

[image: e9789264074958_cover.jpg]







Fisheries Policy Reform



Collective





This work is published on the responsibility of the Secretary-General of the OECD. The opinions expressed and arguments employed herein do not necessarily reflect the official views of the Organisation or of the governments of its member countries.

Please cite this publication as:

OECD (2011), Fisheries Policy Reform: National Experiences, OECD Publishing.

http://dx.doi.org/10.1787/9789264096813-en


9789264074958








































 Corrigenda to OECD publications may be found on line at: www.oecd.org/publishing/corrigenda.

© OECD 2011

You can copy, download or print OECD content for your own use, and you can include excerpts from OECD publications, databases and multimedia products in your own documents, presentations, blogs, websites and teaching materials, provided that suitable acknowledgment of OECD as source and copyright owner is given. All requests for public or commercial use and translation rights should be submitted to rights@oecd.org. Requests for permission to photocopy portions of this material for public or commercial use shall be addressed directly to the Copyright Clearance Center (CCC) at info@copyright.com or the Centre français d’exploitation du droit de copie (CFC) at contact@cfcopies.com.




Foreword

This report presents five case studies of fisheries policy reform experiences in OECD countries: Iceland, Korea, Mexico, Norway and New Zealand. The draft report was prepared as part of the Committee for Fisheries project on “Fisheries Policy Reform”. The aim of the case studies is to review the reform experiences in selected OECD countries in order to identify the key features of the reform processes and elicit general lessons on reform in the fisheries sector.

In 2008, the Committee for Fisheries agreed to the release of this report under the responsibility of the Secretary General.
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Executive Summary

The ingredients of successful fisheries management have been known for many years. Well-defined access and use rights, a sound scientific basis for decisions of catch and effort levels, effective enforcement, and stakeholder involvement in decision-making form the core attributes of effective fisheries management regimes. While much has been done to improve fisheries management performance across OECD countries, the scope, depth and timing of reform towards profitable and sustainable fisheries has varied considerably. There is broad consensus that further reform in the fishing sector is necessary to respond to the ongoing problems of over-fishing, overcapacity and poor economic performance that persist in many parts of the sector and in many OECD countries. However, there is less analysis and guidance on the process by which reforms can be undertaken and sustained.

This study focuses on the factors that hinder or assist the process of reform in the fisheries sector in a number of OECD countries. Focusing on the political economy issues underlying fisheries policy, the reform experiences of Norway, Mexico, Iceland, New Zealand, and Korea are reviewed. The purpose of the case studies is to provide an overview of domestic reform experiences in the fisheries sector of these countries and to highlight the lessons learned from the experiences. While the reform experiences reflect a range of national resource endowments, political systems, economic, social and cultural backgrounds, and fisheries policy objectives, and highlight the different challenges and approaches in the countries’ experiences, there are sufficient common elements that enable a structured review of the ingredients that underlie successful reform.

The case studies

The case studies focus on: the policy context in which reform is undertaken; the drivers for reform (including the role of different groups in developing and implementing reform); key features of the policy reform and impacts on the sector; the sustainability of the reforms; and key lessons learned from the reform experiences.

The case study of Norway reviews the process of introducing market-based reforms to manage over-capacity in the Norwegian fisheries sector. The fisheries sector is a politically important sector in Norway due in large part to the high regional concentration of the industry and the organised influence of the fishers’ organisations. These factors played a significant role when it was decided to introduce market-based management reforms into the sector to help address the problems of overcapacity, low profitability and depleted stocks. The process of reform, which essentially began in the 1990s, was strongly influenced by distributional considerations, a fear of privatisation of the commons through the use of ITQs, and the diverse views of the different fleet segments. The establishment of the vessel-based quota system was a reaction to this and issues surrounding the system’s design, allocation keys for the quota and the longevity of the system were strongly debated. The Norwegian case study highlights the important role of strong stakeholder involvement, varied compensation strategies, and the demonstration effect in contributing to successful reform.

Mexico underwent a period of reform in the decade prior to 2006, although of more limited ambition and scope. The key reform challenges facing the Mexican fishing sector were the lack of institutional stability, a degree of legal uncertainty surrounding the sector, the highly disparate nature of the industry (ranging from modernised commercial tuna and shrimp fleets to artisanal subsistence fleets), and conflict between resource users. The reforms were successful in improving the institutional structure of the governance arrangements for the sector, coordination amongst government agencies, and strengthening the legal framework surrounding the access of commercial fishers. Factors which helped to underpin the reform process included the decentralisation of decision making which, while limited, represented a fundamental shift in the relationship between government and the industry. Better targeting of support programmes and the use of vessel decommissioning payments helped to facilitate support for reforms in key segments of the industry.

