








Introduction

Individual Fishing Quotas—The classic papers by Gordon (1953, 1954) and Scott (1955, 1979, and
1988), among others, reasoned that the multiplicity of users characteristic of open access commercial
fisheries would dissipate potential resource rents in a race for fish whereas a sole owner endowed with
comprehensive property rights would, acting as a monopolist, harvest the stock in such a way to capture
the available rent. Because sole ownership was not politically feasible, economists began to explore
alternatives that might achieve comparable benefits. Entry limitation emerged as a politically feasible
alternative to sole ownership that was argued to potentially achieve comparable efficiency gains (Christy
and Scott, 1965; Gulland and Robinson, 1973). Based on these arguments, several limited entry schemes
were implemented in the 1970’s. However, it quickly became apparent that where there existed
unrestricted inputs that were at least imperfect substitutes for the restricted input(s), entry limitation per se
could not control the race for fish and dissipation of resource rents (Rettig and Ginter, 1978; Adasiak,
1979; Fraser, 1979; Meany, 1979; Pearse and Wilen, 1979; Wilen, 1979).

This led most economists to recommend abandonment of input controls (such as entry limitation) in favor
of output controls in the form of individual quotas (Moloney and Pearse, 1979; Pearse 1980; Morey,
1980). Individual Fishing Quotas (IFQs) are allocations of fish harvesting quotas to individuals or firms,
specifying that a certain amount of fish or shellfish of a certain species may be caught in a specific area
during a specific time frame. [FQs are best suited to fisheries managed by setting a Total Allowable Catch
(TACQ). Indeed, IFQs are usually expressed as shares of the TAC, so that the amount of fish that can be
harvested for a given share of quota fluctuates with changes in the level of the TAC." The TAC is usually
determined on an annual basis by applying a target exploitation rate to an estimate of the current stock
size. Determining the target exploitation rate and measuring the stock size are both subject to considerable
uncertainty because of large variability in the relationship between stock size and subsequent recruitment
and to general difficulty of accurately counting and measuring fish in the wild. Wilen (1985) and Scott
(1988), among others, argue that the set of individuals endowed with IFQs will behave in a manner
analogous to the sole owner. This conclusion is driven by the assumptions that the harvest right is secure,
that cheating does not occur, that there are no unique spatial or temporal concentrations that could lead to
a race for fish, and that any returns to scale are captured. Some authors (e.g. Johnson and Libecap, 1982;
and Keen, 1983), drawing on the property rights literature (e.g. Demsetz, 1967; Cheung, 1970; and De
Alessi, 1980), argue that usufructuary harvest rights without authority to independently determine harvest
levels, are insufficient to induce the resource stewardship expected under sole-ownership.

IFQs are defined in the Magnuson-Stevens Fishery Conservation and Management Act (MSFCMA) as
limited access permits to harvest quantities of fish. They represent quasi-privatization of the fisheries, in
that permittees hold exclusive privileges with some of the attributes of private property—such as the
privilege to decide when and how to use the quota shares—but not others, including ownership of the
resource itself or the ability to decide how much of the resource can be harvested in aggregate. The latter
remains the domain of state and federal governments, which have responsibilities to manage fishery
resources for the public in terms of broad public welfare conceptions and the more specific obligations
implied by the public trust doctrine.’

Several IFQ programs were implemented during the 1980°s and 1990’s, including three in the U.S.: Mid-
Atlantic Surf Clam-Ocean Quahog (MAFMC 1990); South Atlantic Wreckfish (SAFMC 1992); and,
North Pacific Halibut-Sablefish (NPFMC 1995). Two additional [FQ programs: Gulf of Mexico Red
Snapper (GFMC 1995) and Pacific Sablefish (PFMC 1995) were approved by their respective regional

! Although the TAC in IFQ fisheries is usually expressed in weight (biomass), the Wisconsin lake trout IFQ is expressed in number of fish.

? Confusion between general “public interest” mandates and the “public trust doctrine” is widespread. On the latter generally see McCay (1998),
on the relationship between the latter and IFQs see Macinko (1993), and for an attempt to bridge between the two concepts see NRC (1999).
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