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The Red Snapper IFQ Program 
Two components of quota 

Share - % of the total commercial quota owned 
by individual entities and represents a perpetual 
but revocable privilege 

Allocation – Annual harvest privilege (in pounds) 
associated with share and is the amount of red 
snapper a fisher can legally land or trade 



The Red Snapper IFQ Program 

Eliminated derby style fishing and decreased 
overcapacity 

 

Socioeconomic Concerns: 

High discard rates in the eastern Gulf 

Consolidation of harvest 

Growth of investor shareholders and 
allocation dependent fishers 



Proposed Changes to the FMP 

Increase harvester share ownership 

 

 

Limit consolidation 

 

 

Increase harvest flexibility 



IFQ Participant Types 

Type 

Characteristics 
  

Owns a reef fish 
permit? 

Owns Shares? 
Fishes (i.e., lands and 

sells  fish 
commercially)? 

Trades (buys or sells) 
allocation? 

Investor  No Yes No Yes, sells 

Investor fisher Yes Yes Maybe Yes, sells 

Share fisher Yes Yes Yes No 

Allocation supplementer Yes Yes Yes Yes, buys 

Allocation dependent fisher Yes No Yes Yes, buys 

Allocation broker Maybe No No Yes, buys and sells 



Increasing Harvester Share Ownership 

 Reef fish permit requirement proposals: 

 Restrict future share transfers to accounts with a permit 

 Limit the amount of share that non-permitted IFQ accounts 
may possess 

 Designed to make share investment less attractive to 
investors (increases investment cost approx. $9,375) 

 



Impact on Investors (IRR) 
 Investment values (allocation - $3/lb, share - $34/lb) 
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Increasing Harvester Share Ownership 

 Share redistribution proposals: 

 Use-it or lose-it provision for quota shares 

 Lease-to-own provision for lessees 

 

 

 Analysis focused on gradual implementation 

 

 



Impact on Investors (IRR) 
 Adjusted investment income to account for annual forfeiture of X% of allocation 

sold to others 

 

 

 

 

Forfeiture 

rate 

Rate of Return 

Remaining share ownership at 

t=10 

Share price0 = 

$34/lb 

Share price0 = 

$30/lb 

Share price0 = 

$25/lb 

Share price0 = 

$20/lb 

0% 10.28% 12.55% 16.17% 21.27% 100.00% 

2% 8.07% 9.52% 12.04% 16.02% 81.71% 

5% 4.76% 6.16% 8.61% 12.46% 59.87% 

10% Negative 0.58% 2.90% 6.55% 34.87% 

25% Negative Negative Negative Negative 5.63% 

50% Negative Negative Negative Negative 0.10% 



Proposals to Limit Consolidation 

 Cap allocation at the entity level 

 Herfindahl-Hirschman Index values not indicative of strong market 
concentration(Mitchell 2016) 

 

 

 Cap allocation at the vessel level (per vessel harvest) 

 Gini coefficient fell after IFQ implementation (Agar et al. 2014) 



Proposals to Increase Harvest Flexibility 

 Allow harvesting without a reef fish permit 

 Increased demand for share and allocation 

 Decreased supply of allocation 

 Good for investors, bad for allocation dependent fishers 

 

 



Proposals to Increase Harvest Flexibility 

 Allow allocation to roll-over 

 Beneficial to allocation dependent fishers and allocation 
brokers 

 In 2013, the commercial quota was increased 30% on 
September 30th 

 Allocation price as a percentage of ex-vessel price went 
from 66% to 84% 

 Quota roll-overs could lead to ACL problems in 
subsequent years and higher administrative costs 

 

 



Key Takeaways 

 Design details are important 

 Outcomes associated with share redistribution proposals 
would depend on forfeiture rates 

 

 

 Proposed changes must consider all IFQ participant types 

 Proposals to increase share ownership among harvesters 
could negatively impact allocation dependent fishers 

 




