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As scientists, we all hope that our research results will be useful for development policy. As
employees of an institution, we realize that publishing will get us promoted or give us a financial
bonus. We all want to be recognized for our work by our peers. The best way to achieve all of
these objectives is to publish in scientific journals. Many of us publish in national journals but
not enough in regional or international journals. This may be due to a language problem or
because we are frightened of having our paper rejected. We encourage you to get your papers
published in all these journals. In addition to the Naga, the Asian Fisheries Science is a good
regional journal. If you need guidance or assistance in publishing, please contact me at ICLARM.
Let the world know about the professionalism and quality of Asian social science research.

R.S. Pomeroy

Fisheries Co-management
and Transaction Costs
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Fisheries co-management is increasingly seen as a solution to the problems of resource use conflicts and overexploitation. The
importance of transactions costs may not have been given adequate attention. The transaction costs are (1) information costs, (2)
collective decisionmaking costs, and (3) collective operational costs. The various components of transaction costs of fisheries co-
management systems are described in this paper. These costs need to be determined for evaluating the feasibility of a co-
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managed fishery compared to a centrally managed one.

Introduction

It is believed that co-manage-
ment, as an institutional arrange-
ment for managing fisheries
resources, will effectively address
some of the problems of fishery
overexploitation, dissipation and
redistribution of resource rents, and
conflicts among the different
groups of resource users. Co-ma-
nagement is expected to lead to im-
proved economic efficiency, equity
and sustainability. An implicit as-
sumption here is that the transac-
tion costs (the costs of gaining
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information about the resource and
what users are doing with it, reach-
ing agreements and coordinating
with others in the group with
respect to use of the resource, and
enforcing agreements that have
been reached) of co-management
institutions are equal to or lower
than centralized, government-
based institutions. The problem is
that it is rarely possible to know, a
priori, whether the transaction costs
of centralized, government-based
fisheries management institutions
are higher or lower than co-man-
aged institutions.

Transaction Costs in
Fisheries Co-management

Using the generic of the
Williamson's transaction cost eco-
nomics (Williamson 1985), the
transaction cost in fisheries co-
management can be broadly catego-
rized into three major cost items:
(1) information costs; (2) collective
fisheries decision-making costs;
and (3) collective operational costs.
The first two categories are ex ante
transaction costs while the latter is
defined as the ex post transaction
cost. This breakdown is largely
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based on anecdotal information and
the various types of transaction
costs in fisheries co-management
are shown in Fig. 1. The transac-
tion costs arise from the need for
information, coordination and con-
trol that stems primarily from the
fact that fisheries resource manage-
ment decisions involve multiple
actors with different interests in
long-term, interdependent and un-
certain processes.

The success of fisheries co-ma-
nagement programs depends on the
amount and types of information
available to both decisionmakers
and participants or resource users.
The information available to those
two groups may vary and may not
be shared. For example, information
on the size of fish stocks, number
of stakeholders, perceptions and
requirements on allocation of the
resource among stakeholders and
other interested parties and over
time is not easily accessible to
everyone. Once this information is
acquired, it has to be sorted and
organized in a manner that is mean-
ingful to all users. The costs of get-
ting relevant information are high
and are closely related to strategic
and coordination costs. Participants
in co-management systems may
share information selectively de-

pending on what they feel will
maximize their own welfare. This
strategic and opportunistic behav-
vior is one of the components of the
transaction costs in fisheries co-
management.

One of the many challenges fac-
ing fisheries co-management is get-
ting the fishers to reach a level of
consensus on contracts or collective
actions required. The collective
fisheries decisionmaking costs arise
from dealing with fishers’ prob-
lems, participating in meetings,
making policies, rules and regula-
tions, communicating decisions to
the community, and coordinating
with local and central fisheries au-
thorities.

The third major component of
transaction costs is the collective
operational costs of the manage-
ment regime. This component can
in fact form the strongest counter-
argument for the centralized re-
source management system. It is
argued that if the resource is to be
managed by both the central agency
and the community, the operations
costs can be quite substantial to
ensure that rules are followed, con-
flicts among users are resolved and
the reward system from the new
institution is fair and equitable.
Operations costs can be categorized

into: (a) monitoring, enforcement
and compliance costs, (b) resource
maintenance costs, and (c) resource
distribution costs.

Monitoring, enforcement and
compliance costs include the moni-
toring of fisheries rules, monitoring
the fishing areas, catch record man-
agement, fishing inputs, conflict
management and resolutions and
sanctions for rule violations. In re-
source maintenance costs, the
transaction costs result from fish-
ing rights protection, stock
enhancement activities and re-
source assessment work to ensure
that the stocks in the area are not
overexploited. Resource distribu-
tion costs include the costs of dis-
tributing the fishing rights to the
appropriate stakeholders and costs
of managing the participation of the
stakeholders and administering the
rights to the fishery.

