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1. INTRODUCTION
11 Development of Dutch demersal Nah Sea fisheries up to 1975

In 1974, the year preceding the allocation of quotas, the Dutch demersal North Sea fishery (in the
Netherlands known as ‘kottervissesjcutter fishery) was carried out by a fleet of 610 vessels @mit1995),
mostly owned by single-vessel family companies, but in a number of cases by firms owning two to four vessels,
but still family companiesThe vessels varied much in size and in the combinations of gear used. Figure 1 gives
an insight into the development of the demersal fleet from 1965 to TB&A.975 figures are added because fleet
structure in that year was still more influenced by investment and replacement decisions takethaadigthe
guota systemrlhe investment boom just prior to, and during, the introduction of quotas israbéan terms of
numbers of vessels, but in terms of total engine pawer975 this power exceeded two times the level of 1965.
Noteworthy is the increase in employment, being in line with the number of vessels, but not with total engine-
power: although bigger vessels havegdarcrews than the smaller ones, it meant that the average number of crew
for each vessel-type tended to decrease.

Figure 1
Fleet development 1965-1975 (index, 1965=100)
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Figure 2 shows the development of the composition of the Tleetshift to evebigger vessels, leading to
the increase of total engine powesntinued throughout the whole peridthe development of landings is shown
in Figure 3.The dominant position of the two flatfish species, sole and plaice, is tkatings of plaice
(Pleuonectes platessyisncreased, while those of
sole Solea soleagleclined after the &fct of the lage Sole
1963-year class faded out. Landings of CGadus (Solea solea)
mothua) showed a boom in the early seventies,
have decreased since.

The change in ex-vessel gross proct
(deflated to the money value of 1974) is show
Figure 4. In terms of value the dominant positio
flatfish was even lger than in terms of quantiti
thanks to the high price received for sdletal rea
proceeds increased up to 1973, but then te
downwards as a result of lower prices, clearly
result of the economic slump caused by the 197:
crisis.
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Figure 2
Fleet composition 1965-1975
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Figure 3
Landings (million kg)
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1.2 Fleet, gearused and fishing efort in 1974

Table 1 gives information on the fleet in 1974, alongside information on fishing activities by the main gear
types, expressed in HP-days. Double-beam flatfish trawling was by far the most important aspeitjally for
the bigger vesseldhe medium-sized vessels were also trawling on roundfish (otter and pair trawl) and the
smaller ones on shrimE¢angon crangoh(double beam trawl). Herring pair trawling was a seasonal occupation
of some, mostly biggewesselsThere was a mix of gear types used especially within the groups of smaller and
medium-sized vessels. Not onlyfdifent vessels used fdifent gearbut in many cases vessels used more than
one type of gear alternatively

2.  THE NATURE OF THE HARVESTING RIGHTS
2.1 Introduction of harvesting rights

Apart from the directives on herrin@lupea haengu$ landings up to 1974 in the North Sea by the North
EastAtlantic Fisheries Conference (NEAFC) no active fisheries management for the Dutch fleet in terms of
restricting fishing €brt or output existed. Only technical measures like minimum mesh size and minimum
landing size existed up to that yeBeginning in 1975 within the framework of the NEAFC, the North Sea
demersal fisheries started to urgteistricter management measureise countries concerned agreed on total
TACs and national quotaAs far as the member states of the European Economic Community (EEC), and thus
the Dutch fishing sectpare concerned, in 1976 responsibility for fisheries policy and management was taken
over by the European Commission. Ultimatehe fisheries were governed under the umbrella of the Common
Fisheries Policy (CFR983).The CFPstill is the framework for fisheries management by the European Union
(EV), which suceeded the EEC.

The allocation of national quota in the framework of the NEAFC led to national measures to ensure that
national fleets met those quota in 1975 and onwards. In the Netherlands, management was first focused on
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flatfish. One reason for this was the predominant position of flatfish fishing in the North Sea of this. country
Another was the feeling that the flatfish stocks badly needed management.

