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SPONSOR STATEMENT 
HJR41: SUPPORTING AN IFQ BLOCK PROPOSAL

BY REP. BILL WILLIAMS

The North Pacific Fisheries Management Council recently passed an 
Individual Fishing Quota (IFQ) plan for halibut and sablefish. A 
main concern that many Alaskans have about the IFQ plan is the 
potential for the shares to end up in the hands of only a fev/ 
fishermen.

Under the current IFQ plan, it would be possible for the halibut 
fishery to be reduced to only 200 participants, and the sablefish 
fishery to shrink to only 100. Holders of large amounts of initial 
quota shares would likely be able to out bid smaller boat fishermen 
for IFQ shares. Thus, it is feared, shares will gradually shift 
from the smaller to the larger boat fishermen.

Consolidation of the halibut and sablefish quota shares could 
result in reduction of the number of boats and direct and indirect 
fisheries jobs in Alaska. This could negatively impact the 
economies of many Alaskan communities and the state.

A proposed amendment to the IFQ plan, called the Sitka Block 
Proposal, proposes to limit consolidation of the fleet through a 
series of ownership blocks. This plan would keep the fleet at a 
minimum size of about 570 participants. This is the 1985 level of 
participation and is considered to be close to the optimum for 
sustained yield of the fishery. A refined version of that plan, 
called the Partial/Full Block Proposal has recently been proposed 
as an alternative plan. B^th proposals are before the North Pacific 
Fisheries Management Council for consideration as amendments to the 
IFQ plan.

The Management Council plans to meet the week of April 19 to 
consider the block proposals. HJR 41 is intended to express to the 
Council the concern of the Alaska Legislature about potential 
consolidation of IFQ shares, and our recommendation that the 
Council adopt some version of a block proposal to address the 
problem.

Hyder • Ketchikan • Meyers Chuck • Saxinan
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BLOCK PROPOSAL 
SUMMARY

In September, the Council released a discussion paper on the 
proposed Sitka and Partial/Full Block amendments to the sablefish 
and halibut IFQ plan. The purpose of the discussion paper is to 
narrow the number of options for further study and to solicit 
comments on the merits of a block system. Some of the decisions 
that have to be made are: do the benefits of a Block system outweigh 
the costs? Should ownership caps be set at two or three blocks per 
person? Should vessel caps be set higher than individual caps? Are 
vessel size classes still needed? And if the Partial/Full amendment 
is chosen, should 10,000 lbs, 30,000 lbs, or something in between be 
used as the dividing line between partial and full blocks?

There are important decisions that will affect all of us. ALFA is 
distributing this summary to help members decide which options the 
Association wants to endorse.

S itka  B lock Am endm ent

The Sitka Block amendment changes the current IFQ plan by 
attaching the initial allocation of quota shares permanently to a 
license, thus making a block. Licenses, or any amount of quota, can 
not be sold without selling the entire block. Since historic 
participation will determine initial allocations, there will be both 
large and small blocks allocated, with the number of small blocks 
greatly exceeding the number of large blocks. The number of blocks 
an individual can own or use on a vessel will then be limited to 
prevent excessive consolidation. Hence the block proposal will limit 
consolidation', maintain a relatively large, diverse fleet, and ensure 
that small quota blocks are available for new fishermen to purchase 
and enter the fisheries. In sum, the Sitka Block proposal will 
minimize the socioeconomic impacts of IFQs, giving fishermen and



Alaska's coastal communities time to adjust to changes in the 
fis h e r ie s .

C o n s o lid a t io n :
The discussion paper analyzes variations of the Sitka Block 
amendment that allow an individual to own two or three blocks and 
fish four or five blocks on a vessel. The reason for the difference . 
between personal ownership and vessel use is to allow 
crewmembers and new entrants access to the fishery without the 
additional expense of buying a boat. Although supply and demand 
will determine the actual price/lb for larr d id  small blocks, the
overall price for a sr.’.all block will be less than the price of a large 
block. This will make small blocks more affordable to crewmembers 
wishing to enter the fishery. However, allowing four or five blocks 
to be fished on a vessel will increase the amount of consolidation 
that can occur. The benefits of allowing more blocks to be fished on 
a vessel have to be weighed against the socioeconomic impacts of 
conso lida tion .

