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The Groundfish Allocation Committee (GAC) met May 13-15 and developed the following recommendations for the Pacific Fishery Management Council (Council). 
This section on Initial Allocation is excerpt from the full report
Initial Allocation of Quota Shares (QS) to Processors

· The GAC recommends no initial allocation of quota shares for processors. 

(NMFS abstained from voting.)

Rationale: In reaching this recommendation, the following factors were noted in the GAC discussion: 
1. An initial allocation of quota shares to processors may erode the personal accountability for bycatch that QS are supposed to provide.  A major goal of the program is to maintain mortality of overfished species within the limits specified in the rebuilding plans.  To achieve this we need to clearly put responsibility on the fisherman and give them incentives for innovations that will allow them to increase their catch of target species while decreasing overfished species bycatch rates.  Starting out with an initial allocation of QS to fishermen clearly puts the responsibility on fishermen.

2. While QS may be transferred to processors after the initial allocation, the two are quite different.  The initial allocation is a decision made by the government while the subsequent distribution among sectors will be driven by each person’s individual business decisions to buy and sell.  For an entity that is granted the QS as part of the initial allocation, the incentives for optimal use, and hence for personal accountability, will be less than if they have to buy that allocation through the market place.  
3. The bycatch rate reduction expected with an initial allocation to fishermen will result in increased landings of target species which will benefit the entire industry, including processors.

4. The language of the MSA indicates a strong intent to recognize harvesters.  

5. Ultimately, both sides will benefit from the program and there is not a large disadvantage if processors are not given shares initially.  

6. There is limited evidence on the need for an allocation to processors and the ramification of such an allocation is unclear.  It does not appear that an allocation to processors will address concerns about the geographic distribution of harvest.

7. Consolidation is a concern and an initial allocation to processors may lead to greater consolidation.

8. The analysis indicates that currently there is not a level playing field between harvesters and processors and an initial allocation to processors may exacerbate that imbalance, especially given the degree of consolidation in the processing sector.

9. Long established relationships between processors and harvesters will continue to exist, there will not be widespread disintegration and relocation of these relationships.
10. The history of development of this program encompasses the identification of a continued harvester overcapacity problem and conception of the buyback program in 1996, the groundfish strategic plan, and the bycatch reduction amendment.  The success of this long-term effort requires protection for those established in the fishery in order to increase the economic stability for all.
Also cited were a number of the summary points at the start of “Competitiveness” under the section for harvest vessels in the “Impact on Sector Health” section of A-2.1.1a in Appendix A.

It was noted that in other rationalization programs, such as crab rationalization in the North Pacific, certain safeguards are built in to protect communities and the market power balance. But those safeguards are not built into this west coast rationalization program. Without those safe guards, greater consolidation could happen along the coast. Initial allocation to processors does not guarantee survival of communities or address concerns about geographic shifts of processing. 
In response to a question about the timing of the response to a request to the Department of Justice for a legal consultation around issues of concern related to allocation to processors and consolidation, National Oceanic and Atmospheric Administration General Counsel indicated that a response might be forthcoming this fall but would be dependent on litigation related workload in the intervening period. 
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