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Executive Summary 

The purpose of this Break-Even Analysis was to evaluate the financial performance of the 
multispecies fishery in fishing years (FY) 2009 and 2010. This analysis does not attempt to 
evaluate the effect or performance of either sector management or annual catch limits (ACLs), 
both of which were implemented in FY2010.  
 
Break-even analysis is a business tool typically used to project the minimum level of production 
at expected prices needed to cover both variable and overhead costs for a specified time period 
(typically one year). This approach has been used in past fishery management analyses 
(Northeast Multispecies Fishery Management Plan Amendments 7, 13, and 16) to evaluate the 
effect of changes in days-at-sea (DAS) allocations on break-even for vessels in the groundfish 
fishery. We use break-even analysis to assess the financial position of selected vessels that 
participated in the groundfish fishery during FY2009 or FY2010. This is a departure from prior 
break-even analyses in that our study evaluates actual as compared to projected or forecasted 
outcomes. 
 
Unless stated otherwise, in this report we use the term groundfish to refer to all species/stocks 
that are managed under the Northeast Multispecies Fishery Management Plan (FMP) for which a 
Potential Sector Contribution (PSC) was allocated to each permit holder. These stocks include 
Gulf of Maine (GOM) cod, GOM haddock, GOM winter flounder, Georges Bank (GB) cod, GB 
haddock, GB yellowtail flounder, GB winter flounder, Cape Cod/Gulf of Maine yellowtail 
flounder, Southern New England/Mid-Atlantic yellowtail flounder, pollock, white hake, Acadian 
redfish, American plaice, and witch flounder. The term groundfish vessel refers to any limited 
access vessel that participates in the groundfish fishery by landing one or more pounds of 
allocated groundfish. 
 
This report estimates the number and percentage of vessels that broke even during FY2009 and 
FY2010. Breaking-even means that the total vessel revenue equaled or surpassed all costs paid 
by vessel owners including crew payments and other trip costs, marketing costs, overhead costs, 
and payments made by vessel owners to cover sector costs during the fishing year. Break-even 
was estimated separately for FY2009 and FY2010 for a sample of limited access groundfish 
vessels. Vessels included in our sample had to have 1) landed one or more pounds of allocated 
groundfish; 2) used either gillnet, bottom longline, or otter trawl as the primary gear when 
harvesting allocated groundfish; and 3) the same moratorium right ID (MRI) for the entire 
fishing year.  
 
These criteria were applied for both fishing years FY2009 and FY2010 resulting in a total of 468 
eligible vessels during FY2009 and 357 vessels during FY2010. These vessels represented 83% 
and 79%, respectively, of all vessels that landed groundfish on at least one trip during FY2009 
and FY2010. Even though our study includes the majority of groundfish vessels, nothing should 
be inferred from our study about the financial position of the 20% of participating vessels that 
were not included in the analysis.  
 
Our study sample was further broken down into seven categories based on primary gear and 
vessel size, where primary gear was determined by the gear type used when landing the majority 
of allocated groundfish in terms of revenue. These categories include gillnet vessels less than 40 
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feet, gillnet vessels 40 feet and above, bottom longline vessels less than 40 feet, bottom longline 
vessels 40 feet and above, otter trawl vessels less than 50 feet, otter trawl vessels between 50 and 
65 feet inclusive, and otter trawl vessels above 65 feet. 
 
Estimation of the number and percentage of vessels that broke even measures the performance of 
the multispecies fishery for FY2009 and FY2010. Since it was not possible in the context of this 
analysis to fully consider and evaluate every possible factor contributing to the performance of 
the fishery, the break-even analyses should not be construed as measuring the performance of 
sector management as a fishery management system. The cumulative effects of management and 
external changes affected the financial viability for New England groundfish vessels in complex 
ways that are difficult to untangle. Sector management may have allowed fishermen to 
selectively target higher priced fish stocks at opportune times that may have increased revenues 
and mitigated reductions in ACLs. Low ACLs in fish stocks that have technical and biological 
interactions with high ACL stocks may have constrained the catch of those stocks under a 
management system with hard catch limits. Increased flexibility to target species under sector 
management without DAS restrictions and trip limits may have dampened the effects of higher 
fuel prices in FY2010 relative to FY2009. 
 
Data to support the break-even analysis were obtained from several sources. Vessel activity data 
were obtained from data bases maintained by the National Marine Fisheries Service Northeast 
Regional Office. These data included landed pounds and revenue for both allocated groundfish 
and non-groundfish species as well as number of trips by day trips (trips 24-hours or less) and 
multi-day trips (trips exceeding 24-hours). These data were summed for fishing years FY2009 
and FY2010 by vessel. 
 
However, unlike vessel revenue and activity data that were available for all vessels, cost data 
were available only for a sample of trips or a sample of vessels. This meant that cost data for the 
break-even sample were subject to considerable uncertainty. To assess the level of uncertainty in 
trip and overhead costs, a series of interviews was conducted with vessel owners to ascertain 
whether available cost data were reasonable or representative. The interviews also informed us 
that some costs were not collected by existing data collection programs. Based on these 
interviews we found that 1) neither auction nor trucking fees were part of any data collection 
program and should be added to the break-even analysis; 2) available trip cost data were 
consistent with the range of trip costs experienced by vessel owners except that fuel consumption 
for larger vessels tended to be underestimated; and 3) available overhead cost data incurred by 
larger vessels were particularly difficult to collect due to substantial differences in terminology 
and large variability among vessel owners even within the same vessel gear/size categories. The 
findings from the interviews were utilized to inform how the input data were used and how the 
analysis was performed.  
 
Trip cost data were obtained from NMFS Northeast Fisheries Science Center observer data. 
Costs collected on observed trips include gallons of fuel used, fuel price, use and price of ice, as 
well as the total costs of food, oil, water, bait, and general supplies purchased for the trip. These 
sample data were used to construct average trip costs by vessel category for day trips and multi-
day trips. Trip costs for multi-day trips were converted to a cost per day by dividing total trip 
costs by the trip duration. Data for observed trips during fishing years 2008 to 2011 were used in 
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order to obtain sufficient sample size to estimate trip costs for all seven vessel categories for both 
day and multi-day trips. Trip costs in these years were adjusted by the CPI to compute trip costs 
in 2009 dollars to estimate FY2009 break-even and 2010 dollars for FY2010 break-even. A 
simplifying assumption was made to apply average trip costs to both groundfish and non-
groundfish trips. 
 
Data for overhead costs were obtained from NMFS Northeast Fisheries Science Center. 
Overhead costs include insurance, dockage, vessel maintenance, etc. These data were based on a 
mail survey sent to all permit holders as part of the permit application package during FY2007 – 
FY2009 seeking overhead costs for 2006-2007. The survey was discontinued in 2009 due to low 
response rates. As the vessel owner interviews indicated these data presented serious problems 
because samples were small relative to the populations, standard deviations were large, 
especially in individual categories of overhead costs, observations were not normally distributed 
but skewed, and often had large outliers.  
 
Auction fees based on an average of $0.03 per pound, as reported during the vessel owner 
interviews, were applied to landings sold at display auctions in Portland, Gloucester, Boston, or 
New Bedford. A simplifying assumption was made to apply the proportion of all pounds landed 
in the Northeast region at these auctions by vessel category for all vessels. This proportion was 
estimated separately for both FY2009 and for FY2010. In a similar manner, a trucking fee of 
$0.10 per pound was applied to all pounds landed outside the ports of New Bedford or Boston 
where the majority of processing companies are located. 
 
Estimated sector costs were based on a combination of vessel owner interviews and the sector 
reports. Most sectors charged a one-time membership fee of $10,000, but allowed the fee to be 
paid in equal installments of $2,500 per year. This fee was treated as an additional overhead cost. 
Sector fees were also charged on a per pound basis applied only to allocated groundfish. This fee 
averaged $0.04 per pound during FY2010 and was applied to allocated groundfish landings for 
each vessel in the break-even study sample. 
 
Crew share was based on a 50/50 lay system where all trip costs and any per pound fees 
including sector fees were deducted from gross revenues and the remainder was split between the 
vessel owner and crew at a 50/50 rate. 
 
Because we did not have any reliable way to separate vessels likely to have high versus low 
overhead costs, we used a Monte Carlo simulation to assign overhead costs for each vessel 
category. The simulation was conducted using 1,000 iterations where each iteration resulted in 
an estimate of the number of vessels above break-even depending on the randomly drawn 
overhead cost by vessel category. 
 
The mean values using the Monte Carlo simulation for overhead costs show higher percentages 
of vessels in most vessel categories above break-even in FY2010 than in FY2009. On a fleet-
wide basis 49% (227 of 468) of vessels were above break-even during FY2009 as compared to 
55% (196 of 357) of vessels above break-even during FY2010 after accounting for sector costs. 
Our estimates should be interpreted with caution because we were unable to reliably match 
vessel categories with overhead costs that led to large uncertainty in estimation. For all vessel 
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categories, the upper and lower bound estimates using the 90% confidence intervals for FY2009 
and FY2010 including sector costs overlap.  
 
On a vessel-category basis the number of vessels above break-even during FY2009 tended to be 
larger than in FY2010 for nearly all vessel categories except for longline vessels and trawl 
vessels greater than 65 feet. For longline vessels the mean number of vessels above break-even 
was the same in both FY2009 and FY2010 while the mean number of large trawl vessels above 
break-even increased. These results are subject to the same level of uncertainty as the 
percentages reported above. For all vessel categories the upper and lower bound estimates using 
the 90% confidence intervals for FY2009 and FY2010 including sector costs overlap. 
 
Note that at least part of the difference in mean values between FY2009 and FY2010 is due to 
differences in numbers of vessels that met our criterion, but is also due to the decline in the 
numbers of vessels participating in the groundfish fishery. Specifically of the vessels included in 
our study data, 111 fewer vessels fished for groundfish in FY2010 than in FY2009. Some of 
these vessels withdrew from fishing in New England federal waters and others left the 
groundfish fishery but participated in other fisheries. We did not apply break-even analysis for 
these vessels because they targeted a wide assortment of other fisheries, which would have made 
sample size for observer data on trip costs from these vessels too small for this analysis when 
spread out across different fisheries.  
 
While leasing costs and revenue may have been large for many vessel owners, leasing costs were 
not included in the break-even analysis due to lack of data on intra-sector trading as well as 
uncertainty in the price data submitted for inter-sector trades. Leasing quota has implications for 
the financial position of any given fishing business. While we cannot provide a formal analysis 
of leasing impacts on break-even due to missing data on leasing in-flows and out-flows by 
vessel, and missing prices for many transactions, there is sufficient data to estimate the in-flow 
of quota that would have been required for the vessels included in the break-even analysis. This 
estimate was obtained for each vessel by summing catches during FY2010 and subtracting the 
initial quota by stock for each vessel. 
 
During FY2010, the 357 vessels included in the FY2010 break-even data needed to acquire 
either through monetary or in-kind trades a combined 13.5 million pounds over their initial 
allocations to cover their catch (landings plus discards). This leased quota, the majority of which 
was likely to have been leased for monetary compensation (according to sector reports), 
represented 23% of total catch. Gulf of Maine (GOM) cod represented the largest need for all 
gillnetters, for small longliners, and for small otter trawl vessels. Georges Bank (GB) cod 
represented 84% of the annual catch entitlement (ACE) needed for larger longline vessels. For 
mid-size and large otter trawl vessels the stocks with the largest trading needs were GB cod, 
GOM cod, GB winter flounder, white hake, and pollock. 
 
The break-even analysis for FY2010 did not include costs of managing sectors not paid by vessel 
owners or crew and subsidized by NOAA for FY2010 that are likely to be discontinued at some 
future date. Each sector was given $65,129 to cover sector operating costs for FY2010. Dockside 
monitoring was also reimbursed by NMFS up to $75,204. The cost of sector membership per 
vessel paid for by NMFS would depend on the composition of each sector, specifically by the 
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number of vessels over which the cost would be distributed and the vessel’s total groundfish 
catch.  
 
In addition to sector costs, vessels may be expected at some future date to pay the significant 
costs of at-sea monitoring (ASM). Using the current observer coverage rate, the current days 
absent, and the current monitoring cost per day, we estimate a total ASM cost for FY2010 of 
$3.67 million, which represents 4% of total groundfish revenue, 4% of total groundfish trip 
revenue, and 2% of total fishing revenue from all species including groundfish and non-
groundfish trips. The ASM coverage rate required for FY2012 (8% provided by Northeast 
Fishery Observer Program, 17% provided by contracted at-sea monitors) instead of the current 
observer coverage rate would result in lower overall monitoring costs. At FY2010 activity levels 
for the vessels included in the break-even analysis, the 17% coverage rate would have cost $2.35 
million. This level would represent approximately 3% of FY2010 groundfish revenue and 1.4% 
of total fishing revenue. 
 
The uncertainty in the break-even results, particularly related to sector costs, makes definitive 
conclusions regarding financial performance during FY2009 as compared to FY2010 
challenging. Available data on overhead costs in particular also hamper our ability to determine 
with certainty the financial condition of the vessels included in the break-even analysis. 
Nevertheless, while we recognize other potential factors it is clear that fewer vessels participated 
in the groundfish fishery during FY2010 than did so during FY2009. It is also clear that under 
any circumstances, results show large numbers and percentages of vessels not breaking even 
during either FY2009 or FY2010. 
 
To accurately determine the financial condition of the multi-species fishery, data must be more 
reliable and of better quality, especially overhead cost data. The NEFMC and other interested 
management bodies should pay greater attention to this critical need.  
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I. Introduction  
 
Starting on 1 May 2010, the management system for New England groundfish known as the 
Northeast Multispecies Fishery Management Plan (Multispecies FMP) transitioned from an 
input-only type control to a mix of input and output-type control systems. Specifically, the sector 
management program initially established by Amendment 13 was applied to the entire fishery, 
with most vessels moving from a management system based on days-at-sea (DAS) to a system in 
which catch (Annual Catch Entitlement or ACE) for 14 the 20 fish stocks included in the 
Multispecies Plan was allocated to sectors. Each vessel permit within the sector was assigned a 
potential sector contribution (PSC) for each stock based on its fishing history. With some 
exceptions, the ACE for each stock allocated to a sector for the 2010 fishing year (FY2010: from 
5/1/2010 to 4/30/2011) was determined by member vessels’ PSC and current catch limits. 
Sectors could allocate their ACE to vessels as they wished and buy or sell ACE from other 
sectors for that fishing year. In accordance with sector operation plans, vessel owners retained 
the quota they contributed to the sector as an initial allocation. If a sector met or exceeded its 
ACE during the fishing year (landings plus discards) for any stock managed under the sector 
program, it would be required to stop fishing in that stock area for all stocks managed under the 
Multispecies FMP. The sector could resume fishing if it bought quota from another sector of the 
stock for which it had exhausted or exceeded its ACE.  
 
Vessel owners who decided not to enroll in a sector became part of the common pool. These 
vessels were managed by DAS and other effort controls developed by the New England Fishery 
Management Council (NEFMC) and implemented by the National Marine Fisheries Service 
(NMFS). Vessels in the common pool could not exchange quota with vessels in a sector and 
could not lease DAS from vessels in a sector but could lease DAS from another common pool 
member. Vessels in sectors and vessels in the common pool were included in this report if they 
met certain criteria for inclusion in the break-even analysis (see Section 2.2 Vessel Selection).  
 
In addition to these changes in the Multispecies FMP, fishery management for all fisheries in 
federal waters changed as a result of revisions to the Magnuson Stevens Act (MSA). The 2006 
Reauthorization of the MSA made the development of annual catch limits (ACLs) a new 
priority1. The MSA strengthened the objective of National Standard 1 to prevent overfishing and 
rebuild overfished stocks. Regional Councils were required to establish a mechanism for 
determining ACLs and accountability measures (AMs) for fisheries that exceed their ACLs for 
all federally-managed fisheries. 
 
Under the Multispecies FMP prior to 2010, annual target catches were set based on desired 
fishing mortality rates for each stock managed2. Exceeding these targets was an indicator that 
fishing mortality rates may have been higher than desired, which may require an adjustment to 
the effort controls measures to be implemented during the subsequent fishing year. For the first 
time in FY2010, limits were set for each of the stocks in the Multispecies fishery that triggered 
                                                        
1 The requirement to prevent overfishing and rebuilding overfished stocks has been in the Act since 1976, but the 
priority for preventing overfishing and rebuilding overfished stocks was incorporated in 1996.   