The table below compares the amount of consolidation that could 
occur under these scenarios with the consolidation that could occur 
under the current IFQ plan. The number of vessels that fished for 
halibut and sablefish in 1985 and 1990 are also given for a 
reference. For example, under the current IFQ plan the halibut fleet 
could be reduced to 200 vessels. Using the two blocks per person 
and 4 blocks per vessel rule, the minimum number of owners would 
be 2,807, and the minimum number of vessels-would be 1,400. This 
compares to the 2,479 vessels that fished halibut in 1985.

TABLE 1 BLOCK OWNERSHIP SUM
HALIBUT SABLEFISHSOF VESSELS IN 1905 2497 244# OF VESSELSIN 1990 3aos 684

MIN H WITHCURRENT 200 100IFQ PLANMIN 0 WITH2/PERSON 2807 8534/VESSEL 1400 425MIN # WITH3/PERSON 1877 5725/VESSEL 1121 340 '
B lock S izes :
The size and abundance of blocks is also important in deciding where 
to set ownership and vessel caps. The graphs below shows the
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number and size of blocks that will be issued in each area. Note that 
although there will be a variety of block sizes, small blocks will be 
the most abundant. In fact, 50-70% of halibut and 20-25% of 
sablefish blocks will be under 5,000 lbs. This means that people 
buying quota will likely find small blocks most available. _ So in 
deciding ownership caps, the need to accumulate enough blocks to 
maintain a viable operation must be weighed against the effects of 
conso lida tion .

FIGURE 1
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Vessel S ize C lasses :
When ALFA originally proposed the Sitka Block amendment it 
included the freezer/catcher vessel classes,, but was seen as a 
replacement for the other vessel size classes. However, the 
discussion paper notes that "...with the Council’s proposal, there is 
absolute protection provided among the vessel size classes. The 
[block] proposal would eliminate that absolute protection." In other 
words, under the block system market forces and the abundance of 
small blocks would determine which size vessels remain in the 
fishery rather than regulations. How comfortable are ALFA members 
with elim inating that absolute protection?
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At ALFA's request, the analysts also examined the Sitka Block 
system with the vessel size classes retained. The analysts found 
that the inclusion of the vessel size classes in a block system does 
not significantly affect the amount of consolidation that can occur. 
However, under a block system that includes size classes, certain 
size classes will contain only a few blocks in some area .’ In these 
areas, buying and selling blocks will be difficult. Do the benefits of 
the size classes (i.e., regulated maintenance of a diverse fleet) 
offset the increased problems associated with buying and selling 
quota under a block system that includes size classes?

C o s t/B e n e fit S um m ary :
The benefits of the Sitka Block amendment have been discussed 
many times. They include: maintaining a large and diverse fleet, 
ensuring that small, affordable amounts of quota will be available to 
new entrants, and starting the IFQ program in a conservative fashion 
so that fishermen and communities have time to learn about IFQs and 
to evaluate the impacts of the program.

The costs outlined in the discussion paper include: increased "search 
and transaction" costs (buying and selling), the creation of a more 
complex and less flexible system (having to buy or sell whole blocks 
rather than increments) and, potentially, the nreed to maintain vessel 
size classes to ensure the protection of the small boat fleet. An 
additional cost, or concern is the difficulty associated with buying 
and selling some of the larger blocks. Even with the largest 
allocated block being limited to 1/2 of the ownership cap of an area 
(as designated in the proposal), some sablefish blocks would be over
250,000 lbs and some halibut blocks would be over 100,000 lbs. 
Buying and selling these large blocks may be difficult. Eliminating 
these overly large blocks is one of the strengths of the Partial/Full 
Block proposal described below. Read on. . .

