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1. INTRODUCTION
1.1 Background

Until the extension of the fisheries jurisdiction to 200 miles in 1976, the Icelandic fisheries were, for all intents
and purposes, international and open-access fisheriege E@eign fishing fleets featured prominently on the
fishing grounds, taking almost half of the demersal cdteb.extension of the fisheries jurisdiction to 20ies all
but eliminated foreign participation in the Icelandic fisheries. Howeherinitial management measures taken in
the demersal fisheries following the extension of the fisheries jurisdiction in 1976 were inadequate and therefore did
not alter the common-property nature of these fisheries as far as domestic fishers were cdiegrveste still
forced to compete for shares in the caldierefore not surprisinglyhe development of the Icelandic fisheries in
the post-war era closely followed the path predicted for common-property fisheries: exhibiting increasingly
excessive capital and fishingat relative to reproductive capacity of the fish stocks.

The value of fishing capital employed in the Icelandic fisheries increased by over 1400% from 1945-1983.
Real catch values, on the other hand, only increased by 300% during the samd pesigithe growth in fishing
capital exceeded the increase in catch values by a factor of more thaanfbuin 1983, the output-to-capital
ratio in the Icelandic fisheries was less than one-third of the output-to-capital ratio in Th@&4post-war
development of fishing capital and catch values since 1945 is illustrated in Figure 1.

Figure 1
Fishing capital and catch values 1945-1997 (index 1945=100)
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Souce: National Economic Institute.

This long-term decline in the economic performance of the Icelandic fisheries did not go uniiticed.
thedefactorecognition of the exclusive 200-mile zone in 1976, the situation dramatically chahgddelandic
fisheries gradually came under increased management until, after 1990, a uniform system of individual
transferable quotas was instituted in practically all fisheries.

1.2 The pelagic fisheries

Due to an alarming decline in the stocks of herr@igigea haengu3, an overall quota in the form of a total
allowable catch was imposed on this fishery in 1969. But since this did not halt the decline in the stocks’
biomasses, a complete moratorium on herring was introduced in 1972. In 1975, when fishing on the Icelandic
herring stocks was partly resumed, it was obvious that the whole fleet could not participate, and the rule of open-
access for all vessels had to be abandoned. Hence, an individual vessel quota system with limited eligibility
(licensing) was introducedll vessels with a history of catching herring in the late 1960s and still in operation,
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were eligible for licensing. During the first yee Capelin (Mallotus villosus)

each eligible vessel only received quota e

other yearVessel quotas were small and issuet

a single season at a tim&he quotas wel e
determined annually by dividing tHBAC by the . .W 5 4
total number of eligible vessels. Ifeft, theTAC ~— &= = el
was divided into two parts, a purse-seT#C anc . . S "
TAC for vessels using other geai®he purse-seir
vessels received the major part of T#C, which
was then divided into individual vessel quotéke smaller part of th€AC became a common quota for all
vessels catching herring with gear other than purse-seingtimarily drift-nets.

It soon became apparent that there was an economic need for quota transféigilitgh formally non-
transferable, quotas were being transferred by various meaBeesfore, spokesmen for the industry proposed
that fairly unrestricted transfers of herring quotas between vessels be alltwgadas agreed to by the Ministry
of Fisheries in 1979/essels using gear other than purse-seines continued to receive a common shak®f the
until 1985 when individual quotas were issued for those vessels as well. In 1986 the vessel quota system in the
herring fishery was changed, such that all herring vessels were now subject to the same ITQ system and the
quotas became permanehie Fisheries Managemertct of 1990 made the quota system in the herring fishery
part of the general ITQ system.

The fishery for capelinMallotus villosus) which became a major fishery in the 1970s, was subjected to
limited-entry and individual vessel quotas for licence holders in 1980, at a time when the stock was seriously
threatened with overfishing\gain, a similar situation existed as for the herring fishery: too many vessels were
catching capelin considering tHAC permitted for the stock. In the case of capelin the industry asked for the
quota and licensing regulations. Owners of the bigger purse-seine vessels met in June 1980 and decided that they
would ask the Ministry of Fisheries to limit entry into the capelin fishery and allot a quota to each licensed vessel.
Only 52 vessels received a licence in 198k preceding year under open-access conditions there had been 68
vessels engaged in the capelin fishéiny1986, capelin quotas became transferalite. capelin quota system
became a part of the general ITQ system with the adoption &igheries Managemertct of 1990.