2 GB stocks of cod, haddock, and yellowtail flounder subject to the US/CA resource sharing agreement were and 
continue to be managed under a hard TAC. 
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accountability measures that would reduce catch limits in subsequent years if the total catch of 
that stock surpassed its ACL. The likelihood that the total commercial ACL would be exceeded 
was mitigated by the fact that any sector that met or exceeded its ACE for a stock must cease 
fishing in the stock area until additional ACE could be acquired through an exchange with 
another sector. In this manner, it was possible for one or more sectors to exceed their ACE in one 
or more stocks without exceeding the total commercial ACL for those stocks.  
 
Catch limits for FY2010 were reduced for most fish stocks in the multispecies fishery from catch 
limits set for FY2009 (See Table 1.1). For simplicity in this report, multispecies stocks will be 
called groundfish stocks, a more common term to describe these stocks. Also, unless otherwise 
noted, we base our study on the allocated groundfish stocks for which sectors received ACE. 
 

Table 1.1 Summary of FY2009 Target TACs and FY2010 ACLs by Allocated Stock (in metric tons)

Stock  

2009 Total 
Allowable 

Catch1 
2010 

ACLs3 

Change 
from 2009 

to 2010
2009 

Landings4 

2010 
Commercial 

ACLS5 

2009 
Landings 

as % of 
2010 
ACL

GB Cod 4,328 3,620 -708 3,290 3,430 95.9
GOM Cod 10,7242 8,0882 -2,636 7,173 4,567 157.1
Plaice 3,214 3,006 -208 1,513 2,848 53.1
GB Winter 2,004 1,955 -49 1,781 1,852 96.2
GOM Winter 379 230 -149 239 158 151.3
Witch Flounder 1,129 899 -230 980 852 115.0
CC/GOM Yellowtail 860 822 -38 577 779 74.1
GB Yellowtail 1,617 1,021 -596 998 823 121.3
SNE/MA Yellowtail 389 470 81 157 310 50.6
GB Haddock 70,155 42,768 -27,387 7,462 40,440 18.5
GOM Haddock 1,5642 1,1972 -367 556 825 67.4
White Hake 2,376 2,697 321 1,955 2,556 76.5
Pollock 6,346 18,929 12,583 7,269 16,553 43.9
Redfish 8,614 7,226 -1,388 1,489 6,846 21.7

Total 113,699 92,928 -20,771 35,439 82,839 42.8
Notes 
1. 2009 TAC NERO Report Summary US TAC shown for GB Cod, Haddock, and Yellowtail 
http://www.nero.noaa.gov/ro/fso/reports/TAC/TAC_1997_2009/TAC_FY2009_WEB.pdf 
2. Includes recreational catch 
3. 2010 Total ACL's Federal Register (75 FR  18360: April 9, 2011. 
4. 2009 Landings http://www.nero.noaa.gov/ro/fso/reports/2009_2010_Comparison.htm, the Combined 
Sector and Common Pool Groundfish by Stock. 
5. 2010 Commercial ACL's Federal Register (75 FR  18360: April 9, 2011

 
In the aggregate total, the FY2010 ACL was 20,711 mt less than the FY2009 target total TAC. 
However, the majority of this difference was Georges Bank (GB) haddock at -27,387 mt and 
pollock at +12,583. At least some of the difference in haddock ACL was caused by the change in 
the procedures by which the FY2010 ACL was derived, but was also caused by the aging of the 
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large 2003 year class, which no longer comprises a large component of the population. Note that 
the MSY reference point for GB Haddock was 32,700 mt, which means that the FY2010 ACL 
was still well above the expected long term yield from the stock. If we remove the dominant 
negative effect of the reduced FY2010 GB haddock ACL and the large positive effect for 
pollock, the aggregate difference between FY2009 TACs and FY2010 ACLs falls to a reduction 
of 5,967 mt3. 
 
Due to these constraints on catch, fishermen require a “portfolio” of ACE for fish stocks to fish, 
or the funds and willingness to purchase ACE for those stocks they need. Under hard catch 
limits, this problem is exasperated as stocks with low ACLs may be difficult to avoid when 
targeting stocks with high ACLs and may ultimately limit the effort on more abundant stocks. 
These species have been referred to as “choke stocks”. Comparing FY2009 landings to the 
FY2010 commercial ACLs (combined sector and common pool) provides some indication of 
which species may be expected to be most problematic in this regard (Table 1.1). Choke species 
include Gulf of Maine (GOM) cod, GOM winter flounder, GB Yellowtail flounder, and, to a 
lesser extent, GB cod and GB winter flounder. The ACLs for the GB stocks, GB cod, in 
particular, are likely to constrain the ability to take advantage of the large GB haddock ACL. 
 
The comparison of landings of groundfish stocks by vessels in sectors between FY2009 and 
FY2010 reflect reductions in catch limits and constraints in catching stocks with high ACLs. GB 
cod and haddock and redfish accounted for almost all of the increases in commercial landings 
during FY2010, which indicate some success in targeting these species (See Table 1.2). 
Revenues did not follow the same scale from FY2009 to FY2010 as changes in landings. Total 
groundfish revenue declined by only 2% compared to the 16% decline in landings due to shifts in 
composition of landings and ex-vessel price increases, especially for cod. 
 
This report estimates the number and percentage of vessels that at least broke even in each of 
seven categories of vessels based on gear and vessel size engaged in the groundfish fishery 
during FY2009 and FY2010. A vessel broke even if its annual total revenue equaled its annual 
total cost, where total revenue was revenue from all commercial landings for a fishing year, and 
total costs were all costs paid in the same fishing year, including trip costs, marketing costs, 
labor costs, fixed costs, and payments made by vessel owners to cover sector costs. Vessel 
owners paid sector costs only in FY2010.  
 
While leasing costs and revenue were likely significant for many vessel owners, lack of data on 
intra-sector trading as well as uncertainty in the price data submitted for inter-sector trades 
makes inclusion of leasing costs difficult for this break-even analysis. For this reason, leasing 
costs and revenues were not included in the breakeven analysis. A discussion about the potential 
impacts of leasing is included in the Discussion section of this report.  
 
 
 

                                                        
3 The biological reference points for pollock were changed in FY2010 as a result of a recent stock assessment. The 
revised reference points resulted in substantial increases in the OFL, ABC, and ACL for pollock. Given the revised 
scientific understanding of pollock status, it is likely that the 2009 target TAC would have been larger than it was. 
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Table 1.2 Comparison of New England Groundfish Landings, Revenues and Prices for FY2009 and 
FY2010 

Stock  

2009 
Landings 
(000 lbs) 

2010 
Landings 
(000 lbs) 

% 
Change

2009 
Revenue 

($000)

2010 
Revenue 

($000)
% 

Change
2009 
$/lb 

2010 
$/lb

% 
Change

GB Cod 8,479 6,940 -18% 9,030 10,370 15% $1.06 $1.49 40%
GOM Cod 18,486 9,618 -48% 20,037 15,847 -21% $1.08 $1.65 52%
Plaice 3,336 2,985 -11% 4,385 4,336 -1% $1.31 $1.45 10%
GB 
Winter 
Flounder 3,948 3,020 -24% 6,506 6,024 -7% $1.65 $1.99 21%
GOM 
Winter 
Flounder 527 223 -58% 885 415 -53% $1.68 $1.86 11%
Witch 
Flounder 2,161 1,464 -32% 4,216 3,537 -16% $1.95 $2.42 24%
CC/GOM 
Yellowtail 1,272 1,142 -10% 1,945 1,562 -20% $1.53 $1.37 -11%
GB 
Yellowtail 2,200 1,499 -32% 2,585 1,778 -31% $1.17 $1.19 1%
SNE/MA 
Yellowtail 346 359 4% 561 467 -17% $1.62 $1.30 -20%
GB 
Haddock 18,737 20,839 11% 15,437 19,511 26% $0.82 $0.94 14%
GOM 
Haddock 1,396 942 -33% 1,694 1,357 -20% $1.21 $1.44 19%
White 
Hake 5,775 6,570 14% 4,028 4,831 20% $0.70 $0.74 5%
Pollock 18,157 13,775 -24% 10,941 9,974 -9% $0.60 $0.72 20%
Redfish 3,283 4,405 34% 1,608 2,528 57% $0.49 $0.57 17%
Totals 88,103 73,782 -16% 83,858 82,537 -2% $0.95 $1.12 18%
Source.  http://www.nero.noaa.gov/ro/fso/reports/2009_2010_Comparison.htm, the Combined Sector and 
Common Pool Groundfish by Stock. Landings converted to landed weight 
 
The purpose of this report is to identify the financial condition of vessels in vessel categories for 
FY2009 and FY2010. Estimation of the number and percentage of vessels that broke even 
measures the performance of the multispecies fishery for FY2009 and FY2010, but does not 
necessarily measure the performance of sector management because other changes occurred in 
the fishery and in fishery management that were not considered. In addition to the change in 
management and institution of hard catch limits, two other financial variables changed 
substantially in FY2010. Fuel costs, a major cost for groundfish fishing trips, increased sharply 
during FY2010. Data from observed groundfish trips from FY2009 and FY2010 show an 
average increase in price from $2.58 during FY2009 to $3.35 during FY2010. Fish prices for 
most New England fish stocks also increased sharply during FY2010, which would have boosted 
vessel revenue. The weighted average of groundfish prices increased by 18% during FY2010, for 
example.  
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The cumulative effects of management and external changes affected the financial viability for 
New England groundfish vessels in complex ways that are difficult to untangle. Sector 
management allowed fishermen to selectively target higher priced fish stocks at opportune times 
that may have increased revenues and mitigated reductions in ACLs. Low ACLs in fish stocks 
that have technical and biological interactions with high ACL stocks may have constrained the 
catch of those stocks under a management system of hard catch limits. Increased flexibility to 
target species under sector management without DAS restrictions and trip limits may have 
dampened the effects of higher fuel prices. 
 
This report includes sections on Methods and Data, Results, and Discussion.  
 
 
II. Methods and Data 
 
2.1. Break-Even Analysis  
Break-even analysis is a business tool usually used to project the amount of units sold over some 
time period (usually a year) necessary to cover all costs paid over the same period. Projections 
are necessary for output prices, variable costs, fixed costs, and any technical changes in the 
production process.  
 
For economic impact analysis of fishery management actions, fishing effort or landed pounds are 
the units typically used for estimating break-even points. For example, the Environmental Impact 
Statements for Amendments 13 and 16 of the Multispecies Fishery Management Plan estimated 
break-even as the average number of DAS necessary for vessels in specific categories to meet 
fixed costs after paying trip costs and estimated crew salary (Multispecies FMP Amendment 16, 
NEFMC). Revenue and cost values were projected forward using models using data from past 
values for these variables. The break-even analysis for these management actions estimated the 
Contribution Margin per day fished (the projected average gross revenue per day fished minus 
projected average trip costs including crew payments per day fished) to calculate the number of 
days fished that would be necessary to equal estimated annual fixed costs for various 
management options. Costs were averaged for break-even because trip costs and fixed costs were 
not available for all vessels. Given the large variance in fixed costs, Amendment 16 constructed 
estimates of average fixed costs for vessels with low, medium, and high fixed costs and then 
estimated break-even DAS necessary for each of these vessel categories. Note that these vessel 
categories were only hypothetical because then, as now, it was not possible to reliably link vessel 
activity levels with fixed costs. 
 
While this report uses similar methods in estimating break-even, we estimated annual vessel 
revenue necessary to cover costs for the same fishing year for the vessel, including trip costs 
(including crew payments), marketing costs, fixed costs, and payments made by vessel owners to 
cover sector costs in order to estimate the number of vessels and percentage of vessels that broke 
even or better by vessel category. Fixed costs are generally considered costs that do not vary 
with output, such as insurance, permit fees, association costs etc. However, some costs vary with 
output, such as repairs and maintenance, yet are not associated with any specific trip. For this 
report, we will refer to these costs collectively as overhead.  
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As a secondary goal, this report discusses the economic impact on break-even for sector vessels 
from transferring more of the sector costs to vessel owners, such as monitoring costs that are 
currently paid by NMFS.  
 
Unlike estimates of profitability, break-even analysis does not include the opportunity cost of 
capital (also called the return to equity) as a cost. More specifically, break-even analysis includes 
payments for repairs, maintenance, and interest on loans as costs, but does not include payments 
to vessel owners for their equity. Break-even analysis is more similar to cash flow than 
profitability. 
 
For this report, we estimated the number of vessels in each vessel category whose revenues for 
FY2009 and FY2010 at least equaled all costs paid by vessel owners for FY2009 and FY2010. 
While it was not necessary to forecast revenues and costs because we are estimating break-even 
for past years, similar processes were used to collect revenue and cost data as were used to 
forecast break-even for previous management actions. We added some categories of cost that 
were not used for break-even analysis for previous management actions, specifically marketing 
costs and sector costs.  
 
In order to estimate break-even points, we selected vessel categories and vessels for each 
category, estimated trip costs, labor costs, overhead costs, marketing costs, and sector costs paid 
by member vessels.  
 
2.2 Vessel Selection 
The break-even analysis was developed for vessel categories from the population of vessels that 
met three criteria. First, they had to have landed one or more pounds of allocated groundfish. 
Second, they had to have used either gillnet, bottom longline, or otter trawl as the primary gear 
when harvesting allocated groundfish4. For this criterion, primary gear was determined by 
summing allocated groundfish revenue by gear used and selecting the gear associated with the 
majority of allocated groundfish revenue. Third, the vessel had to have the same moratorium 
right ID (MRI) for the entire fishing year. These criteria were applied for both fishing years 2009 
and 2010 resulting in a total of 468 vessels during 2009 and 357 vessels during 2010. These 
vessels represent 83% and 79% respectively of all vessels that landed groundfish on at least one 
trip during 2009 and 2010. Note that since the criterion was applied separately for each fishing 
year even though a significant number of vessels fished in both years there were some vessels 
included in our 2010 sample that did not fish for groundfish during 2009 and some vessels that 
fished during 2009 that did not fish during 2010. Furthermore, since the selection criteria 
removed about 20% of vessels that fished for groundfish during either 2009 or 2010, nothing 
should be inferred from our study about the financial position of vessels that were not included in 
the analysis. Our analysis does include the majority of vessels participating in the groundfish 
fishery. 
 
As was done in previous analyses conducted in the EIS for Amendments 13 and 16 the gear 
categories were further broken out by vessel size. Size categories were selected by reviewing the 

                                                        
4 Handline gear were initially included in the gear selection criterion, but were subsequently dropped from the 
analysis due to a lack of adequate cost data. 
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size classes used in prior analyses and an evaluation of the size distribution of active vessels in 
more recent years. Based on this assessment approximately one-half of both longline and gillnet 
size categories were less than 40 feet in length overall (LOA) while the other half were above 40 
feet LOA. For otter trawl vessels, we based the size categories for trawlers on separation 
between vessels that usually fish near shore and multi-day trip vessels that usually fish off shore. 
These are essentially different fisheries with different revenue and cost structures.  
 

Table 2.2.1 Descriptive statistics for vessel categories. 

Vessel Category 
Number 

of Vessels 
Average 
Length 

Average 
Gross Tons 

Average 
Horsepower 

 Fishing Year 2009 
Gillnet < 40 Feet 58 35 14 278 
Gillnet >= 40 Feet 83 44 27 359 
Longline < 40 feet 10 35 16 316 
Longline >= 40 Feet 11 45 31 411 
Trawl < 50 Feet 85 45 24 292 
Trawl >= 50 and <= 65 Feet 80 57 60 390 
Trawl > 65 Feet 141 77 133 627 
 
 

Fishing Year 2010 

Gillnet < 40 Feet 42 36 15 297 
Gillnet >= 40 Feet 66 45 27 345 
Longline < 40 feet 8 36 16 356 
Longline >= 40 Feet 9 42 22 422 
Trawl < 50 Feet 58 42 26 297 
Trawl >= 50 and <= 65 Feet 63 57 61 384 
Trawl > 65 Feet 111 77 135 643 

 
Examination of the relationship between percentage of days fished on day trips and size of vessel 
showed breaks at 50’ and 65’ in length (see scatter plot in Appendix, Figure A1). Vessels below 
50’ showed the highest percentage of days absent on day trips, vessels between 50’ and 65’ 
showed predominance of days absent on day trips, and vessels greater than 65’ showed 
predominance of days absent on multi-day trips.  
 
The descriptive statistics for the vessel categories are depicted in Table 2.2.1 (above).  
 
