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DISCUSSION DOCUMENT FOR RED SNAPPER ALLOCATION 
I- INTRODUCTION
In recent years, the insufficient recovery of the red snapper stock has contributed to increasingly restrictive management measures and lower total allowable catch (TAC) in the red snapper fishery in the Gulf of Mexico. An interim rule enacted in April 2007 decreased red snapper TAC from 9.12 million pounds (MP) to 6.5 MP (NMFS, 2007). Joint Reef Fish/Shrimp Amendment 24/14 (GMFMC, 2007), currently under review, is set to further decrease TAC to 5.0 MP.  Along with a lower TAC, the joint amendment would establish lower bag limits and a shorter recreational fishing season. In the commercial sector, participants in the recently implemented IFQ program would receive IFQ shares much smaller than previously expected amounts.   
The current allocation of the red snapper TAC between the recreational and commercial sectors in the Gulf of Mexico was formally set in Amendment 1 to the Reef Fish FMP (GMFMC, 1989). Based on historical catch records between 1979 and 1987, Amendment 1 allocated 51 percent and 49 percent of the red snapper TAC to the commercial and recreational sectors, respectively. The heightened scarcity of the red snapper resource and real or perceived relative changes in economic benefits derived from competing fisheries have prompted several fishery participants and Council members to request a reallocation of the red snapper TAC.      
II - PURPOSE AND NEED
This document was initiated in response to a motion passed by the Gulf Council at its June 2007 meeting.  As allocation issues are further discussed, it is expected that the Council will more explicitly state its rationale establishing the purpose and need for a reallocation of the red snapper TAC between the commercial and recreational sectors. In general, problems and issues in discussion include changing commercial and recreational fishing participation patterns and an allocation set more than 15 years ago, based on outdated data. A reallocation of the red snapper resource using updated time series could potentially better reflect recent changes in participation patterns and relative changes in economic value, if any.       
III – RED SNAPPER QUOTAS AND HARVEST LEVELS 
This section presents historical red snapper landings by sector and compares each sector’s landings to its allotted portion on the TAC. Recreational quotas and landings are illustrated in Figure 1. Expressed in percentage points, differences between recreational red snapper landings and quota are presented in Figure 2. In three out of 15 years, annual recreational red snapper landings were below the sector’s allotted share. During remaining 12 years, recreational landings were above the sector’s quota. Between 2000 and 2005, differences between recreational landings and quotas ranged from a 13.6 % overage to a 26.6% underage. 

Figure 1: Recreational Red Snapper Quota and Landings in 
the Gulf of Mexico (in Pounds)  1991-2005
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Figure 2: Difference between Recreational Red Snapper Landings and Quota 

in the Gulf of Mexico (in Percent) 1991 – 2005 

[image: image2.emf]1991


1993


1995


1997


1999


2001


2003


2005


0


1


2


3


4


5


6


7


Million lbs


 Quota   


 Landings




1991 1993 1995 1997 1999 2001 2003 2005

0

1

2

3

4

5

6

7

Million lbs

 Quota     Landings


Commercial red snapper landings and quotas are illustrated in Figure 3. Commercial red snapper overages and underages are presented in Figure 4. In five out of the 15 years considered, commercial red snapper harvests fell below the commercial quota. Commercial landings exceeded the sector’s quota during the remaining 10 years. Between 2000 and 2005, differences between commercial harvest levels and quotas ranged from a 4.1 % overage to a 13.1 % underage. 
Figure 3: Commercial Red Snapper Quota and Landings in 

the Gulf of Mexico (in Million Pounds)  1991-2005
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Figure 4:  Difference between Commercial Red Snapper Landings and Quota

in the Gulf of Mexico (in Percent) 1991 – 2005
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Amendment 1 specified a 51/49 split of the red snapper TAC between the commercial and recreational sectors. However, recorded landings have, in most years, deviated from the mandated apportionment. Between 1991 and 2005, recreational red snapper landings ranged from 40.4 to 65.2 percent of red snapper landed in the Gulf of Mexico. During the same period, commercial harvests fluctuated from 34.8 to 59.6 percent. Figure 5 compares commercial and recreational red snapper landings. 
Figure 5: Recreational and Commercial Red Snapper Landings in the Gulf of Mexico 1991 – 2005 (in Percent)
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IV - ALLOCATION METHODS
Allocation methods that are considered in this discussion paper are based on the four approaches to fishery resource allocation identified in Edwards and Nelson (2006), i.e., catch-based, valuation-based, negotiation-based, and, market-based approaches. Subsequent sections briefly discuss each approach and presents additional issues to consider. 
METHOD 1: Catch-Based Allocation  

Under a catch-based approach, (re)allocation of the red snapper TAC would be based on historical landing records. Each sector would be granted a share or quota corresponding to the percentage of the TAC that it harvested over a given time period. In the Gulf of Mexico, this allotment method has generally been used to allocate TACs between the recreational and commercial sectors. The current allocation of red snapper between commercial and recreational fishermen is based on landings covering the 1979-1987 timeframe. Assuming the availability of reliable and complete data series, implementation of this allotment approach is fairly straightforward and inexpensive.  
  