1.3 Demersal fisheries

In connection with the extension of Icelasmdxclusive fishing zone to 200 miles in 1976, the major
demersal fisheries were subjected to overall catch qudtagjuotas recommended by the marine biologists soon
proved quite restrictive and @dult to uphold.As a result, individual &brt restrictions, taking the form of a
limitation on the number of fishing days allowed for each vessel, were introduced in 1977. However because new
vessel entry into the fishery remained possible, the demersal fleet continued to grow and the allowable fishing
days had to be reduced from year to ygad 977, deep-sea trawlers had been permitted to fish forGantlié
morhug) 323 days a year but in 1981 they were only allowed 215 days,algspite a record catch. It gradually
became obvious to everyone concerned that this system was economically wasteful and access needed to be
restricted.

In 1984, following a sharp drop in biomass and catch levels of the demersal stock, especially for cod, a
system of individual vessel quotas was introduddte Fisherief\ssociation of Iceland, a wide forum of all
fishing industry participants, held its annual meeting on December 2 Anth8.end of that meeting, after some
heated discussion, a proposal was carried to ask the Ministry of Fisheries to try 1Qs for the demersal fisheries for
one yearin 1984.The annual meeting of thssociation ofVessel Owners had previously agreed to a similar
proposal. On December 22, 1983, the Parliament passed an amendmenfighahesAct of 1976 which
basically gave the Minister of Fisheries discretionary power to restrict entry through licensing and put a vessel
quota system in place. In the Upper Chamber of Parliament, the amendment received only the minimum majority
necessary: Lof 20 MPs in support.

Because of the generally favourable results of the system, it was extended for 1985 and 1986-1987.
However in order to ensure didient political support for the system, an important provision was added: vessels
were allowed to opt for &irt restrictions instead of catch quotas. On 8 January 1988, the Icelandic Parliament
enacted general vessel quota legislation that applied to all Icelandic demersal fisheries diedtivasbetween
1988 and 1990This legislation retained thefeft quota option but made it somewhat less attractive.

In 1990 legislation for comprehensive ITQ systems, Risheries Managemerfict, was passed by the
ParliamentThis legislation abolished thefeft quota option and closed certain other loopholes in the previous
legislation, especially as regards the operation of vessels underTLQv&Rels under 6 GRcontinued to be
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exempt from the ITQ systemyhis new legislation required licensing for all commercial fishing vessels and a
moratorium on issuing new licences. It also extended the ITQ system indefiditelg then, however the system
has continued to be modified, and tAit has been amended on several occasions sincel 1990.

1.4 The shrimp, lobsterand scallop fisheries

The fisheries for inshore shrimpgndalus bogalis), lobster Nephops nowegicu3, and scallopGhlamys
islandicg are relatively recent additions to the Icelandic fishefibsy were lagely developed during the 1960s
and 1970s and, from the outset, have been subject to extensive management, primarily limited local entry and
overall quotasAn overallTAC was set for the lobster fishery in 1973 with restrictions on the size of vessels and,
subsequentjicensing and vessel quotas in 1984. Legislation regulating the processing and fishing of inshore
shrimp and scallop was passed in 1975, giving the Ministry authority to issue quotas for these fisheries to the
processorsThere are seven inshore shrimp areas, each having regulations specifibéoMiinistry would set
aTAC for each area and then allocate shares to each shrimp-processing plant inTdredviaistry would also
decide on the total number of vessels that could catch the shrimp in the area and licence those vessels for the
fishery In deciding the total number of licences the Ministry would also decide on the maximum daily catch and
maximum weekly catch for each vessel. In addition the Ministry decided on the allowable size of vessels and the
appropriate geaihe processing plants would then allocate quotas to vessels that would catch their share of the
shrimp quota. In 1988, the deep-sea shrimp fishery also became subject to vesseTl heatemagement of
shrimp and scallop fisheries became part of the general ITQ system whislibeées Managemetct of 1990.