2.3 Fishing Effort and Revenue Data 
Fishing effort in terms of trips and days fished on groundfish and non-groundfish trips were 
calculated from the Vessel Trip Reports. Groundfish trips were defined as any trip where one or 
more of the allocated groundfish species were landed. A non-groundfish trip was defined as any 
trip where none of the allocated groundfish species was landed. Average total fishing effort, in 
terms of days absent, declined between FY2009 and FY2010 for all categories except longliners 
and trawl vessels greater than 65’ (Table A1 in the Appendix). On average, fishing effort shifted 
to non-groundfish trips. Average total days absent on non-groundfish trips increased for all 
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vessel categories while average total days absent on groundfish trips declined for all vessel 
categories except for trawl vessels greater than 65’.  
 
Dealer reports were used to estimate average total vessel revenue and average revenue from 
groundfish trips and non-groundfish trips. We summed the values for all trips taken during 
FY2009 and FY2010 into categories of groundfish and non-groundfish revenue for each vessel. 
Average total revenue increased for all vessel categories from FY2009 to FY2010 except for 
gillnet vessels greater than 40 feet (Table A2 in the Appendix). The pattern of revenue between 
groundfish and non-groundfish trips shifted toward non-groundfish trips reflecting the pattern of 
effort. The average percentage of non-groundfish revenue in total revenue increased for all vessel 
categories. 
 
2.4 Trip Costs 
In addition to collecting data on catch and taking biological samples, observers collect data on 
trip costs (ice, fuel, oil, water, food, bait, and miscellaneous supplies) from the vessel‘s captain 
during the observed trip5. Observers collect information on total dollars spent on the trip for oil, 
water, food, bait and miscellaneous supplies including hooks, twine, knives, gloves, cleaning 
supplies, etc.  
 
We selected data from observed groundfish trips that used sink gillnet, bottom longline, or otter 
trawl from calendar years 2008 to 2011 for day trips and multi-day trips for each vessel category 
were used to estimate trip costs. Data from these years were pooled in order to obtain sufficient 
sample size to estimate trips costs for all combinations of single day and multiple day trips for all 
vessel categories. Trip cost data collected during 2008, 2010, and 2011 were converted to 2009 
dollars using the CPI to estimate 2009 trip costs. In a similar manner, 2008, 2009, and 2011 cost 
data were converted to 2010 dollars.  
 
For ice (tons) and fuel (gallons), observers collect information on both the quantities used for the 
trip and the price paid for each. Trips where either tons of ice or gallons of fuel were not 
recorded were eliminated from the sample because ice and fuel are used for every fishing trip. 
Average monthly fuel price and monthly price of ice were substituted for missing prices in the 
data. Categories of trip costs were summed for each trip by vessel category. See Tables A3-A5 
for sample descriptive statistics of trip costs by vessel category.  
 
In order to compute the average for trip costs, average trip costs for day trips and for multi day 
trips were calculated separately. We computed average trip costs for day trips and average cost 
per day for multi-day trips for in 2009 and 2010 dollars. To estimate total trip costs these 
averages were multiplied by the sum of day trips and the sum of days absent for multi-day trips 
for each vessel.  
 
Average trip costs for groundfish trips by gear/size category and trip type were applied to all 
trips, groundfish or non-groundfish, and for all gears that may have actually been used on any 
given trip. This simplifying assumption was adopted for two reasons. First, the break-even 

                                                        
5 Trip cost data included data collected by the Northeast Fisheries Observer Program as well as data collected 
through the At-Sea Monitoring Program during 2010 and 2011. 
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analysis was conducted based on fishing year totals (revenue, trips, etc) and not on a trip-level 
basis. We readily acknowledge that a trip level analysis for trip cost would likely be more 
accurate, but would also have substantially increased the data and time required to conduct the 
analysis. Second, the overhead cost data (described in Section 2.6 below) were estimated for 
vessels that used either trawl, gillnet or longline gears. In order to match fixed cost by vessel 
with trip costs it was expedient to hold average trip cost constant across all trips. 
 
2.5 Lay System  
Fishermen are paid according to lay systems that vary between port and among vessels within a 
port. Two of the most common remuneration systems are a 60/40 split where 60% of gross 
revenue goes to the captain and crew and 40% goes to the vessel owner, and a 50/50 split 
between the owner and the captain and crew of net revenue after trip costs have been deducted. 
In the 60/40 lay system, trip costs are paid from the captain and crew share. Based on interviews 
with vessel owners and sector managers we found that the 50/50 split was the predominate lay 
system where trip costs are explicitly included. Under this system, trip costs including fuel, ice, 
food, etc., are deducted as well as any costs that are based on a per pound or per trip basis. These 
costs include marketing costs, auction costs, sector fees, and leasing costs. 
 
2.6 Overhead Costs 
In 2007, 2008, and 2009, the Northeast Fisheries Science Center (NEFSC) mailed questionnaires 
to vessel owners with federal permits covered by New England FMPs in order to collect 
overhead (fixed) costs. The questionnaire was framed to collect annual overhead costs for the 
previous year. For example, the survey mailed during 2007 asked for overhead costs incurred 
during 2006. Due to low and declining response rates the survey was discontinued after 2009. 
The return rate for surveys for all vessels fell from 21% in 2007 to 8% in 2009 (NEFSC, 
personal communication).  
 
A total of 1,300 survey responses were returned by vessel owners from all fisheries: 635 during 
2007, 430 during 2008, and 235 during 2009. We selected observations from the vessels that 
were included in the break-even analysis to assure that the data used to estimate average 
overhead costs would come from vessels that were included in the analysis and adjusted values 
to 2009 and 2010 based on the CPI. This procedure narrowed the available data to 267 
observations. Since the survey was implemented for three years there was more than one 
observation for some vessels, because they may have returned the survey in more than one year. 
We averaged multiple observations from the same vessel into a single observation leaving a final 
sample size of 193 vessel observations. 
 
The fixed cost survey collected data on a number of cost categories, some that the majority of 
vessel owners may be expected to incur every year (travel, permit fees, communication, etc.) 
while other costs, such as major overhauls, engine replacements and other improvements,  may 
not be incurred in every year.  
 
Safety costs were not listed on the fixed-cost survey, but some vessel owners specifically listed 
safety costs as either an improvement or investment or in the “other expense” category. Unlike 
some repair and maintenance expenses that may be discretionary or perhaps deferred, vessel 
owners are required to maintain safety equipment according to the applicable schedule. 
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Averaging safety costs listed in the other expense category resulted in a zero statistical mean for 
some vessel categories and very low numbers for others, far lower than would cover legally 
mandated safety requirements. We averaged safety cost responses from the fixed cost survey 
over the vessels that specifically listed safety costs, which resulted in $1,233 for all vessels.  
 
Placing the cost in the correct category was another problem with these data. From interviews, 
we concluded that some owners considered repairs as maintenance and others considered 
maintenance as repairs. In order to mitigate these problems, we combined all categories of 
overhead costs from the same observation into a single observation for overhead cost without 
excluding any observation with zero cost in any of the categories of overhead costs. See Table 
A8 in the Appendix for descriptive statistics of overhead costs by vessel category. 
 
Data for overhead costs present the most problems because samples are small relative to the 
populations, standard deviations are large, especially in individual categories of overhead costs, 
observations are not normally distributed, often have large outliers, and observations cover only 
2006 – 2008. The overhead cost data exhibits large variance as well as a tendency to be skewed 
for most vessel categories (more observations below the mean than above the mean). 
Additionally, we could not come up with any reliable way to match up vessels that were likely to 
have high overhead costs with vessels that have comparatively low overhead costs. For these 
reasons, we used a Monte Carlo simulation on the overhead sample for each vessel category to 
assign overhead costs. Monte Carlo simulation chooses observations randomly and converts the 
choices into a frequency distribution for each vessel in the vessel category. We ran the Monte 
Carlo simulation 1,000 times to determine the distribution of results.  
 
2.7 Marketing Costs 
Interviews with vessel owners and survey responses indicated that marketing costs (trucking and 
auction fees) may be significant for break-even analysis, but neither auction nor trucking fees 
were included in the trip or overhead costs collected by observers or by any other NMFS survey. 
The information from vessel owners and surveys indicated that trucking fees in FY 2010 were 
$0.08 - $0.12 per pound for landed species that were trucked to other ports for sale or processing, 
which we averaged to $0.10 per pound. Previous studies of New England processors showed that 
almost all processing of groundfish takes place in Boston and New Bedford (Georgianna et al, 
2006).  
 
To estimate the proportion that would be subject to a trucking fee we calculated the percentage 
of total regional landings outside of these ports by vessel category and by fishing years 2009 and 
2010 (See Appendix A, Table A6). These proportions were held constant for all vessels to 
simplify the analysis. Trucking fees for each vessel was calculated as the average trucking fee for 
that vessel category (total annual landings times the average trucking fees ($0.10) times the 
proportion of landings subject to trucking all divided by the number of vessels in the vessel 
category).  
 
Auctions also charge fees; the average derived from survey and interview responses was $0.03 
per pound. Annual total auction fees were estimated by first calculating the proportion of total 
regional landings that were landed at the display auctions in Portland, Gloucester, Boston, or 
New Bedford (See Appendix A, Table A6). Separate estimates were calculated by vessel 
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category and fishing year. As was the case for trucking fees these proportions were held constant 
for all vessels in each category to simplify the analysis. Auctions fees were calculated as the 
product of total landings of all species, the auction fee, and the proportion landed at auction. 
Interviews also reported that some dealers charge fees, but we were unable to estimate these fees 
because we could not reliably determine which dealers charge fees. 
 
2.8 Sector Costs 
Fees paid by vessel owners to sectors are private contracts, which vary by sector. However, the 
majority of vessel owners are members of one of the Northeast Sector Service Network’s 
(NESSN) sectors and have similar fee structures. From interviews, the NESSN sectors required a 
onetime $10,000 membership fee to help recoup start-up costs. Vessel owners had the ability to 
pay this membership fee in increments of $2,500 per year (over a four year period). In addition 
to the membership fee, most sectors charged a fee per pound of landed groundfish during 
FY2010. These fees were used to cover the cost of operating the individual sector and the 
services provided by NESSN. This fee was variable, based on the volume of groundfish landings 
within each sector. Based on the interviews with NESSN sector members, the fee in FY2010 
ranged from $0.04 - $0.10 per pound. Vessels in sectors with lower groundfish landings are 
required to pay more per pound as the costs for managing sectors were relatively similar across 
sectors. 
 
In order to capture the variable effect of sector fees on different individuals and sectors a 
simplifying assumption was made.  Specifically, an average fee of $0.04 was applied to landed 
pounds of groundfish for each vessel in a sector. In this manner, the sector costs differed for each 
vessel depending on the total landed pounds of allocated groundfish even though the average per 
pound fee was held constant. The sector membership fee was treated as an additional overhead 
cost. The fee was assumed to be paid out over four years and was set at $2,500 for all vessels.  
 
Note that the sector fee on a per pound basis does not necessarily have the same proportional 
effect on all vessels. This is illustrated by applying the per pound fee to average groundfish 
landings and then dividing groundfish revenue by the resulting product to calculate the sector 
fees as a share of groundfish revenue (Table 2.6.1). This shows that the per-pound fee has 
different impacts on vessels depending on the composition of groundfish revenues. That is, the 
sector fee is lower as a share of groundfish revenue for vessels that, on average, land higher 
valued species and vice versa for vessels that land lower value groundfish species. 
 
2.9 Leasing Costs and Revenues 
Sectors were only required to report trades between sectors; transactions that occurred within a 
sector were not reported. The reported price of quota varied greatly; some transactions involved 
a transfer of money, others were swaps of species, or barters for trade services. In addition, some 
species, for which an excess of quota were available, were often exchanged at no cost. Due to the 
complexity of the leasing market and lack of data the cost and revenue associated with the 
exchange of quota has not been included in the break-even analysis. However, the cost and 
revenue from leasing may be substantial for many vessels. Lease prices for some stocks 
exceeded the price vessels would get at auction, because the benefit of acquiring quota in a stock 
in the portfolio of stocks necessary to fish could increase the catch of other species. See The 
Effects of Leasing in the Discussion for more information. 
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2.10 Ground-Truthing 
We were concerned about the quality of the fixed cost data due to low return rates during the 
most recent years the survey was conducted, and because there was no information from FY2009 
or FY2010. Preliminary work done by the NEFSC suggests that the fixed cost data collected is 
not always representative of the fleet segments, particularly for the larger vessels. Statistical tests 
showed the returned surveys were not representative of the population in terms of vessel length 
for some vessel categories. Note we partially address this issue by selecting data collected from 
vessels consistent with the size classes used in the break-even analysis. Nevertheless, the larger 
vessels are underrepresented in the NEFSC data. 
 
Due to these concerns, a ground-truthing exercise was conducted. The fixed cost data provided 
by NMFS was utilized as a starting point for the ground-truthing. Data on fuel consumption was 
also provided to vessel owners for feedback. Each vessel owner interviewed was provided a 
sheet with the average fixed costs by category, such as insurance, maintenance and safety 
equipment (see Appendix B). The averages provided were intended to be representative of a 
range of vessel sizes for each gear type (the interviewed owners were shown the information that 
should be representative of their vessel). The vessel categories used throughout this analysis 
were followed.  
 
In addition to interviews summary data was compiled from a parallel study conducted with the 
South Shore (MA) groundfishermen, specifically Sector 10. Twenty-six surveys were collected 
from this sector. Each survey included a section on fixed costs; the information provided in this 
section was used in the ground-truthing exercise. Individual survey responses and interview 
records will not be presented in this document to maintain confidentiality. However, the range of 
cost estimates collected in the interviews is provided in Appendix B. When only one estimate or 
no information was collected we noted N/A. Zero indicates that some vessels do not incur the 
cost.  
 
During interviews most participants cited that the costs appeared to be underestimated for 
‘Improvements and Investments’, ‘Vessel Insurance’, and ‘Repair and Maintenance’ categories. 
This was particularly true for the large otter trawl vessels (>75ft)6. In the final report the NEFSC 
data have been utilized, but adjusted to reflect 2009 and 2010 prices, this has improved the 
correspondence between the ground-truthing responses and NEFSC data. Now the overhead 
costs utilized in the analysis fall within the range of values provided in the interviews.  
 
There is a significant amount of variability in some of the overhead cost categories for both the 
ground-truthing results and the information collected by NOAA. There are a variety of ways to 
explain this variability, and it is likely a combination of all sources of variation. The first source 
of variability is that the questions and categories are not clear. We encountered this problem in 
the ground-truthing exercise particularly between improvements, investments, and repair and 
between maintenance and haul out. The second source of annual variation is that vessel owners 

                                                        
6 The vessel sizes for the ground-truthing do not correspond to the vessel categories used in the report, because at the 
time it was done we did not anticipate using another size definition and it is not possible to reconstitute the sample in 
the way that can be done with the other data sets used in the BE analysis. 
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may choose to defer some of these costs due to their financial constraints, e.g. low revenues or 
inaccessible credit. The third source may be that some costs only apply to certain vessels, e.g. not 
all vessel owners belong to associations; not all vessel owners incur non-crew labor services etc. 
Other categories such as communication, permit fees, and safety (not included as a specific item 
in NEFSC survey) have much less variability probably because they are necessary expenses (due 
to regulations, or practicality).  
 
In addition to the overhead costs discussed above, vessel owners interviewed were asked to list 
any additional overhead costs they incurred that were not included on the list. Prior to conducting 
the interviews we added safety equipment as a line item as previous feedback suggested that this 
was a significant cost that should be included. In addition to safety equipment interviews 
revealed that shore-side power, and crew benefits as two line items that should be included in the 
future. From these interviews it seems that future surveys may benefit from the addition of a 
section on shore side costs (similar to trip costs) as many vessels now pay for maintenance on the 
vessel when it is not fishing, and VMS requirements make it necessary to keep power on the boat 
at all times. The amount paid for these costs was not obtained from these interviews, but it is 
clear that this component is critical to understanding the costs of owning and operating a fishing 
vessel. It should be noted that some of these costs may already be imbedded in the analysis in 
line items such as mooring and dockage fees, or in the ‘other’ category.  
 

