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Estimated Average PWS Purse Seine Revenues and Costs, 1977-1993 (in 1993 dollars)
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PWS Pink Salmon Price, 1977-1993 (in 1993 dollars)
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Impact of Salmon Fisheries on the Economy Prince William Sound and Seward, 1990

Impact of salmon
enhancement program =
$21,372,954

Total impact of salmon
fisheries = $58,720,804
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Value-Added Salmon Production

* Because high production levels and record high salmon inventories
are expected to continue, there is little hope that prices will recover
under current conditions even in regions of the state like AYK that
have seen chum and king salmon harvests decline.

* One of the most important ways to increase the value of our
salmon is by adding in the value ourselves. This will increase
demand for salmon by making available to consumers new, more
convenient product forms. It will also increase local employment by
expanding processing job opportunities. This is particularly
important in rural Alaska where commercial fishing provides the
only Cash economy to the region.

* The lack of the an efficient, mechanical method of pin bone
removal from the salmon is the single largestroadblock to value-
added production of new product forms.

* This past summer the Norton Sound CDQ group worked with their
harvesting partner, Glacier Fish Company to produce
boneless/skinless pink salmon blocks; the product form used by the
European and U.S. food industry to manufacture many convenience-
style frozen food products.

* This was an important development for Norton Sound fishermen
who have been unable to secure buyers for their pink salmon for
several years.

* In order to meet product specifications, fishermen were required
to chill and bleed all their fish.

* Glacier Fish Company brought in one of their factory trawlers
which has high speed pollock filleting equipment on board. Because
pollock and pink salmon are similar in size and weight, this
machinery was able to produce 200 fillets per minute.

* This was an important technological step for the salmon industry
except that the fillet machine had to be turned off frequently so that
several processing line workers could cut out the pin bones by hand.
This increased labor and overhead costs significantly while reducing
the yield taken for fillets.
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upgrading its processing capacity. Plants with groundfish processing
equipment in Kodiak, Akutan, Dutch Harbor and Sand Point have
begun experimenting with its use in producing salmon fillets.

* In order to be successful these plants need access to increased ice
production and cold storage capacity. These improvements will
increase the quality needed for new product forms and allow the
local plants to hold on to the fish so that it can be processed into
value-added product forms locally instead of being shipped to Seattle
as soon as it is caught. These infrastructure developments are needed
statewide.

* The Alaska salmon industry needs the support of the state and its
agencies in providing infrastructure support like increased ice, cold
storage capacity and value-added processing facilities so that
industry participants can afford to make the investment risks
necessary to move forward. The current market collapse does not
permit individual industry participants to take these risks alone.



Legislative Options to Address Alaska®"s Salmon Crisis

Table 9: Comparison of Margins Remaining After Deduction of
Processing Costs for Canned Pink Salmon, Headed & Gutted Frozen Pink Salmon,
and Boneless/Skinless Pink Salmon Fillets at Varying Recovery Rates

Production Costs H&G

and Assumptions: Ginned Frozen Boneless/Skinless

Ex-Vessel Price (perround Ib) 0.15 0.15 0.15 0.15 0.15 0.15
Raw fish tax S0.007 $0,005 $0,005  $0,005  $0,005 50.005
Tender cost/lb 0.15 0.15 0.15 0.15 0.15 0.15
Assumed recovery rate for primary 65% 74% 18% 20% 26% 33%
Assumed recovery rate for secondary 0% 0% 4% 7% 10% 6%
Raw material cost (per processed Ib) S0.47 $0.41 $1.68 $1.50 $1.14 $0.90
Labor and packaging costs $0.42 $0.46 $0.50 $0.50 $0.50 50.50
Other variable costs $0.20 $0.20 $0.20 $0.20 $0.20 50.20
Total production cost $1.09 $1.07 $2.38 $2.20 $1.84 51.60

Wholesale Values:
Wholesale price primary $1.14 $0.76 52.25 $2.25 $2.25 $2.25
Wholesale price secondary $0.00 $0.00 $0.85 50.85 $0.85 S0.85

Margin Per Pound After
Deducting Production Costs $0.13 -$0.24 -S0.20 -S0.05 50.25 50.44

The computations show that the production of degskin/tx neleu filletj is not cost conrpetitive
against canned salmon given current prices, until a recovery rate of at least 26% for the primary
fillet product is achieved. At a recovery rate of 33% for the primery fillet product, the margin
remeining to the processor after accounting for production costs is approxinately $0.44 per
pound. This is significantly higher then the margin remaining for canned pink salmon of $0.13
pjr pound.