2. THE NATURE OF THE HARVESTING RIGHT
2.1 The current ITQ system

The management system is based on individual transferable quotas and is therefore appropriately referred
to as an ITQ systeriThe essential features of the current ITQ system are as follows: all fisheries within the EEZ
and some outside are subject to vessel catch gUttasjuotas represent shares in the total allowable ddtely.
are permanent, perfectly divisible and transferable and they are issued subject to a small ageual cheer
enforcement costIhe ITQ system is uniform across the various fisheries. Howshgit diferences between
the fisheries exist, mostly for historical reasdfsis system is based on tResheries Managemertct of 1990
with subsequent modificatiorslt applies to all fish stocks within the Icelandic EEZ for whicTAC is
necessarySince 1997 it also applies to fish stocks outside the Icelandic EEZ in which Iceland has national fishing
rights. This includes the deep-sea redfiSelpastes spgust outside the Icelandic EEZ, tAélanto-Scandian
herring, the deep-sea shrimp on the Flemish cap, and cod in the Norwegian EEZ and the Russian EEZ.

It should be noted that the ITQ system was superimposed on an earlier management system designed mainly
for the protection of juvenile fishhis system involving certain restrictions on geaea and fish size is still
largely in placeThe ITQ system has not replaced these components of the earlier fisheries management system.

2.2 Total allowable catch (TAC)

The Ministry of Fisheries determines th&C for each of the most important domestic stodkss decision
is made on the basis of recommendations from the Marine Research Institute (MRI), which has its own vessels that
are used to study the state of the fish stocks. In addition, the MRI relies on information from the fishers. In recent
years the Ministry of Fisheries has followed the recommendations of the Marine Research Institute quite closely
The cod fishery plays a substantial role in the Icelandic ecgnandy therefore not surprisinglguccessive
governments had been reluctant to curtailfA€s for cod in accordance with the recommendations of the MRI.
Only in the 1990s has the Ministry followed this advice and even stood firm on that decision despite political

1 TheFisheries Managemerct of 1990 has been amended almost every year since it camefauiofef. in 1992, 1994,
1995, 1996, 1997, 1998 and 1999).

2 The Icelandic fisheries were also subject to restricted acskssommercial fishing vessels had to hold valid fishing
licences, in addition to catch quotas. Fishing licences moreweee issued only to vessels already in the fishery in 1990
and their replacements, provided they were deemed comparable in terms of fishingrpheviishing licences were only
transferable with the vessels. In December 1998 the Supreme Court reached a decision on a case, concerning an application
by an individual for a commercial fishing licendge Ministry of Fisheries had declined the application and a lower court
had decided the Ministry had grounds for the refusal on the basis Bistieries Managementct of 1990.Article 5 of
this legislation stated that only vessels already in the fishery at the time of the legislation could receive Tihences.
Supreme Court found the article unconstitutional, on the grounds that it provided for unequal treatment ofTd¢igzens.
Parliament passed legislation in January 1999 to rectiffrigteeries Managememct All registered vessels may now
apply for commercial fishing licenceAccess is therefore not restricted anymore. Note, howeayéish TAC-controlled
species also requires possession of a quota allotment.
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pressure, even from within the government. In 199BA&-rule, which sets th&AC for cod at 25% of the
fishable stock, was established.

Currently 19 species are subject to ITQ@%hey include: eleven demersal species: cod, haddock
(Melanogrammus aeglefinys saithe Pollachius vieng, redfish, Greenland halibutRginhadtius
hippoglossoidgs plaice Pleuronectes plates$awolffish (Anarichas lupuy dab (imanda limandg long
rough dab Kdippoglossoides platessoideslemon sole Microstomus kilt and witch Glyptocephalus
cynoglossus two pelagic species, the Icelandic herring and capelin; as well as deep-sea and inshore shrimp,
lobster and scallopJogether these species account for over 90% of the landed value of the catch. In addition,
Icelandic vessels in the deep-sea redfish fishieyshrimp fishery on the Flemish Cap, andAtiento-Scandian
herring fishery are subject to ITQs. Several species on which fishing pressure is regarded as slight are not
currently subject tarAC.3 This means that the corresponding fisheries can be pursued freely by all licensed
vessels, but they are, in most cases, commercially negligible. IcET&@'’in shared stocks is annually decided
in the appropriate international forum. Currently four major international fisheries are managed on this basis.

