
E.H. Petersen�s book is a collection of her articles five
of which were published in 2002�2004 in prestigious sci-
entific journals (Marine Policy, Marine Resource Eco-
nomics) and were slightly adapted to fit the book format. 

The main message conveyed is that fisheries manage-
ment calls for a clear determination of aims and objectives
of the fisheries policy, such as, for instance, a long-term
biological equilibrium versus benefit maximisation, as
well as development of institutions capable of providing
support to the activities with which the aims are to be
achieved. The lack of a well-defined policy and mecha-
nisms with which to reach the goals will perpetuate the
conflicts involving resources as well as biological and eco-
nomic overfishing. 

The concept of an institution in the New Institutional
Economics (NIE) the author refers to does not involve or-
ganisations, but principles of their operation.  With such an
approach, one may speak of a sui generis game the prin-
ciples of which are called institutions and the players are
organisations (including financial corporations and gov-
ernmental agencies). 

An institution is made up of internal and external prin-
ciples.  Internal principles are frequently called informal
(spontaneous), while external principles are formal, super-
imposed by political authorities.  They control almost the
entire situation involving resource allocation and econom-
ic transformation.  When exposing the problem in the light
of the literature, the author states that NIE pays attention to
institutional structures governing economic behaviour and
forms a basis for the efficiency concept, including market
activities.  The institutional framework is wider than the
problems involving market maintenance, without which,
in the author�s opinion which I share, market cannot func-
tion. 

Three types of institutions may be distinguished in the
management of natural resources: ownership rights, sys-

tems of exercising the ownership, and mechanisms of re-
source allocation and entitlement adjustment.  The author
concisely discusses the possible ownership rights and the
associated possibilities of controlling the resource dispos-
al.  She rejects indirect control as too little transparent in
favour of direct control of costs and benefits. 

Further on, the author discusses mechanisms of cost
allocation and adjustment of the desired effects.  She fo-
cuses on a set of a priori principles that constitute alloca-
tion preconditions.  She goes on to elucidate administra-
tive methods of fishing rights allocation.  There are also
market-related methods, e.g., fishing quota auctions.  If
those function properly, the largest proportion of fishing
quota is granted to the most efficient users, while the man-
aging authorities collect the most economic ownership
revenue. 

Each institutional hierarchy possesses various types of
institutional structures.  A key to institutional choice lies in
deciding who is to make decisions.  From the NIE per-
spective, transaction costs are a key determinant for com-
paring institutional structures. 

When selecting between institutional structures, con-
siderations should be made to both static and dynamic
transaction costs.  There are difficulties in an ex ante ana-
lysis of those costs due to the absence of procedures and
techniques of measuring and quantifying various types of
transaction costs. 

The author analyses the dilemma associated with the
selection between different regimes of ownership rights,
systems of entitlements, mechanisms of resource alloca-
tion and their adjustment to exploitation systems.  Thus:

1. Selection of ownership regime involves choosing
between private ownership and a form of collective prop-
erty regime, communal or state.  The author adapts the
�prisoner�s dilemma� to hypothetical fisheries (Table 1.2
on p. 16).  The total available amount of fish is too scarce,
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so if every fisherman�s catch is increased, the total fishing
cost will increase as well, which will result in reduced gen-
eral cost-effectiveness of fisheries.  In the author�s opin-
ion, this example is a good illustration of collective activ-
ities and coordination costs in which the economic result
for participants of the decision process (with respect to
catch magnitude) is interdependent.  The case involving
collective properties is different, because transaction costs
are, by definition, lower.  However, a choice still has to be
made between the two regimes by comparing costs and
benefits between communal and state ownerships.  

2. Analysis of entitlement systems requires a mecha-
nism of physical division of the right to use the resources
between potential users.  The mechanism of the division
involves, on the one hand, an institutional mechanism and,
on the other, legal regulations.  These are associated with
static transaction costs (related to the establishment and
adjustment of tools for quantitative control of fisheries)
and dynamic transaction costs of monitoring and control.  

3. Selection of a mechanism of allocation and adjust-
ment of physical access to the resources may be carried out
using administrative methods or via market process (to
ensure the maximum value)�see Table 1.3 on p. 20. 

In Chapter 2 the author briefly characterised the catch
magnitude by the major countries involved in (mostly
deep sea) fisheries, fishing techniques, the state of resour-
ces, fisheries revenues, and the importance of fishing in-
dustry for Pacific island countries as well as fisheries fees
paid by the countries.  

Pacific island country governments have been assum-
ing their country has comparative advantage in the fish-
eries sector by investing substantial public funds in the in-
dustry, with generally disastrous results.  It is tempting to
assume that owing to the vastness of the resource, the clo-
se proximity to fishing grounds (and hence lower freight
costs), the low cost of labour and the lack of other natural
resources in the region, development of the fishing sector
must produce greater benefits than other sectors in the eco-
nomy.  However, the tuna industry is characterized by ex-
tremely high risk, costs and skill requirements.  It is not
conceivable that Pacific island countries can determine
comparative advantage in this industry.

