005). IFQs are also expected to foster resource conservation by providing long term incentives to program participants. 

Increased incentives to high-grade, i.e., discard fish of a lesser commercial value constitutes a potential detrimental impact on fish stocks resulting from the implementation of IFQs. In order to maximize the net value of their IFQ shares, fishermen have a vested interest in discarding less desirable fish and only keep the part of the catch that can fetch the highest price (Copes, 1992), thereby increasing the amount of discards. Multi-species programs with inappropriate catch-quota balancing measures could also result in increased discard levels or increase the risk of overexploitation (Sanchirico et al., 2005).        
Monitoring and Enforcement 

Effective monitoring and strict enforcement are indispensable to the success of IFQ programs. The monitoring of quota catches and the enforcement of the IFQ program provisions can be difficult because IFQ programs may increase fishermen’s incentives to underreport catches. Monitoring and enforcement challenges may be increased in the case of a multi-species fishery or when there are numerous participants in the program. Enforcement difficulties may be further increased by the number and geographical dispersion of authorized landing sites and dealers. For these reasons, IFQ programs can be costly to monitor successfully.  

Other Issues

Due to the windfall profits it distributes to initial participants, an IFQ program may raise equity issues.  
ISSUES TO CONSIDER
Scope of the Program: What Species need to be included? Grouper, Tilefish, Amberjack

Early Evaluation of the Support for the Program: Conduct an informal assessment or initial survey as soon as possible; at least before doing too much work and having people vote it down in the end. 

Substantially Fished Criterion: What threshold? AP selected 4,000 lbs 

Creation of a Monitoring/Supervisory Board: It would have the authority to make changes/adjustments to the program (flexibility, quick turn around). How much authority can be legally granted to such an entity, what should be its composition?  

Design Elements of Potential IFQ
(Share Definition, Eligibility, Initial Apportionment, Caps, Appeals Process, Transfer, Yearly adjustments, Use-it-or-lose it, Cost Recovery, Flexibility Measures)
ACTION 5: Effort-based Approach: Individual Transferable Effort Quota (ITEQ)

Quota shares and annual allocations are expressed in terms of effort. The number of days-at-sea (DAS) constitutes the most intuitive effort measure. However, DAS have to be adjusted to account for various sources of heterogeneity between fishery participants. Adjustment criteria are generally based on vessel characteristics such as vessel length, horsepower, type and amount of gear onboard. In practice, a composite effort measure is built by combining DAS with vessel characteristics. For example, a composite effort unit can be derived by combining an input measure with a time measure (for example HP-day). Alternatively, participating vessels can be separated into homogeneous groups. DAS allocations are then made by group or class.  Under this approach, conversion rates, restrictions and guidelines for inter-groups DAS transferability have to be clearly specified. DAS can also be adjusted based on other considerations, e.g., regional. Main characteristics and expected impacts of ITEQ programs on fishing effort, profitability and market conditions, working conditions, fish stocks, and, enforcement and monitoring are discussed below.   

Effort 

ITEQ programs constitute an indirect way to rationalize the fishery. The determination of Total Allowable Effort (TAE) is not straightforward because it assumes a known relationship between effort and harvest. The relationship between effort and output is not stable due to the variability in recruitment and technological change. In addition, ITEQs provide strong incentives to engage in capital stuffing by increasing the level of unregulated inputs (Rossiter and Stead, 2003). For example if vessel length limits exist, participants may increase engine horsepower and gear amount. The additional use of unregulated inputs would result in sizeable increases in effective effort. The propensity of ITEQ participants to expand effective fishing effort through input substitution is a major shortcoming of this type of right-based instrument. Successful ITEQ programs must include strict, well designed, and enforceable input restrictions. Under an ITEQ, the total allowable level of effort has to be closely monitored and adjusted when needed (Pascoe et al., 2002).  
Market Conditions and Profitability 

Compared to individual fishing quotas, ITEQs are expected to results in smaller increases in profitability due to the negative economic impacts of capital stuffing. The efficiency and overall profitability of fishing operations are hampered by lower reductions in operating costs resulting from unwarranted increases in unregulated inputs. 

Working Conditions 

ITEQs’ impacts on working conditions are expected to be comparable to impacts that can result from the implementation of an IFQ program. Under an ITEQ, the elimination of derby conditions, flexibility in trip planning and input choice, and improvements in safety at sea are anticipated. By allowing fishermen to land all their marketable catch, ITEQ can help fishermen decrease their fishing time while maintaining similar income levels; Fishermen could enjoy more leisure time and thus improve their quality of life.