Each eligible vessel is issued a permanent share imABefor every species for which there isTAC.
These permanent quota shares may be referredTidGshares.

2.3 Annual catch entitlement

The size of each vesselannual catch entitlement (ACE) in a specific fishery is a simple multiple of the
TAC for that fishery and the vesseTAC share. In some fisheries, such as those for capelin and inshore shrimp,
the management periods are seasonal, rather than a whol&éheaame rule nevertheless appligtile the
TAC share is a percentage, annual catch entittements are denominated in terms ofiv@ltanees).

The Icelandic demersal fishery is a mixed-stock fishery and vessels are bound to catch of species other than
the major one they wish to tat. The ITQs (orTAC shares) are, therefore, also denominated in terms of cod-
equivalents, as the cod-fishery is the most important fishery in Iceland.

2.4 Transferability

Both theTAC shares and th&CEs are fairly freely transferable and perfectly divisidlaC shares are
transferable without any restrictions whatsoexay fraction of a given quota may be transferred to another
vessel subject only to registration by the Fisheries Directdrhteparticulars of the exchange, including price,
are not registeredable 1 shows the developmentT@C shares in the period 1991-1998.

Table 1
Transfer ofTAC-shares 1991-1998. PercentagdA€C-shares in each year

91/92 | 92/93 | 93/94 | 94/95 | 95/96 | 96/97 | 97/98 | 98/99
Cod 10.6 13.0 6.7 18.1 18.7 11.8 31.3 12.8
Haddock 11.0 16.6 7.2 18.3 18.1 11.2 | 279 12.2
Saithe 10.3 14.2 9.2 12.8 17.9 10.0 | 28.8 11.5
Redfish 8.3 12.6 9.7 8.1 16.0 59 | 30.6 4.4
Greenland halibut 3.1 10.3 4.2 9.9 15.4 8.1 34.7 3.5
Plaice 10.7 18.1 10.3 17.1 11.6 11.5 24.8 14.1
Herring 12.0 16.6 12.0 | 25.0 | 432 16.7 | 28.8 17.7
Capelin 2.9 6.7 9.4 2.7 11.2 3.8 | 21.0 18.0
Lobster 22.1 14.1 7.5 30.7 17.2 | 209 19.2 12.1
Deep-sea shrimp 14.7 15.2 13.3 22.6 24.9 20.2 44 .4 28.1

Source: Fisheries Directorate

The transfer oACEs are subject to some restrictions. First, the Fisheries Directorate must agree to transfer
of all ACE between geographical regiofi$ie rationale for this stipulation is to stabilize local employment in the
short run and prevent speculation in quotas. In practice, howeappears that few inteegional transfers are
actually blockedTransfer ofACEs became subject to further restrictions in 1992 and 1994 when the Parliament

3 In addition Iceland receives a share in T for cod in the Norwegian EEZ and the Russian EHigse were allocated
to Icelandic vessels as ITQs in 1999.
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amended thd-isheries Managemerict of 1990. These amendments were designed to further discourage
speculative quota holdingEhe constraints were, howeyeglatively insignificant. Further restrictions came into
effect in 1998: up to only 50% of all\CE is freely tradeable between vessels unddereifit ownership in
exchange for moneyHowevey the ofsetting of transfers of ddrent species with equal value is not subject to
any such restrictions. Furtheas vessel owners are not allowed to include the crew share in the cost of quota
purchases, al\CE transfers, as of 1998/99, have to take place atfmmbfQuotaTrade Exchange.

Table 2 shows transfers ACE in 1992-1998. Note that the reductionAGE transfers in 1998/99 may
reflect the impact of the new restrictions introduced in 1988 and the impact of theTgad#eExchange.