The process of fisheries policy reform in Korea has been driven by depletion of commercially important stocks and poor economic performance of the country’s fishing industry due to a continuous decline of inshore and offshore fisheries catches since the mid-1980s and, at the same time, an increase of costs. Korea has developed a number of policy responses to address the challenges. A permit system has been used as a framework to control fishing effort and ceilings of the number of permits have been gradually established for different fishing types since the 1980s. Other policy measures include area/time closures and mesh size and gear restrictions, and the introduction of the Total Allowable Catch to control catches of important species. There has also been a broad implementation of a community-based fisheries management scheme. High level political support from the President’s office was a key factor in driving the reforms forward. The use of financial incentives to facilitate support for reforms and to compensate the potential losers from policy changes also played a key role. The demonstration effect helped to engender a momentum for reform from fleet segments outside the initial reform push.

The case of Iceland as one of the leading countries to adopt Individual Transferable Quotas (ITQs) provides good insights for fisheries policy reforms at the national level. While the Iceland experience is often characterised as having been a revolution in fisheries management, it was in fact, more of an evolution with an emphasis on continuous improvement in the design and application of ITQs. Driven by economic and environmental crisis, the introduction of ITQs has had to address stakeholder concerns over distributional issues, by catch management, and the more fundamental question of the use of exclusive access rights to manage common property resources. The endurance and strengthening of the ITQ system over time reflects an open and transparent institutional structure governing the sector, and the strong profitability in the ITQ managed fisheries which generates considerable support for sustaining and building upon the initial policy initiative.

Finally, the case of New Zealand represents a “big bang” approach to the introduction of ITQs to the sector. While there was a dawning economic crisis in the sector, the introduction of market based reforms was primarily driven by a more general, economy-wide reform agenda to modernise New Zealand’s economy. While the top-down introduction of ITQs occurred fairly rapidly, the New Zealand experience highlights the important role of continuous improvement in ensuring that the reforms were fine-tuned and adjusted in order to maximise economic efficiency in the sector. Time-limited and targeted structural adjustment assistance helped to facilitate the reform process, and the pay-off to those who stayed in the industry was in the form of strong rights-based management instruments coupled with a high degree of meaningful stakeholder involvement built into the governance arrangements for the sector.


Key insights

The case studies in this report provide a review of the process of reform in selected OECD countries. While the ambition, effectiveness and sustainability of the reforms differs from country to country, there are sufficient common insights that can be generalized to the process of policy reform in all OECD, and indeed many non-OECD, countries. The key insights focus on: identifying the need for reform; the factors driving reform; building support for reform; and sustaining reform.

Before reform can take place, it is necessary to identify the need for reform to take place. Without such a trigger, there is unlikely to be any support amongst key actors (fishers, politicians, even the general public) for policy change from the status quo to take place, nor any agreement on what the policy change should even be addressing. The experience from the case studies demonstrates that poor environmental performance is not generally sufficient to prompt governments to undertake significant reform efforts. In each of the case studies, it was economic crisis rather than environmental crisis that provided the key trigger for reforms to be contemplated and acted upon.

One of the consequences of this observation is that the economic costs to the fishing sector, and to society more generally, that result from poor environmental performance will tend to be larger than would be the case if reform efforts had been started earlier. It is, therefore, necessary to ensure that the institutional frameworks governing fisheries provide greater scope for an “early warning” system to forestall environmental and economic crisis, thereby supplying the necessary information and risk analysis to trigger changes in policy or course corrections to management arrangements. A greater focus on the economic consequences of policy and management decisions than is currently the case is a central ingredient in such an early warning system. Such data are fundamental to determining the economic and, in conjunction with biological data, the environmental health of a fishery and can provide important signals to decision makers about the need to undertake policy reform.

The driving forces behind reform help to raise pressure to place the reform needs on the political agenda. While the key driving force is generally economic crisis affecting the fishing sector, the case studies have demonstrated that there are other drivers, both external and internal to the sector, which can also be harnessed to help drive the process of reform. First, there are often policy reforms that occur more generally within the economy that have a flow-on effect to the fishing sector. Such general policy reforms can often bolster and accelerate existing pressure for reform in the sector. Second, pressure for reform can be driven by events outside the domestic economy altogether (for example, commitments under the GATT or the WTO to liberalise trade restrictions or under international environmental commitments).