Maintaining public investment in the tuna industry is
likely to result in continued financial losses at the expense
of forgone opportunities for the private sector.  As only a
few local activities have been financial successes, experi-
ence has shown that these public subsidies have been dis-
sipated to create a few, likely short-term, jobs.

The author is of the opinion that the Western and Cen-
tral Pacific countries would reap higher benefits by not de-
veloping the fishing industry, but by increasing fishing
fees and re-orienting government spending of the revenue
into indirect support of the domestic market; this, howev-
er, calls for changing the fisheries policy.  She criticises the
existing policy of domestication of the industry through
concentrating on the transshipment and servicing end of
the industry where profits seem most likely, through en-
couraging the development of the domestic longline in-

dustry (which is less cost intensive than the purse-seine
industry) and through encouraging domestic-based invest-
ment in tuna processing.

A first criticism stems from the pressing need in Paci-
fic island countries for job creation.  This need leads to the
exchange of cheap (or free) access for domestically-based
activities.  However, it was argued earlier that often these
subsidies are dissipated with only limited domestic job cre-
ation.

The second criticism of the advice relates to this need
for strong economic and social governance.  While eco-
nomic benefits from the fishery should be invested pro-
ductively, they are often dissipated through wasteful con-
sumption expenditure and poor quality investments.

The third criticism of this advice is related to the Pa-
cific island countries� dependence on bilateral aid provid-
ed by distant water fishing nations in exchange for cheap
access.  Fisheries ministers gain much public support
when announcing aid packages (such as the funding of
infrastructure or hospitals) that have been negotiated as
part of the access agreements.  Much of this aid has been
used in direct support of the domestic fishing industry, in
many cases with poor results.

There is a lack of political will to resist accepting these
side payments in exchange for cheap access.  Introducing
new and transparent policies and institutions that will ma-
ximize the access fees and improve the economic environ-
ment for private investment risks some distant water fish-
ing nations boycotting the fishery or the restricting of im-
ports of canned tuna by boycotting nations.

In Chapter 3, the authors defines and analyses the gen-
eral objectives of a fisheries policy and, early on, she states
that�without a clearly defined set of policies�institu-
tions may not reach the desired goal.  She contents that two
theories, that of comparative costs and Tinbergen�s prin-
ciple, are frequently not understood or ignored by political
decision makers. In her opinion, both theories influence
the success of fisheries management.  Ignoring them, as is
the case in the Western and Central Pacific tuna fisheries,
negatively affects sustainability of economic returns of
fisheries.  

Governments should not decree which industries should
have a comparative advantage in a country, but should cre-
ate conditions for the market to decide.  She continues to
reiterate (following Tinbergen) than the number of tools to
carry out a policy with should match the number of objec-
tives to be reached.  If a tool is used to reach more than one
too, none of the objectives will be efficiently achieved. 

The next step in fishery management after defining a
clear set of policy objectives involves determining an ap-
propriate institutional structure to meet these policy objec-
tives.  The theory can be applied to any fishery.  The West-
ern and Central Pacific tuna fishery is used as an example.

In Chapter 4, the author expounds institutional reforms
for achieving the objectives of the fisheries policy.  A mo-
del is described that illustrates that long-term net revenue
of highly migratory and straddling fish stocks is maxi-
mized through the introduction of tax-like controls, or an
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equivalent quantity instrument, by a sole policy-maker.
The model indicates that the Pacific island countries could
increase long-term net revenue from the fishery by achiev-
ing sole policy-maker-type outcomes through cooperating
with each other and distant water fishing nations.

The chapter provides an application of this model to
the Western and Central Pacific tuna fishery in a proposed
new governance structure for the region that encourages
cooperation amongst Pacific island countries and distant
water fishing nations.  The proposal involves the estab-
lishment of a Tuna Commission that would facilitate coop-
eration, set harvest levels for the whole region, support the
exclusivity of tuna harvesting rights and arbitrate disputes.
It is recommended that the governance structure includes
the allocation of divisible, freely tradable and annually
renewable tuna harvesting rights to Pacific island coun-
tries and distant water fishing nations, which can then
assign them to member countries in any way they choose.
Member countries can choose to allow the Tuna Com-
mission to sell these tuna harvest rights for a year via ten-
der to the highest bidder.  To ensure a competitive market,
a small proportion, say 3 per cent, would need to be sur-
rendered to the Tuna Commission to be sold via tender.  It
is envisaged that the Tuna Commission would conduct
most of the monitoring and enforcement duties.

The cooperative institutional structure proposed in this
chapter has the potential to offer significant benefits to
both Pacific island countries and existing distant water
fishing nations.  These benefits include the potential for
significantly higher economic returns, resource sustain-
ability (through setting a total allowable catch and encour-
aging the harvesting of tuna at an older age), removal of
�race to fish� incentives, and economies of scale and scope
in the management and monitoring of tuna resources.

