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Abst ract

This is a theoretical/conceptual contribution but it is related to
fisheries.

Many conmon properties around the world have become scarce and potentially
val uabl e because of increased population, and inproved technologies: water
forests, grazing lands, waterfow, mammals, reptiles, fisheries, the radio and
TV spectrum geo-stationary satellite positions, airport take-off and |anding
slots, the-air-we-breathe, the-gene-pool, etc. Wwo is going to benefit from
these common resources? These scarce comon resources can not be val uable
unless one has title to them- - title over their entire range during their
lives. After establishing jurisdictionandtitle there is the political
deci sion or consensus as to who benefit from these scarce common resources.
This is followed by the legislative and executive decisions to set up and
operate the institutions to carry out the political decision or consensus as to

0 benefits.
These comon resources can be cl assified according to use

1. required for sustaining life,

2. contingency for later unspecified use,

3. recreation, or

4. commerci al .
This allocation, according to use, will change over time as popul ation and
technol ogi es change. One political decision: |Is the allocation done once for
all time or continuous over time? Wat are the problems and consequences?
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| :
. Value equals demand m nus costs : -

| The value of conmon property in situ is not equal to the value added; is
equal to the economc rent or potential economc rent.
| Demand is a function of population, income, and tastes and preferences.

Pdpulation and incone have been increasing while tastes and preferences can go
ehther up or down. Therefore demand usually goes up

Costs are a function of technol ogy; managenent, research, and enforcenent;
and prices of inputs. Prices of inputs can go up or down. Technol ogy can
result in cost reduction, or increased product or service, or market
increasing. Exanples of cost reduction include: sailing vessels to mechanica
power; hand |abor to power blocks; automatic |ongliners, shrinp peelers, and
crab pickers; monofilament gill nets; transponders; nore efficient aircraft;
etc.

|
| Exanples of increased product or service include: [larger aircraft; drip
underground irrigation; geostationary satellites positioned closer together

wi thout interference; shrinping with pots in deeper and hazardous areas; and
squnp aquacul ture. -

Surim and blackened drum are exanples of increasing the narket.

|

| Costs are usually going down, therefore value in situ is usually going up.
IIL Who benefit? Which cones first? The political process or the appropriate
| institutions? The chicken or the egg?

| Different institutions direct the value to different beneficiaries or
conbi nations of beneficiaries. Cosed seasons benefit suppliers |ike boat
bui |l ders and buil ders of excess processing plants and fishing gear.

| Limted entry benefits users or resource owners (citizens).

| Lotteries, or first come/first served, are forns of |imted entry which
benefit users (See Table 1). If these properties are transferable rights
forever, then only current users benefit at the expense of future users because
they receive the capitalized value of all future net returns. |f these
properties are time-limted privileges all users benefit equally (both current
wid future).

| Limted entry with bidding benefits resource owners (citizens).
|

A system of adm nistered prices is a third alternative method of allocating
flow resources to users. UWsers of grazing |ands have ﬁaid adm ni stered prices
since the Taylor Gazing Act. Experience shows that these adm nistered prices
have not kept pace with real prices. As a result, the difference between | ower
adm ni stered prices and higher real prices has been capitalized into the val ue
of the grazing-cowunit allocation. Adm nistered prices are easier to use if
there is a parallel private market as there is for grazing lands and timber
st unpage.
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Taxes benefit taxpayers.

|

\ . .

| Inreality these flow resources were first abundant,
Ia'|ssez faire institution.

requiring only a

 As popul ations and incones grew and technol ogy inproved, _
fl ow resources became scarce. (Over fishing and collapse of stocks.) Having a
cl osed season was an easy institution to ration these scarce resources.

t hese abundant

| The reali ty of closed seasons, however, becane politically unacceptable.
(Some year-round comrercial fisheries were only open 1 day or a few days:

Pacific halibut, North Pacific herring, yellowfin tuna in the Eastern Tropical
Pacific; or for hours: North Pacific herring roe fishery.)

‘Chicken. Egg. Chicken. Egg. Etc.
|

. W th abundant resources |aissez faire institutions could handle the
fisheries allocation issues until about 1920. Then the political process

changed the allocation institutions to closed seasons,

i mit

on the size of

vessel, limit on the size of trip harvest, mi ni mum nunber of days in port,

etjc. (See Chart 1.) This situation was in effect from about

1920 to 1972.

Then the political process created |i mted entry with such exanples as the

British Columbia vessel |icenses and Al aska fishing gear
2.) By about 1988 the political process devel oped individual

quotas (ITGs), another formof licenses. How long will
political process will develop bidding? (See Chart 4.)
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licenses. (See Chart

transferabl e

it be before the
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The size of the annual economc rent (value in situ) is a function of the
shadow | abor prices of all future bidding producers. he |ower the shadow
prices the higher the annual econom c rent.

The size of the present value of all future annual economc rents is a
function of expected value of these future annual econom c rents and the
margi nal interest or discount rates facing the bidders. (If future annua
econom c rents are expected to be equal to current annual economc rents and
interest rates facing bidders is 10 percent, then the present val ue of al
future annual economc rents is equal to 10 times the annual econom c rent.
Wth 5 percent it is 20 ti mes the annual econom c rent.)

I11. Devel oping bidding institutions

Characteristics to consider when devel oping bidding institutions include
the economic |life of the user investnment and the user’'s discount rates. These
could include the life of the aircraft, fishing vessel or gear, satellite,
irrigation canals, TV and radio licenses, production buildings and facilities,
grazing-cow-unit, etc. (Based on depreciation rates, |ength of nortgages, etc.)

Di scount rates of users must be conpared with discount rates of federal or
provincial/state government owners. User discount rates are nearly al ways
greater than the discount rates of the federal or provincial/state governments.

The generated flow of funds can be used for:

a. The general fund of the provincial/state or federal government;

b. Research, adm nistration, and enforcement costs of fisheries
managenent ?

c. Social benefits for fishers such as health insurance (United States)
and retirement credits; and/or

d. Increasing the value of abundant | ower-val ued resources.

The political process nmust be used to devel op a consensus on who society
wants to benefit fromthe flow of scarce val uable resources. Then the
institutions to deliver those benefits nust be devel oped and put into place.
Then the institutions nust be fine-tuned to deliver the political will.