PARTIAL/FULL BLOCK AMENDMENT
•

Ron Hegge developed the Partial/Full Block amendment in response 
to concerns raised by operators of "medium and large" vessels about 
the restrictiveness of the Sitka Block, and in an effort to address 
the "monster block" scenario described above. In the Partial/Full 
Block proposal, each initial allocation of QS is attached to a license 
in 10,000 lbs increments, forming a "full" block. Allocations less 
than 10,000 lbs, considered "partial" blocks, are also attached to
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licenses. The partial blocks are those less than 10,000 lbs and are 
subject to the same ownership and use caps that apply to blocks 
under the Sitka Block amendment (i.e. two or three blocks per 
person). The full blocks (over 10,000 lbs) can be consolidated up to 
the. Council's ownership cap. To keep the full block market separate 
from the partial block market, any in d iv id u a l who. owns a fu ll 
b lock in an area canno t buy more than one pa rtia l b lock in 
tha t area. For example:

A person allocated 22,000 lbs of IFQs will receive two full blocks of
10,000 lbs each and one partial block of 2,000 lbs. This person may 
continue to buy additional full blocks up to the cap set by the 
Council, but cannot buy additional partial blocks as long as he/she 
owns a full block. A person allocated 7,000 lbs of IFQs will receive 
one partial block equal to 7,000 lbs, and may then buy two additional 
partial blocks q i , as long as that person only owns one Dartial block, 
may buy additional full blocks until his or her total holdings reach 
the cap. In sum, the concepts and safeguards of the Sitka BlGck 
amendment apply to the partial blocks and the concepts of the 
current IFQ plan apply to the full blocks.

P a rt ia l/F u ll D iv id in g  L ine :
As stated above, under the Partial/Full Block plan the safeguards of 
a block system only apply to the portion of the quota "protected" as 
partial blocks. The 10,000 lbs division between partial blocks and 
full blocks was originally chosen because it represented an 
affordable amount of quota to buy at one time. However, the 10,000 
lbs division results in only a small percentage of the sablefish and 
halibut quotas being "protected," hence ALFA requested that 20,000 
and 30,000 lbs also be analyzed in the discussion paper as the 
division between partial and full blocks. Although the 20,000 lbs 
option has not-yet been analyzed, 30,000 lbs is considered in the 
discussion paper.

The graphs below indicate the amount of quota by area that will be 
in partial and full blocks using both the 10,000 lbs and 30,000 lbs 
criteria. As the graph shows, the 30,000 lbs criteria results in 
more of the quota being included in partial blocks. It also increases 
the size of partial blocks available, thus allowing fishermen to 
accumulate more quota before having to compete in the full block 
market. If the Partial/Full Block system appeals to members, ALFA 
and, in January, the Council will be looking for input on the amount

5



of quota to include in partial blocks, and whether fishermen consider
30,000 lbs blocks to be "affordable."

FIGURE 2
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Vessel Size Classes:
The original Full/Partial Elock proposal retained the 
freezer/catcher vessel classes but removed the others. However at 
ALFA's request, the discussion paper also considered a 60' vessel 
size class as an option. The analysis indicates that including the 60' 
size class will not significantly affect consolidation but may make 
buying and selling quota more difficult. However, the fact that the 
Partial/Full Block amendment subdivides the initial allocations into

0 PARTIALa  fiii.
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10,000 or 30,000 lbs blocks will make more blocks available in each 
class and in each area--i.e., under the Partial/Full Block plan, there 
are less "holes" in the size distribution of blocks across all the 
various areas and vessel size classes than exist under the Sitka 
Block Proposal.

C o s t/B e n e f it S um m ary :
If enough of the quota is included in partial blocks, then the benefits 
of this system will be similar to those of the Sitka Block 
amendment. The discussion paper notes that the Partial/Full 
amendment is slightly more flexible that the Sitka Block and also 
addresses the problem of extremely large blocks that will be 
d ifficu lt to buy or sell.

TKe costs of the Partial/Full Block system are similar to the costs 
assigned to the Sitka Block amendment. These include increased 
"search and transaction" costs and the creation of a system less 
flexible than the current IFQ plan (although more flexible than the 
Sitka Block). If the membership feels that the 60' vessel size class 
must be retained to protect the small boat fleet, then the costs 
associated with further limiting flexib ility must also be factored in.