Fish Stocks 

ITEQ programs are expected to limit or eliminate discards because they significantly reduce incentives to highgrade. However, higher harvest levels resulting from technological change and uncontrolled effort creep can be detrimental to stocks.    
Monitoring and Enforcement 

The implementation of an ITEQ program can simplify management rules and regulations. ITEQs are more easily monitored and enforced than IFQ programs. Monitoring the number of days at sea can be fairly simple, especially when vessel monitoring systems (VMS) are mandatory for all program participants. Note that VMS is mandatory for all participants in the commercial reef fish fishery as implemented by Reef Fish Amendment 18-A. An ITEQ program that mandates VMS practically eliminates participants’ ability to cheat.  Such a system would boost fishermen’s confidence in the regulatory system and provide all participants with a level playing field. However, monitoring cost increases could result from the recurring evaluation of the relationship between effort and harvest.  

Other Issues

Equity and fairness issues resulting from granting exclusive access to a public resource to private entities can also be raised under an ITEQ.

ISSUES TO CONSIDER
See IFQ in the Previous Section

Regional Management to account for differences in species abundance 

Capital Stuffing Control Measures
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TABLES
Table 1:  Number of Vessels with Shallow or Deep Water Grouper Landings 

in the Gulf of Mexico (1993 – 2005)

	 
	Vertical Lines
	Longlines
	TOTAL

	1993
	923
	189
	1,112

	1994
	991
	195
	1,186

	1995
	895
	190
	1,085

	1996
	794
	183
	977

	1997
	836
	182
	1,018

	1998
	825
	169
	994

	1999
	832
	164
	996

	2000
	867
	182
	1,049

	2001
	809
	163
	972

	2002
	802
	166
	968

	2003
	767
	165
	932

	2004
	745
	164
	909

	2005
	671
	149
	820


Table 2: Annual Grouper Landings in the Gulf of Mexico

By Gear – (Thousand Pounds of Whole Weight) 

	 
	LONGLINES
	VERTICAL LINES
	Other Gears
	TOTAL

	Year
	Total 
	Grouper
	Total 
	Grouper
	Grouper
	Grouper

	 
	Landings
	Landings
	Landings
	Landings
	Landings
	Landings

	1993
	     6,632 
	     4,932 
	    12,137 
	     2,652 
	             813 
	        8,398 

	1994
	     6,786 
	     4,507 
	    12,826 
	     2,886 
	          1,147 
	        8,540 

	1995
	     7,256 
	     4,137 
	    11,961 
	     2,781 
	          1,248 
	        8,166 

	1996
	     7,899 
	     4,350 
	    11,876 
	     2,365 
	             683 
	        7,398 

	1997
	     7,634 
	     5,039 
	    12,696 
	     2,618 
	             879 
	        8,536 

	1998
	     7,221 
	     4,905 
	    13,087 
	     3,326 
	             473 
	        8,704 

	1999
	     8,740 
	     6,172 
	    13,449 
	     3,357 
	             956 
	      10,484 

	2000
	     8,285 
	     5,572 
	    13,260 
	     4,034 
	          1,331 
	      10,937 

	2001
	     8,892 
	     5,907 
	    13,777 
	     4,273 
	             994 
	      11,174 

	2002
	     8,971 
	     5,734 
	    14,486 
	     4,451 
	          1,164 
	      11,349 

	2003
	     9,639 
	     6,070 
	    13,583 
	     3,237 
	             874 
	      10,180 

	2004
	     9,560 
	     6,103 
	    13,288 
	     3,670 
	             912 
	      10,685 

	2005
	     7,991 
	     5,142 
	    11,113 
	     3,423 
	             691 
	        9,256 


Table 3: Shallow and Deep Water Landings in the Gulf of Mexico

By Gear – (Thousand Pounds of Whole Weight)