Table 2
Transfers of quota between vessels 1992-188&ercentage of totAlCEL

Transfer® | 92/93 93/94 94/95 | 95/96 | 96/97 | 97/98 | 98/99
Type A 33.0 26.3 41.3 325 31.3 38.6 26.7

Type B 202 | 239 136 | 183 | 194 | 154 -
Type C 12.6 113 12.0 72 | 10.1 9.0 8.1
Type D 343 | 385 | 33.1 | 421 | 392 | 370 | 115
Total 662 | 637 | 781 | 712 | 681 | 693 | 463

1 These quotas are measured in cod equivalents and represent temporary annual quota (gross) transfers only
2 TypeA: Transfers between vessels with the same awner
Type B:Transfers between vessels withfeliént owners operated from the same pignpe B and D are
grouped together as of 98/99
Type C: Ofsetting transfers of diérent species with equal value between vessels wigreliit owners.
Type D:Transfers between vessels withfelient owners operated from faifent ports.
Souce: Fisheries Diectorate.

2.5 Exemptions from the ITQ System

There is one minor exemption from the current ITQ system: in the demersal fisheries, hook-and-line
fisheries by vessels under six GRre exempted from quota restrictions, but are subject instead to limited fishing
days and an overallAC. Although this arrangement was to end in 1994, the exemption was extended though the
number fishing days was reduced. Under the 1996 amendment Esliegies Managememct these vessels
now choose between a cod-share quota system and afaddrestriction system (maximum number of
allowable fishing days)As a group, they receive a 13.75% share of the gena&@lfor cod.

3. QUALITY OF THE ITQ PROPERTY RIGHT

Economic theory suggests that thécgncy of an ITQ system stems from its creation of private property
in harvesting rights €.g. Scott 1988, 1996Arnason 1995h, 1999; Libecap 198%Bhis suggests that the higher
the quality of this property right in terms of permanence, exclusiitg transferabilitythe greater will be the
resulting eficiency of the ITQ system (see Scott 1988, 1989 for more details). ITQs are, of course, imperfect
property rightsAn ITQ is a harvesting right and not property in the fish stdbky are, therefore, dédrent from
what is commonly referred as property rights on l&sdpointed out by Hannesson (1994), ITQs are comparable
to a right to extract a certain quantity of timber from a given forest or the right to harvest a certain number of deer
from a given populatiorAlthough this may give the necessary incentives to cut the timer and catch the deer in
efficient ways, it may not be suitable for the optimal husbandry of the forest or the population of deer

Article 1 of theFisheries Managememct of 1990states that the fish stocks in Icelandic waters are the
common property of the Icelandic people. It further states that the allocation of ITQs to individual firms and
vessels does not give irrevocable property rights in tha&esharesAlas, thisArticle has created uncertainty
concerning the permanence and exclusivity of the ITQs and has undermined its ecoieomerssss.

Legal scholars in Iceland have debated these issues and there seems to be a general consensus among them
thatArticle 1 of theFisheries Managememtct of 1990 lacks grounding in other legislatidhese scholars, it
should be noted, do not consider the fishery the propefif©fshareholders, but rather that they have a property
(an asset) in the harvesting righftke Parliament could, in principle, revert to open-access without compensation
to vessel owners, as long as access continued to be open fdr them.

4 The uncertainty and insecurity of the property rights in ITQs also created problems for tax authorities and tii@éanks.
tax authorities were uncertain whether a vessel-quota should be regarded as an asset anlthekgmr if expenditures
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As aresult, the quality of the property rights of Icelandic ITQs is substantially redineérnason (1999)
finds that on a scale of zero to one, the quality of the Icelandic ITQ property right is only about 0.7, considerably
less than the quality of the New Zealand ITQ right.

4. METHOD OF ALLOCA TION

The initial allocation ofTAC shares to individual vessels varies somewhat between fishEnegeneral
policy behind issuing quotas has always been to distribute the quotas in a “faivivesyit was recognized that
aTAC had to be set and entry in the fishery had to be limited.

