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DR. CHRISTY: Yes. Japan and Canada got 15 percent of the share. But why not go to a sole owner
idea? I mean, that would relieve all these problems. Who would the sole owner be? You can't give
all the resources to one individual or one corporation. I mean, you could conceivably. Bill Gates could
take it over. He's done other things like this.

MR. SMITH: Give it to the Pribilov fur seal industry.

DR. CHRISTY: I'm talking about all the fisheries. Assume that all New England fisheries are now
owned by an agency. And that agency has the right, the incentive, and the objective of maximizing the
profits from those fisheries. It can determine who will fish -1 mean, it will contract for labor, contract
the vessels. What bothers you about that?

MR. LEAL: Well, I guess my familiarity with agencies like the National Forest Service and others
that keep a part of the revenues they generate but are not residual claimants - they do a horrible job.

DR. FIELD: Well, suppose you made them a residual claimant?

MR. LEAL: Then I would say yes from my experience with state school trust lands, where Social
Security recipients act as claimants. If they said, "You will make a profit from the income from these
fisheries," and it goes into the Social Security fund or whatever, then I'd feel a little more comfortable
with it. I would say, on its ownmerits, the government itself would nothave any incentive to maximize
the rents.

DR. CHRISTY: We'd give them that incentive. It would be a management agency and the
management agency would have some overseers. The overseers would be there to ensure that
everything the agency does is to maximize the profits for the fishermen.

DR. FIELD: Chris, but what you're doing is just sort of, all of a sudden, abstracting all of the political
stuff out of the picture.

DR. CHRISTY: Of course.

DR. FIELD: And if that were easy, if we could do that, then we wouldn't be here.

DR. CHRISTY: Well, I know. But, I mean, we're dealing with political stuff and I'm just reversing
the procedure. Instead of privatizing it, let's publicize it.

MR. LEAL: Socialize it.

DR. FIELD: But, no, no, you're privatizing it, but just in a different way. You're taking out the
political aspect.

DR. SCHLAGER: He's just creating a monopoly.

DR. CHRISTY: There was an arrangement like this in the Maldives, where there was a fishery for
tuna, all of which was processed in the Maldives and exported. The state trading organization would



buy from the fishermen at one price and sell it at twice the price on the open market. It was a very
efficient arrangement but they decided to get rid of it.

If we examine this approach, maybe it'll be helpful in examining the alternatives. Once they socialize
it, what's the problem with socializing it? It might be helpful in figuring out how you want to or why
you want to privatize and what are the impediments to doing it.

DR. FIELD: I think a major reason against doing it that way is that that will lock it in - you'll never
change it again. And if something comes up so that calls for smaller groups to work on a fishery, or
a technological change - barbed wire in the ocean or something like that—that calls for changes in the
structure of the management groups, that won't happen.

DR. CHRISTY: I don't know. Maybe it's more likely to happen. Maybe if you want to develop the
fantasy ideas of putting giant tubes in the ocean to bring the deep, nutrient-rich, water to the surface,
who's going to invest in that? As a matter of fact, I do know somebody who's going to invest in that.
There's a guy that called me the other day that has -

MR. LEAL: Tyson's.

DR. CHRISTY: Not Tyson's. Somebody. He has a lease for something like 2,000 square miles in
the Pacific, and he's going to seed it with some kind of chemicals which are going to change the whole
structure and allow phytoplankton to grow up. That's private capital attempting to do that.

])R. FIELD: Well, suppose you had one management agency managing all the lobsters in Maine.

DR. CHRISTY: I wouldn't leave it to a single species.

][)R.FIELD: Welljust for purposes of the discussion. I mean, that's too big. It's because the resource
i )ught to be managed, probably, in more localized groups.

DR. CHRISTY: But they would have the information, presumably, to know which area should be
fished at which time, and they could send their vessels out, with their traps, to the various areas, to do
that.

DR. FIELD: Only if you could be assured that that's the way they'd make decisions. But if you had
a big, essentially public, agency like that, that's not the way they'd make decisions.

DR. CHRISTY: We don't know that We're making a lot of assumptions about public agencies which
are not necessarily true. Public agencies surely do not function very well in many cases. But that's
not necessarily the fault of having a public agency; it's the way a public agency is managed. It's not
endemic that that public agency is going to be mismanaged.

I'm just trying to tackle you guys here.

MR. LEAL: Well, I guess the red flags that come up to me are the incentives. I would like to take
your model and say, why not a corporation, a profit-making corporation that sends out contracts to
fishermen and says, "You will go catch this many fish."



DR. CHRISTY? And the CEO gets rewarded on the basis of the net profit.

MR. LEAL: And if they want to cut back on harvests this year because the price is low or because
the abundance offish is not high enough and it's getting too costly to fish, they can capture the gains
from that decision down the road.

DR. CHRISTY: Let me ask you a separate question. A friend of mine and I were talking the other
day about quotas and how you value the quota. It's very difficult to determine what the value of the
quota is and the value of the rent of the fishery. Ragnar Arneson has said you could manage the fishery
simply on the basis of monitoring the sale value of the quotas. That is, you can adjust the quota on an
incremental basis until you reach the maximum rent, and you don't need the biological information at
all.

The question that we were talking about was, maybe the information on an annual basis is not sufficient
to know what the value of the quota is. Why not establish a futures market for quotas? Now, has
anybody given any thought to the idea of a futures market for quotas?

MR. LEAL: No, but I've looked at the stock market. I mean, the stock of the company that owns
the fishery. Just like the stock of International Paper, owning trees, if they're -

DR. CHRISTY: Yes, but that's different. I'm talking about a futures market for the property right.
Now, I have explored this a little bit further and there are some such markets existing or coming in
Iceland, and apparently it's the processors who are buying some of the futures. They want to say that
"Five years from now, we want to be able to have so much fish available to meet our processing
requirements."