SUMMARY

Both the Sitka Block and the Partial/Full Block amendments 
significantly reduce the amount of consolidation that can occur 
under IFQs. The Sitka Block amendment extends this protection to 
the entire quota; the Partiai/Full Block amendment extends this 
protection only to the amount of quota in partial blocks. Each 
system has a number of options that will directly affect the fishing 
fleet and coastal communities. ALFA members should consider the 
various plans and related options presented, in this summary, talk to 
other fishermen, and then let Dan Falvey and Linda Behnken know 
your thoughts. ALFA will meet again in January to vote and take a 
position on IFQ Block amendments (ballots will be sent' to out of 
town members). Watch for announcements!

Because the- Block amendments limit consolidation and flexibility, 
they reduce the economic efficiency of IFQs. The Magnuson Act sets 
efficiency as a management goal, hence adopting a block system will 
have to be justified through socioeconomic gains. In other words, 
the Council must weigh efficiency costs against the benefits of 
preserving the social stability of Alaska’s coastal communities. The
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communities and the block system will only win in this balancing 
act if significant numbers of fishermen and community residents 
testify or send letters to the Council expressing their support for 
amending the current IFQ program. Write letters, call Council 
members and plan to attend the January Council meeting in 
Anchorage. The opportunity, and the responsibility rest with each of 
you.

Alaska Lonqline Fisherman's Association 
P. 0. Box 1229 
Sitka, Alaska 99835
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IN T R O D U C T IO N  T O  T H E  D IS C U S S IO N  D R A F T

1.0 O R IG IN  O F  T H E  P R O P O S A L S

This discussion draft contains prelim inary analyses o f  two p rop osed  am endm ents to 
the N orth  Pacific Fishery M anagem en t C oun c il’s (C ou n c il ’s ) recom m ended  Individual 
Fishing Q u o ta  ( IF Q ) P rogram  for m anagement o f the fixed gear sablefish and halibut * 
fisheries o ff'A la sk a . Part I o f this discussion draft contains an analysis o f  "The Sitka' 
B lock  Proposal". Part II o f  this draft contains an analysis o f  "The Full/Partia l B lock  
Proposal". B o th  proposa ls represent attem pts to address w idespread concerns about 
aspects o f  the C ouncil’s current IFQ  plan.

In D ecem ber o f 1991 the Council recom m ended an IFQ  prog ram  for m anagem ent o f 
the fixed gear sablefish and halibut fisheries o f f  A laska . F o r pu rposes o f  this action, 
the Council defined "fixed gear" to include all h ook  and line fishing gears (longlines.
jigs, handlines, troll gear, and e tc .) in the G u lf  o f A laska and Bering Sea - A leutian
Islands (B S /A I ) A reas and pot gear for sablefish in the B S /A I.

In A pril o f  1992, after conducting a further analysis o f the a lte rna tives1, the Council 
re jected a m otion  to rescind its earlier vote and d irected that the IF Q  plan am endm ent 
package be forwarded to the Secretary o f  C om m erce .

A t that sam e April meeting, the Council asked staff to analyze two proposed
am endm ents to their IF Q  plan. These were the "Sitka- B lo ck  P roposal" for bo th  the 
sablefish and halibut fisheries and the "1 ,000 Pound M in im um  IF Q  Proposal" for the 
halibut fishery. A t the C oun c il’s June 1992 meeting, the C oun cil asked staff to analyze 
a third p roposa l. This p roposa l has been nam ed "The Full/Partial B lo ck  Proposal."

T i e  Council requested that prelim inary analyses o f  these p roposa ls  be p rep ared  for 
their Sep tem ber meeting. D ue to o the r com m itm ents, N P F M C  and N M F S  sta ff could  
not meet that deadline. B ecause o f  the im portance o f  these issues to A laska , the State 
o f A laska ’s representative agreed to have the State com  :ct the analyses.