If 10% of the 1994 projected Southeast pink salmon harvest (1643 million pounds projected)
were processed into deepskinboreless fillets at a recovery rate of 33% the margin remeining
after the deducion of production ccets would be $7.2 million.A This is$21 million greater then
the $2.1 million in value for an equivalent amount of pink salmon produced into a canned
product. I the labor costs associated with this production wrre reduced from $030 per hour to
$0.25 per hour, the value of the production would be $11.4 million, or $92 million greater in
value thanan equivalent amount of pink salimon produced into a canned product

71643 million pounds times 10% tines a recovery rite of 33% tines $0.44 (see Table 9)

-39-



Legislative Options to Address Alaska®s Salmon Crisis

Table 10: Comparison of Margins Remaining After Deduction of Processing Costs
for Canned Pink Salmon, Headed & Gutted Frozen Pink Salmon, and
Boneless/Skiniess Pink Salmon Fillets at Varying Recovery Rates
and a Reduced Labor Rate

H&G

Canned Frozen Boneless/Skinless
Production Costs and Assumptions:
Ex-Vessel Price (per round Ib) 015 015 015 0.15 015 0.15
Raw fish tax ﬁ](D? Slﬂ(DS m% &),(IE m(IB $0,005
Tender cost/Ib 0.10 0.10 0.10 0.10 0.10 0.10
Assumed recovery rate for primary @/0 4% 18%) 20% %)/0 33%
Assumed recovery rate for secondary 0% 0% v ™ ]Q)/O 6%
Raw material cost (per processed Ib) m40 31)34 $l40 $1.25 m% $0.76
Labor and packaging costs m42 $]46 m25 31)25 m25 $0.25
Other variable costs 020 020 20  $020 N0 5020
Total production cost $102 $1(D $l% $l70 $l40 51.21
Wholesake Values:
Wholesale price primary $1.14 $O76 $225 $225 $225 S2.25
Wholesale price secondary mCD SD.CD m% 3{)85 m% 508'5
Margin Per Pound After
Deducting Production Costs 013 (&)24) 006 $020 00  so0.69

Table 10ia areproouction of Table 9, exoent thet the labor coet for degpckirnybonelesa proouction
hea been cut in half. This table demoreariitca the inpact upon coets if a fillet machire ia
developed that can remove the pin bore and increase the yield. Under these scenarics, the
margin per pound remeining after production costa increases By the same amournt asthe reduction
in labor costs and results ina high end margin of S0.69per pound.

If labor costs are reduced with a mechanical pin borne removal device, ins would increase
even at lower recovery rates. This would allow pink and chumval ed salmon products to
more effectively meet price points currently set by poultry and whitefish in the frozen
convenience-style product merket place.
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Practical Opportunities for Alaska

Product
Tvps

Consumer-
Ready

TABLE 1

Partial List of Value-Added Products and
Opportunity Rating for Alaska

Opportunity

ScicIn I m

Salmon Frozen/
Dressed
Canned
Fresh
Roe

Steaks*

Portioned*

Smoked

Mince*

*Requires infrastructure

Ritlna

Ongoing
Ongoing
Ongoing
Ongoing

High

High

High

32 -

RMiionlna/Commanla

Reasonable market demand,
reduction in freight costs,
lower value product Into
higher value product Re-
quires Increased cold storage
holding capacity, use of Puget
Sound cold storage, and
ability to take advantage of
smaller market orders.

Strong, increasing market
demand. Can be shipped
using air freight Equipment
and capitalization costs are
low.

Increasing market demand for
variety of product forms, many
of which are still evolving.
Good use of dark-skinned. less
visually pleasing fish. Re-
quires increased cold storage
holding capacity, additional
equipment and means to
utilize or dispose of left over
body frames.



Practical Opportunities for Alaska

TABLE 1 (continued)

Partial List of Value-Added Products and
Opportunity Rating for Alaska

Product Opportunity

TH1 Soaclaa ISLI Hating Reason Ino/Commanta
Consumer- Salmon Micro-Wave Medium Increasing market demand.
Ready Pouches* Same Infrastructure require-

ments as stealcs and portion-
ing. Medium ranking because
pink salmon fillets probably
required for sizable market:
pink fillets have pin bone and
recovery rate problems, as
well as cost variability uncer-
tainties. Ifthese problems
are resolved, rajiking is "high’.

Pickled Medium Low market demand, but pro-

Salted duct can easily be produced
in Alaska, For specialty
producer, large cold storage
capacity unnecessary.

Surimi Medium Absence of surtnl production
facilities coupled with trans-
portation costa associated
with tendering pink salmon
and lower quality surimi make
economics questionable.
Kodiak probably only
possibility.

Requires Infrastructure
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Value of the Salmon Industry to the State of Alaska

* The Im gortﬁnce of the salmon rndu ge state of Alask
Fometrme for gran ted. The sa on Inalustr exrste

commerce actrce In AIas mon r ch
mertp ( Iasa |twr fn a]y
espite ?rclrca Swings rn volume an rrc Unfort nate that” IS not
the current sityation.” The ¢o c trons NOW acrrvr\cre Ene sa on Industry
ae S0 severe that survival o e industry &s now It cannot
taken for granted.