MR. LEAL: Yeah. Well, it would be interesting, if we did have a futures market, given the way the
Magnuson Act defines quota.

DR. CHRISTY: Well, I said that in the beginning, the first thing is to get rid of Stevens. Is that on
the record? Good.

MR. SMITH: I hope so. If I can switch to something very quickly, in the examination of property
schemes within villages and communities, has anyone found any sort of optimal size or size beyond
which a community grows, when the village morays and cultural pressures begin to break down and
a common property system falls apart? I know there was some work in the early eighties that Garret
Hardin and John Baden did, looking at the history of the development of communes around the country.

MR. LEAL: Hutterites.

MR. SMITH: Right. And looking at some of these various religious communities that were started,
and also looking at various monasteries and nunneries, they sort of came to an idea that there's a certain
size at which there's more pressure on fragmentation and breaking it up - a level when you're beyond
a size in which pressures from your fellow peers can make a system of sharing or of properly managing
the commons work. I don't remember what the number was. They had some figure that seemed to
show up over and over.



M R. LEAL: It's 100. They said about a hundred and then the group will start, like you said, splintering
oif and starting to grow again.

MR. SMITH: But they've looked at others than just the Hutterites and saw that in a lot of these, like
New Harmony and these kinds of towns that were created, that there was a certain critical mass. Has
anybody looked at that?

DR. SCHLAGER: I don't think so. To my knowledge, nobody has ever looked at it very carefully.
I can think of examples though, and it really depends upon the institutional arrangements in place. You
can have very small communities that seem to operate very well, but you can also have much larger
groupings that operate pretty well.

It depends upon whether or not they have been generally pretty good at nesting themselves. There's
a very interesting bit of research done by an anthropologist named Steven Lansing, who looked at
irrigation systems in Bali, where the community norms are very strong.12 You're looking at literally
hundreds of villages that, together, are interdependent because they use the same river and their
iirigation systems are interdependent, and they have been able, over several thousand people, to
coordinate and maintain these norms, but they've been able to do it because they nest themselves. So,
their building block is a small community, which then coordinates with other communities in its area,
and collectively they work their way up to where they have some overall coordination. I think that it's
possible to have these kinds of community norms stay in place, under certain types of institutional
arrangements.

DR. FIELD: That's an interesting point, because almost all of our theories of property rights are based
on transactions costs of one kind or another. But who has ever gone out and measured a transactions
cost for them?

DR. SCHLAGER: There have been a lot of attempts.

DR. FIELD: Well, you can tell. If something didn't happen, you say "Oh, well that must be because
there were too many transactions costs." But nobody has ever really explicitly nailed that down as to
what they were, which is unfortunate.

MR. DE ALESSI: Well, one of the strongest arguments in favor of private alternatives is that they
internalize those very costs, obviating the need for any public calculus of the matter.

MR. SMITH: That's a good thing to conclude on.

MR. DE ALESSI: Sounds good. Are there are any closing comments anybody would like to make?

DR. CHRISTY: I think we should make some closing comments. One of the areas of research that
] mentioned earlier is the need to examine and determine what are the conditions and the incentives
that facilitate communities taking over responsibility for management, legal and otherwise. This is an
area that really needs to be examined.
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MR. LEAL: I want to second that. I think you hit the nail right on the head as to finding some kind
of theoretical framework for the emergence of community arrangements over and above just
homogeneity. What else brings them into this operation?

DR. CHRISTY: I'm talking more about the genesis. Why do they evolve?

DR. SCHL AGER: I would refer you to Eleanor Ostrom's book Governing the Commons.13 She takes
acrackatit, ofsaying, "Whatare the conditions under which communities are likely to beginto develop
their own sets of arrangements?" And it's amuch richer story than what economists like Demsetz have
traditionally told.14

MR. LEAL: That the benefits outweigh the costs?

DR. SCHLAGER: Right, and that's not much of a story.

DR. CHRISTY: Yes, but what are the benefits? What are the motivations? These are the kinds of
things that should be examined.

DR. SCHLAGER: I just think that it's a starting point. She's laid out some things but you're right,
there needs to be much more work done in this area.

DR. FIELD: Well, let me throw in one last idea too. I think this whole notion of evolution is very
important. But I think we have to also take a careful look at the development of these so-called
"community rights systems," how these resources are getting used, whether they are still being
allocated on a political basis, and to what extent the mix of efficiency, equity, and other things are any
different. The problem is, I could just say, "OK, a community starts managing its own resource," but
the decisions are still going to be made by politicians, just their local politicians and not a different set
ofpoliticians.

It seems to me that the major focus of interest has been on the performance of localized, resource
managing collectives. Some like them because they are vehicles for the expression of community
values; others like them because they are a step or two away from state political control. One thing
we perhaps did not give enough attention to is what criteria are appropriate to use to evaluate their
performance; anthropologists presumably would judge them on their ability to preserve community
institutions, economists perhaps on their ability to maximize the value of the resource involved.

The problem is, however, that they are still collectives. They may use the political governance
machinery of the community to manage the resource or they may establish a separate governance
process applying only to the resource. But in the first case certainly, and maybe also in the second,
the decisions are likely to be politicized, that is, undertaken for reasons other than to maximize the long-
run value of the resource. Maybe what is needed is a concept of "politicized property rights." Will



local collective property organizations lead to less politicized property rights? Assuming ITQs
continue to develop, it will be very interesting to keep track of how management institutions evolve
vrith them, for example, who gets to make decisions about the total quotas, what rules develop for
buying and selling quotas, etc.

MR. DE ALESSI: Very good questions indeed, and I hope that maybe we've spurred some interest
today in trying to answer them. Thank you all again.
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