A t the Sep tem ber 1992 Council meeting, the Council asked that the prelim inary 
analyses be p laced  into D iscussion D rafts for public review. P art I o f  this discussion 
draft contains an analysis o f  the "Sitka B lo ck  Proposal" a ::d  Part II contains an analysis 
o f  the "Full/Partial B lo ck  Proposal". An analysis o f  the 1 .000 P ou n d  M im 'mum IFQ  
Proposal" is contained in a separate D iscussion D raft R ep o rt which is availab le from  
the Council.

^See Supplemental Analysis of The Individual Fishing Quoin Management Alternative For Fixed 
Gear Sablefish and Halibut Fisheries - Gulf of Alaska and Berinu Se:i'Aleutian Islands (March 27, 1992). 
For brevity, this document will be referred to as The Supplemental Analysis herein.
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2 .0  O V E R V I E W  O F  T H E  S I T K A  B L O C K  P R O P O S A L

T he  S itka B lo ck  P roposa l was subm itted by the A laska Longline F isherm an ’s 
A ssocia tion  (A L F A ) . A  copy  o f  the original p rop osa l is con tained in A ppend ix  A  to 
Part I o f  this D iscussion  D ra ft.

T h e  S itka B lo ck  P rop o sa l was deve loped  to address w idespread concerns that the 
C oun cil’s cu rren t IF Q  plan for - halibut and sablefish. m ight result in a large 
consolida tion  o f  qu o ta  shares that would greatly reduce the current diversity o f  fishing 
operation s in A la sk a ’s rural coasta l com m unities.

S itka B lo ck  proponen ts think that if the curren t diversity o f  fishing operations is not 
m aintained , the C oun c il’s IF Q  prog ram  may prove to be disruptive to the social 
structure and econom ies o f  A laska rural coastal fishing com m unities. T h e  S itka B lock  
am endm en t seeks to ach ieve som e o f the benefits o f the C oun c il ’s IFQ  program , while 
fu rther constrain ing the p rog ram  in an e ffo rt to ensure that a relatively large and 
diverse g rou p  o f  fishing opera tion s will con tinue to exist

W hile  sm all part-tim e opera tion s are allow ed to purchase any am oun t o f qu o ta  shares 
under the C oun c il ’s cu rren t plan , S itk i B lo ck  proponen ts fear that the qu o ta  shares 
may be m ore  valuab le to larger, m ore tull-time operations. T hu s they are concerned  
that sm aller p roducers , part-tim e participants, and  entry level participants may tend to 
d isappear from  these fisheries under the C oun c il’s current IF Q  plan.

T h e  S itka B lo ck  p rop osed  am endm en t would a llocate qu o ta  shares in the same 
am ounts as the C oun c il ’s presen t plan. H ow ever, it would alter the C oun cil’s present 
plan by placing a pe rson ’s initial a llocation  o f  qu o ta  shares a b lo ck (s ) or a qu o ta  share 
license(s) (Q S L )  and requ iring perm anen t transfers o f  quota  shares to be "tied" to the 
Q S L . It w ou ld  also add  a new ow nersh ip capacity  constraint by restricting the number 
o f  blocks o r  Q S L s  that a person  cou ld  hold .

T h e  p rop o sed  S itka B lo ck  constrain ts are intended to guaran tee that there will be a 
wide range o f  b lock  sizes perm anently availab le in an urea, each o f  which will be 
app rop ria te  to d ifferent types o f  fishing operation s. A  .urge num ber o f small blocks 
is also m ean t to guaran tee the con tinued existence o f  u small boat, and entry level 
fishery.

T h e  specifics o f  the original p rop osa l can be summ arized as follows:

1. Initial quo ta  share a llocations for each a rea shaii be attached to a qu o ta  share 
license (Q S L ) .2 Q u o ta  shares shall rem ain  " tied ' to a Q S L  and may only be

2The original proposal suggested that vessel classes could be dropped if the block proposal were 
adopted. However, the originators of the proposal asked that the analysis include alternatives where 
the current vessel classes for catcher boats arc maintained. If vessel classes are included, quota share

o



perm anently sold o r  transferred in their entirety. T h e re  are the follow ing two 
exceptions to this p rop osed  rule:

a. H a lib u t Q S L s  in an area which have IFQ  am ounting to less than 1,000 
pounds may be com bined as long as the resulting Q S L  does not exceeci
1 ,000 p oun d s  o f  IFQ .

