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Dividing the Waters

The fish haven't been biting for the
nation's fishing industry in recent
years. The U.S. catch was only
slightly higher in the mid-70's than
a decade earlier—compared with a
27-percent increase for the world
fishing fleet—and imports account-
ed for 71 percent of total U.S. con-
sumption last year. While Japan, the
Soviet Union and other countries
have developed modern, efficient
fishing fleets, the U.S. fleet (except
for the tuna sector) has lagged in
the technology race. Moreover,
productivity in the U.S. industry has
lagged behind what has been
achieved in the production of its
two closest substitutes—meat and
poultry.

American fishermen—or most of
them—turned to Congress for help
when they saw the decline in their
own catch and the bountiful har-
vest obtained by Japanese and Rus-
sian factory ships off American
shores. Congress then responded
with a major shot in the fin for the
industry—the Fishery Conservation
and Management Act of 1976. That
legislation dramatically adds the
U.S. to the list of 40-odd nations
which claim exclusive jurisdiction
over all fishery resources within 200
miles of their coasts. However, the
step met with State Department
opposition, not only because it rep-
resented an about-face in U.S.
foreign policy, but also because it
could weaken the U.S. bargaining
position on, say, the allocation of
deep-sea mineral rights in the cur-
rent Law of the Sea Conference.
The new initiative also upset the
tuna and Gulf shrimp industries,

which obtain substantial portions of
their catch from foreign coastal
waters, and which will no longer be
able to obtain U.S. government
support when caught fishing within
200 miles of somebody else's coast.

Problem: conservation

What Congress has done is to at-
tempt to solve by legislation what is
essentially a problem of conserva-
tion. Fisheries are open-access re-
sources; they are owned by no one
and whoever chooses to exploit
them may do so. The individual
fisherman fishes as long as the price
of fish exceeds the cost of catching
them. When the demand for fish is
minor relative to the available
stock, and the price of fish thus
relatively low, catches will remain
smaller than the maximum which
can be taken on a sustained basis.
However, as demand increases with
the growth of human populations
and incomes, prices rise and fishing
effort is intensified. In that case, the
individual actions of fishermen eas-
ily lead to over-exploitation of fish-
ery resources.

Even if an individual fisherman is
aware that a particular species is
being depleted, he has little incen-
tive to conserve, because he may
feel that his actions do not mean
much in the aggregate and that
what he leaves behind is likely to be
taken by another fisherman any-
way. The problem is akin to the use
of air and water for waste disposal.
Since there are no markets to opti-
mally allocate these open-access
resources, some type of non-
market solution becomes needed.
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A number of U.S. fisheries have
now been exploited beyond these
maximum sustained-catch levels.
According to the National Marine
Fisheries Service, 16 species have
been depleted—including had-
dock, menhaden, sea herring and
yellowtail flounder—and another
65 species are being exploited at or
near the maximum sustained yield.
While domestic fleets have ac-
counted for much of this overfish-
ing, foreign vessels have played an
even greater role.

Problem: foreigners

Soviet, Japanese, Polish, German,
Bulgarian, Korean and other for-
eign ships have all joined the game
and, according to some reports,
now extract at least as much fish
from U.S. coastal waters as domestic
vessels do. Indeed, U.S. fishermen
find it difficult to compete with
foreign fishermen, even in U.S.
coastal waters. In particular, the
Soviets off the East Coast and the
Japanese off the West Coast have
developed very efficient systems,
sweeping clean large areas of the
ocean. Each fleet consists of large
numbers of fishing vessels, a huge
factory ship which processes and
freezes the catch, and still other
ships which transport the catch to
home port.

The success of these floating indus-
trial parks is based upon two ingre-
dients generally lacking in the U.S.

fishing fleet—a large capital invest-
ment, and a labor force willing to

work long hours and stay at sea for
extended periods. In many cases,
too, a key to foreign success is
government subsidization of ship
construction and fish marketing.
Thus, over asingle recent decade
the Japanese catch increased 68
percent and the Soviet catch 93
percent. As a result, Japan led the
world in 1973 with 16 percent of the
total catch, followed by the Soviet
Union with 13 percent—and the
U.S. with only 4 percent.

Throughout this period, the U.S.
government could regulate the ac-
tivities of American fishermen
through state or federal law, but it
had no control over others fishing
for the same stocks. Up to the pres-
ent, this problem was handled
through negotiations with other
nations fishing in U.S. coastal
waters—the U.S. is currently party
to 11 bilateral and 10 multilateral
fishing agreements. However, most
of the U.S. industry became seri-
ously dissatisfied with the effective-
ness of these agreements, and
pressed for unilateral action to ex-
tend U.S. jurisdiction to 200 miles.
While the extended U.S. jurisdic-
tion will now make it easier to
establish consistent and unified
management plans, the rational use
of fishery resources will depend
upon how well these plans are de-
signed and implemented.