Figure 4
Proceeds (million NLG of 1974)

Million NLG

Table 1
Dutch demersal North Sea fleet 1974
HP-group Number HP-days (x 1000)
of craft | Double beam | Roundfish Herring Double beam Total
flatfish trawl | (pair) trawl pair trawl shrimp trawl

1-200 116 30 42 0 2 245 2317
201-300 84 612 414 0 2 181 3207
301-600 189 11176 2088 872 772 | 14908
601-1100 156 22390 1373 268 0] 24031
1101- 65 16 787 329 124 0| 17240
Total 610 50 995 4 246 1264 5198 | 61703

SourceAgricultural Economics Research Institute LEI, Fisheries Division.

2.2 Harvesting rights

The two flatfish species to be managed were sole and plaice. In 1975 the government (Fisheries Directorate
of the Ministry ofAgriculture and Fisheries — MAF) had only some general directives. Lengthy consulting rounds
between the MAFomanisations in the fishing industry and research institutes (Netherlands Institute for Fishery
Research — RIVO, and the Fisheries Division ofAgegcultural Economics Research Institute - LEI) resulted in
a management system fromAfril 1976 onwardsThe decision was to manage the flatfish fishery by vessel quota
for sole and plaiceThese flatfish species were the mairyéarspecies of the twin-beam trawler flegtis fleet
was the biggest sector of the North Sea demersal fleet, which also included roundfish (pair) trawling, shrimp
(Crangon trawling and herring pair trawling. Many vessels were exploiting two or more of these fisheries.

Other species for which the NEAFC had decided to establish quota (herring, and roundfish species like cod
and whiting Micromesistius poutasspuwere not included in the quota system by the Netherlands for the time
being, as the government expected that those, relatively ,nandings would not distort the system too badly
Also problems arising from the multi-species character of these fisheriemény vessels participating in two
or more types of fisheryhe bycatchegtc) prevented them having a complete system for all species ready from
the beginning of the implementation of a quota systBimbe sure, over the course of the years management
developed for these species also, culminating in individual quota as well.

This case study deals with the allocation system for individual quota of sole and Tiailtestrate the
impact of the measures, it should be noted that the level of the quotas (at least for a period of nine months)
extended to only 42% of the highest landings of sole during one of the (reference) years 1972, 1973 and 1974,
and 54% of the highest landings of plaice.

Initially 1Qs could not be sold, leased, or used as collatet@lOne reason for this was that quota transfers
would cause extra management problems; another was the fear that quotas would be concentuatesinadnie
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way. Nevertheless “unditial” transfers of 1Qs developed rapidfpr instance by transfer of vessels including their

IQs to other enterprises, by rgarg or splitting of enterprises and by individuals switching from the one firm to

the othertaking 1Qs with them. Gradually the management followed practice, and trade in IQs became ever more
official. Nowadays there is anfwfial system of IQ trade including a central clearing institutims system is
managed by a co-management framework (Sinil. 1996) with a high degree of self-responsibility for the
industry organised in “groups” of fishing firms. Fishermen in these groups pool the use of their individual
harvesting rights (ITQs and days-at-sddje group board controls transfers of ITQs (and the accessory days-at-
sea) between members on a permanent basis (buying/selling), or on a one-year basis (leasing), using agreed transfer
prices. In some cases even the ownership of some quotas has been assumed by the grdine lsyatdm works

so well in terms of ITQs that the common view is that tlertefegulations (maximum days-at-sea), introduced
around 1987 as an auxiliary measure, do not play a significant role anymore. It must be stressed that this
management system took many years of development, the “group” system only having been established in 1992.

3. THE METHOD OF ALLOCATION
3.1 Policy objectives

The main objective was a political one: to get the fleet to adhere to the internationally agreed national quota,
with the least pain and sorrowhis objective was not extended to the management of fish stocks themselves,
since this was done on the international level. So the basis of national policy objectives was only the national
quotas resulting from that management. No objectives concerning fleet size or structure were pursued by the 1Q
system initially As the Director of Fisheries of the MAF put it at that time: “It is the fisherntawsion to fish
the quota by a Mercedes or a Citroen 28Y long as they obey the quota rules that is no concern of the
government”Another (sub)objective was to further as much as possible an even spread of landings over the
course of the yeaf his objective was of an economic nature, to ensure an optimal price for the catches taken.