III. Results  
 
Table 3.1 reports the numbers and percentages of all vessels included in the break-even analysis 
in each vessel category that at least broke even with and without sector costs in FY2009 and 
FY2010 using the mean of the values from the Monte Carlo simulation. For Numbers of Vessels, 
the values shown in parentheses denote the upper (+) and lower (-) bound estimate of number of 
vessels based on a 90% confidence interval constructed as the average difference between the 
mean and the number of vessels above break-even at the 10th and 90th percentiles of the 
simulation distribution. Constructed in this manner, the confidence interval is a measure of 
uncertainty around the mean estimate. Percentages of vessels above break-even were evaluated 
at the mean. For these percentages the numbers in parentheses denote that upper and lower 
bound on the percentage of vessels above break-even evaluated at the 10th and 90th percentiles.  
 
The mean values show higher percentages of vessels in most vessel categories breaking even in 
2010 than in 2009. On a fleet-wide basis 49% (227 of 468) of vessels were above break-even 
during 2009 as compared to 55% (196 of 357) of vessels above break-even during 2010 after 
accounting for sector costs. Among the different vessel categories mean percentages of vessels 
above break-even were lower during 2010 as compared to 2009 for larger gillnet vessels (≥ 40 
feet) and for otter trawl vessels less than 50 feet. In other vessel categories the percentage of 
vessels above break-even after accounting for sector costs was higher during 2010 as compared 
to 2009. However, all of these should be interpreted with caution, because the uncertainty in any 
of these results is quite high. For example, in 2009, 51% (44 vessels) of the 85 trawl vessels less 
than 50 feet, were above break-even, yet it could have been as low as11% or as high as 80% 
based on a 90% confidence interval. In 2010, once sector costs are taken into account 50% (29 
vessels) of the  58 small trawl vessels were above break–even, but it could have been as low as 
12% or as high as 84%. For gillnet vessels < 40’ the number of vessels that at least broke even 
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ranges from 18 vessels to 46 vessels in 2009 with corresponding percentages ranging from 37% 
to 86%. For 2010 including sector costs, the number of gillnet vessels < 40 ranged from 12 
vessels to 38 vessels, with corresponding percentages ranging from 31% to 90%. 
 
At a fleet-wide level this level of uncertainty means that while the average percentage of all 
vessels above break-even during 2009 was 49%, the percentage could have been as low as 35% 
or as high as 62%. Similarly, the fleet-wide average above break-even could have been as low as 
39% or as high as 69%. Since the upper and lower bound estimates for 2009 and 2010 including 
sector costs for the fleet-wide average as well as all other vessel categories overlap one another, 
it is difficult to distinguish differences in performance between the two fishing years with or 
without sector costs. This level of uncertainty is primarily due to the inability to reliably match 
vessel categories with overhead costs caused by the high variability and the low number of 
observations from the fixed cost survey. 
 
 

Table 3.1. Simulation Mean Number of Vessels Above Break-Even By Vessel Category and Fishing Year (Number in 
Parentheses Denotes 90% Confidence Interval 

 Fishing Year 2009 Fishing Year 2010 

Vessel Category 
Total 
Vessels 

Number 
of Vessels 
Above 
Break-
Even  

Percent 
Vessels 
Above 
Break-Even 

Total 
Vessels 

Number 
of Vessels 
Above 
Break-
Even 
Excluding 
Sector 
Costs 

Percent 
Vessels 
Above 
Break-
Even 
Excluding 
Sector 
Costs 

Number of 
Vessels 
Above 
Break-
Even 
Including 
Sector 
Costs 

Percent 
Vessels 
Above 
Break-
Even 
Including 
Sector 
Costs 

Gillnet < 40 feet 58 32  55% 42 26  62% 25  59% 
  (±14) (37-86%)  (±12) (36-90%) (±13) (31-90%) 
Gillnet >= 40 feet 83 49  59% 66 39  59% 37  56% 

  (±35) (11-95%)  (±26) (12-90%) (±25) (12-86%) 
Longline < 40 feet 10 4  36% 8 4  48% 4  43% 
  (±2) (10-50%)  (±2) (25-75%) (±2) (25-75%) 

Longline >= 40 feet 11 6  55% 9 6  62% 6  61% 
  (±4) (27-91%)  (±3) (33-89%) (±3) (22-89%) 
Trawl < 50 feet 85 44  51% 58 30  52% 29  50% 

  (±29) (11-80%)  (±22) (12-88%) (±21) (12-84%) 
Trawl >= 50 and 
<= 65 feet 80 37  46% 63 35 (±24) 55% 34  54% 

  (±30) (9-85%)   (16-92%) (±24) (14-90%) 
Trawl > 65 feet 141 55  40% 111 65  59% 63  56% 
  (±38) (13-67%)  (±35) (21-84%) (±35) (21-84%) 

Totals 468 227  49% 357 204  57% 196  55% 
  (±62) (35-62%)  (±55) (41-72%) (±54) (39-69%) 
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In terms of numbers of total vessels on average, more vessels were above break-even during 
FY2009 (227) as compared to FY2010 (196) including sector costs. It may also be said that 
fewer vessels were below break-even during 2010 (153) than was the case during 2009 (241). 
This is, of course, an artifact of having different numbers of vessels in each year of the break-
even analysis. Percentages tend to remove the effect of different baselines and may provide a 
more consistent indicator of change in break-even. The number of vessels above break-even 
during 2009 tended to be larger than in 2010 for nearly all vessel categories except for longline 
vessels and trawl vessels greater than 65 feet. For longline vessels the mean number of vessels 
above break-even was the same in both 2009 and 2010 while the mean number of large trawl 
vessels above break-even increased from 55 vessels during 2009 to 63 vessels in 2010 including 
sector costs. However, as was the case for comparisons among vessel categories, the uncertainty 
in our estimates is large and the upper and lower bound estimates for vessel totals overlap. For 
example, the number of large trawl vessels (above 65 feet) above break-even during 2009 may 
have been as many as 93 or as low as 17 vessels. The uncertainty in the number of large trawl 
vessels breaking even ranges from 28 to 98 vessels. 
 
At least part of the difference between 2009 and 2010 is due to the differences in numbers of 
vessels that met our criterion, but is also due to reduced numbers of vessels participating in the 
groundfish fishery. Specifically, of the vessels included in our study data, 111 fewer vessels 
fished for groundfish in FY2010 than in FY2009.  A total of 331 vessels fished for groundfish in 
both years. Twenty-eight vessels fished for groundfish in FY2010, but not in FY2009, and 137 
vessels fished for groundfish in FY2009 but not in FY2010. Of these 137 vessels, 80 fished 
during FY2010, but did not land any groundfish while 57 of the vessels that did fish during 2009 
did not fish at all during FY2010.  
  
The 111 vessels that left the groundfish fishery in 2010 were included in the break-even analysis 
for 2009, but were not included in the 2010 analysis because these vessels targeted a wide 
assortment of other fisheries, which would have made sample size for observer data on trip costs 
and overhead costs from these vessels too small when spread out across different fisheries. These 
data and break-even analysis also does not indicate the cause for these vessels leaving the 
groundfishery in 2010 nor do we know the reasons why the 57 vessels that did fish for 
groundfish during 2009 did not fish at all during 2010.  
 
Table 3.2 reports the numbers and percentages of all the study vessels in sectors and in the 
common pool that caught groundfish that at least broke even with and without sector costs in 
FY2009 and FY2010 using the mean of the values from the Monte Carlo simulation. Note that 
the 90% confidence intervals are also high relative to the mean for both common pool vessels 
and sector vessels. 
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Table 3.2  Simulation Mean Number of Vessels Above Break-Even for Common Pool and Sector Members for Fishing 
Years 2009 and 2010 (Number in Parentheses Denotes 90% Confidence Interval 

 Fishing 2009 Fishing Year 2010 

 
Total 
Vessels 

Number of 
Vessels 
Above 

Break-Even  

Percent 
Vessels 
Above 
Break-

Even
Total 

Vessels

Number 
of Vessels 

Above 
Break-

Even 
Excluding 

Sector 
Costs

Percent 
Vessels 
Above 
Break-

Even 
Excluding 

Sector 
Costs 

Number of 
Vessels 
Above 
Break-

Even 
Including 

Sector 
Costs

Percent 
Vessels 
Above 
Break-

Even 
Including 

Sector 
Costs

Common Pool 94 34  36% 68 30  45% N/A N/A 

  (±13) (22-50%)  (±11) (29-60%)   

Sector Members 374 194  52% 289 174  60% 167  58% 

  (±51) (38-66%)  (±45) (44-75%) (±46) (42-73%) 
 
 
IV. Discussion 
 
4.1 Break-even Analysis 
While Table 3.2 suggests that a greater percentage of both common pool vessels and sector 
vessels broke even in FY2010 relative to FY2009, the uncertainty in the break-even results make 
definitive conclusions regarding financial performance difficult to support with or without 
including sector costs. Available data on overhead costs in particular hamper our ability to 
reliably ascertain the financial condition of the vessels included in the break-even analysis. 
Nevertheless, even though we cannot be certain of the reasons, it is clear that fewer vessels 
participated in the groundfish fishery during FY2010 than did so during 2009. It is also clear that 
under any circumstances the results show large numbers and percentages of vessels not breaking 
even in either FY2009 or FY2010. This raises the question of how vessel owners could keep 
their vessels fishing over two years and perhaps more without covering their costs, especially 
when credit is often difficult for vessel owners to obtain. There are several possible answers to 
this question.  
 
It may take more than a year or two for vessels to leave the fishery. Vessel owners may draw on 
personal resources to cover costs, for example. If some overhead costs have to be paid if the 
vessel fishes or not, e.g. a mortgage on the vessel, then vessel owners will continue to fish their 
vessels if revenues cover trip costs and those overhead costs that are required for fishing. Other 
possibilities may be that large overhead costs, such as vessel maintenance may be delayed or 
vessel owners may reduce crew share or shift costs to crew share. Vessel owners who skipper 
their vessels could reduce the share that they receive or apply their crew share to vessel costs. 
Some owners may own multiple vessels or own other vessels engaged in other more profitable 
fisheries and use these profits to subsidize less profitable vessels. These and any number of other 
strategies may explain how vessels that may otherwise be expected, given limited available data 
or a purely economic calculus, to go out of business.      
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We also made several assumptions about trip costs that would affect break-even. We assumed 
that trip costs per day for non-groundfish trips were the same as trip costs per day for groundfish 
trips. For vessels that use the same gear for all trips this assumption is reasonable. For vessels 
that use different gears for non-groundfish trips, costs would be overestimated for gears that may 
be less costly and underestimated for gears that are more costly. We held trip costs constant 
across trip types because we chose to aggregate data for the entire fishing year rather than do a 
trip-level analysis that would have required developing estimates of trip costs for multiple gear 
types.  
  
Break-even analysis and any other financial analysis require accurate cost data; the low scores 
for accuracy from these results show clearly the importance of accurate data. The financial 
condition of the multi-species fishery cannot be estimated with even modest accuracy without 
more complete data collection. If reliable annual estimates of the financial condition of the 
groundfish fishery are of interest to the NEFMC or other interested management bodies then 
greater attention will need to be paid to cost data collection, and overhead costs in particular. 
There are efforts underway to collect more accurate cost data. The NEFSC is reviewing methods 
to collect overhead data, and also investigating more refined statistical methods to estimate trip 
costs. These models would provide a more accurate estimate of trip costs that would account for 
differences across vessels. Sector reports that we used for the following section on leasing also 
offer promising methods to collect cost data. 
 
4.2 Effects of Leasing Costs 
With the transition to ACLs and accompanying formation of 17 sectors under Amendment 16, 
leasing of ACE within and between sectors was allowed to enable sectors and their members to 
reconcile initial allocations with desired fishing strategies by buying and selling ACE. Leasing 
between sectors was regulated and recorded. Leasing within sectors was neither regulated nor 
recorded in order to give vessel owners within sectors flexibility in their business plans. 
 
While there are gains from trade for both parties, the value of the leasing transaction is neutral in 
terms of accounting; sellers receive the same amount as buyers pay, excluding transaction costs. 
However, buying ACE has implications for the financial position of any given fishing business 
depending on a number of factors including initial ACE allocations, lease prices, planned fishing, 
and access to capital. To provide a reliable estimate of these effects on break-even position for 
FY2010 we would need to know both in-flows and out-flows of leased ACE by vessel, whether 
these trades were monetary or swaps of one species for another, the price paid and received, and 
whether leased-in ACE costs were treated as trip costs and, therefore, partially paid by crew.  
Data at this level of detail are simply not available at this time. For this reason, we cannot 
provide a formal analysis of leasing impacts on break-even. Nevertheless, we do have sufficient 
data to estimate the in-flow of ACE that would have been required for the vessels included in the 
break-even analysis. This estimate was obtained for each vessel by summing catches during 
FY2010 and subtracting the initial ACE by stock for each vessel. A positive value means that 
FY2010 catch was greater than the vessels initial ACE. Some vessel owners may have access to 
ACE through ownership of multiple vessels or multiple companies either in their own right or in 
affiliation with other owners. Ignoring the ability to access ACE through intra-company transfers 
may overestimate leasing requirements. For this reason the trading requirement was determined 
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by summing the combined ACE for all vessels (whether they fished or not) that were part of a 
common ownership group where ownership groups were determined by matching affiliated 
businesses with affiliated people (business owners) in the NERO permit application data. 
 
During 2010, the 357 vessels included in the FY2010 break-even data caught (landings plus 
discards) a combined 13.5 million pounds over their initial allocations of ACE (See Appendix A, 
Table A9). The 13.5 million pounds represented 23% of total catch by our sample vessels would 
have had to been acquired either through monetary or in-kind trade. Gulf of Maine cod 
represented the largest need for all gillnetters, small longline, and for small otter trawl vessels. 
Georges Bank cod represented 84% of the ACE need for larger longline vessels. For mid-size 
and large otter trawl vessels the stocks with the largest trading needs were GB cod, GOM cod, 
GB winter flounder, white hake, and pollock. 
 
Since not all vessels had an estimated overage during FY2010 for any given stock, or for any 
stock the average need was calculated as the total need divided by the number of vessels 
included in each category (See Appendix A, bottom half of Table A9). The average need to 
cover the gap between FY2010 ACE and catches ranged from 1,456 pounds of all stocks 
combined for longline vessels 40 feet and above to 207,586 pounds for large otter trawl vessels. 
The vehicle through which these needs may have been met is uncertain, as is the cost that may 
have been incurred.  
 
Sectors submitted their phase 2 reports on September 2, 2011. The data contained in these 
reports offers some insight as to how vessels secured needed quota but less revealing about the 
price paid for quota. That is, the sector reports contain information on the type of compensation 
received (monetary, swapping fish for fish, gift without compensation, for example) for both 
inter- and intra-sector trades. These designations suggest that about 64% of all pounds in intra-
sector transactions involved a monetary transaction whereas 81% of all pounds in inter-sector 
transactions were for monetary compensation (see Appendix A, Table A10). These data indicate 
that the majority of any ACE overage would most likely have involved a monetary transaction. 
Although, the sector reports do include some data on the value of some transactions there are a 
large number of transactions for which no lease price was reported or the transaction involved a 
block of stocks. In these cases the value of the entire trade may be reported which makes it 
difficult to ascertain how much any given stock may have been worth. 
 
4.3 Effects of Subsidized Costs 
The break-even analysis for FY2010 did not include costs of managing sectors not paid by vessel 
owners or crew. Some costs associated with the start-up and operation of sectors were subsidized 
by NOAA for FY2010. Each sector was given $18,824 for costs incurred from October 1, 2009 
through December 31, 2010. This could be used for expenses such as manager salaries, office 
supplies, computers, printers, furniture, workers compensation, internet and phone services, and 
FishTrax maintenance. In addition, each sector received a grant for $46,305 for costs incurred 
from May 1, 2010 through June 30, 2011. This grant could also be used for the sector’s operation 
costs. At-sea-monitoring was paid for by NMFS and dockside monitoring was also reimbursable 
up to $75,204. It is likely, in the near future, that these costs will be the responsibility of sectors, 
and their member vessels.  
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Interviews with sector managers indicated that the annual overhead costs to run one sector are 
expected to be $80,000 to $100,000. This amount covers items such as the sector manager’s 
salary, insurance, workers compensation, office lease, internet, telephone, dockside monitoring, 
and other miscellaneous costs.  
 
The cost of sector membership per vessel will vary depending on the composition of their sector, 
specifically how many vessels is the cost distributed among, and how much groundfish they 
catch. Currently the unsubsidized sector costs are paid as a per pound fee, members in sectors 
that have more boats and higher landings will pay less per pound and in total, less per year.  
 