*The importance, of the se o d industry to the state of (as
cannot be over estrmated aska Were a nation, It wou rank
amon foR ten worlolwrde seafood roduc S... ranea of Norway,
Cana a |celand and other countries re owne shing nations.

* The conlmercral rsty g and proces%ng rndusﬁry S Alaskas IargeF

E”Vﬂ on fars orf%r'arr‘g r%f%eOOO Lo s of At

resenir more t a?ood harvested In the U r‘ States
Iue of Aaska seaood procluction exceeds $3 on
annua ly.

* After oll, it is the second Iar st contributor to he state's economy.

tis self supgoortrnﬁ ; Des te ress rr es, the seafood Inclust
genegaltﬁ $expe f |on rn D |eﬁsenes manae InentL993 e
Rorce ent Q er sea og rerated activities to ‘nd 85 million.

* Over }orocess acA les o{ all sizes are |oca“ed in Alaska,
most of which are dedlicated to salmon. De pite’ collapsed ro}nces
contrrb tions gn%lhe salmon rndu?‘ Iy to the State econo

regulary exceed $1.2 billion annually”and Include:
a]lmon accounts Pan 40% of the volu e of all
commercra seafood produce n acllities; an

aska processin
average of 700 million  pounds annuaﬂ/IO :

* Despite record Iow prices, s gcgounte% mofe than
50% of the ex- vessel va ue o seafoo an ore ased plants
last year; or nearly $400 million.



* Approximately $135 million is spent in labor and related
costs  to process the” salmon harvest.

* Approximatel million is expended to purchase goods
and servrc'gg drrectﬁyyre ated to the san? harvesIO J

* Last year, despite record Jow prices, salmon industr
contribu eg ynearly $fg mrﬁron rrrouisraw rrs?r taxes, Iocalf a¥<
ASMI assessmens and aquaculture assessments.

* Just as the vglue of the salmon Indlustry cannat be over stated, the
impact of record low prices to the state cannot he over estimated.

* Each 1 cent per ound r%clrne in the average sta tewide salmon
rﬁe represent?] % ( million In ex-vessel ga%/l ents P
IShermen. Eac rme reduc jon In prrces re#resent 0ss of $70

mrIIron and (a .5 mil ron 0SS In tax revenues and assessments to

municipalities.

¥ Betvveen 1988 and 1993 the average_fishermen has caught 64%
more fish, I){Et made 67% Iess money. That means fishermén have to
work twofthirds harder to make twolthirds less money.

* These_economic losses ar? not restricted to coastal regions, More
Bhan 600 salmon é)erm t hold rfrs reside In Anchorage. 1988
rought back to t illion I average ross” revenues. y
1991 they brought back onIy 12 million.

* Though statewide salmon harvests increased by 64% between
1988 and 1993, salmon raw fish tax revenues r_;lenerated Dy those. ex-
vessel revenues declined by 55%; from $26.6 million to $146 million.

* The decline in salmon rrceggbetween 1992 and 1993 a single
year, cost the state more t million in lost taxes and
assessments.

* While most other reg ns of the world witch th%rr salmrlrn runs
named to the endanger %cres list than the exce lent
mana ement of the esource y ADF&G, aska has a hrrvrn? wild
salmon resource. We need to act wisely now to protect one of the
state's most vital industries o it can be as healthy as the resource it
depends on.



The Value of Permits to the Community

* The trend |nd d rices for Al moan eflected in
salmon erm| Vi ue |c havedecr amal ano

Ed e erm| avedro d from OOOOm No
ﬂ mon Prince |I lam Soun S e permits have
Hummee ro 00010 00& Inetseme ermits hes
ropped from $220,000 10 her reg|ons and
ave suffererl less substantial Iosses bu S|gn| ficant los p rit value
s e e ?E“m" 25 we Ol i o
] sp p ed) IesssugsannaJ 0SSeS but5| gnt lost

nave
germ aJue fes occurred in every samonfishery in't e State.

* The h stof mandn ermdsardvessels which were
pure en ex- vessel “Eﬁl t fishermen and uacul ture
er
na Il

lafions were subs hes Created on ons that
ﬁg\slgccaused vv|despre to repay loans to the state and
commercial

* |n the past three eyears there mare than 1,200 requests for loan
exten5|o om tnht Ostaégsrevr%gn Io%r&ngn lch%vee/ g%en o
styake |s over $1 SE“%O million loan sgmon P%her d%d
aquacu tUte associations.