	 
	LONGLINES
	VERTICAL LINES

	Year
	Shallow
	Deep
	Shallow
	Deep

	 
	Water
	Water
	Water
	Water

	1993
	     4,269 
	        664 
	     2,389 
	        264 

	1994
	     3,435 
	     1,071 
	     2,639 
	        247 

	1995
	     3,082 
	     1,055 
	     2,597 
	        184 

	1996
	     3,636 
	        714 
	     2,219 
	        146 

	1997
	     3,974 
	     1,065 
	     2,407 
	        211 

	1998
	     4,073 
	        833 
	     3,081 
	        245 

	1999
	     5,043 
	     1,129 
	     3,071 
	        286 

	2000
	     4,226 
	     1,346 
	     3,795 
	        239 

	2001
	     4,877 
	     1,030 
	     4,066 
	        207 

	2002
	     4,831 
	        904 
	     4,197 
	        254 

	2003
	     4,650 
	     1,420 
	     2,928 
	        309 

	2004
	     4,942 
	     1,161 
	     3,459 
	        211 

	2005
	     4,225 
	        917 
	     3,224 
	        199 


Table 4: Average Shallow and Deep Water Grouper Landings Per Trip in the Gulf of Mexico By Gear (1993 – 2005) (Pounds of Whole Weight)

	 
	LONGLINES
	VERTICAL LINES

	Year
	Shallow
	Deep
	All
	Shallow
	Deep
	All

	 
	Water
	Water
	Groupers
	Water
	Water
	Groupers

	1993
	      2,833 
	        440 
	     3,273 
	        340 
	          38 
	        378 

	1994
	      1,922 
	        600 
	     2,522 
	        323 
	          30 
	        353 

	1995
	      1,701 
	        582 
	     2,283 
	        343 
	          24 
	        367 

	1996
	      2,074 
	        407 
	     2,481 
	        310 
	          20 
	        330 

	1997
	      2,184 
	        585 
	     2,769 
	        310 
	          27 
	        337 

	1998
	      2,477 
	        506 
	     2,984 
	        354 
	          28 
	        382 

	1999
	      2,935 
	        657 
	     3,592 
	        329 
	          31 
	        359 

	2000
	      2,328 
	        742 
	     3,070 
	        421 
	          26 
	        448 

	2001
	      2,784 
	        588 
	     3,371 
	        489 
	          25 
	        514 

	2002
	      2,784 
	        521 
	     3,305 
	        494 
	          30 
	        524 

	2003
	      2,533 
	        773 
	     3,306 
	        347 
	          37 
	        383 

	2004
	      2,952 
	        694 
	     3,646 
	        448 
	          27 
	        475 

	2005
	      3,003 
	        651 
	     3,654 
	        552 
	          34 
	        586 


Table 5: Annual Grouper Landings in the Gulf of Mexico 

Major Species - (Thousand Pounds of Whole Weight)

	 
	 
	 
	 
	GROUPER SPECIES
	 
	 
	 

	Year
	Red
	Black
	Gag
	Scamp
	Yellowedge
	Warsaw
	Speckled
	Snowy

	 
	 
	 
	 
	 
	 
	 
	Hind
	 

	1993
	      5,509 
	        860 
	        669 
	        249 
	          624 
	        119 
	          19 
	          95 

	1994
	      5,297 
	        789 
	        743 
	        233 
	       1,012 
	        108 
	          32 
	        114 

	1995
	      4,955 
	        815 
	        787 
	        261 
	          967 
	          84 
	          27 
	        113 

	1996
	      4,652 
	        819 
	        732 
	        255 
	          651 
	          73 
	          19 
	          94 

	1997
	      5,186 
	        770 
	        841 
	        325 
	          935 
	        104 
	          41 
	        123 

	1998
	      4,534 
	      1,207 
	      1,506 
	        275 
	          735 
	        127 
	          31 
	        132 

	1999
	      6,487 
	        832 
	      1,378 
	        286 
	          971 
	        205 
	          32 
	        130 

	2000
	      6,409 
	        874 
	      1,647 
	        234 
	       1,190 
	        123 
	          42 
	        153 

	2001
	      6,212 
	      1,048 
	      2,282 
	        314 
	          850 
	        106 
	          43 
	        175 

	2002
	      6,561 
	      1,050 
	      2,184 
	        312 
	          747 
	        185 
	          35 
	        139 

	2003
	      5,243 
	        807 
	      1,992 
	        349 
	       1,138 
	        221 
	          70 
	        256 

	2004
	      5,898 
	        843 
	      2,197 
	        343 
	          941 
	        140 
	          69 
	        186 

	2005
	      5,311 
	        601 
	      1,866 
	        321 
	          708 
	        124 
	          64 
	        160 