In addition to sector costs, vessels may be expected after FY2011 to pay for at-sea monitoring 
(ASM), which is a significant cost. The effect on specific individuals and sectors will likely vary. 
The potential cost of at-sea monitoring depends on the number of trips and trip duration. In 
FY2010 the target coverage rate for ASM was 30%. The combined ASM and Northeast Fisheries 
Observed Program (NEFOP) coverage rate was 38% (combined common pool and sector 
vessels). The realized rate for 2010 was 35% of trips and 35.9% of sea days. The coverage rate 
for trips varied by sector, ranging from 19.7% for the common pool to 45.2% for the Northeast 
Fishery Sector XII (NMFS, 2011). Approximately 76% of the overall coverage was provided by 
ASM which translates to an estimated 26.6% coverage rate for ASM alone. The target ASM 
coverage rate for FY2011 was the same as that for 2010, but the coverage rate over and above 
the 8% coverage planned by the NEFOP for 2012 (the year in which ASM costs would no longer 
be subsidized) was recently set at 17%. 
 
In order to gauge the potential effect of observer costs on the fishery we estimated the average 
annual cost, which would have been paid by the vessels included in the break-even study in 
2010, for ASM observers, if they had not been subsidized. The estimated cost for the at-sea 
monitors was based on the actual number of trips and trip duration by each of the vessels 
included in the break-even study that were covered by an ASM observer. It is probable that the 
number and duration of sector trips would have been different had the cost of at-sea monitors not 
been subsidized. Factoring these costs into trip planning may be anticipated to alter the expected 
net return from a sector groundfish trip as compared to a non-groundfish trip and may affect trip 
duration particularly as the cost of an ASM observer was based on a calendar day or any portion 
of a day. This means that using 2010 data as a measure of ASM costs may not be a predictor of 
what ASM costs may be once these costs become internalized to fishing trip economics. 
 
Total sea days where an ASM observer may have been assigned to a trip was estimated by 
summing the number of groundfish day trips and the product of average trip duration rounded up 
to the nearest whole day for multi-day groundfish trips and the number of groundfish multi-day 
trips (see Appendix A, Table A11). This resulted in an estimate of 21,929 sea days taken by the 
vessels in the break-even analysis on 7,492 day trips and a total of 2,880 multi-day trips. 
 
Given the estimated ASM coverage rate of 26.6% the estimated ASM costs during FY2010 was 
calculated as the product of the ASM coverage rate, the average cost per sea day ($630), and the 
total sea days. This calculation resulted in an estimate of $3.67 million which represents 4% of 
total groundfish revenue, 4% of total groundfish trip revenue, and 2% of total fishing revenue 
from all species including groundfish and non-groundfish trips (see Table 4.3.1). The impact of 
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having to pay for ASM may not have equal impacts on all segments of the groundfish fleet. 
Based on FY2010 activity, the ASM costs would have a greater impact on gillnet gear and small 
otter trawl vessels ranging from 7 to 10 percent of groundfish revenue. As a percentage of total 
fishing revenue, vessels in either small or large gillnet category would still be the most affected 
(5% of total revenue) since these vessels exhibit a high percentage of groundfish trip revenue of 
total revenue. This was not necessarily the case for small trawlers as the ASM costs were 
estimated to be 3% of gross revenue; as compared to 2% for both medium and large trawl 
vessels. 
 

Table 4.3.1. Estimated ASM Costs as a Percent of Revenues for Vessels 
Included in the Break-Even Analysis 

Vessel Category 
Estimated 
ASM Cost 

ASM Cost 
as % of 
Groundfish 
Revenue 

ASM Cost 
as % of 
Groundfish 
Trip 
Revenue 

ASM 
Cost as 
% of 
Total 
Revenue 

Gillnet < 40 Feet $356,443 10% 8% 5% 
Gillnet >= 40 Feet $723,778 8% 6% 5% 
Longline < 40 feet $39,381 5% 5% 3% 
Longline >= 40 Feet $39,549 5% 5% 2% 
Trawl < 50 Feet $259,749 7% 6% 3% 
Trawl >= 50 and <= 65 
Feet $439,730 4% 3% 2% 
Trawl > 65 Feet $1,816,232 3% 3% 2% 

Totals $3,674,862 4% 4% 2% 
 
Compared to the estimated costs for FY2010, the required 17% coverage rate for ASM would 
result in lower overall monitoring costs. At FY2010 activity levels for the vessels included in the 
break-even analysis the 17% coverage rate would have cost $2.35 million. This level would 
represent approximately 3% of FY2010 groundfish revenue and 1.4% of total fishing revenue. 
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 Appendix A. Tables and Figures 
 

 
Figure A1. Percent of groundfish trips (on otter trawl vessels) that are day trips plotted as a function of 
vessel length. Day trips are categorized as those trips that last less than 24 hours.  
 
 

Table A1. Average Effort for Vessels Included in the Break-Even Analysis by Vessel Category and Fishing Year 

Vessel Category 

Average 
Total 
Trips 

Average 
Total 
Days 

Absent

Average 
Total 

Groundfish 
Trips

Average 
Total Days 
Absent on 

Groundfish 
Trips

Average 
Total Non-
Groundfish 

Trips

Average Total 
Days Absent 

on Non-
Groundfish 

Trips

 Fishing Year 2009 

Gillnet < 40 ft 112.4 53.5 86.1 38.9 26.3 14.6
Gillnet >= 40 ft 111.0 66.9 81.9 48.7 29.1 18.2
Longline < 40 ft 64.5 40.4 40.5 27.2 24.0 13.2
Longline >= 40 ft 68.6 51.3 24.5 25.8 44.2 25.4
Trawl < 50 ft 97.4 52.8 54.0 31.0 43.4 21.8
Trawl >= 50 and <= 65 ft 94.6 84.6 36.2 39.8 58.3 44.8
Trawl > 65 ft 42.3 134.8 20.2 85.7 22.1 49.1

 Fishing Year 2010 

Gillnet < 40 ft 82.0 40.2 48.8 22.9 33.2 17.4
Gillnet >= 40 ft 80.8 54.2 50.8 35.2 30.0 19.0
Longline < 40 ft 102.8 50.8 23.6 18.4 79.1 32.4
Longline >= 40 ft 94.4 52.8 16.7 20.2 77.8 32.6
Trawl < 50 ft 72.4 41.0 20.8 15.0 51.6 25.9
Trawl >= 50 and <= 65 ft 87.7 79.8 21.3 31.4 66.3 48.4
Trawl > 65 ft 40.8 146.8 18.7 91.4 22.1 55.4
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Table A2. Average Revenue for Vessels Included in the Break-Even Analysis by Vessel Category and Fishing Year 

Vessel Category 
Total 

Revenue

Total 
Groundfish 

Trip 
Revenue

% 
Groundfish 

Trip 
revenue of 

Total 
Revenue

Total 
Groundfish 
Revenue on 
Groundfish 

Trips 

% 
Groundfish 

Revenue 
on 

Groundfish 
Trips

Total Non-
Groundfish 

Revenue 
on 

Groundfish 
Trips

Total Non-
Groundfish 
Revenue on 

Non-
Groundfish 

Trips

 Fishing Year 2009 

Gillnet < 40 Ft $166,148 $129,715 78% $108,128 83% $21,587 $36,433
Gillnet >= 40 Ft $248,829 $187,418 75% $150,044 80% $37,374 $61,411
Longline < 40 Ft $126,702 $106,339 84% $102,119 96% $4,220 $20,363
Longline >= 40 Ft $185,796 $111,726 60% $105,471 94% $6,255 $74,070
Trawl < 50 Ft $160,306 $100,207 63% $87,797 88% $12,410 $60,099
Trawl >= 50 and <= 65 Ft $320,914 $165,991 52% $128,731 78% $37,260 $154,923
Trawl > 65 Ft $651,917 $438,525 67% $319,589 73% $118,936 $213,401

 Fishing Year 2010 

Gillnet < 40 Ft $171,628 $107,362 63% $87,176 81% $20,186 $64,266
Gillnet >= 40 Ft $243,556 $174,279 72% $141,216 81% $33,063 $69,278
Longline < 40 Ft $183,894 $105,039 57% $102,768 98% $2,272 $78,854
Longline >= 40 Ft $231,898 $97,051 42% $95,250 98% $1,800 $134,847
Trawl < 50 Ft $160,876 $77,329 48% $68,693 89% $8,635 $83,548
Trawl >= 50 and <= 65 Ft $414,567 $199,838 48% $159,090 80% $40,748 $214,729
Trawl > 65 Ft $903,211 $584,720 65% $481,741 82% $102,979 $318,491
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Table A3. Average Total Cost for Fuel, Ice, Water, Oil, Supplies, and Bait on Day Trips  

Vessel Category 
Sample 

Size Mean 
Standard 
Deviation 

25th 
percentile Median 

75th 
Percentile 

Coefficient of 
Variation 

  2009  

Gillnet < 40 696 137.4 100.2 81.2 115.8 166.9 0.73
Gillnet >= 40 1088 190.3 306.6 130.6 167.0 215.6 1.61
Longline < 40 93 475.2 450.1 152.7 287.6 512.4 0.95
Longline >= 40 25 510.9 564.2 189.6 239.9 609.5 1.10
Trawl < 50 448 253.8 139.5 156.1 226.1 326.5 0.55
Trawl >= 50 and <= 65 367 317.8 163.3 221.6 283.5 373.7 0.51
Trawl > 65 84 366.9 216.3 202.6 306.9 469.3 0.59

  2010  

Gillnet < 40 696 140.0 102.1 82.7 118.0 170.0 0.73
Gillnet >= 40 1088 193.9 312.4 133.0 170.1 219.6 1.61
Longline < 40 93 484.1 458.5 155.6 293.0 522.0 0.95
Longline >= 40 25 520.5 574.8 193.2 244.4 620.9 1.10
Trawl < 50 448 258.6 142.1 159.0 230.3 332.6 0.55
Trawl >= 50 and <= 65 367 323.8 166.3 225.8 288.8 380.7 0.51
Trawl > 65 84 373.8 220.3 206.4 312.7 478.1 0.59

 

 

Table A4. Average Cost of Food per Crew on Day Trips     

Vessel Category 
Sample 

Size Mean 
Standard 
Deviation 

25th 
Percentile Median 

75th 
Percentile

Coefficient 
of Variation 

 2009  

Gillnet < 40 326 7.4 5.8 2.5 7.3 10.0 0.79
Gillnet >= 40 487 6.7 5.2 2.5 6.6 10.0 0.77
Longline < 40 54 9.2 7.7 4.8 7.9 14.7 0.83
Longline >= 40 19 8.4 6.1 3.3 9.8 14.7 0.72
Trawl < 50 233 7.6 7.4 0.0 7.5 10.0 0.98
Trawl >= 50 and <= 65 206 7.0 8.5 0.0 5.0 10.0 1.22
Trawl > 65 69 6.2 6.7 0.0 5.0 10.0 1.09

 2010  

Gillnet < 40 326 7.5 5.9 2.5 7.4 10.2 0.79
Gillnet >= 40 487 6.8 5.3 2.5 6.8 10.2 0.77
Longline < 40 13 2.7 3.5 0.0 1.6 4.9 1.28
Longline >= 40 54 9.4 7.8 4.9 8.1 15.0 0.83
Trawl < 50 19 8.6 6.2 3.4 10.0 15.0 0.72
Trawl >= 50 and <= 65 206 7.1 8.7 0.0 5.1 10.2 1.22
Trawl > 65 69 6.3 6.8 0.0 5.1 10.2 1.09
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Table A5. Average Cost per day for Fuel, Ice, Oil, Water, Supplies and Bait on Multi-Day trips  

Vessel Category 
Sample 

Size Mean 
Standard 
Deviation 

25th 
percentile Median 

75th 
Percentile 

Coefficient of  
Variation 

 2009  

Gillnet < 40 27 144.7 98.0 77.2 142.0 172.8 0.68
Gillnet >= 40 124 245.1 81.6 187.4 238.1 298.3 0.33
Longline < 40 63 794.9 415.9 443.0 827.0 1135.0 0.52
Longline >= 40 90 662.0 348.2 423.7 563.9 892.6 0.53
Trawl < 50 123 291.7 234.7 103.5 187.0 427.0 0.80
Trawl >= 50 and <= 65 218 845.9 592.8 452.2 753.1 1185.0 0.70
Trawl > 65 1123 1361.3 574.6 976.7 1287.0 1682.9 0.42

 2010  

Gillnet < 40 27 147.4 99.8 78.6 144.7 176.0 0.68
Gillnet >= 40 124 249.7 83.1 190.9 242.6 303.9 0.33
Longline < 40 63 809.9 423.7 451.3 842.5 1156.3 0.52
Longline >= 40 90 674.4 354.7 431.6 574.5 909.3 0.53
Trawl < 50 123 297.1 239.1 105.4 190.5 435.0 0.80
Trawl >= 50 and <= 65 218 861.7 604.0 460.7 767.2 1207.2 0.70
Trawl > 65 1123 1386.9 585.3 995.0 1311.2 1714.5 0.42
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Table A6. Total Pounds Sold Through Auctions and Landed in Boston or New Bedford During FY2010 by Vessel 
Category 

Gear/Size Category 
Total Landed 
Pounds 

Total 
Pounds Sold 
Through 
Auction 

Total Pounds 
Landed in 
Boston or New 
Bedford 

Proportion 
Subject to 
Auction Fee 

Proportion 
Subject to 
Trucking Fee 

 Fishing Year 2009 

Gillnet < 40 Ft 9,169,136 3,581,408 252,311 39% 97%
Gillnet >= 40 Ft 19,992,156 6,907,113 1,046,294 35% 95%
Longline < 40 Ft 679,346 438,356 34,000 65% 95%
Longline >= 40 Ft 1,384,293 2,385 295,394 0% 79%
Trawl < 50 Ft 9,675,385 2,514,914 184,057 26% 98%
Trawl >= 50 and <= 65 Ft 27,039,224 3,166,692 1,357,168 12% 95%
Trawl > 65 Ft 81,512,381 25,216,756 33,975,501 31% 58%

 Fishing Year 2010 

Gillnet < 40 Ft 6,060,580 1,341,240 261,495 22% 96%
Gillnet >= 40 Ft 14,021,447 4,049,060 936,807 29% 93%
Longline < 40 Ft 852,175 283,476 63,405 33% 93%
Longline >= 40 Ft 977,837 3,965 1,360 0% 100%
Trawl < 50 Ft 7,159,384 1,381,660 169,600 19% 98%
Trawl >= 50 and <= 65 Ft 26,026,031 1,192,113 3,159,269 5% 88%
Trawl > 65 Ft 84,796,909 27,736,068 33,437,907 33% 61%

 
 
 

Table A7. Estimated Sector Fees as a Share of Groundfish Revenue 

Vessel Category 

Average 
Total 

Groundfish 
Revenue on 
Groundfish 

Trips

Average 
Total Pounds 

Groundfish 
Landed

Sector 
Fees @ 

$0.04 per 
Pound 

Sector Fees 
as a % of 

Groundfish 
Revenue

Gillnet < 40 Ft $87,176 46,350 $1,854 2.1%

Gillnet >= 40 Ft $141,216 95,840 $3,834 2.7%

Longline < 40 Ft $102,768 51,838 $2,074 2.0%

Longline >= 40 Ft $95,250 63,163 $2,527 2.7%

Trawl < 50 Ft $68,693 34,709 $1,388 2.0%

Trawl >= 50 and <= 65 Ft $159,090 105,676 $4,227 2.7%

Trawl > 65 Ft $481,741 358,233 $14,329 3.0%
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Table A8. Average Overhead Cost  

Vessel Category 
Sample 

Size Mean 
Standard 
Deviation Median Coefficient of Variation 

  2009  

Gillnet < 40 15 55,174 29,224 49,697 0.53
Gillnet >= 40 37 80,316 45,793 71,762 0.57
Longline < 40 7 45,109 40,218 29,684 0.89
Longline >= 40 4 68,849 17,064 61,935 0.25
Trawl < 50 37 59,838 39,686 54,650 0.66
Trawl >= 50 and <= 65 30 137,722 146,829 85,804 1.07
Trawl > 65 63 220,493 133,320 161,503 0.60

  2010  

Gillnet < 40 15 56,051 29,697 50,512 0.53
Gillnet >= 40 37 81,609 46,518 72,940 0.57
Longline < 40 7 45,845 40,879 30,171 0.89
Longline >= 40 4 69,907 17,202 62,951 0.25
Trawl < 50 37 60,788 40,325 55,462 0.66
Trawl >= 50 and <= 65 30 139,952 149,240 87,177 1.07
Trawl > 65 63 223,941 135,515 163,661 0.61
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Table A9. Summary of Total and Average Pounds of Allocated Groundfish Needed to Cover Initial ACE 
Overages for All Permitted Vessels in Break-Even Analysis 