Over the course of the years there have been several factors resulting in changes in management objectives:

i.  Major problems in getting the industry to adhere to the quota, as fleet capacity wagddorldre available
quota.

ii.  Uneasiness with regard to the economic future of the fleet, in view of the discrepancy between quotas and
fishing capacity (and costshready in 1975 the government tried to limit fishing capacity unilaterally
through the use of scrapping-premiums. But, after an initial fleet reduction, and in the absence of any form
of licensing system, the initial quota system did not prevent the fleet expanding again when fishermen began
to circumvent the quota systems.

iii.  Fishing capacity directives from the EEC Multi-annual Guidance Programmes.

A more forceful CFAmanagement regime has developed since 1983 under the EU, and a set of other
objectives were formulated, especially in terms of fishing capacity and fisHorty 8anagement instruments
like engine power (HP) licences and maximum days-at-sea permits were introthesslinstruments served to
meet the new objectives, but were also thought to strengthen quota management since it apiprdrad dif
adjust landings in line with quotas using only ITQke original IQ-management left too many loopholes for the
fishermen to exploitg.g.misreporting and direct sales to merchants, thus avoiding the administrative controls in
place at the fish auctions).

3.2 Process used in determining the allocation

It was recognised in an early stage that a total sector quota, even split by periods within thasyear an
optimal economic solution. Obviouslguch a system would not prevent a “race for fish” and thus excessive
competition.This was clear to both the government (MAF) and the fishergenimations, centralised in Public
Sector Oganisations (either horizontally integratexlg. the Board of Fisheries Visserijschap, or vertically
integratede.g.the Dutch Fish Board — Produktschéig), both existing on the basis of a national law on Public
Industry Oganisations. So those involved — the various shareholders — came to think of individual harvesting rights.

Creation of harvesting rights by managing individual fishing capacity and fistiorgwére contemplated,
but abandoned. In the first place there was figant information on the relationship betweeriodf and
landings, especially with regard of the recent investments in big vessels. Subsegessdlgh by LEI indeed
revealed that engine power simply measured in HPs did not provide a reliable measure of fishing eapacity
did HP-days represent fishing@ft accuratelyFishing capacity in terms of horsepower clearly decreased when
vessels were biggethus distorting any time-series on fishinépefwhen vessels were replaced by bigger ones,
and, it might then be a problem to monitor innovations and other means of increasing fiessatyein the
second place such management would not guarantee that (multi-species) fishing would reflect the quota allocated
by individual species. It was feared that landings of certain species would then be closed prematiadlly
resulting in fish being thrown overboard or landed in “black” or “grey” markets.
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3.3 Allocation method
chosen

o The Dutch North Sea trawling fleet is characterized by modern powerful
After a provisional sect beam trawlers

regulation in 1975, for eacn

vessel active on 1 January 1976 and having a recent history of flatfish fishing, individual quota for sole and plaice
were allocatedThe National Fisheries Statistics (see Section 4) for 1972, 1973 and 1974 were used to calculate
“track-records” by species per vessel. Each vessel was ‘awasléd’'track-record the highest landings of sole

and plaice that it had achieved during one of those reference years.

But then many problems started to become appafetarge number of enterprises had replaced their
vessel(s) in these yeaiBhat was not only the case for fishing firms investing in new vessels, but also for the
buyers of second-hand vessdlke investment in a new vessel frequently triggered a chain of replacements in
two to four firms.Track-records for the old vessels (in nearly all cases smaller than the new one) needed somehow
to be corrected to give a reasonable track-record for the new vessel. Not only do bigger vessels deve a lar
fishing capacitybut in many cases the types of gear used and/or the composition of landings for the new vessel
might differ from that of the vessel replacédso, the system needed to provide for enterprises which did not
have a vessel sailing on 1 January 1976, for instance when an old vessel was already sold but the new one was
not yet operationalThere was a comparable problem in those cases where vessels were laid up for some time
during the reference period (because of engine troatg,

To resolve those ditulties it was agreed that in all cases of vessel change, where the replacment vessel was
brought into service, or ordered, before 1 January 1975, there would be consideration and a correction because
fishermen were allowed to choose which of the three reference years would be taken as the basis period: some
investors could use a reference year in which the new vessel was already sailing. For cases in which the
replacement date would not allow for a full yediishing with the new vessel a theoretical track-record was to
be calculatedTo that end the relationship between engine power and the landings of sole and plaice in the
reference years was derived by the LEI from data in the National Fisheries Statistics, to arrivdi@ert suf
correlation level. It should be acknowledged that for the newest generation of big vessels the data were
extrapolated (rather conservatively) in order to obtain the relationship. On this basis “problem vessels” were
awarded theoretical track-records. Howevkey were still allowed to use a “real” track-record on the basis of
one of the reference years if they so wished.

