
From: Alspach, Tom
To: Luisi, Michael; Elliott, G. Warren; Cimino, Joseph; O"Reilly, Robert; Shiels, Andrew L.; Davidson, Maureen;

Batsavage, Chris; Stew Michels; Pentony, Mike; Gwin, Sonny; Steve Heins; Slacum Jr, Ward; Mann, Roger;
Townsend, Wes; Hughes, Peter B.; Winslow, Sara; deFur, Peter; Nowalsky, Adam; Anthony DiLernia; Nolan,
Laurie; Hemilright Jr, Dewey

Cc: Moore, Christopher; Coakley, Jessica; Montanez, Jose; John Boreman
Subject: SSC Comments on the SCOQ Excessive Shares Amendment

Dear Chairman Luisi and Council Members:
 
            We have reviewed the SSC’s recent submittal to the Mid-Atlantic Council, Attachment 3
to the SSC Committee report, entitled “SSC Comments on the SCOQ Excessive Shares
Amendment.”  
 
            The published agenda for the SSC meeting on May 7 and 8 included no reference to a
discussion about, let alone approval of, a Committee statement on the pending MAFMC
excessive shares amendment, and particularly Alternatives 5 and 6.  Had we in the industry
known that this issue would in fact be considered, there would have been a substantial
number of industry representatives in attendance, who could have saved the Committee from
committing to the uninformed and inaccurate statements – certainly not “science” – that
pervade the document. 
 
            But that damage is done and now we are left with only the alternative of responding to
the SSC Comments after the fact.  For purposes of brevity, we will reference just several of the
demonstrably false statements included in the “SSC Comments”:
 
SSC Comment:  “Because of unique circumstances in the SCOQ industry, market power in
the form of monopsony exists and has existed for some years, and has led to serious
effects on the industry.”
 
            Where is the evidence, or citation to any peer reviewed study or report, that would
support this undocumented conclusion?  The Committee alleges that this market power has
existed “for some years,” but the real economists who have studied the SCOQ industry have
concluded that no such market power exists.  These included the three economists with
Compass Lexecon, hired by NMFS, who produced an extensive report on the industry [“The
evidence does not support the conclusion that the processing sector has exercised market
power in the surfclam or ocean quahog fisheries”].   And the Northern Economics
professional team that just concluded an ITQ program review [“The evidence does not
support a conclusion that market power over quota prices is currently being exercised”]. 
These economists spent years studying the industry, and did not find that “monopsony exists
and has led to serious effects.”   The SSC is making this up. 
 
SSC Comment: “Once the processing sector accumulated enough catch shares to match the
market equilibrium output [MEO] the game was over.  The processors would produce the
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MEO level of production with their own annual shares, and all other annual shares would
go unused.”
            The processors utilize only their own ITQ shares, and “all other annual shares go
unused”?   This is an irresponsible, provably false, allegation.  Sea Watch International, Ltd.,
the largest of the processors, could not begin to meet its required level of production “with its
own annual shares,” and thus is compelled to lease shares from the non-participants.
 
            During the four years 2014 through 2017 (2018 data is incomplete), the MEO for
surfclams was about 2.2M bushels, and for quahogs was about 3.1M bushels.  According to
the SSC this meant processors met the level of production “with their own annual shares,”
such that the ITQ shares of non-participating owners were “unused.”  In fact, here is the
amount of surf and quahog ITQs that Sea Watch was compelled to lease from a non-
participating ITQ owner:
 
            Year                             Surf ITQs Leased                                Quahog ITQs Leased
                                                    (Bushels)                                              (Bushels)
 
            2014                                151,264                                                 752,096
            2015                                280,704                                                 588,064
            2016                                188,064                                                672,480
            2017                                221,408                                                 705,888
 
            So the claim that, because we are at market equilibrium, the ITQs of non-participants
now “go unused” is pure fiction.  The SSC undertook no research at all before jumping to this
regrettably false conclusion. 
 
SSC Comment: ITQ owning non-participants “are a group of ITQ owners who have been
systematically deprived of their piece of the action over the years due to the market power
of processors ... .” 
 
            “Deprived of their piece of the action”?  What evidence did the SSC examine to reach
this conclusion?  Over the past 20 years Sea Watch has paid three of these supposedly
“deprived” non-participating ITQ owners some Forty Five Million Dollars to lease the ITQ
rights that they hold hostage.  All three are multi-millionaires with businesses having
absolutely nothing to do with the clam industry.  None has ever paid a penny toward ongoing
industry supported science, and none has any investment in the industry nor any risk.  All they
do is collect checks.  Payments to such non-participants continue through the present, as the
above chart reflects. 
 
            Despite this large “piece of the action” that non-participating ITQ owners continue to
enjoy, the SSC advocates for excessive shares Alternatives 5 and 6.  Those alternatives would



reduce the current ITQ holdings of active industry participants by some 40% – compelling
them to lease still more ITQs from non-participating ITQ owners, simply to maintain their
current levels of production.  This is not “science”; it is social engineering.  And worse, the
social engineering promoted by the SSC is based upon false claims and a fundamentally
inaccurate understanding of how the clam fishery operates in reality, as demonstrated by the
erroneous SSC comments refuted above.
 
            The SSC’s uninformed advocacy notwithstanding, proposed Alternatives 5 and 6 are not
“excessive share” control rules and should be deleted from the public hearing document.  This
is easily demonstrated.  The percentage caps on share ownership proposed by Alternatives 5
and 6 are 40% and 49%, respectively.  But all active ITQ owning industry participants, who do
not control anything close to those percentage caps, nevertheless under 5 and 6 still would
have their ITQ holdings reduced by some 40% in current market circumstances – not because
they had exceeded the cap, but in order to compel them to lease more ITQ shares from non-
participating owners who have not had a market for all their ITQs in recent years.
 
            This is market planning and market manipulation, plain and simple.  If the SSC and
others want the Council to consider an FMP amendment that would reallocate ITQ shares, and
require equal usage of shares for all ITQ owners, let them propose an amendment for that
socializing purpose.  But don’t dress it up as an alternative for simply capping “excessive
share” ownership, when it would have effects far beyond that.  Delete 5 and 6.
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