Stock 
Gillnet 
< 40 

Gillnet 
>= 40 

Longline 
< 40 

Longline 
>= 40 

Trawl < 
50 

Trawl 
>=50 and 
<= 65 

Trawl > 
65 Total 

Total Pounds Needed 

GB Cod 13,652 117,860 0 11,085 42,049 353,897 815,585 1,354,128
GOM Cod 420,627 585,827 108,273 7 237,926 508,002 313,171 2,173,833
GB Haddock 13 6,586 77,010 0 1,082 2,541 281,343 368,576
GOM Haddock 10,785 20,889 40,076 219 28,423 39,363 78,171 217,926
GB Winter 0 49 57 520 990 15,222 637,916 654,753
GOM Winter 2,827 17,722 3 0 24,283 46,990 4,996 96,821
Witch 2,056 3,466 0 0 62,905 104,176 192,553 365,157
CCGOM YT 31,202 73,051 1 0 121,821 117,992 70,382 414,450
GB YT 0 0 25 52 1,991 21,269 328,765 352,101
SNEMA YT 45 53 0 49 6,160 98,083 37,832 142,222
Plaice 2,885 871 51 17 32,313 137,944 357,977 532,058
White Hake 65,264 157,868 3,057 1,153 6,190 282,623 474,099 990,253
Redfish 1,031 10,927 916 0 295 160,005 182,651 355,825
Pollock 140,400 431,842 2 0 12,175 166,749 453,494 1,204,662

Total 690,787 1,427,010 229,471 13,102 578,605 2,054,855 4,228,933 9,222,763

Average Pounds Needed 

GB Cod 390 2,455 0 1,232 779 6,677 10,731 22,264
GOM Cod 12,746 12,205 13,534 1 4,489 9,407 4,121 56,503
GB Haddock 0 137 9,626 0 20 47 3,702 13,533
GOM Haddock 327 435 5,009 24 536 729 1,029 8,090
GB Winter 0 1 7 58 18 282 8,394 8,760
GOM Winter 86 369 0 0 458 870 66 1,849
Witch 62 72 0 0 1,187 1,966 2,534 5,821
CCGOM YT 946 1,522 0 0 2,299 2,185 926 7,877
GB YT 0 0 3 6 37 394 4,326 4,765
SNEMA YT 1 1 0 5 114 1,851 498 2,470
Plaice 85 18 6 2 610 2,555 4,710 7,986
White Hake 1,978 3,289 382 128 117 5,234 6,238 17,365
Redfish 29 228 115 0 5 2,963 2,403 5,743
Pollock 4,255 8,997 0 0 230 3,088 5,967 22,536

Total 20,905 29,729 28,684 1,456 10,899 38,247 55,644 185,564
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Table A10. Percentage of Pounds Traded by Stock for Inter- and Intra-
Sector Trades by Method of Compensation  

Stock 

Fish for 
Fish 
Trade 

Monetary 
Trade 

No 
Compensation 

Unknown 
Compensation 

 Intra-Sector Trades 

GB Cod 28.23% 61.42% 0.86% 9.49% 
GOM Cod 10.69% 66.78% 6.87% 15.65% 
GB Haddock 1.61% 67.51% 0.01% 30.87% 
GOM 
Haddock 14.20% 53.91% 5.29% 26.60% 
GB Winter 3.01% 93.57% 0.03% 3.40% 
GOM Winter 16.01% 69.42% 4.89% 9.67% 
Witch 11.69% 46.57% 4.25% 37.49% 
CCGOM 
Yellowtail 18.43% 66.38% 2.33% 12.85% 
GB 
Yellowtail 21.55% 68.61% 0.06% 9.77% 
SNEMA 
Yellowtail 26.02% 59.23% 0.25% 14.50% 
Plaice 5.67% 45.69% 5.75% 42.90% 
White Hake 13.11% 48.47% 10.35% 28.07% 
Redfish 0.03% 49.36% 5.34% 45.27% 
Pollock 2.88% 61.53% 11.98% 23.60% 
Totals 6.73% 63.95% 3.40% 25.93% 

 Inter-Sector Trades 

GB Cod 9.84% 84.45% 5.71% 0.00% 
GOM Cod 17.32% 73.38% 9.30% 0.00% 
GB Haddock 0.28% 77.54% 19.65% 2.53% 
GOM 
Haddock 40.77% 54.30% 4.94% 0.00% 
GB Winter 1.34% 87.42% 11.23% 0.00% 
GOM Winter 2.40% 80.94% 16.66% 0.00% 
Witch 27.33% 65.42% 7.21% 0.03% 
CCGOM 
Yellowtail 13.88% 66.41% 18.15% 1.57% 
GB 
Yellowtail 6.29% 82.31% 11.40% 0.00% 
SNEMA 
Yellowtail 21.32% 74.53% 4.15% 0.00% 
Plaice 14.05% 73.27% 12.62% 0.06% 
White Hake 11.55% 83.68% 4.77% 0.00% 
Redfish 0.03% 93.37% 5.17% 1.43% 
Pollock 7.03% 88.26% 4.61% 0.10% 
Totals 9.71% 80.64% 9.07% 0.59% 
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Table A11. Estimated FY2010 Sea Days on Groundfish Trips for Vessels Included in Break-Even 
Analysis 

Vessel Category 

Total 
Groundfish 
Day Trips 

Total 
Groundfish 
Multi-Day 
Trips 

Days 
Absent on 
Groundfish 
Multi-Day 
Trips 

Average 
Trip 
Duration 
on Multi-
Day 
Groundfish 
Trips 

Total 
Estimated 
Sea Days 

Gillnet < 40 Feet 1,973 77 131 2.0 2,127

Gillnet >= 40 Feet 3,031 322 1,017 4.0 4,319

Longline < 40 feet 143 46 68 2.0 235

Longline >= 40 Feet 64 86 143 2.0 236

Trawl < 50 Feet 1,037 171 374 3.0 1,550

Trawl >= 50 and <=65 Feet 924 425 1,518 4.0 2,624

Trawl > 65 Feet 320 1753 9,979 6.0 10,838

Totals 7,492 2,880 13,229 5.0 21,929
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Appendix B. Ground-Truthing Results for Overhead Costs 

Table B1. Gillnet Fixed Cost Estimates (Interview Results)  

Fixed Costs 
Gillnet < 40 ft 

Range of Values 
Improvements/Investments 0 – 15,000 
Non-Crew labor services 0 
Association fees 0 – 100 
Hull/Vessel Insurance 2,500 – 8,000 
Interest Payments on Business Loans 1,000 – 13,000 
Mooring/Dockage fees 650 – 4,320 
Permit/Licensing fees 500 
Professional fees 800 – 4,700 
Repair and Maintenance 9,212 – 10,000 
Business Taxes N/A 
Business travel N/A 
Business vehicle 5,400 – 6,720 
Communication (cell phone/VMS) 1,000 – 1,440 
Haul Out Cost 1,137 – 3,000 
Safety Equipment 0 – 3,200 

 

Table B2. Trawl Fixed Cost Estimates (Interview Results)  

Fixed Costs 

Trawl 
< 50 ft 

Range of Values 
USD, $ 

Trawl 
> 50 ft and < 75 ft 
Range of Values 

USD, $ 

Trawl 
> 75 ft 

Range of Values 
USD, $ 

Improvements/Investments 4,900 – 15,000 700 – 25,000 18,000 – 100,000 
Non-Crew labor services 0 0 – 9,150 0 – 20,000 
Association fees 0 – 300 0 – 3,000 0 – 2,400 
Hull/Vessel Insurance 0 – 10,000 5,000 – 14,365 40,000 – 87,000 
Interest Payments on Business Loans 0 – 790 2,500 – 14,760.35 0 - 124,176 
Mooring/Dockage fees 2,000 – 13,500 1,000 – 7,000 1,500 – 17,000 
Permit/Licensing fees 410 – 750 450 – 500 500 – 2,000 
Professional fees 900 – 8,500 700 – 3,600 5,000 – 11,500 
Repair and Maintenance 2,000 – 3,500 400 – 33,656 16,000 – 50,000 
Business Taxes 0 – 7,500 344.13 – 12,753 500 – 1,100 
Business travel 0 – 500 0 – 1,500 1,500 – 14,000 
Business vehicle 3,600 – 4,000 0 – 7,800 0 – 4,000 
Communication (cell phone/VMS) 1,400 – 1,750 1,964.83 – 4,241 1,500 – 6,000 
Safety Equipment 600 – 3,600 336.45 – 1,800 500 - 2,000 
Haul Out Cost 3,600 – 6,000 2,500 – 22,929 2,500 – 10,000 
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Table B3. Longline Fixed Cost Estimates (Interview Results) 

Fixed Costs 
Longline 

Range of Values 
USD, $ 

Improvements/Investments 0 – 500 
Non-Crew labor services 0 
Association fees 250 - 940 
Hull/Vessel Insurance 3,000 – 3,900 
Interest Payments on Business Loans 0 
Mooring/Dockage fees 450 – 1,370 
Permit/Licensing fees 700 - 740 
Professional fees 0 - 700 
Repair and Maintenance 500 – 8,250 
Business Taxes 0 - 410 
Business travel 0 - 200 
Business vehicle 1,800 – 3,800 
Communication (cell phone/VMS) 1,470 – 1,700 
Safety Equipment  1,000 – 1,420 
Haul Out Cost 1,274 – 3,000 
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Appendix C.  Glossary of Terms  
 
Acceptable Biological Catch (ABC): a level of a stock or stock complex’s annual catch that 
accounts for the scientific uncertainty in the estimate of OFL and should be specified based on 
the ABC control rule. 
 
Accountability Measures (AMs): management controls that prevent ACLs or sector ACLs from 
being exceeded (in-season AMs), where possible, and correct or mitigate overages if the occur. 
 
Annual Catch Limit (ACL): the level of annual catch of a stock or stock complex that serves as 
the basis for invoking accountability measures. 
 
Annual Catch Target (ACT): an amount of annual catch of a stock or stock complex that is the 
management target of the fishery. A stock or stock complex’s ACT should usually be less than 
its ACL and results from the application of the ACT control rule. If sector ACL’s have been 
established each one should have a sector ACT. 
 
Fishing Year (FY): in the multispecies fishery the fishing year starts on May 1st and ends April 
31st. 
 
Optimum Yield (OY): The term "optimum", with respect to the yield from a fishery, means the 
amount of fish which -  

(A) will provide the greatest overall benefit to the Nation, particularly with respect to 
food production and recreational opportunities, and taking into account the protection of 
marine ecosystems; 
(B) is prescribed as such on the basis of the maximum sustainable yield from the fishery, 
as reduced by any relevant economic, social, or ecological factor; and 
(C) in the case of an overfished fishery, provides for rebuilding to a level consistent with 
producing the maximum sustainable yield in such fishery. 

 
"Overfishing" and “Overfished": a rate or level of fishing mortality that jeopardizes the 
capacity of a fishery to produce the maximum sustainable yield on a continuing basis. 
 
Overfishing Limit (OFL): the annual amount of catch that corresponds to the estimate of 
MFMT applied to a stock or stock complex’s abundance and is expressed in terms of numbers of 
weight of fish. 
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Executive Summary 
 
The Comparative Economic Survey and Analysis of Northeast Fishery Sector 10, a six 
month intensive effort conducted by the Massachusetts Division of Marine Fisheries in 
collaboration with UMass Dartmouth’s School for Marine Science and Technology, has 
concluded that severe economic losses have occurred in Sector 10, largely due to the 
difficult transition to catch shares. Between 2009 and 2010, the sector’s groundfish 
landings declined 61 percent and groundfish gross revenue declined by 52 percent. The 
Sector 10’s total revenue loss of $1,567,000 would have been significantly higher if not 
for a dramatic and unsustainable shift in effort by fishermen to non-groundfish species 
(lobster, dogfish, skate, etc). This shift in effort to non-groundfish species does not come 
without costs, and is likely to have negative conservation and management implications 
for other fisheries, as well as potential adverse economic impacts on the revenues of other 
non-groundfish fishermen.  
 
Economic impacts in Sector 10 become more severe when business performance is 
evaluated at the individual level and when revenues are compared with costs. Thirty 
percent of permit holders lost at least 80 percent of their net groundfish revenue, totaling 
$301,000.  Fifty-two percent lost at least half of their revenue as compared to 2009, 
totaling $667,000.  
 
The Massachusetts Division of Marine Fisheries also compared 2010 aggregate 
information for all sectors and the common pool that lost revenue versus sectors and the 
common pool that gained revenue based on groundfish trips alone.  This comparison 
showed total revenue was down approximately $11 million for 12 of 17 sectors and the 
common pool.  Although we do not have an extensive Sector 10-like analysis informed 
by the voluntary sharing of confidential business information to evaluate the entire 
fishery, it is clear that even the five sectors that had revenue gain in 2010 included many 
individual participants that lost groundfish revenue.   
 
Evaluating the true impacts of this sector management program throughout the 
groundfish fishery is complicated because not all sectors are homogenous.  We do, 
however, see evidence of a fisheries disaster caused by the transition to catch shares, with 
a disproportionate impact on small boat (30 – 50’) owners, which have been hampered by 
their limited range and limited access to quota. 
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Introduction 
 

The Massachusetts Division of Marine Fisheries (DMF), working closely with the 
membership and manager of Northeast Fishery Sector 10, has prepared these analyses of 
Sector 10 revenues and costs during the first full year of Northeast Multispecies 
(Groundfish) Amendment 16 implementation. The purpose of this report is to make a 
comparison to the previous fishing year when all costs and revenues occurred under a 
longstanding days-at-sea (DAS) federal fisheries management program vs. Amendment 
16’s first year under sector (catch share) management.  
 
This comparison was made possible by a DMF and SMAST Comparative Economic 
Survey (CES).  The CES was developed collaboratively with the Sector 10 manager and 
members in order to ensure that the questionnaire design would encourage a high level of 
response and that sector members would feel comfortable sharing the information.  This 
report provides more concrete data that serves to further strengthen Massachusetts 
Governor Deval Patrick’s request to the Secretary of Commerce in November, 2010 for a 
fishery disaster declaration. 
 
Statement of Problem 
 
A November 2010 report prepared by the Massachusetts Marine Fisheries Institute (MFI) 
projected serious impacts on a majority of groundfish fishermen in Massachusetts as a 
result of Amendment 16 (catch share) implementation. That report formed the basis of a 
request for a fisheries disaster declaration that Massachusetts Governor Deval Patrick 
forwarded to the Secretary of Commerce. The Commonwealth’s request was 
subsequently denied based on a NOAA Fisheries evaluation that showed no notable 
differences in total fishery revenue between FY2009 and FY2010.   
 
NOAA, recognizing its evaluation did not account for costs associated with the new 
management program or impacts caused to individuals as a result of the new allocation 
system, left open an opportunity for the Commonwealth to resubmit additional 
information to identify any fishermen and communities that may be in need of targeted 
assistance. As a case study, we choose to analyze the impact of the new fisheries 
management program on Sector 10.  

 
Background 
 
The New England Fishery Management Council’s (NEFMC) shift to hard quotas under 
sector management in fishing year (FY) 2010 fundamentally altered access to and 
operation of the groundfish fishery. The DAS program has been in place since 1994. 
Groundfish quotas under Magnuson-Stevens (except for quotas established through the 
2002 U.S./Canada Transboundary Resources Sharing Understanding for cod, haddock, 
and yellowtail flounder) were last used from 1977-1982.   
 
The sector management program allows groups of Northeast multispecies permit holders 
to “pool” their individual potential sector contributions (PSCs) thereby creating Annual 
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Catch Entitlements (ACEs) – sector allocations of groundfish stocks.   PSC allocations 
are based on fishermen’s catch histories from an 11-year period of 1996 – 2006.  Once in 
sectors, fishermen are allowed to retain their PSCs for their own use.  Northeast 
multispecies permit holders who do not join a sector fish in the "common pool" under 
individual allocations of DAS.  
 
With the implementation of Amendment 16, sectors may receive a transfer of additional 
ACE from other sectors to supplement their members' contributions, and members of the 
common pool may lease additional DAS from other common pool members to 
supplement their individual DAS allocations.  Members of sectors may also lease 
additional DAS from other members of sectors (but not from common pool vessels) for 
the purpose of fishing for monkfish and/or skates. 
 