Some owners who had changed their vessels complained that one should account for their fishing results
being better than the average in their HP-class during the reference Jdmgydwanted their “average”
theoretical track-record to be corrected, but of course, no complaints were heard from vessels that had fished
below the fleet averagd@b resolve this problem the system applied to vessel changes was altered: in 1977 steps
were taken to allow for a mix of real and theoretical track-records. Ultimately the track-records were based on
50% of real historical landings and 50% on the theoretical landiings system of allocation is still used today

Initially the Dutch Fish Board was to manage this system, but the Board could not satisfactorily administer
the programme because of its limited management capanidyalso because too many interest groups were
represented on the Board, which might lead to a clash of interests. In addition, the availability of accurate data on
individual vesselstandings to a hon-governmenfanisation seems to have been a problems after a short
period the Dutch Fish Board returned the responsibility for the systeariagement to the government.
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The last step was to distribute the total available national quota of sole and plaice among all track-record
holders, in proportion to their track-record® that end a change of tiNational Fisheries LawNFL) was
presented by the government and then passed by Parliament. In the framework of this new Law the MAF could
impose quota regulations on the secldre vessel owners were informed by the MAF of their quota for the
coming year by letterUnfortunately because of several years delay in the decision-making process at the
EEC/EU level and the following rounds of calculations by the MAE letters arrived long after the beginning
of the new yeaiThis caused extra uncertainity as to the final decisions on IQ amounts in the course of the fishing
current yearand lead to some complaints and appeals. Incidengadignall part (1 to 3%) of the national quota
was not divided, but kept aside as a “national reserve” to cover any cases of fishermen exceeding their quotas.

4. DATA REQUIREMENTS AND COMPUTATIONAL PROCESS

For a long time the MAF and the Central Bureau of Statistics (CBS, Ministry of EcoAdfaics) had
already been co-operating to keep a system of detailed statistics on lamdmd§sAF oganised the initial data
to be sent to the CBS who put them in a landings statistical systeamg other things this system could furnish
data on landings per vessel by species.

These data were seen as being very relidliléishing firms were compulsory members of the Dutch Fish
Board which obliged North Sea fishermen to sell their fish through public fish aucfinessystem was well
controlled. Furthermore, landings statistics were based on a law obliging all auctions to supply a copy of each
sale slip to the statistics authority each fishing port representatives of both the MAF and the Dutch Fish Board
supervised the procedure to ensure that it functioned corrétity representative of the Dutch Fish Board
supervised the “auction duty” and the MAF representative was responsible for all sale slips to be sent to the CBS.
For research purposes the MAF representative also added data such as trip-length, fishing time and fishing area,
which were obtained through regular inquirid@stal landings of all vessels were then checked against the
aggregated landings figures that were published by the auctions.

It should be noted that the obligation by the Dutch Fish Board to land at fish aucticiafiyo€eased after
1970.The reason was that it was not compatible with EEC market regulations. But the long tradition in landing
fish at auctions did not change and practically all fishermen continued this way of selling their fish during the
period 1971-1974Therefore, the data in the national landings statistics were felt to provide a solid basis for
fisheries managemertlso, the overwhelming part of the industry saw no problems in the process.

Only after the establishment of IQ systems did fishermen began to make use of the absence of the auction
obligation to circumvent the system, for instance, by direct sales to merchants and proteissmadentally
severely hampered the reliability of the (still auction-based) statigticte the MAF was one of the owners of
the data they were directly available for use. For research purposes LEI also had access to tAdssatiata.
were already computerised at that time so that calculating (real and theoretical) track-records. was easy

5. APPEALS PROCESS

As noted, the industry was consultedfisigntly in the process of ganising the system and the allocation
of IQs. Some initial problems such as correcting track-records when vessels had been replaced could be met by
mutual deliberation during the process. Later appeals process was created through which complaints from
fishermen could be formally dealt with. First, they might appeal to the managing authority and then, to the
Director of Fisheries of the MAH heir ultimate step was an appeal in public courts against decisions of the
Director of Fisheries.