b. Sablefish Q S L s  in an area which have yearly IFQ  am ounting to less 
than 3 ,0 00  pounds may be com b ined as long as the resulting Q S L  does 
not exceed 3 ,0 00  pounds o f  IF Q .3

2. In the initial a llocation , IFQ s arising from  a Q S L  shou ld  not exceed m ore  
than 1/2 o f  the ownership caps specified in the C oun c il’s current plan. In this 
D iscussion  D ra ft, 1/2 o f  the specified ownership cap  will be designated the 
"maximum  block size" o r "maximum Q S L  size".

A  person  w ho receives an initial a llocation  o f  quota  shares in an area  in excess 
o f  the m aximum  b lock  size will be issued quota shares in multiple Q S L s . For 
exam ple , a person  with quota 'shares in an area equa l to 1.5 times the maximum  
b lo ck  size will be issued one Q S L  equal to the m axim um  b lock  size and one 
Q S L  equa l to .5 times the maximum  b lock  size.

3. A ll perm anent sales o r transfers o f  Q S L s  will be free and clear o f  all con tro l, 
fiduciary trust, and/or future contract.

4. T h e  ca tch e r -b oa t vessel categories in the C oun c il’s current plan would be 
elim inated , while the freezer-longliner distinction would be m aintained.

5. A  person  cou ld  not accum ula te m ore than three b locks in an area , although  
the person  cou ld  ho ld  up to four blocks for a short period  o f  time to help 
facilitate transfers. T h e  original proposa l also suggested that a m aximum  o f  five 
Q S L s  cou ld  be fished from  one boat.

D iscussions with the orig inators o f  the Sitka B lo ck  p roposa l indicated that they would 
want the leasing o f  qu o ta  shares ( IF Q )  provisions to remain identical with the C oun cil’s 
cu rren t p la n . Thus , while qu o ta  shares can only be permanently transferred as a block , 
the b lo ck  can be divided, to a lim ited extent,' for purposes o f  seasonal transfers o f  
IFQ s.

allocations and QSLs would be area and vessel class specific.

3Q SL s will contain quota shares and not IFQs. The IFQs associated with a Q SL  will vary each year 
depending upon the TA C  in the area and the total number of quota shares outstanding. T o  make these 
two consolidation rules operational, the Council will need to define them in terms of quota shares. The 
amount of IFQ associated with those quota shares may be above or below the originally specified IFQ 
thresholds in subsequent years.



T h e  orig inators o f  the S itka B lo ck  p roposed  am endm ent a lso ind icated  that they 
wanted to review a num ber o f alternative versions o f  the p rop osa l. In some 
alternatives, the ca tche r-b oa t vessel category distinctions are utilized and quota  share 
licenses cannot be traded across these categories.

T h e  alternatives also vary in terms o f  the num ber o f  b locks a person  is allow ed to 
accum ula te in an area, and the number o f  b locks which can be fished from  a single 
vessel. T h e se  alternatives are explained and analyzed in Part I, Sections 4 .0  through  
5.4 . A  b rie f summ ary discussion o f some o f  the results o f  the S itka B lo ck  analysis are 
included in Section  4 .0 o f  ti is Introduction .



3.0 OVERVIEW OF THE FULL/PARTIAL BLOCK PROPOSAL

T he  "Full/Partial B lo ck  Proposal" was subm itted  by Council m em ber R on  H egge . This 
proposa l w ou ld  also m odify the C oun cil’s cu rren t IF Q  plan for the sablefish and halibut 
fisheries. M r . H egg e ’s original letter explaining the p roposa l can be found in the 
appendix to P art II o f this discussion draft.

~ * ..

