Why IFQ Shares Should Not Be Issued To Fish Processors
Note: The Draft EIS has divided the groundfish fishery into several sectors at the PFMC’s request.  Pacific whiting is treated separately from other species of groundfish which are collectively referred to as “non-whiting”.  Additionally, the Off-shore fishery which is composed of Catcher Processors (Factory Trawlers) and Motherships (Processing vessels) is treated separately from the Shore-side fishery.  The Council is considering Pollock fishery style Co-op’s for the Offshore fisheries and IFQ’s for the shoreside fisheries.
Additional information on the groundfish fishery may be found at the FMA’s website (www.trawl.org) and specifically about the IFQ program and schedule at http://www.trawl.org/IFQ-June%2008.html.
· Fish companies are fishermen’s customers.  The current customers should not be granted shares because they bought fish in the past.  Fishermen would like a large number of customers competing for the limited supply of fish.  According to the Draft EIS “… the processing sector for non-whiting trawl groundfish is characterized by a relatively small number of processing companies processing the majority of the harvest. The three largest companies handle approximately 80 percent of the non-whiting trawl landings, while the fourth through sixth largest companies handle just over 10 percent of the landings” (page 145).  Industry estimates are that the largest processing company currently purchases around 65% of all the shoreside non-whiting groundfish, with the second and third largest companies comprising 15% combined.  The EIS can not state data such as this, since it would be violating confidentiality rules.
· Federal law prohibits allocating fish to companies to be processed.  Since these companies will process the fish they receive, allocating harvesting rights to fish companies is the same as allocating processing rights.  Proponents of this allocation claim that this is different, but they are “making a distinction without a difference”.
· The price paid to fishermen has not changed significantly in the past 20 years (see http://www.trawl.org/Fish%20prices.html ) and when adjusted for inflation the purchasing power of the money earned by fishermen is considerable less than the purchasing power 20 years ago.

· Fishermen have no market power to influence the price of fish they receive and issuing shares to processors will only guarantee this situation into the future.  According to the Draft EIS “… harvesters in the non-whiting sector generate no economic profit from harvest activity. While it is unclear whether processors generate any economic profit from processing of non-whiting groundfish, it is clear that if profits exist in the industry, harvesters are not realizing those profits. This suggests that, if profits exist in the harvesting and processing of non-whiting groundfish, harvesters lack much bargaining power in negotiations over exvessel prices with processors” (page 147).
· If the current large processing companies are granted shares it will make it nearly impossible for new smaller companies to enter into the processing business.

· Small distribution firms will become locked into buying groundfish products from the largest processing companies.

· The largest fish processing companies also own their own fishing boats and will receive some shares for these boats as permit owners.

· If the largest processing companies receive processor shares this fish will in effect be taken off the top from all fishermen, leaving fishermen dependent upon these large processing companies.

· If the large fish processing companies receive shares they will have their own boats harvest this fish, meaning that this fish taken off the top will not be made available to most fishermen which will result in a loss of revenue to fishermen of 25% to 50%.

· Processors have argued that they need share to recognize the investment that they have made in the industry.  This is pure protectionism.  The investments they have made, has been made to process fish, not to harvest fish.
Letters to the Council must be received by May 21st to be included in the material sent to each Council member prior to the meeting and by June 3rd to be distributed on the first day of their meeting.  Letters should be address as follows:

Mr. Donald K. Hansen, Chairman
Pacific Fishery Management Council
7700 NE Ambassador Place, Suite 101
Portland, Oregon 97220-1384

Letters may be mailed, Faxed (503) 820-2299, or sent via e-mail (pfmc.comments@noaa.gov)