Some fishing companies started law-suits against the government, generally to contest the basic right of the
government to impose the 1Q system (Keus 1991). In one case the Dutch court judged that the national system
derived its judicial basis from the European Commurity the case was referred to the European Court of
Justice, which found the EC to be within its rights (Decision of July 14th 1976). Even when such quantitative
measures seemed to be contrary to general principles of free enterprise, free trade and enhancing economic
benefits, the importance of ensuring acceptable levels of fish stocks was judged to overrule those prireiples.
European Court stated that such measures may temporary restrict production, but were taken to ensure increased
production (and thus increasing economic benefits) in the fulisre. consequence, this meant that the Dutch
government was within its rights, and given the rules laid down in the revised Law passed by Parliament (the
NFL), the appeals process created within the quota management system was also judged to be legal.
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6. ADMINISTRA TION OF THE ALLOCA TION PROCESS
6.1 Staff requirements

The MAF had stdfavailable for oganising the quota system and the Fisheries Directorate already lad staf
working on management schemes such as: minimum mesh sizes, minimum landing sizes, licensing of shrimp
fishing, various regulations on inshore fishing and on shell-fish culfine Statistics Department expanded its
manpower while the data were gradually computerised at the TW#&S.EI undertook the required calculations
and provided advice.

Another factor influenced fishermen in their adherence to their quotas: after the first shock fishermen rapidly
began to overfish their quotas and so in order to check this behaviour the services were requéstd of of
the Agricultural Inspection Service. Nevertheless after some time even this input needed an increase in the
manpower provided by that Service.

6.2 Additional pr ogramme funding requirements

No extra funding was needed for the allocation process since the system was managed by the sfasfding staf
the MAF, and the LEI was available to undertake research and analyses. Only later wa$oeixiraeefed to get
the fishermen to observe their quotas, requiring additional funding frohgtleailtural Inspection Unit of the MAF

7. EVALUATION OF THE INITIAL ALLOCA TION PROCESS
7.1 Success in achieving initial policy objectives

After the initial adjustments the fishermen rapidly found ways to circumvent the IQ sydtenMAF
managers, having had little experience with the allocation system were not prepared for the reaction by the
fishermen, so é&ctive control and punishment lagged behind for a rather long time. Success in achieving the
main policy objective was clearly questionable in the early years. Extra measures (such as early closures of the
fishery) had to be taken when there wadiaeht evidence that total landings (derived from statistics and
including “grey” landings as far as they could be traced bygreultural Inspection Service) began to exceed
the quotasThis also stood in the way of the achievement of the sub-objective: an optimal spread of the landings
over the whole yeat ater as the system began to work satisfactorily and landings tended to spread smoothly
over the yearthe LEI could show that returns had indeed increased.

One of the issues that some fishermen complained of was a lack of legal guarantee to fish their IQs when
others exceeded their own IQs, which when total landings overshot the quotas, caused for instance, an early
closure of the fisheryThis obviously induced fishermen to try to dodge the system even Moeeonly
possibility that MAF had to guarantee the I1Qs was toafjefishermen to fish within their 1Qs, but until that
worked, no guarantee could be provided because MAF was committed to adhering to the national quotas by
species agreed on internationally

In principle the IQ system as such was a good way to achieve the main policy objective. Only the control
system failed. However after a good control and enforcement systemgaassed the programme ran smoothly:
ITQs are still (25years later) in force as the basis for an excellent working system, be it that some extra
management measures had to be included: first for fishing capacity (HP)f@mddsfys at sea), then later an
integrated co-management system.