T he  Full/Partia l B lo ck  p roposa l, like the Sitka B lo ck  p roposa l, attempts to address 
som e o f  the concerns which have been raised ab ou t the C oun c il’s current IF Q  plan by 
small vessel opera tors , crewmen, and coasta l fishing com m unities. Again , the concern  
seems to be that IFQ s may be bought up by large full-time opera to rs  and the fisheries 
will no longer be profitab le for sm all-tim e Operators o r  new entrants.

M r. H egge felt that the S itka B lo ck  p roposa l w ould address those concerns but that it 
also w ould crea te  new opposition  to the prog ram  am ong m ed ium  and large operators . 
M r. H egge o ffe red  the Full/Partial B lo ck  p rop osa l as a possible com prom ise between 
the C oun c il’s curren t IF Q  plan and the Sitka B lo ck  p roposa l.

T h e  basics o f  the original Full/Partial b lock  p rop osa l are as follows:

1. Persons w ould receive the sam e am oun t o f  quota  shares that they w ould get 
under the C oun cil’s curren t plan. H ow ever, som e new constraints w ould be 
added  which would tie quo ta  shares together for pu rposes o f  perm anent 
transferability.

2 . Persons would be issued quota  shares in "blocks". In each  area , the num ber o f 
quo ta  shares which represents 10 ,000 pounds o f IFQ  in the im plem entation  year 
w ould be estab lished as a "full block" fo r the area .4 Q u o ta  shares representing 
am oun ts less than 10 ,000  pounds would be put into "partial blocks".

3. A  person  who has qu o ta  shares w orth less than 10.000 pounds o f  IF Q  in the 
im p lem entation  year w ould be issued one partial b lock containing those quota 
shares. A  person w ho has qu o ta  shares worth m ore than 10 ,000 pounds o f  IFQ  
in the im plem entation  year w ou ld  be issued one o r  m ore full b locks and one 
partia l b lo ck  contain ing those qu o ta  shares.

•  •
4. T h e  num ber o f  full b locks initially issu*ed to a person w ould be determ ined by 

dividing the person ’s quo ta  shares by the num ber o f  qu o ta  .shares which 
represen ts 10 ,000 pounds in the im plem entation  year. T h e  whole number 
resulting from  that division would be the num ber o f  full blocks. T h e  rem ainder 
resulting from  that division w ould be p laced  into a single partial b lock .

4Note that in subsequent years, the amount of quota shares in a full block could be more or less 
than 10,000 pounds of IFQ as TACs change.
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5. T h e  quo ta  shares initially allocated would remain perm anently tied to these 
blocks. T h e  am oun t o f  quota shares contained in a partial b lock  w ould be 
variable. T h e  am oun t o f  quota shares contained within a full b lock  would be 
perm anently fixed by area.

' 6. A  person  cou ld  ho ld  any am ount o f full b locks as long as that am oun t did not 
exceed any o f  the ownership constraints in the C oun cil’s current plan. A  person  
who holds a full b lo ck (s ) in an area can hold only one partial block .

7. A  person  who holds no full blocks in. an area cou ld  ho ld  up to three partial 
blocks in that area.

8. T h e  C oun c il’s current IFQ  plan defines ca tche r-b oa t size categories and prohibits 
transfer o f  quota  shares across those categories. U n d e r  the Full/Partia l B lo ck  
proposa l these transfer restrictions would be rem oved . T h e  distinction between  
ca tcher-boa ts and freezer-longliners would be maintained.

M r. H egge felt that the Full/Partial B lock  p roposa l would address the concerns o f  small 
part-tim e operators and poten tial new entrants w ithout unduly restricting the potential 
opportun ities for profitab le consolidations am ong m ed ium  and large opera to rs .

T h e  perm anen t existence o f  a large number o f  relatively small partia l b locks o f  variable 
size in each  area , coup led  with the constraint on the num ber o f  partia l b locks that a 

. person cou ld  ho ld  is intended to ensure the con tinued existence o f  a fleet o f  small part- 
time opera to rs . It is also intended to ensure that entry level am ounts o f  qu o ta  shares 
will be availab le for new entrants.5

T h e  existence o f  a num ber o f equal-sized full b locks in an area , coup led  with the 
rem oval o f  trade restrictions across ca tche r-b oa t size categories, is intended to allow  
the' creation  o f  larger, m ore full-time operations.

