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Abstract

The paper questions the usefulness of fisheries economics, following some  statements that express the uselessness of business economics 
 in a leading Dutch journal on this discipline. These statements are:

· The contribution to practice is very limited. Solutions are implemented in practice without consulting theories;

· Theoretical assumptions use to be far from practice. Expressing utilities in monetary values will only partly explain the behaviour of entrepreneurs. 

· Theoretical outcomes are self-evident or only explain in retrospect rationality of business decisions.

· Theories only need to satisfy our need for knowledge and are as such a kind of ‘l’art pour l’art’.

The paper applies these four observations to fisheries economics and gives some examples in this discipline. 

In a more positive way the specific contribution of fisheries economics to fisheries management and to business practice is investigated. Finally, some recommendations are formulated.
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I recently read an article in a leading Dutch business economics journal under the title: ‘Business economics as useless science’, Gelderman  (2000), The author states that business economics seems useless as discipline, which he bases on several arguments. Since these arguments are relevant for science in general it is worthwhile to investigate whether they also apply for fisheries economics. This paper follows the main  arguments from the quoted business economics journal and considers their relevancy for fisheries economics. Finally conclusions are drawn and recommendations are given.

The arguments of Gelderman which question the usefulness of business economics are:

· The contribution to practice is very limited. Solutions are implemented without consulting theories.

· Theoretical assumptions use to be far from practice. Expressing utilities in monetary values will only partly explain the behaviour of entrepreneurs.

· Theoretical outcomes are self evident or only explain in retrospect rationality of business decisions.

· Theories only need to satisfy our need for knowledge and are as such a kind of ‘l’art pour l’art’.

The relevancy of these four arguments will be considered in the following part of this paper.

The contribution to practice is very limited

The aforementioned Gelderman states that new developments in the scientific as well as in the field of business practice, do not emerge from the work of  researchers but from practice. Examples of this in the field of business economics are ‘activity based costing’ and several other management accounting techniques. 

What about the contribution of fisheries economics to the practice of fisheries management in the public and private field? Is this also limited?

From my personal experience I can mention a number of clear contributions to the (Dutch) fishing practice:

· The LEI costs and earnings database has provided useful information to underpin financial measures on behalf of the Dutch fishing sector. This was for example the case in 1973, after the first oil crisis, when the national government implemented a temporal subsidy for fuel cost. This cost and earnings database has also been useful to get more insight in the effects on the profitability of vessels from major recent developments such as the dramatic rise of the oil price in 1999/2000 and the cod recovery plan.

· LEI has developed some models in the past which have helped fisheries managers to get more insight in the possible effects of different management options. This includes an analytical model to predict the scope of the fleet capacity that would apply for decommissioning, developed in 1988. Some four years later it appeared that the model has predicted the scope of decommissioning very well. A bio-economic simulation model for plaice, developed in 1994/95, has also been useful for policy makers to explore effects of different management options. Concrete questions from them could be answered adequately by running this model.

· The usefulness of fisheries economics for the fishing industry has been underlined by D.J.Langstraat, Chairman of the Dutch Fish Board, in his paper to the 1998 EAFE meeting in The Hague. Furthermore personnel impressions have convinced me also that the applied fisheries economics research in The Netherlands is not useless. I saw in 1987 that the minister of Agriculture and Fisheries showed in the Parliament a LEI report to support his new policy for severe enforcement and decommissioning of the cutter fleet. However, I must admit that his policy did not succeed within the time limits he had foreseen and as a consequence he had to resign a few years later. There are other impressions that our reports do not arrive in drawers but lie on desks of policy makers.

From the international viewpoint there is also evidence of usefulness of fisheries economics. Individual transferable quota (ITQs) have been implemented in Iceland and New Zealand after consulting fisheries economics ‘wisdom’. The Public Hearings of the European Parliament in 1996 have demonstrated that the outcomes of fisheries economics research are relevant for policy makers and currently the Commission’s Green Paper includes knowledge from fisheries economics to underpin the new Common Fisheries Policy.

On the other side some observations in the aforementioned article ‘Business economics as useless science’ also apply for fisheries economics. In the Dutch fishing practice there have been cases that solutions have been implemented in practice without consulting fisheries economics wisdom. Examples of this are:

· The introduction of Individual Quota in the Dutch cutter fishery in 1976 and the subsequent measures for the introduction of ITQs for all quota species. These measures have mainly been induced by developments of quota trading in the fishing industry.