Table 6: Nominal Annual Grouper Revenues in the Gulf of Mexico

By Gear (Thousand Dollars)

	 
	LONGLINES
	VERTICAL LINES
	Other Gears
	TOTAL

	Year
	Total 
	Grouper
	Total 
	Grouper
	Grouper
	Grouper

	 
	Revenues
	Revenues
	Revenues
	Revenues
	Revenues
	Revenues

	1993
	       9,299 
	       8,176 
	      18,881 
	      4,641 
	          1,311 
	    14,127 

	1994
	      10,030 
	       8,309 
	      20,661 
	      5,470 
	          1,987 
	    15,766 

	1995
	       9,546 
	       7,429 
	      19,582 
	      5,213 
	          2,075 
	    14,718 

	1996
	      10,664 
	       8,420 
	      20,046 
	      4,879 
	          1,266 
	    14,565 

	1997
	      11,702 
	       9,826 
	      21,397 
	      5,373 
	          1,587 
	    16,787 

	1998
	      11,353 
	       9,731 
	      24,584 
	      7,118 
	             895 
	    17,744 

	1999
	      14,182 
	      12,250 
	      24,417 
	      7,081 
	          1,795 
	    21,126 

	2000
	      14,302 
	      11,896 
	      25,827 
	      8,699 
	          2,544 
	    23,139 

	2001
	      14,828 
	      12,549 
	      27,013 
	      9,388 
	          1,932 
	    23,870 

	2002
	      14,072 
	      11,727 
	      27,997 
	      9,452 
	          2,146 
	    23,325 

	2003
	      15,897 
	      13,462 
	      26,701 
	      7,368 
	          1,752 
	    22,582 

	2004
	      16,418 
	      13,247 
	      26,794 
	      8,232 
	          1,773 
	    23,251 

	2005
	      14,479 
	      11,711 
	      24,235 
	      8,102 
	          1,440 
	    21,253 


Table 7: Inflation Adjusted Annual Grouper Revenues in the Gulf of Mexico

By Gear (Thousand 2005 $)

	 
	LONGLINES
	VERTICAL LINES
	Other Gears
	TOTAL

	Year
	Total 
	Grouper
	Total 
	Grouper
	Grouper
	Grouper

	 
	Revenues
	Revenues
	Revenues
	Revenues
	Revenues
	Revenues

	1993
	    12,703 
	    11,168 
	    25,792 
	     6,339 
	          1,791 
	    19,298 

	1994
	    13,504 
	    11,187 
	    27,817 
	     7,365 
	          2,675 
	    21,226 

	1995
	    12,733 
	     9,909 
	    26,119 
	     6,953 
	          2,768 
	    19,631 

	1996
	    13,743 
	    10,851 
	    25,833 
	     6,287 
	          1,631 
	    18,769 

	1997
	    14,645 
	    12,298 
	    26,779 
	     6,725 
	          1,986 
	    21,008 

	1998
	    14,344 
	    12,293 
	    31,059 
	     8,993 
	          1,131 
	    22,417 

	1999
	    17,785 
	    15,362 
	    30,620 
	     8,880 
	          2,251 
	    26,493 

	2000
	    17,162 
	    14,275 
	    30,992 
	    10,439 
	          3,053 
	    27,767 

	2001
	    17,037 
	    14,420 
	    31,039 
	    10,787 
	          2,220 
	    27,427 

	2002
	    16,090 
	    13,408 
	    32,012 
	    10,807 
	          2,453 
	    26,669 

	2003
	    17,480 
	    14,803 
	    29,360 
	     8,102 
	          1,927 
	    24,831 

	2004
	    16,805 
	    13,559 
	    27,426 
	     8,426 
	          1,815 
	    23,800 

	2005
	    14,479 
	    11,711 
	    24,235 
	     8,102 
	          1,440 
	    21,253 


Table 8: Average Nominal and Real (2005 Dollars) Grouper Revenues per Trip

in the Gulf of Mexico – By Gear (1993-2005)

