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Abstract 
 
Vertical integration has received much attention in the last 25 years and there are well-

known theories that explain this behavior.  However, the one common thread that runs 

through virtually all of this research is the assumption of private property rights.  Very 

little attention has been paid to how firms behave when the property rights structure 

under which they operate changes.  The commercial fishing industry is a prime example 

of an industry where property rights have shifted.  Due to problems of over-fishing and 

over-capitalization, economists have championed the conversion of fisheries from 

common property or open access resources, to private property through the use of quota 

programs. 

 

Research shows that quota management is effective in reducing capitalization in 

fisheries, yet there are questions about other effects the programs might have.  Among 

these is a concern over increased vertical integration.  Some argue that this is leading to a 

loss of the independent fisherman that is a part of U.S. history, much like family farms.  

There is also concern that increased vertical integration is in turn leading to decreased 

competition in these markets; by owning the quota that is required to fish, processors are 

increasing their power over the market for unprocessed fish.  In response to these and 

other concerns, the United States Congress imposed a moratorium on the implementation 

of individual transferable quota-style (ITQ) programs in 1996.  Speculation aside, 

however, there is no empirical evidence to confirm or refute that the use of quota 

management actually leads to increased vertical coordination. 

 

Three fisheries are used as case studies to analyze what affects the decision to 

vertically coordinate in commercial fisheries.  The traditional reasons for vertical 

integration are to lower transaction costs or to foreclose a market.  But now a new factor, 



shifting property rights, is also considered.  Results indicate that the individual 

characteristics of the fishery are more important than the management or property rights 

regime itself.  This gives some direction to designing management programs that meet 

our desire to reduce over-capitalization and over-fishing, yet avoid increasing vertical 

coordination, all the while minimizing the loss of resource rent in the fishery. 
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