· Investment decisions of the entrepreneurs. Several investment waves occurred in the seventies and eighties that could not or hardly be explained by the economic results. LEI practised sound methods for profit calculation for annual reports on profitability of fishing vessels, which included replacement value as a basis for depreciation, real interest cost on the full capital, an imputed amount for labour cost of the skipper owner etc. For a number of years high investments in new vessels occurred in a situation in which this calculation method led to negative results. Hence, practice went his own way with those investments, which were impossible from ‘theoretical’ viewpoint.

Concluding it can be said that, in particular for the Dutch situation, the contribution of fisheries economics to practice has not been very limited. Observations of uselessness as in the article of Gelderman with respect to business economics do not fully apply for fisheries economics. This will also have to deal with the circumstance that in The Netherlands fisheries economics is applied research. 

I hope that this brief investigation of the contribution of fisheries economics to practice challenges the reader to consider this subject for his of her own research field.

Theoretical assumptions use to be far from practice

The assumption of rational behaviour of the economic actors, of maximising utility, is still a major assumption in current economic theories. Gelderman states that this leads to a theory that resembles a miniature railway, a reality that only exists in the working room of the researcher. People do not always behave rationally and moreover, it is impossible for them to behave purely in that way. This is because there is no unlimited capacity to make use of information and to make decisions. Human brains have clear limitations, as Gelderman emphasises. David Symes (1998) has also pointed on the narrowness of economic analyses and he has stressed the need for co-operation of different social sciences. 

A very prominent economist, Nobel prize winner in economics A. Sen,  has called such a rational behaving subject a social imbecile. Hence, economists should be very prudent to start from this neo-classical assumption of rational behaviour. 

Looking through the neo-classical spectacles has led, on a macro-economic level, to important misunderstandings of economic systems, like the one of Japan (van Wolferen, 2001). As a consequence the informal economy that makes the markets work there quite differently from the western world, has remained out of sight. 

In a small sector like the fishery industry, applying the assumption of rational behaviour may be even more dangerous. There are many family enterprises whereby pure economic considerations are embedded in or subordinated to social-psychological ones. Examples of this in the Dutch fishery are:

· A substantial number of vessel owners could obtain a higher income level when they would sell 

their ITQ to become a rentier or to change to another job. The capitalised value of the earnings in the fishery are usually lower than the ITQ value. However vessel owners prefer to continue their enterprise for irrational reasons, in economic terms.

· Assuming profit maximisation would generally result in much higher earnings from the Dutch beam trawl vessels compared with the actual ones. The fishing effort of the bigger cutters is mostly limited to 180-200 days a year, whereas they could be exploited for some 300 days. The fleet capacity for taking up the quota could be roughly the same if the most efficient skippers would acquire additional ITQs, thus buying out less efficient ones. In this way profits could increase substantially (Buisman et al., 2000). But such rational behaviour does not occur so far in the Dutch fishery mainly because of the family character of the enterprise and also  due to religious reasons, which include that the fishing activities use to be limited to five or six days a week. 

Another limitation of the neo-classical assumption of profit maximisation is the viewpoint of separate actors each demonstrating this rational behaviour. This neglects co-operation amongst them and also an institutional framework to facilitate this remains out of sight. In the Dutch fishery a special type of co-management, the so-called ‘Biesheuvel-groepen’, has proved to be effective for an optimal quota uptake (Hoefnagel, 2001).

The assumption of rational behaviour has its merits. It may produce outcomes for an ideal world, which differ from the real world. But these differences may be very informative since they can tell us for example what fishermen will pay for their ‘sub-optimal’ behaviour. In the Dutch examples mentioned before it can be shown which amount vessel owners are willing to pay to remain involved in the fishery by abandoning higher proceeds from quota sales.

There is however another problem linked with rational behaviour assumption, which refers to the cognitive limitations of the human brain. As has been said before people do not have an unlimited capacity to process information and to make decisions. Therefore the principle of ‘bounded rationality’ has been developed in economics, already in the fifties by Simon (Tempelaar et al., 2000). This rationality takes into account the limited knowledge of individuals about their own preferences and a limited capability to handle information, both quantitatively and qualitatively. The latter refers to the perception of information with a ‘bias’. The principle of bounded rationality has been applied for example in the theory of behavioural finance. Tempelaar et al. (2000) quote in this respect March (1994) who has distinguished four fundamental mechanisms of behaviour to cope with limitations in information and information handling. One of them is for example the use of psychological heuristics, which implies that decision-makers search for well known patterns in situations that they have to deal with. This simplifies complicated phenomena and may lead to the use of ‘rules of thumb’.