Impending socioeconomic effects caused by Amendment 16 were not well understood or 
quantified before its implementation.  Nevertheless, fishermen anticipating hardships of a 
DAS program with hard quotas, reluctantly accepted the unknown risks of Amendment 
16 sector management with its allocation approach.  Now, after the first full year under 
Amendment 16 (May 2010 – April 2011), actual impacts are not yet fully understood, in 
part because what information has been collected suffers from confidentiality concerns 
preventing disclosure of individual situations.  
 
A NOAA Fisheries update on FY 2010 performance in the groundfish fishery (August 
2011 Report) has provided some preliminary information on revenue and landings, but it 
did not examine costs associated with joining a sector, vessel operating costs, effects of 
ACE trading, and changes in ownership patterns.   NOAA Fisheries released a 
subsequent report in October 2011 that more extensively analyzes ACE trading 
information and fishery performance. The report concludes that consolidation increased 
under catch share management thereby strengthening the Commonwealth’s assertion that 
targeted economic assistance is needed. 
 
Choice of Sector 10  
 
Approximately 400 permits remain active in the Northeast groundfish fishery.  Among a 
number of Massachusetts-based sectors adversely affected by Amendment 16, DMF 
considers Sector 10 (with a membership of 40 permits with 27 ownership entities) to be 
stressed. Its fishermen’s primary ports of landing – Scituate, Marshfield, Plymouth and 
Provincetown – suffer because vessels in this sector are smaller and have limited range.  
 
This sector is disadvantaged geographically because it is located adjacent to a number of 
federal fishing closure areas. These rolling closures were designed to reduce fishing in 
areas of groundfish highest catches. Consequently, small vessels fishing in-shore have 
reduced catch histories relative to larger vessels that were not impacted to the same 
degree by rolling closures (i.e., larger, multi-day trip vessels).  Acquiring a limited catch 
history because of rolling closure areas is not unique to Sector 10 vessels.  This impact 
was felt by many small vessels fishing from other Massachusetts ports. 
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Sector 10 Concerns  
 
The sector’s objection to Amendment 16 was clearly described by Sector President 
Edward Barrett and the Sector Board of Directors in a March 25, 2010 letter to NOAA 
Administrator Dr. Jane Lubchenco. Some of their concerns were: “(1) NMFS records of 
historic landings used to calculate individual catch shares are deeply flawed…leaving 
fishermen with insufficient allocation to sustain their businesses, and (2) economic 
pressure and uncertainty may lead to catastrophic consolidation and loss of traditional 
fisheries and fishing communities which have existed, literally for centuries throughout 
our region.”   
 
Sector Cooperation   
 
Recognizing the severe economic impacts of catch shares they have been experiencing, 
Sector 10 fishermen decided to share with DMF and SMAST what otherwise would be 
confidential information.  Sector data are considered confidential because a sector (even 
with three or more members) is a “person” according to NMFS’ interpretation of the 
Magnuson-Stevens Act definition of a “person.” This oddity dramatically restricts 
Council and state and federal fisheries managers’ access to and dissemination of vital 
information needed to evaluate the health of sectors and the impact of Amendment 16.  It 
impedes the manner in which this information may be publicly discussed and released. In 
order to help substantiate the economic loss they have experienced, however, Sector 10 
fishermen have allowed a first-hand and close look into their cost and revenue 
information.  However, some of that information cannot be presented due to 
confidentiality concerns. 
 

Approach and Methodology 
 

This analysis assesses the impacts of the first year of sector management on Sector 10 in 
a variety of ways.  The tables describe and compare the costs and revenues for Sector 10 
for fishing years 2009 and 2010.  For the purposes of this comparison, only permits that 
were 2010 members of Sector 10 were considered.  Every attempt was made to utilize the 
most accurate and comprehensive data available in consultation with Sector 10 
leadership. 
 
Analysis focused on revenue performance at (1) the Sector level, which assessed 
profitability of Sector 10 as a single entity, (2) at the permit level, which assessed each 
permit independently, and (3) at the ownership level.  It is important to consider 
profitability at the ownership level because single individuals can own multiple permits, 
therefore their cost/revenue structures are likely different from those only owning a single 
permit. 
 
Landings, effort, revenue, leasing and cost data were analyzed at the permit level to 
estimate net revenue performance of each permit in Sector 10.  Final results of the 
individual permit analysis were grouped according to permit holder to define their overall 
economic performance. 
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The analysis used each permit’s landings, revenue and effort information as recorded in 
the NMFS NERO Sector Monitoring Database.  Cost data (trip and fixed) were not 
available for each permit, thus to account for each permit’s unique cost structure, profiles 
according to vessel length and gear type combinations were used to estimate these costs.   
 
Cost profiles estimated fixed and trip costs for each permit.  They were then deducted 
from overall revenue to arrive at a net revenue estimate for each permit.  Also included in 
this analysis were: DAS and ACE leasing costs and revenues; marketing costs; and sector 
administration costs. 
 
Estimating Loss of Groundfish Revenue for all Sectors and Common Pool 
 
In addition to the in-depth Sector 10 Analysis, a comparison of the change in groundfish 
net revenue between 2009 and 2010 was done for all of the Massachusetts’ based 17 
individual sectors, including the common pool (treated as a single entity).  This analysis 
was not constrained to the state of Massachusetts due to some sector membership and 
landings spanning multiple states. 
  
The groundfish net revenue comparison accounted for estimated 2009 and 2010 
DAS/ACE leasing revenues/costs for each sector (and common pool).  Groundfish gross 
revenues for each sector and the common pool were adjusted according to their net 
leasing position in 2009 and 2010 (annual revenue gain or loss due to leasing). 
 
The difference between 2009 and 2010 groundfish net revenue for each sector and the 
common pool was calculated to identify sectors that lost or gained groundfish net 
revenue.  Losses for all sectors (and common pool) that lost revenue in 2010 were 
summed to estimate the magnitude of combined losses. Conversely, the gains for all 
sectors that gained revenue in 2010 were summed to estimate the magnitude of combined 
gains.  
 
Refer to Appendix I for a full description of the data and methods used. 
 

Results 
 

Landings and Revenues 
 
Sector 10 aggregate groundfish landings declined 61 percent from 2,026,900 lbs. in 
fishing year 2009 (DAS management) to 784,300 lbs. in 2010. Groundfish gross revenue 
decreased 52 percent from $2,996,800 to $1,430,000 [Table 1].  
 
Net revenue from groundfish trips (including both groundfish and non-groundfish caught 
of those groundfish trips) also declined 52 percent (from $1,243,000 to $596,000) [Tables 
1 and 2].  Decrease in groundfish revenue appeared consistent with a 62 percent decrease 
in groundfish trips from 1,861 trips in 2009 to 714 trips in 2010 [Table 3]. 
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When non-groundfish from all trips is included in Sector 10 landings and value, the 
importance of other species to Sector 10 becomes obvious.  Non-groundfish pounds rose 
slightly from 1,637,500 lbs. (2009) to 1,770,900 lbs. (2010) [Table 1], yet they comprised 
54 percent of total landings in 2009 and jumped to 70 percent of total landings in 2010.  
 
Net revenue for all trips (groundfish and non-groundfish) decreased from $1,509,500 in 
2009 to $1,104,700 in 2010 (includes all revenues, trip costs, lease costs, and fixed costs).  
This was a decrease of $404,800 (27 percent).  Non-groundfish trips increased by 43 
percent (754 to 1,076 trips) [Table 3] which contributed to a non-groundfish gross 
revenue increase of 22 percent resulting from the Sector’s non-groundfish landings in 
2010 (1,770,900 lbs.).  Non-groundfish landings and revenue increases were primarily 
from catches of spiny dogfish with smaller yet substantial amounts of summer flounder, 
Loligo squid, whelk, and lobster.  
 
ACE Leasing    
 
Groundfish quota moved both in and out of Sector 10 during FY 2010 through leasing. 
The sector leased 297,967 lbs. to other sectors, and leased 332,736 lbs. from other 
sectors, for a net balance of 34,769 lbs. leased in.  Sector 10’s net revenue gain from 
leasing was less than $3,000. 
 
A significant portion of Sector 10 ACE was neither landed nor leased out.  The 1,098,637 
lbs. not used was worth $1,235,600 in landed value (based on prices Sector 10 members 
received for their fish in FY 2010) or $269,100 in leased value. Most of the unused ACE 
was pollock (471,000 lbs.), Western Georges Bank haddock (158,400 lbs.), Eastern 
Georges Bank haddock (74,700 lbs.), plaice (85,200 lbs.), redfish (85,300 lbs.), and Gulf 
of Maine cod (108,800 lbs.). 
 
Various factors, such as seasonal availability of species, weather conditions, mid-year 
adjustments to ACLs, “choke” species, and the first-year learning curve for sector 
management and operation, likely contributed to the sector’s under-performance in using 
its ACE. Additionally, some sector members who initially were predisposed to continue 
their fishing businesses, lacked proper understanding of how NOAA would apply bycatch 
discards to ACE balances and were uncertain about sector rules, causing them to delay 
trading (or fishing) activity until it was too late in the season for transactions to be carried 
out. 
 
Crew  
 
Sector 10 experienced a 22 percent decrease in crew members employed from 28 crew 
member in 2009 compared to 22 in 2010.  Total crew pay decreased from $738,200 to 
$495,700, representing a 33 percent decrease.  Mean pay decreased from $26,365 to 
$22,530 [Table 4]. 
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Individual Economic Performance 1 
 
Of all the permit holders (single and multiple permits), 21 out of 27 were above break-
even in 2009 and 2010 [Table 5].  This was due to reliance on non-groundfish species in 
both years (pre- and post-Amendment 16 implementation).  However, over 70 percent of 
these permit holders still saw a decline in net revenue (groundfish and non-groundfish) 
from 2009 to 2010. In some cases net revenue from groundfish trips alone declined 
dramatically: 

 5 permit holders lost 90% or more; 
 5 permit holders lost 70 – 90%; and 
 4 permit holders lost 50 – 70%. 

 
Thirty percent (30%) of permit holders experienced an 80% reduction in net groundfish 
revenue equal to $301,000 (31% of total revenue).  Thirty-seven percent (37%) of permit 
holders experienced a 70% reduction in net groundfish revenue equal to $519,000 (42% 
of total revenue).  Forty-four percent (44%) of permit holders experienced a 60% 
reduction in net groundfish revenue equal to $592,000 (48% of total revenue).  Fifty-two 
percent (52%) of permit holders experienced a 50% reduction in net groundfish revenue 
equal to $667,000 (54% of total revenue).  
 
Permit holders below the Massachusetts per capita income increased from 59% in 2009 
to 81% in 2010 [Table 5]. 
 
Estimating Loss of Groundfish Revenue for all Sectors and Common Pool  
 
All 17 sectors and the common pool were examined to determine gains and losses in 
groundfish revenue between 2009 and 2010 [Table 6]. Aggregate losses of groundfish 
revenue total $10,888,000 for 12 sectors and the common pool [Table 7]. The remaining 
five sectors showed a revenue gain of $9,066,000.  
 

Conclusions 
 

We conclude this report demonstrates that severe adverse impacts have occurred to 
segments of the Massachusetts groundfish fishery due to the implementation of 
Amendment 16.  Our in-depth analysis of Sector 10 clearly shows the significant loss of 
groundfish catch and revenues under Amendment 16.  Our conclusions are supported by 
additional NOAA data and the Sector 10 Annual Report provided to NMFS.  
 
Sector 10 landings and gross revenues for all fish on groundfish trips showed a 
precipitous decline. Groundfish landings dropped from 2,026,900 pounds in fishing year 
2009 (DAS management) to 784,300 pounds in 2010 (61 percent decrease).  Net revenue 
loss for groundfish trips was 52 percent ($1,243,000 down to $596,000). A 52 percent 
drop in net groundfish revenue for the Sector overall is significant, but drops in net 
groundfish revenue for individual groups of fishermen within the Sector go even deeper.  

                                                 
1 Data to support individual economic performance is confidential and cannot be tabulated in this report.  
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Approximately one third of Sector 10 permit holders experienced a drop in net 
groundfish revenue of 80 percent these losses totaled about $301,000, equal to 31 percent 
of the Sector’s total net groundfish revenue.  Fifty-two percent (52%) of permit holders 
experienced a 50 percent reduction in net groundfish revenue equal to $667,000 (54 
percent of total revenue).  Sector 10’s revenue losses in 2010 are additionally supported 
by the number of its permit holders below the Massachusetts per capita average income 
that increased from 59 percent in 2009 to 81 percent in 2010 [Table 5].  
 
Sector 10 attempted to offset loss in groundfish revenue by increasing its reliance on non-
groundfish in FY 2010.  Non-groundfish landings increased from 1,637,500 lbs. to 
1,770,900 lbs., and revenue increased by about $400,000 (from $1,814,800 to 
$2,207,000).  Notably, in 2009 non-groundfish comprised 54 percent of total landings.  In 
2010 it jumped to 70 percent of total landings. Non-groundfish trips increased by 43 
percent (754 to 1,076 trips) from 2009 to 2010 and groundfish trips decreased 62 percent 
from 1,861 trips in 2009 to 714 in 2010. Despite the 43 percent increase in non-
groundfish trips, net revenue for all trips (groundfish and non-groundfish) decreased from 
2009 to 2010 by 26 percent.  
 
We believe fishermen attempted to compensate for the NEFMC’s decision not to use 
recent years of catch history and exclude factors other than catch history in allocating 
groundfish. Redirection to non-groundfish species enabled the majority of Sector 10 
permit holders to be above break even in 2010, but masked a dramatic loss of revenue 
from groundfish.  Non-groundfish landings and revenue increases were primarily from 
catches of spiny dogfish with smaller yet substantial amounts of summer flounder, Loligo 
squid, whelk, and lobster. 
 
Redirection of fishing effort into non-groundfish fisheries likely will have serious 
implications for fishing mortality increases that require further evaluation by the 
NEFMC, Mid-Atlantic Fishery Management Council (MAFMC), and the Atlantic States 
Marine Fisheries Commission (ASMFC).  Further evaluation of effort shifts into other 
fisheries is particularly important for the NEFMC since the Council has established a 
Sector Policy regarding mortality controls aimed at minimizing the potential for mortality 
increases in non-sector fisheries.  
 
Both the MAFMC and ASMFC should consider these effort shifts as possible detriments 
to achieving the desired conservation benefits from their previously established 
management programs. Expanded effort into non-groundfish fisheries also will have 
unintended consequences for non-sector participants who have traditionally fished in 
those fisheries.   
 
There was no significant gain in Sector 10’s net revenue from inter-sector ACE leasing 
this year.  It’s not clear why ACE leasing did not have more widespread benefits, but it’s 
likely that some unfamiliar elements about Amendment 16 administrative procedures and 
newly developing sector management practices hampered the timing of transactions and 
fishermen’s decisions about fishing. 
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This report found that negative impacts were not limited strictly to permit holders. The 
number of crew members employed by Sector 10 permit holders declined by 22 percent. 
Sector 10 average crew income also decreased slightly, in contrast to a widely held belief 
that catch shares result in fewer crew jobs but with higher pay. This finding substantiates 
claims that Amendment 16 has had an adverse impact on crew. 
 
Although a detailed analysis of the economic consequences of Sector 10 having to 
assume at-sea monitoring costs beginning in 2012 (May 1) was not done, some simple 
calculations are instructive.  Assuming the same effort levels in FY 2010, we estimated 
the Sector’s costs will be about $153,090 in 2012 (based on industry responsibility for 
30% observer coverage).  If increased observer coverage eventually is required to provide 
greater accountability for the groundfish fleet now having few restrictions, the sector’s 
cost would rise. We conclude that Sector 10’s current earnings cannot support monitoring 
costs. 
  
This Sector 10 analysis was performed to estimate the impacts of Amendment 16 on this 
sector. Assuredly, similar negative impacts exist elsewhere and possibly are widespread. 
Presumably, many fishermen throughout the Commonwealth, similar to those in Sector 
10, bought permits that became virtually worthless under sector management (little catch 
history, but plenty of DAS) and experienced a difficult first year adjusting their business 
plans. While impacts across sectors and permit holders are not homogenous, we believe 
this analysis can be used to estimate negative impacts from catch share management 
across the Massachusetts multispecies fishery. 
 