7.2 Satisfaction of rights-holders with the pocess

In principle fishermen generally felt the problems of intensified fishing and were generally not opposed to
some sort of catch restrictiondso, the IQ-management system was reasonably well accepted. Homeawgr
fishermen did not fully realise its impact on their own enterprises, for instance, they hoped that the system would
affect mostly their colleagues not themsel\hen the dects were felt, many fishermen were startled badly by
the consequences (see SecByn

After a short time a further source of dissatisfaction for the fishermen was that the government could not
guarantee the legal right on each individual IQ (see Section 7.1). Howesdeeling was gradually alleviated
by the development of the practice of dodging quotas, of “grey” landings, as well as the rather weak hand of the
government in opposing thes&hen controls were tightened, the sector had already found ways to adapt fleet
capacityfor a lage part, by ‘flag-hoppingind ‘quota-hoppingDavidse 1999), and the remaining fleet generally
developed a positive approach to the programme. Unmistakably contributing to this positive feeling were some
rather satisfying financial outcomes: fewer vessels sharing the same quotas, a favourable development of fish
prices, and falling fuel prices in 1986.

Around 1995 a research project (Davidse 1997) included a number of interviews with vesselAonwoiegs.
other questions, 31 owners were asked about their attitudes towards the ITQ managemerivegstgIfive
had a positive viewthree were neutral and only three had a negative Vieavpositive views expressed were:
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i.  ‘you know where you are now’

ii. ‘more certainty’

iii. ‘protection against big vessels which are also limited now’
iv. ‘more tranquillity in the sector

v. ‘better planning possibilities’

vi. ‘afence around the fleedind

vii. ‘on the basis of quota the banks may grant loans éasier

Negative views included ‘bad utilisation of quotas’, ‘wrong allocation of the rigletsthe continued
existence of grievances about distribution of individual quotas in the past, and ‘no chances for newcomers'. In
relation to the problem of the inheritance of fishing units, 22 owners agreed that fishing rights restrained such
successions.

7.3 Views of othercommunity groups

At the time the 1Q system was introduced there were practically no other community groups interested in
the change in the method of management, although obviously one relatedisactdifish trade and processing,
was interested. But this sector was also represented in the vertically-integrated Dutch Fish Board and could
already participate in deliberations and consultatibhe.trade and processing sector supported the ITQ system,
expecting that it would ensure more regular landings.

7.4 Hind-sight assessment

The initial setting of quotas seems to have been satisfactory; in the end the system of ITQs is still working
and there is a general feeling that it is a good practice. But one mustgsittfat in the course of years a lot
has happened: the system has been improved and expanded. It must be stressed that each initial allocation of
rights will give rise to grudges from several of those involideer the first allocation round inevitably a process
is needed to adjust the rules and make them mteetigt. And there was the trend to cheat the system that, in
the case of the Netherlands, was not well opposed by managementwletiermanagement did control the
landings to a laye extent and introduced fleet andiogf restrictions, the fleet found ways to adapt the fleet
without too much sorrow (see Sectigh2). Ultimately the introduction of the co-management “group”
mechanism contributed much to develop the system. Now it satisfies the policy objectives and is also acceptable
to the remaining fleet under the Dutch flag.

If the management (and the fishing industry) had known what it knows now - and had acted accordingly -
it may have been be possible that the system would have worked more satisfactorily from fhleestavtere
several important features in the development of the systéiguliiffears in starting up:

i.  With the help of other measures such ésrefegulation (which lost their meaning gradually after the quota
control within the co-management system began to work well), management succeeded in matching
fishermens$ landings with their quotas.

ii. The sector found ways to decrease fleet capdoitya lage part by ‘flag-hopping’.

iii. A co-management system working well was developed - which is generally seen as the major element
leading to the programnsesuccess.

Naturally problems remain. One is the high price to be paid for the establishment of a new enterprise:
vessel(s) plus harvesting rights must be finan@&és makes it utterly impossible for newcomers to enter the
sector even the financing of management succession from father to sonfi@ltdifBut surely these
disadvantages somehow occur in all systems that restrict free or open access fishing in a society where the
government basically does not interfere with free competition.

Another important issue was that the Dutch fishery was the forerunneyainigsing an ITQ system within
the EC5 quota system. Consequentlye industry developed a clear perception of the and' ‘outs’of such a
system, including the value of ITQs, at an early stiges enabled Dutch fishing enterprises to operate on the
property rights markets in other EU Member States (notably the UK, and to a lesser extent (G@efgany
and France) well before fishermen in those States were conscious of those oppoAsratamsequence, rather
extensive ‘flag-hoppingadnd ‘quota-hoppingdccured. Enterprises went out fishing on the quota of other States,
resulting in fewer vessels sharing the Dutch quota.
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