Eligibility and the method for deciding on allocations have always been done in close cooperation with the
parties concerned,e. the government, the vessel owners and the fishermen. In the demersal fisheries, for
example, after the Parliament had changed the necessary legislation in December 1983 (a change that was based
on the proposals of the Fisherssociation and thAssociation olVessel Owners) a committee was formed to
develop specific regulations for the quota systdihe committee was comprised of representatives of
government, vessel owners and fishernTdre committee was assisted in its task by thé atahe Ministry of
Fisheries and the FisheriAssociation. In January 1984 the committee published its proposals and the Ministry
with only minor changes in the proposals, issued regulations in February for the demersal fishery for 1984.
Included in the regulations was the formation of an appeals committee comprising three members, one each from
the Ministry theAssociation oiVessel Owners, and thessociation of Fishermen.

The general rule for eligibility to receive quota in a given fishery has been that a vessel had to demonstrate
a catch history in that fisherin the demersal fisheries the initial allocation was equal to the \weasefage
share in the total catch during the three years prior to the introduction of the ITQ system in 1984. However there
were noteworthy exceptions to this rule: if for instance, the vessel in question was not operating normally during
the period from 1981 to 1983 (for instance because of major repairs, or had entered the fleet after 1981) the
calculated share was adjusted upwards. Several vessel-owners, based on these issues complained about their
initial quota shares in 1984, and the appeals committee made several changes. During the years 1985-1987 it was
possible to modify th&AC shares by temporarily opting forferft restrictions instead of vessel quotas, and by
demonstrating high catches during this period.

In the lobster and deep-sea shrimp fisheries the shares DA@weare also normally based on the vessel’
historical catch recorded during certain base years. In the herring and inshore shrimp fisheries th&Gnitial
shares were equal for all eligible vessé&lse same held for the capelin fisheexcept that a third of thBAC
shares were initially allocated on the basis of vessel hold-capHoéygeneral rule navis to issueTAC shares
in new fisheries to vessels on the basis of the catch record of the three previous years.

5. EVALUATION OF THE INITIAL ALLOCA TION PROCESS
5.1 Success in achieving initial policy objectives

As discussed earliethe allocation of quota rights in Iceland took place dewdiht times in dierent
fisheries.As new fisheries have been brought under the ITQ regime, new quota allocations have taken place.
Moreover even in established ITQ fisheries, quota allocations have been subject to modifications. In the
demersal fisheries, for instance, the allocation of quota rights was not a once-ath@ffair but an extended
process, due to the impact of théoefoption between 1985 and 1990, and the gradual inclusion of segments of
the small artisanal fleet into the ITQ system during 1991-1988s, the allocation of quota rights in the
Icelandic fisheries is a process that, though begun in 1975, is still goinchisnprolonged period of quota
allocations immediately suggests a certaifialifty in identifying and even discussing policy objectives of initial
allocations in a useful way

on quotas should be regarded as outlays that are deductible from taxable Wtmmehe tax authorities and the Ministry

of Finance could not agree on the rules it was left for the courts to decide the Thetmurts decided that transferA@@Es

would be treated as taxable outlay while transfer§A@ shares would be treated as assets and depreciated over 5 years.
Allocated quotas, whether annual or shares, were not subject to these tax rules and were treated as non-taxable. In 1997 the
Parliament passed legislation whereby depreciatioPAGf was abolished gradually through the year 200®& banks had

been unsure whether a vessejuota should be regarded as part of the vessglity (value) when a vessel is put up as
collateral for a bank loan. Both the Parliament and the courts agreed that quotas were not to be regarded as the property of a
vessel ownerand were, therefore, not a legitimate collateral for IoBims.Parliament passed legislation in 1997 that clarified

this issueVessel owners and banks have, howefigured out ways to circumvent this: for example, a bank may make a loan

on the condition that it must approve of any transfeBAd@ shares.
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Broadly speaking, the initial allocation, of quotas have taken place at the time quota systems in the various
fisheries were introduced. It is also broadly true that on those occasions the policy objectives for the particular
allocation selected, if they existed at all, were not stated. On reviewing the discussion at the times the most
significant steps in the allocation of ITQ rights occuriiegl 1975, 1979/80, 1984 and 1990) it egext that the
overriding concern in all cases was to improve the operating conditions and ecorimmiccgfof the fleets in
question. Concluding in each case that the way to go was IQs and ITQs, the question of quota allocation was
simply settled by whatever the main interested parties, primarily the vessel owners, fishermen and regional
representatives, could agree on.