Our analysis of lost groundfish revenue in 2010 for 12 sectors and the common pool is 
nearly $11 million. The remaining five sectors gained about $9 million in 2010; we 
conclude, however, that some individual participants (ownership entities) within these 
five sectors also lost groundfish revenue.  
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Tables 
 
Table 1.  Aggregate Sector 10 Gross Landings and Revenue Performance   

         

   2009  2010  FY09 ‐ FY10 Difference  FY09 ‐ FY10 % Change 
Total Permits  40 40 0 0%

Active Permits  31 25 6 ‐19%

Total Permit Holders  27 27 0 0%

Active Permit Holders  25 24 1 ‐4%

NEFS 10 Groundfish Pounds  2,026,901 784,339 ‐1,242,562 ‐61%

NEFS 10 Non‐Groundfish Pounds  1,637,479 1,770,928 133,449 8%

NEFS 10 Total Pounds  3,560,339 2,529,328 ‐1,031,011 ‐29%

NEFS 10 Groundfish Revenue  $2,996,761 $1,430,026 ‐1,566,735 ‐52%

NEFS 10 Non‐Groundfish Revenue  $1,814,833 $2,207,061 392,228 22%

NEFS 10 Total Revenue  $4,811,594 $3,637,087 ‐1,174,507 ‐24%

Source: DMF/SMAST/NMFS Break Even Analysis         

¹All pounds are landed (dressed) pounds, NOT live pounds       

²Only Includes landed lbs. and gross revenue from landings, excludes all expenses     

 
 
 
 
Table 2.  Sector 10 Estimated Net Revenue Performance       

           

  2009  2010  FY09 ‐ FY10 
Difference 

FY09 ‐ FY10 % 
Change   

All Trips¹ (Groundfish and Non‐Groundfish)  $1,509,496 $1,104,678 ‐$404,818  ‐27%  

Groundfish Trips²  $1,242,950 $595,994 ‐$646,955  ‐52%  

Source: DMF/SMAST/NMFS Break Even Analysis & NEFS 10           

¹Evaluates entire business performance, including all revenues, trip costs, lease costs and fixed costs.     

²Only evaluates revenues and costs associated with Groundfish trips, prorates fixed costs according to proportion of overall revenue from Groundfish 
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Table 3.  Sector 10 Trip Effort (all trips)     

     

   2009  2010 
Groundfish Trips  1,861  714 

Non‐Groundfish Trips  754  1,076 

Total Trips  2,615  1,790 

Source: DMF/SMAST/NMFS Break Even Analysis      

¹Evaluates all trips     

 
 
 
 
Table 4.  Sector 10 Crew Employment (all trips)     

       

   2009  2010   

Total Crew  28 22  

Estimated Total Crew Pay  $738,222 $495,670  

Mean Crew Pay  $26,365 $22,530  

Source: and DMF/SMAST/NMFS Break Even Analysis       

¹Evaluates all trips       

²Crew equal to sum of median crew members (minus captain) each active permit reported on VTRs for all trips 

3
Crew pay based on 18% crew share of revenue after all trip and leasing costs   

 
 
 
 
Table 5.  Sector 10 Total Net Revenue (all trips) by Permit Holder   

       

   2009  2010   

Total Permit Holders  27 27  

Permit Holders Above Break Even  21 21  

Permit Holders Above MA Per Capita Income  11 5  

Permit Holders Median Income  $44,681 $27,386  

Permit Holders Mean Income  $55,066 $40,072  

Source:  US Census & US Bureau of Economic Analysis and DMF/SMAST/NMFS Break Even Analysis  

¹2009 MA Per Capita Income:  $49,816       

²2010 MA Per Capita Income:  $51,302       

³Due to unidentified ACE leasing revenues in 2010 of $22,726, individual net revenue analysis omits this income 
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Table 6.  List of 2010 Sectors/Common Pool Included in Analysis 
 

Common Pool 

Georges Bank Fixed Gear Sector 

Northeast Coastal Communities Sector 

Northeast Fishery Sector 2 

Northeast Fishery Sector 3 

Northeast Fishery Sector 4 

Northeast Fishery Sector 5 

Northeast Fishery Sector 6 

Northeast Fishery Sector 7 

Northeast Fishery Sector 8 
Northeast Fishery Sector 9 
Northeast Fishery Sector 10 
Northeast Fishery Sector 11 
Northeast Fishery Sector 12 
Northeast Fishery Sector 13 

Port Clyde Community Groundfish Sector 

Sustainable Harvest Sector 1 

Tri‐State Sector 

 
 
 
 
Table 7.  Sector/Common Pool Groundfish Revenue Differences, FY2009 ‐ FY2010 
     

  Loss/Gain Count
Total Loss from Sectors/Common Pool who Lost Revenue  ‐$10,888,123 13

Total Gain from Sectors who Gained Revenue  $9,066,059 5

Aggregate Sector/Common Pool Revenue Difference, FY09‐10  ‐$1,822,063 18

SOURCE:  NMFS NERO "Plan B" Database, NMFS DAS Leasing Database, NMFS ACE Leasing Database 
1Revenue from Groundfish Species ONLY     
2Includes Common Pool and Sector Permits from all states     
3Accounts for DAS/ACE Leasing Revenue/Costs     
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Appendix I 
 

I.  Data Sources 
 
The Sector 10 analysis required integrating data across an array of sources.  The majority 
of these data were available from existing federal fisheries data collection programs, 
while others needed to be collected directly from Sector 10.  Without exceptional 
cooperation and data sharing from both the National Marine Fisheries Service (NMFS) 
and Sector 10 this analysis would not have been possible.  The Sector 10 analysis 
incorporated data from the following sources: 
 

 MADMF/MFI Comparative Economic Survey (CES) 
 Sector 10 Sector Manager Annual Report 
 DMF/SMAST/NMFS Break Even Analysis Dataset (BEA) 

o NMFS NERO Sector Monitoring Database 
o Northeast Fisheries Observer Program (NEFOP) 

 NMFS Days-at-Sea (DAS) Leasing Database 
 Personal Correspondence: 

o Jim Reardon, Sector 10 Sector Manager 
o Meeting with Sector 10 Board of Directors 

 SAFIS Dealer Reports 
 
Comparative Economic Survey (CES): 
In order to fill gaps in existing data required to assess the economic health of Sector 10, 
the Massachusetts Division of Marine Fisheries (MarineFisheries) and the University of 
Massachusetts School for Marine Science and Technology (SMAST) conducted a 
Comparative Economic Survey (CES) for fishing years 2009 and 2010.  Sector 10’s 
Sector Manager distributed surveys to all members of Sector 10, who filled them out and 
returned them to DMF staff for data entry and analysis.  These surveys aided 
understanding of Sector 10’s costs and revenues in the 2009 and 2010 fishing years.  
Specifically, these data increased the precision of fixed and trip cost estimates for each 
permit.  They also provided invaluable qualitative information describing the unique 
position of each Sector 10 member. 
 
Sector 10 Annual Report Data Provided by Sector Manager:  
The sector manager, Jim Reardon, provided data from the sector’s year-end report.  Data 
used from this report included inter-sector trades, intra-sector trades, and calculated ACE 
harvested by species stock.  These data were crucial for estimating ACE leasing costs and 
revenues borne by individual permit holders because they described intra-sector trades 
between Sector 10 members in addition to inter-sector trades Sector 10 made with other 
Sectors.  These data facilitated the construction of estimated annual net leasing positions 
per permit.  The difference in value between ACE leased out and ACE leased in by 
permit holders determined their overall net leasing position.  Without these data, a 
comprehensive review of leasing for Sector 10 would not have been possible. 
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Sector 10 (Board of Directors): 
Due to the collaborative nature of this analysis, DMF consulted Sector 10 board members 
on numerous occasions to verify analytical methods.  Specifically, Sector 10 board 
members provided all ACE leasing price data used for ACE leasing calculations, verified 
fixed and trip cost estimates, verified estimated DAS leasing costs, and specified the 
appropriate crew lay system. 
 
Effort, Landings and Revenue Base Data 
The Sector 10 analysis used data generated from DMF/SMAST/NMFS’s Break Even 
Analysis (BEA) to determine baseline landings, revenue and effort data for each active 
permit in Sector 10.  These data were generated from the NMFS NERO Sector 
Monitoring Database which was also the source for the “Report for Fishing Year 2010 on 
the Performance of the Northeast Multispecies (Groundfish) Fishery (May 2010 – April 
2011)”.  In contrast to the BEA, this analysis included all Sector 10 permits regardless of 
their gear type, groundfish landings, and/or permit transfers.  The data included each 
Sector 10 permit holder’s FY2009 and FY2010 landings and revenue separated by trip 
type (groundfish or non-groundfish).  Effort data included their number of trips taken by 
trip type (groundfish and non-groundfish) and the number of days absent.   
 
All vessels listed in Sector 10’s FY2010 Operating Plan Roster were included in the 
analysis, including inactive vessels. Inactive vessels received zero values for all effort, 
landings and revenue fields in the base dataset. The majority of these vessels were either 
skiffs (<20 ft) or had been inactive for longer than five years. It is important to include 
these permits in the overall analysis because they can still have costs associated with 
them via ongoing maintenance of an inactive vessel or conversely they can potentially 
produce revenue by leasing either DAS or ACE. 
 
II.  Methodology 
  
Vessel Categories 
The lack of individual fixed and trip cost data specific to each permit required assigning 
each permit to a vessel category.  Assigning each permit into a vessel category facilitated 
the application of fixed and trip costs, which were organized into profiles specific to each 
vessel category.  These vessel categories were pivotal for estimating costs for both active 
and inactive permits. The BEA defined these categories according to primary gear type 
each permit used to land groundfish and the length of the vessel. 
 
Sector 10 vessel categories:  

 Gillnet vessels less than 40 ft. 
 Gillnet vessels greater than or equal to 40 ft. 
 Longline vessels less than 40 ft. 
 Otter trawlers less than 50 ft. 
 Otter trawlers between 50 and 65 ft. 

 
Some Sector 10 vessels did not fit perfectly into the above categories due to their 
reported gear types.  DMF staff assigned these vessels to the categories above by 
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consulting the gear types they reported using on both their VTR reports and the CES.  All 
situations were resolved by applying this method.  Generally, most of these vessels were 
lobster vessels who had cost structures similar to the Longline < 40 ft. category. 
 
Cost Estimates 
Costs were broken into four primary categories: (1) trip costs, (2) fixed costs, (3) sector 
costs, and (4) marketing costs.  Trip costs include all costs associated with fishing 
operations; fixed costs include all overhead expenses; and sector costs include all sector 
administrative costs.  DAS and ACE leasing were treated differently because they 
represent potential cost or revenue; leasing costs and revenues are further explained later 
in the report.   
 
Trip Costs 
Trip costs were estimated by pairing each permit’s effort statistics with a trip cost profile.  
The BEA developed these cost profiles from NEFOP data collected during observer 
deployments.  Profiles were developed for FY2009 and FY2010 for each vessel category 
described above.  These cost profiles estimated the total cost of either day trip or multi-
day trips depending upon the mode of fishing.  They estimated the cost of ice, fuel, bait, 
food, and miscellaneous supplies incurred during an average fishing-day for each vessel 
category.  Thus, the final trip cost estimate for each permit was dependent upon its gear 
and vessel length combination, the number of trips made, trip duration, and number of 
crew. 
 
Fixed Costs 
DMF staff used CES data to generate fixed cost profiles according to each vessel 
category.  Sector 10 membership expressed distrust of global fixed cost data used in the 
larger BEA because they felt the data were inaccurate.  Thus, the decision was made to 
use CES fixed cost data wherever possible.  The sample size for the CES fixed costs was 
much smaller than the global estimates made used in the BEA.  However, after reviewing 
the CES fixed cost estimates, Sector 10 board members felt the CES fixed costs were 
more reflective of their situation.  Due to the low sample size of the CES, certain vessel 
categories’ fixed costs needed to be estimated.  Linear regression of the global fixed costs 
used in the BEA provided these estimates.  This approximated the rate of change of fixed 
costs between vessel sizes within the same gear category.  These rates were then applied 
to known CES fixed costs to estimate fixed costs for vessel categories not represented in 
the CES.  Fixed costs were also applied to inactive permits whose vessel length were 
greater than 20 ft and were commercially active between 2006 and 2010.  However, since 
these inactive vessels likely incurred fewer fixed expenses than active vessels, fixed cost 
estimates for these vessels were reduced by 15%. 
 
Fixed costs included: improvements and investments; haul out costs; repair and 
maintenance; moorage and docking fees; professional fees; non-crew labor; association 
fees (minus Sector fees); communication; business travel; business vehicle; hull and 
vessel insurance; interest payments on business loans; permit and licensing fees; business 
taxes; and safety equipment. 
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Sector Costs 
DMF staff estimated sector costs by using information supplied in the CES and from 
correspondence with Sector 10 board members.  Consensus was reached on a fixed 
$2500.00 fee for each active sector member (those with landings in FY2010) and a $0.04 
surcharge on all landed pounds of groundfish or ACE leased out of Sector 10.  All costs 
except for the $0.04/landed groundfish lbs. surcharge were borne solely by the permit 
holder and not shared by the crew.  
 
Marketing Costs 
Marketing costs include trucking and/or auction fees associated with the transportation 
and sale of fish/shellfish (all species).  The CES and Sector 10 board members supplied 
auction fee data, with a consensus on applying a $0.04/lbs. charge to all landed pounds 
(groundfish and non-groundfish species).   
 
Trucking costs were more variable depending upon the location of landings.  Generally, 
landings outside of major ports had to be trucked to dealers in major ports.  The CES and 
Sector 10 board members indicated a $0.10/lbs. charge on all trucked species.  No clear, 
quantitative method could be determined from the CES or Sector 10 board member 
consultation on how to apply trucking costs.  Thus, each permit’s landings were separated 
by port of landing and a $0.10/lbs. charge was applied to all landings occurring outside of 
Boston, Chatham, Gloucester, Nantucket, Point Judith, and/or Provincetown. 
 
DAS and ACE Leasing 
DAS and ACE leasing were treated similarly in this analysis because both represent 
either potential revenue or costs depending if they are leased in or leased out by the 
permit.  When leased in, these leasing costs were both considered a cost of fishing and 
were treated as such with regards to proportions of the expense paid by crew and permit 
owners.  When leased out, these leasing revenues were considered direct revenue for each 
permit owner.  Thus, if a permit were a net lessee, this cost would be distributed between 
the owner and the crew according to that permit’s lay system.  If a permit was a net 
lessor, all revenues go directly to the permit owner with none distributed to the crew. 
 
DMF staff estimated net DAS leasing value by querying the total DAS leased in and 
DAS leased out by permit.  The average cost per DAS leased in and leased out was 
provided in the CES.  This provided an estimated value for DAS leased in and DAS 
leased out.  The net of these values provided the final estimated DAS leasing position for 
each permit. 
 
DMF staff estimated net ACE leasing value by apportioning the amount of ACE (pounds) 
by species stock that each permit leased in and leased out.  The average price paid for 
each unit of ACE by species stock in Sector 10 was multiplied by the amount of ACE 
each permit leased in or leased out to estimate a value for each transaction type (leased in 
or out).  The net of these values was used to estimate the final ACE leasing position of 
each permit.  Currently, no standard data collection infrastructure exists for permit level 
ACE transaction data, thus these data were obtained from the Sector 10 Manager. 
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Analysis at the permit level presumes that each transaction of ACE or DAS incurred a 
cost or revenue, and that no ACE or DAS were freely traded (no charge).  This method is 
not perfect and likely does not capture the true net positions of individuals who traded 
ACE/DAS for no charge between permits that they own.  Grouping permits by permit 
holder should minimize this effect assuming that individuals traded DAS/ACE between 
their permits free of charge.  By grouping the permits at the ownership level, leasing 
costs from certain permits are offset by revenues from other permits within the permit 
holder.  Unfortunately, these dynamics must be assumed due to the structure of the 
leasing data and the lack of specific values for each transaction. 
 
Crew Lay System 
Sector 10 is composed primarily of owner-operator fishing businesses and therefore 
utilizes a fundamentally different crew lay system than larger fishing businesses that 
employ both captain and crew.  After consultation with the CES and Sector 10 board 
members, an average crew share of 18% per employed crew member was established.  
This value was multiplied by the median number of employed crew (total crew – captain) 
per permit to estimate the total proportion of trip revenue and costs to apply to the permit 
owner and the crew.  All trip costs were assumed to “come off the top”, and the crew 
received their crew share of vessel revenue after trip costs.  In addition to sharing all 
operational costs of fishing, crew members were responsible for sharing: DAS/ACE 
leasing, auction, trucking, and variable sector administration expenses.  