Recent progress in institutional reform of the fishery
has been made with the September 2000 signing of the
Multilateral High Level Convention on the Conservation
and Management of Highly Migratory Fish Stocks in the
Western and Central Pacific Ocean.  This Convention
requires the establishment of a Western and Central Paci-
fic Tuna Commission.  The first meeting of the Commis-
sion was held in December 2004.  The specific structure
and roles of the Commission are yet to be defined.

Each member of the Tuna Commission would be allo-
cated gratis annually renewable tuna harvesting rights ba-
sed on a formula that, while reflecting both coastal state
rights and past catch levels of distant water fishing nations,
would largely be the outcome of negotiations.  To help
ensure a competitive market for tuna harvesting rights,
each member country could be required to surrender a pro-
portion of their allocation, to the Commission to be sold by
tender to the highest bidder.  However the design and fre-
quency of the tender is a matter for further research.

However, the details of a tuna governance mechanism
require a great deal more empirical research and would
also be subject to considerable negotiation that goes
beyond the scope of this book.

In Chapter 5, the author proposes that a mutual fund be
set up based on fishing fees.  She admits, however, that
transparency in the fund�s investing the revenue from
resource admission fees is not possible in every country
due to corruption or political divisions.  Such traps can be
avoided by externalising a part of the management process
(a structure including a nation-based board of trustees�set-
tings general policy, off shore investment advisors making
investment decision and a monitor reporting on the per-
formance of investment preventing the fund capital from
misallocation).  Mutual funds have been set up in countries
such as Kiribati, Tuvalu, Marshall Islands, and Nauru.  

The author focused her attention on the mutual fund
that has been for almost 50 years functioning in Kiribati:
even though the payments stopped more than 20 years
ago, the fund is still increasing and constitutes a source of
revenue for the government.  It helps to stabilise the Ki-
ribati economy.  The country is characterised by the so-
called MIRAB economy (dependency on M, migration,
R., remittances, A, aid, and B, bureaucracy); as little as
about 20% of the productive part of the population are for-
mally employed, mostly in the public sector.  The remain-
ing 80% earns a living by working in the fisheries and
agriculture and/or being supported by relatives working
abroad.  Most important is the tuna fishery.  Finding a
secure future from fisheries in the Pacific will have less to
do with fishing per se and much more to do with the man-
agement of fishing revenues.

The entire Chapter 6 is devoted to the analysis of for-
eign aid.  One may agree that there is little evidence that
foreign aid has encouraged development in the Western
and Central Pacific.  The region receives large amounts of
aid in per capita terms compared with other developing
areas.

There is compelling evidence that foreign aid has had
a detrimental impact on the fisheries industry through di-
minishing the transparency of fishing right allocations, pla-
cing Pacific island governments in weaker bargaining po-
sitions, and reducing the flexibility of government spend-
ing.  Effectively, foreign aid can disempower a country�s
own efforts towards development.  Fishery managers in
the Pacific island countries exchange cheap fisheries ac-
cess for foreign aid and domestically-based industry.  

The distant water fishing nations encourage the lack of
transparency through bilateral treaties, in which the Pa-
cific island countries have little negotiating power, and
through side-payments to agree to reduce access fees.  This
negotiating power is further weakened by the terms and
conditions on which aid is offered, and the risk of aid with-
drawal.  If the Pacific island countries relied on access
fees, rather than foreign aid, they would not be vulnerable
to the risk of aid withdrawal.

Development financed through fisheries revenue will
be stronger than aid-funded development, and will avoid
much of the political constraint associated with foreign
aid.  The fishing industry will only reach its growth poten-
tial with a programme of liberalization, self-help and gov-
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ernments, both domestic and foreign, playing appropriate
roles.  Fisheries development will take time and cannot be
forced.

One may agree with the author when she writes that
good economic policy and strong institutions for the gov-
ernance of a fishery are two factors necessary for fisheries
development.  However, these factors are not sufficient
and alone are unlikely to lead to sustainable fisheries de-
velopment. 

Development of any sector in an economy needs to be
coupled with strong institutions for broader economic and
social governance: security of property and contractual
rights, a competent and honest bureaucracy, and a reliable
and independent judiciary.  Without a strengthening of
these broader institutions, individual sectors in an econo-
my will be unable to fully develop.  The full potential of a

fishery (and indeed any natural and capital resources) will
remain unrealized as private investors, local or foreign,
will not have the security to invest and apply their skills
and technology.

Regardless of opinions and ideas one may have on fish
resource management, efficiency of international fisheries
management (and advisory) organisations, possibilities for
non-developed countries to be supported by revenues from
fishing right fees, and the role of foreign aid in economic
development, the book is well worth reading. 
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