In a co-management system the
enforcement and compliance costs
may be lower as there may be in-
creased compliance from the in-
creased legitimacy of the
regulations and allocation proce-
dures adopted by the community.
However enforcement and monitor-
ing activities may still require sub-
stantial resources and there may not
be the same economies of scale as

Transaction Costs
in Fisheries Co-management
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Information
Costs

Collective
Decisionmaking Costs

Collective Operational
Costs

» Knowledge of the resource

» Searching, acquisition and
organizing information

» Strategic and free riding costs

» Dealing with fisheries problems
« Participating in meetings

o Making policies (rules)

o Communicating decisions

 Coordinating with local and central authorities

I

Monitoring, Enforcement and
Compliance Costs

Resource Maintenance Costs

Resource Distribution Costs

« Monitoring fisheries rules
 Catch record management

« Monitoring fishing area

e Conflict management/ resolution
e Sanctions for rules violation

= Fishing rights protection
o Stock enhancement
e Resource evaluation

» Fishing rights distribution
e Institutional or participatory costs

Fig. 1. Transaction costs in fisheries co-management.
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in the use of monitoring and en-
forcement vessels by a larger fish-
ing community as represented by
the centralized management sys-
tem.

The co-management system rep-
resents a shift in the burden of
financing the costs of governance
of common property resources from
the central or public purse to user
groups. An important benefit from
such a shift is the improved com-
pliance with rules and regulations
which will result in lower manage-
ment costs. It is the ability of user
groups, especially in overexploited
fisheries, to bear the cost of gover-
nance from the minimal rents from
such fisheries that is often a con-
straint.

In many fisheries systems the
costs of maintaining and enhanc-
ing the resource through material
interventions involves large invest-
ments and long gestation periods to
realize the benefits. These costs are
often incurred by national agencies
in most countries. A move towards
co-management systems will call
for the community to spend re-
sources for such maintenance and
replenishment interventions. Most
communities will be reluctant to
incur such costs as the benefits may
often accrue to future generations
and others since fish are migratory
resources. Such investments are
important for long-term sustain-
ability of the resources and may not
have been considered in co-man-
aged systems, thus underestimating
the overall costs of management in
such a system.

New institutions often require
members to sacrifice time and
effort to bring people together for
decisionmaking and enforcement.
Since the benefits of such institu-
tions flow to all members irrespec-
tive of participation, the free rider
and public goods nature of institu-
tions can pose problems for co-
managed institutions. Unless some
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form of benefits is readily available
to members who sacrifice their
time, the durability of the institu-
tions will be at stake. In addition,
the equity and fairness aspects of
the allocation of the benefits and
costs of running the institutions
will be affected.

The costs mentioned above may
not be readily apparent but their
identification is crucial in deter-
mining the sustainability of fisher-
ies co-management systems. In
centrally-based management sys-
tems the funds for operating and
maintaining the system most often
come from the general tax revenue
and the element of cross subsidies
from other sectors of the economy
may be in effect. In co-managed
systems the costs often have to be
borne by the resource users and the
community and obtaining subsidies
from another sector may be
difficult.

Policy Implications
and Conclusion

In welfare analysis, the Pareto
criterion is used to judge whether
one approach to overcoming an
externality is better than another.
As stated by Griffin (1991), once
transaction costs are admitted, dif-
ferent property rules give rise to
different welfare frontiers. Each of
the property rules will also exact its
own unique magnitude and distri-
bution of transaction costs. Imple-
mentation of different property
rules, liability rules, regulations,
incentives, customs and behavioral
standards, and other non-market
devices, therefore, represent sepa-
rate institutions with distinct eco-
nomic consequences. The inherent
transaction costs of each specifica-
tion of each institution will produce
an institutionally specific produc-
tion possibility frontier and utility
possibility frontier.

Co-management of fisheries in-
volves the implementation of dif-
ferent property rules, liability rules,
regulations, incentives for resource
extraction and distribution. The
establishment of these property
rules involve transactions costs that
will alter the production possibil-
ity frontier and the challenge is to
determine if the frontier will be
moved in or out as the result of the
implementation of the new institu-
tional arrangement. There is a need
to empirically evaluate the nature
of the transaction costs involved in
fisheries co-management institu-
tions as a basis for defending a
move away from the more central-
ized form of fisheries management
institutions. The discussion pre-
sented here will serve as a basis for
further operationalization of the
three categories of transaction costs
and for empirical analysis. Such
work has been undertaken by
ICLARM under the worldwide col-
laborative project on Fisheries Co-
management.
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