Third, pressure for reform can be driven by groups within the fishing sector. This may be the result of a perception that the returns to particular groups can be increased from a change in some aspect(s) of government policy (classical “rent-seeking” behaviour). The potential beneficiaries of policy change have a strong interest in seeing particular reform agendas pursued. Individual fleet segments in the countries studied lobbied for reforms that had been introduced in other fleet segments, largely as a result of the demonstration effect of the benefits of specific policy changes. Finally, a fundamental ingredient for driving reform is political will. Strong and effective leadership is essential to seeing reform initiatives be developed and implemented. Often, this is the outcome of key personalities in leadership positions in the government or in the fishing industry. This will also be influenced by the strength of stakeholder involvement.

The case studies have also demonstrated that reforms are generally a long-term process and that careful building support for policy reform is essential to the eventual success of the reform. Central to achieving this is the identification of the costs and benefits of reform both between groups and over time. The costs of fisheries policy reform are generally highly concentrated in specific groups while the benefits are diffused across the community as a whole. In addition, the benefits of reform may accrue over the longer term (for example, through stock rebuilding or responses to changes in management policies), creating a transitional burden that may reduce support for change. Identifying the potential winners and losers from reform enables the government to better target compensation and transitional measures, and to build support for reform.

Compensation strategies to address distributional concerns arising from policy reform proposals plays a central role in building and maintaining support for reform amongst key stakeholders. The case studies highlight the fact that there is a range of forms that the compensation can take: the use of adjustment payments (such as vessel decommissioning and license buyback programmes, temporary and targeted social support schemes); and stronger rights-based management regime for those who remained in the sector, in order to provide for more profitable and sustainable sectors.

The organisation and representation of fishers’ interests is a key to gaining support for reform. It is clear that the reforms would have been much more difficult to implement if there had not been a strong institutionalised approach to ensuring stakeholder involvement in decision-making. In addition, the demonstration effect proved to be a major factor in ensuring that there was a steady build-up of support for reforms in the countries studies.

One of the major challenges in all policy reform efforts, not just in fisheries, is ensuring that reforms are sustained over time. The pressure to wind back reforms can be significant, especially if particular interest groups have retained sufficient power or cohesiveness following the reforms to influence the future course of policy. Withstanding such pressure can require significant political commitment and may need to be coupled with further measures to gain the support of remaining disaffected groups (through, for example, compensation strategies).

The case studies have demonstrated the fact that successful reform is generally not a one-off event, but is actually a result of a process of continuous improvement over time that fine-tunes and adapts policies to evolving policy realities and external circumstances. Reform can also be made more sustainable by ensuring that the policy settings in place provide for autonomous adjustment that improves the flexibility and adaptability of the sector to changing natural and economic circumstances.

Finally, the study demonstrates that there is no “one size fits all” approach to policy reform in the OECD fishing sector. The reform experiences reviewed in this study reflect a range of national resource endowments, political systems, economic, social and cultural backgrounds, and fisheries policy objectives. The case studies also highlight the fact that successful reform is possible and can create a profitable and sustainable fishing industry. However, reforms must be underpinned by strong political commitment, sound economic analysis, appropriate distributional and compensation strategies, and a high degree of stakeholder involvement in the institutional framework within which reforms are developed and implemented.





Chapter 1

Introduction

Over the past decades, a broad consensus has developed on the key features that characterise sustainable and responsible fisheries in the OECD countries. Well-defined access and use rights, a sound scientific basis for decisions of catch and effort levels, effective enforcement, and stakeholder involvement in decision-making form the core attributes of effective fisheries management regimes. Manifestation of this consensus can be found in the FAO Code of Conduct for Responsible Fisheries and associated technical guidelines, and the OECD’s reports on sustainable fisheries, the transition to responsible fisheries and the use of market mechanisms (FAO 1995, 1997; OECD 1997, 2000, 2006).

There has also been a broad consensus that reform in the sector is crucial to respond to the problems of over-fishing, overcapacity and poor economic performance that persist in many parts of the sector. This consensus is reflected in the domestic reform agendas for the fisheries sector in many OECD countries (such as the ongoing reform of the EU’s Common Fisheries Policy) and at international levels (for example, the commitments to restore fish stocks by 2015 and discipline fisheries subsidies under the WSSD Plan of Implementation and Doha Declaration, respectively). While much has been done across OECD countries, the scope, depth and timing of reform towards sustainable fisheries have differed considerably across countries. These cross-country differences generally reflect two distinct factors. First, the reforms that have been undertaken reflect different national starting points and national preferences. Second, they reflect the different political economy issues in creating the necessary consensus for reform and overcoming opposition to reform by distinct groups within the sector.