Besides the original Full/Partial b lock p roposa l, a num ber o f  variants o f  the proposa l 
were exam ined in this D iscussion D raft. T hese alternatives varied the num ber o f  quota  
shares con tained in a "full block". Full blocks containing quo ta  shares w orth  10 ,000  
pounds, 2 0 ,0 0 0  pounds, and 30 ,000  pounds in the im plem entation  year were all 
exam ined.

•
Additionally , the restriction on holdings o f partial blocks (on ly ) in an area was altered  
between a maximum  o f  two partial blocks and a maximum  o f  three partial b locks, and

5Under the Council’s current IFQ plan, a new entrant or small part-time operator could purchase 
any amount of quota shares on the market. Both the Sitka Block proposal and the Full/Partial Block 
proposal implicitly assume that full-time operations will be the most profitable under the Council's 

.current IFQ plan and such operations will be willing to pay the most for quota shares. Consequently, 
the proposals also assume that small part-time operations will tend to disappear if the Council’s current 
IFQ plan is not altered.
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4 .0  S U M M A R Y  A N D  O V E R V IE W  O F  T H E  R E S U L T S

T he  follow ing subsections briefly summarize som e o f  the findings o f  the analyses o f  the 
Sitka B lo c k  P roposa l and the Full/Partial B lo ck  P roposa l. Subsection  4.1 presents 
estimates o f  "maximum poten tial consolidation" in the halibut fishery under each o f  the 
alternatives. Section  4 .2  present's sim ilar results for the sablefish fishery. Section  4.3 
provides a b rie f discussion on econ om ic efficiency and distributional aspects o f  these 
proposa ls .

A  m a jo r ob jective o f  bo th  the Sitka B lo ck  P roposal and the Full/Partial B lo ck  P roposal 
is to reduce the potential for consolidation  relative to the C oun c il’s current IFQ  plan. 
Proponen ts think that placing quo ta  shares perm anently into b locks, creating a large 
num ber o f  relatively small blocks, and restricting the num ber o f  b locks (o r  partial 
b locks) that a person  can hold , will ensure the con tinued existence o f  a diverse fleet 
which includes sm aller part-tim e operations.

B o th  the S itka B lo ck  alternatives and the Full/Partial B lo ck  alternatives were analyzed 
to see if the plans reduced  "maximum potential consolidation" relative to the C oun cil’s 
curren t IF Q  plan. M ax im um  potential consolidation  was in tended to be an estimate 
o f  the m in im um  possible num ber o f  quo ta  share holders under each  alternative. T he  
p rocedu res used for estimating maximum  potential consolida tion  are described in Parts 
I and II o f  this discussion draft.

M ax im um  poten tial consolidation  is not intended to he a fo recast o f  the actual 
consolida tion  that will o ccu r under each alternative. A ctua l con solidation  is difficult to 
forecast. T h e  au thors suspect that actual consolidation  will be  less than maximum  
poten tial consolidation  under all alternatives including the C oun c il ’s current IF Q  plan.

W hich  alternative will p roduce  less actual consolidation  o f  qu o ta  shares is unclear. 
Nevertheless, if actual consolidation  is p roportion a l to estim ates o f  maximum  potential 
consolida tion , the analyses suggest that there will likely- he m ore qu o ta  share holders 
remaining in the fishery under these alternatives than there w ould be under the 
C oun cil’s curren t IF Q  plan.

4.1 M ax im um  Potential C onsolidation  - H alibu t Fishery

T h e  au thors used the ownership caps specified in the C oun c il ’s plan to estimate 
maximum  poten tia l consolidation  in the halibut fishery. T h e  C oun c il ’s current IF Q  plan 
served as the status quo -a lte rn a tive  in -these analyses.

T h e  Supp lem en ta l Analysis indicates that the ownership cap  restrictions, to the extent 
tnat they are en forceab le , will prevent the num ber o f  qu o ta  share holders and the 
num ber o f  vessels in the halibut fishery from  falling below  the follow ing levels:
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