My conclusions about the rational behaviour assumption are 1) starting from this assumption can only lead to conclusions which have a relative character, since always other motives for behaviour should be taken into account. and 2) it can be a challenge for fisheries economists to consider the application of bounded rationality for studies whereby decision making of vessel owners plays a role. 

Theoretical outcomes are self evident or only explain in retrospect rationality of business decisions.

This third statement of Gelderman is quite recognisable in fisheries economics. One of the conclusions from a study on property rights in fishing (Davidse et al., 1997) said that trade in Dutch ITQs has led to concentration of ownership. This is rather self-evident, but the study has revealed the scope of this concentration.

The annual report from the Concerted Action of Fisheries Economists (2000) shows economic results of European fleet segments and these outcomes will be no big surprise for those who know the fishery very well.

Explanations in retrospect of rationality of business decisions have been made by LEI for example with respect to levels of ITQ prices (Davidse et al., 1995). These prices were very high in the early nineties and it seemed that such quota investments could never be profitable. The outcome of the analysis was that the level of earnings for ITQs that had been additionally purchased allowed a pay back period of 6-8 years, taking into account fiscal allowances for quota depreciation. This period of 6-8 years was, at that time, roughly the same as the number of years until the new CFP would start (in 2002).

Although such studies explain something that everybody in the fishing sector already knows the outcomes may be relevant for institutions which are not very close to the sector, like management authorities, banks etc. 

The reader might be challenged to consider which study outcomes  in his own country or from his own institute are also self-evident or explain in retrospect behaviour of fishermen.

Theories only need to satisfy our need for knowledge 

Gelderman observes in his discipline, business economics, sometimes research only inspired by the willingness to know, without intentions for practical applications. As such this is a kind of ‘l’art pour l’art’. Since the privatisation of fisheries economics research at LEI this does not or hardly occur. Studies have to be completed for clients since they provide direct funding for projects. It could be that at some universities in other countries fisheries economics research is only or mainly driven by the willingness to know. But this may be valuable since others may be able to build further on this work and practical applications could always come in sight.

Development of models could contain ‘l’art pour l’art’ aspects. It could be enjoyable to explore different management options for fisheries management in the virtual world of the model. This could provide the same pleasure as playing computer games, as I have experienced with an optimisation model. However, this linear programming model 
  has produced relevant conclusions about effects on profitability from not landing plaice in its spawning time.

Position of fisheries economics

The usefulness of fisheries economics becomes clearer when this discipline is positioned besides other disciplines, in particular fishery biology. Generally spoken, biology and other natural sciences deal with the effects of human behaviour, whereas social sciences study their causes. This awareness changes the focus from the fish to the fishermen and their driving forces (Salz, 1996). Fisheries economics can contribute in this respect with economic instruments for management of the sector, be it in the private or public field. This includes for example allocation of fishing rights (although not purely economic) and the application of all kinds of economic incentives. 
From a management viewpoint two basic attitudes can be thereby distinguished:

1) Fishermen operate individually, each striving to maximum benefits from their activities.

2) Fishermen are able to co-operate for their own interest and they can bear co-responsibilities.

Each basic attitude will lead to specific management instruments, although the approaches are not quite separated. The second attitude will more include an institutional framework to guide this co-responsibility of stakeholders. I think that it is good for the fishery sector that the current Green Paper of the Commission pays much attention to this involvement of stakeholders.

Concluding remarks

Considering the four statements of Gelderman the overall conclusion can be that fisheries economics is not as useless as business economics in Gelderman’s perception, since there have been clear contributions to the practice of fisheries management. The assumption of rational behaviour should probably be more embedded in other motives for behaviour of fishermen. Study outcomes may be sometimes self-evident but valuable for institutions related to the fishery sector and the willingness only to know without a view at the practice is not dominating. However, I can only oversee a rather small part of fisheries economics research and I therefore challenge my colleagues to consider the four statements of Gelderman for his or her own field of study.

I would recommend to consider if the concept of bounded rationality could be applied to subjects including decision making of actors in the fishery sector. In particular the elaboration of decision strategies as ‘heuristics’ and ‘framing’ may bring fisheries economics research more to the real world.

Answering the question in the title of this contribution I will say that fisheries economics is a useful science in combination with other sciences and with practical knowledge.
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