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Why is this case study 
important?

• Most countries have fisheries sectors composed of fishers 
who ‘do what they do’ regardless of overexploitation or 
other disasters, and fight to maintain the status quo.  
Nobody likes change.

• They are often aided by governments during crisis, to 
maintain their ‘way of life’, and discourage change or 
diversification.

• Small island economies may be more susceptible to this 
because of lack of diversification in the economy generally, 
and lack of a critical mass of entrepreneurs. 

• France and French held Islands may be particularly 
susceptible to this path dependence, because of their 
special form of macro-economic policy.

• Fisheries economists rarely consider macroeconomic policy 
or debates that impact sustainability, but these are 
important.   



An important macroeconomic debate:  
Salt Water Economists and Fresh Water 

Economists

• Quick definition of the two schools:  
• Saltwater economic policies (from Economic thinkers of 

the Ocean states mainly of the US) - Policies founded 
on the assumptions that discretionary fiscal policy 
measurably affects business cycles;  

• Freshwater economic policies (from economic thinkers 
of universities around the Great Lakes)- Policies that 
assume dynamics of adjustment in business cycles and 
in economic shocks are that the more complex than 
supposed. Policies should focus on structural 
adjustments and institutional change, not simply 
public spending to increase aggregate demand.

• France appears to use policies that are more 
traditional and “Saltwater”; increase government 
spending to increase aggregate demand on the 
island, to counter the crisis.  

• But what happened to this small Island, especially 
after the cod moratorium of 1992?



So where is SPM and what happened?
• SPM is a French autonomous territory just off of 

Newfoundland… French (before, it was a Basque 
fishing camp) since around 1670. Control was 
traded between Britain and France until around 
1802. 

• As Britain developed control in the New World, 
they ceded fishing rights to France and SPM, 
notably through the treaties of Utrecht (1713).  

• These access rights evolved through time and 
gradually became a relationship between Canada, 
the citizens of SPM, and France.

• During the period of EEZ extension (1977) and the 
decline of the cod stocks off Eastern Canada (the 
1980’s), these access rights were increasingly 
abridged by Canada.

• So finally in 1992, a dispute over conflicting EEZs 
between France and Canada was resolved, and 
soon after Canada declared a two-year moratorium 
on cod fishing which was then extended.

• This threw Eastern Canada and SPM into a tail-spin, 
but the impact on the SPM economy was worse. 
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So what did we do?
• We used existing time series of macro-economic data of 

SPM to see if we could find evidence of a change in the 
economy.  What did we find?

• Hypertrophy of the public sector; large public works…airstrip 
and deep-water port for tourism, new hospital, etc.  

• Localized inflation for imported goods through increased 
aggregate demand

• A positive relationship between unemployment rates and 
exports (unexpected)

• A negative relationship between unemployment rates and 
labor activity (should be lagged positive)

• Decline in tourism despite the presence of excellent facilities
• The only diversified activities are artisanal fishermen 

diversifying their catch.
• Why (maybe) we saw these things;

• A “crowding out” of private investment by the public sector
• Readjustment of the market for labor towards more informal 

activities (subsistence) after the disaster, encouraged by 
generous welfare subsidies.

• Most importantly, a shutting down of entrepreneurial 
capacity, necessary for economic sustainability.

• Did “saltwater economic policy” fail, and if it did, then 
why?



Concluding Remarks…
• We think there is something to the so-called 

“Freshwater economists” ideas; maybe it is not any
public spending we need to boost aggregate 
demand after a disaster, but rather more focused 
investments (although this is a good time for 
investments that are not easily substitutable with 
private investment);

• We need public investment that will help generate 
entrepreneurial capacity… development and 
retraining of human beings for an economy that 
encourages diversification away from fishing using 
unsustainable methods.  Unfortunately, fisheries 
management and policy making often perpetuate 
standardization and path dependence to make their 
own jobs easier. 

• As pointed out elsewhere by Le Floc’h et al (2012), 
the policies we put in place can either perpetuate 
behavior we often know is unsustainable, or they 
can encourage change.  Policies in SPM probably 
needed to encourage change by investing more in 
human capital, as well as knowledge and social 
capital. 
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