Extended jurisdiction

The extension of the U.S. exclusive
fishing zone to 200 miles—and even
more, the imminent extension of
fishing zones for all countries
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through the decision of the Law of
the Sea Conference—will probably
affect both the total magnitude and
the international distribution offish
supplies. Once individual nations
gain control over their coastal fish-
eries, their actions initially are likely
to reduce the world's catch of fish,
because of an attempt to rebuild
stocks to levels which can generate
larger sustained yields. Also, while
national fishery policy would prob-
ably permit foreign fleets to harvest
those portions of optimum sus-
tained yields which domestic fisher-
men are unwilling or unable to
harvest, local licensing bodies
would tend to favor domestic fish-
ermen and exclude foreign fleets
even when a surplus harvest was
available. Those foreign vessels that
wish to continue fishing in their
traditional fishing areas off others'
shores will have to purchase per-
mits and licenses, and of course will
have to pay fines or lose their
catches if they are caught fishing
without permission—all of which
will raise the cost of fishing.

Overall, these factors would tend to
push up the world price of fish in
the short run, assuming no decline
in the world's demand for fish.
However, once stocks are rebuilt
and the international licensing
scheme is put into place, catches
should rise again and prices should
gradually ease.

The distribution of costs and bene-
fits from carving the sea into 200-
mile fishing zones may be quite
uneven, both domestically and in-
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ternationally. Though only 16 per-
cent of the total U.S. catch of $1,023
million comes from outside its own
200-mile zone, almost 85 percent of
the $152-million tuna catch comes
from international waters off for-
eign shores. The tuna industry thus
stands to lose considerably from the
new international order, which
helps explain its strong opposition
to the recent Congressional legisla-
tion. On the other hand, the aver-
age American consumer may be
little affected, because less than half
of one percent of his total budget is
devoted to fish.

Japan, in contrast, is very vulnerable
to the proliferation of 200-mile
fishing zones. First of all, fish is very
important in the Japanese diet, so
any price increases from regulated
fishing would deal a relatively hard
blow to the Japanese consumer.
More importantly, about 80 percent
of the Japanese catch comes from
foreign waters, which places a large
portion of the Japanese fishing in-
dustry in a very precarious position.

In the best-case scenario, all coastal
nations would adopt comprehen-
sive management plans designed to
conserve resources, and would
then allow foreign fleets to harvest
that portion of the optimum sus-
tained yield which domestic fleets
were unable or unwilling to take.
This approach, if followed, would
ease considerably the transition to
the new international order of the
sea.

Michael Gorham
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BANKING DATA—TWELFTH FEDERAL RESERVE DISTRICT

(Dollar amounts in millions)

Selected Assets and Liabilities Amoun_t Change Change from
Large Commercial Banks Outstanding from year ago
8/11/76 8/04/76 Dollar Percent
Loans (gross, adjusted) and investments* 89,008 + 694 + 3,699 + 434
Loans (gross, adjusted)—total 67,325 + 729 + 3144 + 490
Security loans 2,171 + 723 + 1101 + 102.90
Commercial and industrial 21,786 - 83 - 869 - 384
Real estate 20,354 + 35 + 713 + 3.63
Consumer instalment 11,295 + 20 + 1,206 + 11.95
U.S. Treasury securities 9,474 - 90 + 1,216 + 1473
Other securities 12,209 + 55 - 661 - 514
Deposits (less cash items)—total* 88,642 - 28 + 3,745 + 441
Demand deposits (adjusted) 25,460 + 514 + 1,948 + 8.29
U.S. Government deposits 328 - 313 + 12 + 3.80
Time deposits—total* 61,383 - 102 + 1,698 + 284
States and political subdivisions 5,746 - 112 - 433 - 701
Savings deposits 26,656 + 67 + 5869 + 2823
Other time deposits:): 26,629 - 52 - 2415 - 831
Large negotiable CD’s 11,083 - 115 - 4031 - 26.67
Weekly Averages Week ended Week ended Comparable
of Daily Figures 8/11/76 8/04/76 year-ago period
Member Bank Reserve Position
Excess Reserves 19 46 13
Borrowings 2 3 5
Net free(+)/Net borrowed (-) + 17 + 43 + 8
Federal Funds—Seven Large Banks
Interbank Federal fund transactions
Net purchases (+)/Net sales (-) + 204 - 88 + 1,753
Transactions of U.S. security dealers
Net loans (+)/Net borrowings (-) + 444 + 151 + 554

<¢Includes items not shown separately. ~Individuals, partnerships and corporations.

Editorial comments may be addressed to the editor (William Burke) or to the author. . . .
Information on this and other publications can be obtained by calling or writing the Public
Information Section, Federal Reserve Bank of San Francisco, P.O. Box 7702, San Francisco 94120.
Phone (415) 544-2184.
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