ISSUES TO CONSIDER

Data Availability and Reliability

Base Years
Optimal Allocation
Review Frequency 
Compensation Issues
METHOD 2: Negotiation-Based Allocation  

Negotiation-based methods can be used to apportion resources between competing user groups. Red snapper allocations to the commercial and recreational sectors in the Gulf of Mexico could be determined based on an agreement between negotiators mandated by each sector. Negotiations could be facilitated by professional mediators. Fishery management organizations, which would implement and enforce the allocation agreement, would supervise the entire process. The selection of representative negotiators, especially for the private recreational sector, appears to be one of the difficulties associated with this approach. For the recreational for-hire and commercial sectors, which are both managed under a limited access system, permit holders could elect representatives. However, the selection of negotiators for the private recreational sector may be complicated by current difficulties in identifying the population of private anglers (universe) that would select representatives.   
ISSUES TO CONSIDER

Selection of Negotiators (Appointment, Elections…)

Time frame for negotiations

Recourse if negotiation fails

Council’s Role (Negotiation facilitation)
Review Frequency 

Data Availability and Reliability

Costs

METHOD 3: Valuation-Based Allocation  

Socio-economic valuation methods are routinely used to determine the optimal allocation of a resource between competing uses or user groups. In allocating red snapper TAC between the commercial and recreational sectors, valuation methods would help to determine the optimal allocation, i.e., the apportionment that would correspond to the maximum level of net benefits to the Nation. The determination of this optimum rests on equating marginal net benefits across sectors. The optimum is reached when net benefits derived from the last red snapper harvested in the recreational sector equal net benefits derived from the last red snapper landed by the commercial sector. The legitimacy of valuation-based resource (re)allocation policies is conditioned by the validity and precision of estimated net benefit functions. While the approach is fairly straightforward in theory, its practical application to fisheries resource allocation issues is often limited by insufficient data.    
ISSUES TO CONSIDER

Intra-sector Allocation

Data Availability and Reliability
Precision of Benefit Estimates 

Compensation Issues

Review Frequency (Valuation Update)  
METHOD 4: Market-Based Allocation  

Market forces could be used to reallocate red snapper resources between the commercial and recreational sectors. Under this approach, the commercial and recreational sectors could freely trade shares of allocation. Market-based (re)allocations are self-adjusting processes, responding to available information and market signals. It is expected that, for well functioning markets, including low transaction costs, this approach would result in an optimal allocation of red snapper resources because each fish will be put to its highest valued use. By contrast, resource allocations based on valuation methods, which can also be expected to achieve an optimal allocation, are a two-step process. First, the allocation corresponding to the maximum economic value, as measured by socio-economic net benefits, is determined. Then, managers establish regulatory measures expected to achieve the optimum. The expected quality of property rights (or privileges) granted to allocation recipients (sectors or individual), including their confidence in the ability to strictly enforce resulting allocation, would have a determining impact on their willingness to acquire additional shares of allocation. 
ISSUES TO CONSIDER
Preliminary definition of property rights

Who would be market participants?
Transaction Costs (Ease of Trade)
Management of Fluctuating Allocations
Role of Management Agency
Social Considerations

Data Availability and Reliability

V - ADDITIONAL DISCUSSION ITEMS
Allocation Guidelines – Framework

At its October 1-2, 2007 meeting in St Petersburg, Florida, the SSC has suggested the establishment of a set of guidelines to initiate and evaluate resource (re)allocation. Guidelines could address several aspects of the allocation process including, the recommended allocation methods and procedures, review frequency.  The establishment of allocation guidelines may be particularly helpful if the Council plans to evaluate existing allocations and/or reallocate resources in several fisheries under its jurisdiction. 
Compensation Mechanisms
Assuming that a proposed reallocation increases net National benefits, the sector that stands to receive an increased share of the resource could compensate the other sector for its loss and still be better off. This is possible because additional benefits generated by the increase in resource allocation are greater than losses due to the corresponding reduction in allocation. 
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