This study focuses on the factors that hinder or assist the development of consensus for reform in the fisheries sector in a number of OECD countries. The study is part of the broader OECD project on “Fisheries Policy Reform”. Other components of the project focus on the social effects of fisheries adjustment, capacity adjustment, and reform in regional fisheries management organisations. The next section in this study presents a simple exposition of the key elements of the framework. The framework provides insights into the factors that influence the possibility and pace of reform. Case studies of fisheries sector reform in Norway, Mexico, Iceland, New Zealand, and Korea are then presented in the following chapters. The purpose of the case studies is to provide an overview of domestic reform experiences in the fisheries sector of these countries and to highlight the lessons learned from the experiences.

The reform experiences reviewed in this study reflect a range of national resource endowments, political systems, economic, social and cultural backgrounds, and fisheries policy objectives. Nevertheless, while there are different challenges and approaches in the countries’ experiences, it is the intention of this paper to elucidate the common elements that underlie successful reform and the lessons learned from reform efforts that fall short of their intended outcomes. The case studies will focus the following issues:



	the policy context in which reform is undertaken;

	the drivers for reform (including the role of different groups in developing and implementing reform);

	key features of the policy reform and impacts on the sector;

	ensuring that reform is sustainable; and

	lessons learned.


The motivation for the study lies in the relatively large amount of information that is available on failures of fisheries management compared to management successes. As observed by Cunningham (2005) in a recent review of successful fisheries management, “[t]here is an overwhelming concentration on bad news with innumerable studies demonstrating disaster, failure and human-error” (p.9). This is perhaps understandable given that it is widely acknowledged that fisheries management tends to have been characterised more by failures than successes. In addition, it often seems more pressing for commentators, academics and politicians to highlight management problems and to offer solutions. It can also be argued that, in many cases, accusations of management failure have been used to disguise a debate between stakeholders about management practices and priorities (Cunningham, 2005).

There have, however, been many examples of successful reform in the fisheries sector that can provide just as valuable insights to the policy process as those from policy failures (although, as noted below, success is often difficult to measure with multiple policy objectives). Successful reform tends to be taken for granted in the policy debate and also by the general public. This review will seek to draw out the key messages from a selected number of case studies of reform in the OECD fisheries sector. It is not intended to be a comprehensive review of reform in the sector, but will provide positive examples of successful reform and illustrate pertinent insights.

Defining “successful” reform

In this study, reform is defined simply as a change in policy settings from the status quo. Reform can therefore refer to major sectoral policy changes, or to smaller policy initiatives focused on a particular fishery or even segment of a fishery.

While the concept of reform is fairly straightforward, defining “successful” reform is more contentious. From a theoretical perspective, successful reform should result in an improvement in total social welfare. This requires that the magnitude of gains and the magnitude of losses from a policy change are such that the gainers can fully compensate the losers for the losses and still be better off themselves.1 The compensation is purely hypothetical and does not necessarily have to be paid for a policy reform to be considered welfare-enhancing for society. The actual distribution of the gains and losses between different groups in society, and the associated compensation strategies, depends on political economy factors such as the relative bargaining strength of the groups and the economic and political institutions in particular countries.

In practice, success also needs to be measured in terms of outcomes against the objectives. The fisheries management problem revolves around the constraint of needing to maintain the renewable resource base, while accommodating a range of objectives of governments in relation to economic and social policy. All these dimensions are inextricably linked within the fisheries system and changes to policy settings in one dimension will have a flow-on effect to the other aspects of the system (Charles, 2001). The ecological and economic objectives are relatively straightforward: to maintain the harvest at a sustainable level so as to maintain the fish stock; and to maximise economic potential of the fishery sector (measured as resource rent) (FAO 1997).

The social objective in fisheries management is arguably the hardest to define or identify because it can encompass so much and has a direct impact on politically difficult distributional issues. In OECD countries, the social dimension tends to revolve around employment opportunities, income distribution, regional development, food security and community resilience. It can also encompass issues of participation, empowerment, cultural identity and social cohesion.

Successful reform will result in successful management and there is a considerable literature on what constitutes successful fisheries management. The principles of successful management have been articulated in international forums such as FAO, (through Code of Conduct for Responsible Fisheries (FAO 1995)) and the OECD (through its work on sustainable fisheries (OECD 1997)), as well as in numerous academic publications (see, for example, Crutchfield, 1965; Charles, 2001; Cunningham and Bostock, 2005, Grafton et al., 2007). The key principles include (but are not limited to) the establishment of well-defined rights of use and access, sufficient institutional capacity for management, research and enforcement, meaningful stakeholder participation in decision making, generation of resource rent, and a holistic approach to management. Incorporation of these features into fisheries management frameworks will help ensure a sustainable and profitable fisheries sector.