	 
	LONGLINES
	VERTICAL LINES

	Year
	Nominal
	Real
	Nominal
	Real

	 
	Revenues
	Revenues
	Revenues
	Revenues

	1993
	      5,425 
	     7,411 
	        661 
	        903 

	1994
	      4,650 
	     6,260 
	        669 
	        901 

	1995
	      4,100 
	     5,469 
	        687 
	        917 

	1996
	      4,803 
	     6,190 
	        681 
	        877 

	1997
	      5,399 
	     6,757 
	        693 
	        867 

	1998
	      5,919 
	     7,478 
	        817 
	     1,033 

	1999
	      7,131 
	     8,942 
	        758 
	        950 

	2000
	      6,554 
	     7,865 
	        965 
	     1,158 

	2001
	      7,163 
	     8,230 
	     1,129 
	     1,297 

	2002
	      6,759 
	     7,728 
	     1,112 
	     1,272 

	2003
	      7,332 
	     8,062 
	        873 
	        960 

	2004
	      7,913 
	     8,100 
	     1,066 
	     1,091 

	2005
	      8,323 
	     8,323 
	     1,388 
	     1,388 


Table 9: Nominal Annual Average Grouper Prices in the Gulf of Mexico

in Dollars per Pound of Whole Weight (1993-2005)

	 
	 
	 
	 
	GROUPER SPECIES
	 
	 
	 

	Year
	Red
	Black
	Gag
	Scamp
	Yellowedge
	Warsaw
	Speckled
	Snowy

	 
	 
	 
	 
	 
	 
	 
	Hind
	 

	1993
	1.59
	1.83
	2.01
	2.02
	1.87
	1.33
	1.52
	1.67

	1994
	1.74
	1.99
	2.16
	2.2
	2.04
	1.44
	1.74
	1.81

	1995
	1.68
	2.07
	2.17
	2.24
	2.02
	1.48
	1.68
	1.82

	1996
	1.84
	2.18
	2.28
	2.32
	2.2
	1.66
	1.78
	1.9

	1997
	1.84
	2.16
	2.31
	2.32
	2.19
	1.74
	1.79
	1.92

	1998
	1.87
	2.2
	2.32
	2.34
	2.35
	1.81
	1.78
	1.97

	1999
	1.89
	2.21
	2.35
	2.34
	2.29
	1.8
	1.81
	1.96

	2000
	1.97
	2.3
	2.45
	2.47
	2.44
	1.77
	1.85
	2.04

	2001
	1.93
	2.34
	2.42
	2.44
	2.55
	1.81
	1.84
	2.1

	2002
	1.86
	2.34
	2.35
	2.37
	2.53
	1.82
	1.77
	2.06

	2003
	2.01
	2.44
	2.54
	2.53
	2.51
	1.86
	1.88
	2.13

	2004
	1.97
	2.45
	2.49
	2.5
	2.46
	1.86
	1.95
	2.14

	2005
	2.1
	2.59
	2.62
	2.63
	2.57
	2.04
	2.09
	2.23


Table 10: Inflation Adjusted Annual Average Grouper Prices in the Gulf of Mexico

in 2005 Dollars per Pound of Whole Weight (1993-2005)

	  
	 
	 
	 
	GROUPER SPECIES
	 
	 
	 

	Year
	Red
	Black
	Gag
	Scamp
	Yellowedge
	Warsaw
	Speckled
	Snowy

	 
	 
	 
	 
	 
	 
	 
	Hind
	 

	1993
	2.17
	2.50
	2.75
	2.76
	2.55
	1.82
	2.08
	2.28

	1994
	2.34
	2.68
	2.91
	2.96
	2.75
	1.94
	2.34
	2.44

	1995
	2.24
	2.76
	2.89
	2.99
	2.69
	1.97
	2.24
	2.43

	1996
	2.37
	2.81
	2.94
	2.99
	2.84
	2.14
	2.29
	2.45

	1997
	2.30
	2.70
	2.89
	2.90
	2.74
	2.18
	2.24
	2.40

	1998
	2.36
	2.78
	2.93
	2.96
	2.97
	2.29
	2.25
	2.49

	1999
	2.37
	2.77
	2.95
	2.93
	2.87
	2.26
	2.27
	2.46

	2000
	2.36
	2.76
	2.94
	2.96
	2.93
	2.12
	2.22
	2.45

	2001
	2.22
	2.69
	2.78
	2.80
	2.93
	2.08
	2.11
	2.41

	2002
	2.13
	2.68
	2.69
	2.71
	2.89
	2.08
	2.02
	2.36

	2003
	2.21
	2.68
	2.79
	2.78
	2.76
	2.05
	2.07
	2.34

	2004
	2.02
	2.51
	2.55
	2.56
	2.52
	1.90
	2.00
	2.19

	2005
	2.10
	2.59
	2.62
	2.63
	2.57
	2.04
	2.09
	2.23


Table 11: United States Annual Snappers and Groupers Imports 

Thousand Pounds, Nominal ($1,000) and Real (2005$ 1,000) Values

	 
	FRESH SNAPPERS
	FROZEN SNAPPERS
	FRESH GROUPERS
	FROZEN GROUPERS

	 
	Pounds
	Nominal
	Real
	Pounds
	Nominal
	Real 
	Pounds
	Nominal
	Real 
	Pounds
	Nominal
	Real 