This suggests that policy objectives in the sense of well defined goals were not a part of this procedure. It
was more like a balancing of the variousdkly similar) interests. In most cases the agreement was to allocate
quotas on the basis of retaining historical catch shares, thus suggesting that the overall consensus may have been
to (a) respect historical rights and (b) avoid rapid, radical changes in the distribution of catch across regions and
vessels.

In retrospect it is very clear that the main objective of increased econdivienely has been achieved.
Moreover historical rights have been ¢gly respected and the reallocation of catch via quota trades across
regions and vessels has been a fairly slow moving, smooth préobessthe two allocation objectives have also
been achieved.

5.2 Satisfaction of rights-holders with the piocess

First, it is important to realize that there is no hard data available on the views of rights-holders (or others)
about the ‘processThere are no reliable studies on this issStteerefore what follows merely represents our
impression.

It is useful here to distinguish between two groups of fishermen: vessel-owners on the one hand, and fishing
labour on the otheAs the quotas are associated with vessels, fishing labour are not rights-holders. Both parties
were reasonably happy with the allocation at the outset of each ITQ systday. vessel-owners, broadly
speaking, continue to be happy with the procébs is to be expected: they were the recipients of considerable
asset appreciation in the form of quota price incred3ese is only a certain amount of dissatisfaction among
those who sold their quotas prematurely. before they reached the current valliee only identifiable group
of vessel-owners that seems to be partly critical of the quota allocation process are the small vessel-owners,
especially those who entered the system later and do not hold quwtas, howeverepresent a small part of
the overall fishery

Today a subset of fishing labour appears critical of the quota allocations, especially those fishermen whose
vessels have reduced their quota holdings, and those fishermen who are in the position of having to participate in
the cost of quota purchases at the insistence of the owner of their vessel.

5.3 Views of othercommunity groups

The caveat regarding lack of reliable data (in Section 5.2) applies even more to this section. Community
groups outside the fishing industry were not involved in the initial allocation of quota rights in the various
fisheries and did not seem interested in the process. During the past few years, more precisely in the 1990s, the
sharing of the quota rents has become a significant topic in Icelandic political dgbggethis debate is mostly
concerned about reallocating quota rents by the means of taxes and does not necessarily question the
appropriateness of the initial allocation, this unavoidably enters into the discudstoefore, it does not seem
far from the truth to say that the various community groups, or more appropiia¢elgge part of the general
public, now questions the fairness of the initial allocation of the quotas. Howevkaps it is not so much the
fairness of the allocation itself - most people seem to realize that the vessel owners should be the ones to actually
operate the fishery - but the allocation of the quotas without any provision for quota fees.

One particular class of community groups should be singled out in this respect: the inhabitants of fishing
villages and towns from which quotas have been transfértexse are typically critical of the initial allocation
of quotas and often suggest that their community should receive (or have received) its own local quota.

5.4 Hind-sight assessment

Should rights have been allocatedfeliéntly, given hind-sight? In general the answer would be no. No
other course was really feasible at the time. It has to be remembered that, at the time 1Qs and ITQs were
introduced in the various fisheries, the fisheries were usually in crisis and there had to be substantial cutbacks
in TACs.
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In retrospect it seems that perhaps it might have been useful, at the time, to have undertaken two other
actions:

i.  Drawn attention to, and provided more information on, the long-term financial implications of the initial
quota allocation.

ii. Defined the quota asset (right) in such a way that later concerns about equity and fair distribution could be
more easily dealt with.

Assuming that the &€iency aspects of the ITQ system must not be compromised, this, of course, implies
two diametrically opposite approaches: (a) provisions for a later taxation of the quota right and (b), unqualified
property right protection for the quotas.
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