In practice, however, objectives may be mis-specified (for example, as a result of inadequate information, a misunderstanding of the nature and causes of the problem, through manipulation of the policy process by interest groups, as a result of diverse pressures on politicians, etc.) and implementing such reforms may not necessarily lead to an improvement in fisheries management and hence in social welfare.

Can this situation be classed as successful reform even though the stated objectives of the policy change were met? In this study the answer is definitely “no”: if the particular reforms do not lead to an improvement in social welfare, then the reform cannot be considered to be successful. Mis-specifying the objectives to the extent that they result in a lowering of fisheries management performance indicates a systemic failure in the policy process itself. To some extent, this definitive response depends on who establishes the objectives and the criteria for success: objectives may differ considerably between groups so that a reform that is regarded as a success by one group may well be regarded as a failure by another group (Bennett, 2005). It also depends on the measurability of success (it is generally easier to measure biological and economic outcomes than social outcomes) and if the success (however measured) is sustainable over time.

In summary, therefore, successful reform requires both the achievement of the stated reform objectives and an improvement in social welfare (broadly defined to include environmental, social and environmental aspects)2.


Notes

1
These criteria are based on the concepts of Pareto-improvement and Kaldor-Hicks compensation. See Hausmann and McPherson (1996) for a summary of these concepts and their use in welfare economics.


2
It should be noted that there are considerable measurement difficulties in trying to develop a composite indicator of total social welfare and that the concept of social welfare is used for illustrative purposes in this study.







Chapter 2

The political economy of fisheries reform

This chapter provides a basic overview of the key issues surrounding the political economy of fisheries reform. In broad terms, a political economy framework describes how citizens or stakeholder groups and government interact in a hypothetical political market (Box 2.1). Governments are likely to be motivated by a number of factors such as ideological objectives, social welfare, the pursuit of economic efficiency, and the desire to retain office, and government policy decisions will reflect these complex objectives. Citizens (or stakeholders groups) signal their policy demand or preferences through various channels such as lobbying or voting choices. Political, legal and economic institutions will determine the limits and effectiveness of each stakeholder in achieving its objectives.

The chapter discusses the key factors that inhibit policy reform in the sector as well as the factors that influence the reform process. These factors are then illustrated in the context of the fisheries sector, from a general perspective, in order to provide a framework for the country case studies.


Factors inhibiting policy reform

At a general level, resistance to reform is reflected in a tendency toward favouring the status quo and can be ascribed to a number of factors: perceived unequal distribution in the potential gains and losses from reform; the differential organisational ability between groups; the timing of cost and benefits of reform; and uncertainty regarding the gains and losses from reform. The political economy literature also highlights the problems of sustaining policy reform in the face of pressure from social actors to reverse some or all of the policy changes once they have been implemented.


Distribution of gains and losses from change

It is well recognised that the implementation of government programs can result in different groups in society gaining or losing from the change (Becker, 1983). Government programmes can be broadly or narrowly targeted. Education and health are examples of broadly targeted programmes. They provide goods, generally public goods, which cannot be easily tailored to specific groups. As they concern a large portion of society they are usually intensively debated in the political process (in particular, in electoral contests) and the gains and losses tend to be relatively evenly distributed across society.


Box 2.1. The basic political economy framework

Since government policies are ultimately a consequence of political choices, it is necessary to examine the political incentives and motives of policy makers and other agents in the economy in order to better understand the influences on particular policy choices. The political economy literature provides a general framework that captures the key tensions and conflicts that are likely to influence policy making in a democratic system. The literature begins with the general presumption that self interest is the basic behavioural driver for individuals (including politicians) (Damania, 2005). This does not preclude altruistic motives or enlightened leadership by policy makers. It is recognised that individuals care about the well-being of their fellow citizens and the environment, and that politicians derive satisfaction from pursuing socially beneficial policies. The self interest assumption therefore captures the concept that behaviour is governed by attempts to maximise well-defined objectives, which may include both altruistic and egoistic motives.

In a political economy framework citizens or stakeholder groups and government interact in a hypothetical political market. Governments are likely to be motivated by a number of factors such as ideological objectives, social welfare, the pursuit of economic efficiency, and the desire to retain office, and government policy decisions will reflect these complex objectives. Citizens (or stakeholders groups) signal their policy demand or...
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