	Year
	 
	Value
	Value
	 
	Value
	Value
	 
	Value
	Value
	 
	Value
	Value

	1991
	    10,792 
	     16,030 
	    22,449 
	      1,678 
	      2,193 
	      3,070 
	      5,572 
	      6,110 
	      8,556 
	      3,871 
	      3,815 
	      5,342 

	1992
	    12,227 
	     18,966 
	    25,913 
	      2,365 
	      2,825 
	      3,860 
	      7,132 
	      9,038 
	    12,348 
	      1,513 
	      1,796 
	      2,453 

	1993
	    13,967 
	     19,555 
	    26,713 
	      2,107 
	      2,724 
	      3,721 
	      6,912 
	      9,370 
	    12,799 
	      1,058 
	      1,188 
	      1,623 

	1994
	    12,380 
	     18,211 
	    24,518 
	      1,517 
	      2,032 
	      2,736 
	      7,641 
	    10,191 
	    13,721 
	        473 
	        465 
	        627 

	1995
	    15,680 
	     23,503 
	    31,348 
	      1,412 
	      1,867 
	      2,491 
	    10,427 
	    12,397 
	    16,536 
	        697 
	        726 
	        968 

	1996
	    20,927 
	     33,206 
	    42,792 
	      1,687 
	      2,145 
	      2,765 
	      9,802 
	    11,616 
	    14,969 
	        532 
	        560 
	        721 

	1997
	    24,244 
	     37,216 
	    46,576 
	      2,283 
	      2,786 
	      3,486 
	    12,549 
	    16,550 
	    20,713 
	      1,195 
	      1,408 
	      1,762 

	1998
	    22,194 
	     34,657 
	    43,784 
	      2,882 
	      4,036 
	      5,099 
	    12,929 
	    18,621 
	    23,525 
	        772 
	      1,146 
	      1,448 

	1999
	    22,824 
	     34,870 
	    43,728 
	      2,684 
	      3,664 
	      4,595 
	      9,191 
	    14,478 
	    18,156 
	        661 
	        899 
	      1,127 

	2000
	    24,496 
	     37,859 
	    45,431 
	      5,496 
	      8,450 
	    10,140 
	      8,084 
	    15,575 
	    18,690 
	        636 
	      1,068 
	      1,282 

	2001
	    25,230 
	     40,830 
	    46,914 
	      7,610 
	      9,650 
	    11,088 
	      5,857 
	    10,739 
	    12,339 
	        758 
	        941 
	      1,081 

	2002
	    25,619 
	     42,958 
	    49,117 
	      8,399 
	    11,212 
	    12,819 
	      7,689 
	    14,122 
	    16,146 
	        851 
	      1,110 
	      1,269 

	2003
	    27,043 
	     45,124 
	    49,617 
	      9,013 
	    12,689 
	    13,952 
	      7,214 
	    13,719 
	    15,085 
	      1,184 
	      1,701 
	      1,870 

	2004
	    26,274 
	     46,757 
	    47,860 
	      8,513 
	    12,158 
	    12,445 
	      7,010 
	    14,923 
	    15,275 
	      1,312 
	      1,712 
	      1,752 

	2005
	    27,530 
	     52,108 
	    52,108 
	    12,703 
	    19,395 
	    19,395 
	      8,395 
	    19,934 
	    19,934 
	      1,108 
	      1,645 
	      1,645 


�Rationalization is defined as “a management plan that results in an allocation of labor and capital between fishing and other industries that maximizes the net value of production.” (Fina, 2003)   


Overcapacity “is defined as the difference between harvesting capacity and a management target catch level (TCL) given the stock conditions associated with that TCL. Excess capacity is defined as the difference between harvest capacity and actual harvests”  (Terry and Kirkley, 2006)
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