? lte the severe econo cond| Ions aced bX fishe

de allt rate on state ommer |sh|n Ions |so owesto
e loan program. This IS |nd| cative of t he ﬁdon ven

commercial fishin oansand theim ortanceo IS livelihood t

aricl ansmp |sh|nl%|ndustr3/ ithout perm| vessels
ere are few other employment dptions in most of Alaska’s coastal
regions.

* These econ mic cond |ons ha ealso Increased federal tax
dehn uen IR]S 2284 ares| ent |shermen
or action t atcould eadto se|zureo he|r m| fs.
ccordm tothe IRS, hese ermen one ap roxma%s%

lop I £ac e Vast major
l Rgt have accruedvgﬂnng él}/ecent Jears o poor pncmg



The Seafood Industry In

Alaska®s Economy

The seafood industry is vitally important to Alaska's economy. It is Alaska's
Iar?est private-sector employer. More than 35 thousand Alaskans work in fish
hafvesting or processing, accounting for one-sixth of Alaska employment and
Fa%/roll. Including jobs in support sectors such as transportation, more than one-
ifth of Alaska emPIR ment IS attributable t? the seafood industry, Lh seafood
Industry 1S particularly important for coastal communities, where’fish harvesting
Fnd fis E)r cessing are often_the only significant private-sector activities, and
hshenes ax?s arethe mosﬁ Importarit source of local ,governmen revenues. But
thousands of residents of Alaska's argest cities aiso fiSh part of the year, or
work In Industries which provide support services to the seafood Industry.

Alaska seafood m,d,ustr}/ pays its own way. The seafood. industry contributed
m%re than $87 million to state revenues in FY93, mcludmg $42"million in
fisheries business taxes. State operating expenditures to support fisheries
management, enforcement, and other seafood-related activities totaled $85
millior. The seafood industry is second only to the oll industry in its contributions
to state government.

|t

Approximate annual average
pfflahlng employment, 1991

[TOI
i
I,Li |
Herring—-
staa Lo s
o .. oeafood processin
f\ lemploymerrt"199Z,v ;
Peak monthly employment (July) .,20,451$! Limited entry permits
AnnuaTaverage employment 11,245 hefd by resktem, 1992

\ss» (MIfttan pounds)
gffftgarborlu n/gtalska

la
ererourg.........
etc%l and

...780

AT2

...448
....440
...421
...365
...358
...229
...110
.3.912
9325



Comparison of Salmf)nngl-l%ﬁ &%ﬁaw Fish Tax Paid

Note: Statewide salmon harvesé Increased by 33% whAe raw fish tax declined by 55%
uring same time perio
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Changes in Statewide Salmo Harvest and Average Ex-Vessel Price Per Pound
J urlng 1985 t?wu 99%

Note: Salmon harvest increased by 363% dunng |g]7% /Eermd while average ex-vessel price
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Value and Poundage of Salmon Harveted by Anchorage Residents in Commercial Fisheries in Alaska
during 1988 through 1991

(Note: Value declined 61% during the time period, while volume increased 6%)
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Comparison of Salmon Harvest and Raw Fish Tax Paid in Cook Inlet
P during 188&| ﬁru 1
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Comparison of Salmon Harvedsurlng e h
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INTRODUCTION

On the invitation of the Bristol Bay Native Association (BBNA), the
Alaska Commercial Fisheries Entry Commission (CFEC) is participating in
BBNA's Blue Ribbon Commission on Limited Entry. At the request of BBNA the
CHEC prepared this report. Part | provides a brief history of limited entry
in Alaska's salmon fisheries. Part Il focuses on limited entry permits held

and transferred in the local Bristol Bay area. Part IlIl provides data
through the end of 1992 from which the discussion in Part Il is drawn.
Additionally, Parts Il and Ill of this report respond to a concurrent request

from Senator George Jacko.

I License Limitation in Alaskan Salmon Fisheries Generally

Background

Alaska's limited entry system is the product of years of effort by the
State beginning in 1961. Two previous attempts by the legislature to
establish the means to limit entry into Alaska's fisheries failed as the
result of legal challenges.

The Alaska legislature persisted, however, because Alaska's salmon
fisheries were experiencing a long and threatening overall decline, which
began in the 1930's and continued into the early 1970's. Despite this
decline, the number of participants continued to increase substantially,
which resulted in more and more fishing pressure on a diminishing resource.
Alimited entry system was the only means by which the State could control a
critical variable in the management of its fishery resources: the number of
fishermen participating in a given fishery.

Following action by the legislature, in 1972, Alaska voters approved an
amendment to Article VIII, Section 15 of the Alaska Constitution, which
authorized:

the State to Ilimit entry into any fishery for
purposes of resource conservation, to prevent



economic distress among fishermen and those
dependent upon them for a livelihood and to promote
the efficient development of aquaculture in the
State.

Building upon this constitutional foundation, in 1973, the Alaska
legislature adopted the Limited Entry Act, which has resulted in the largest
limited entry program of its kind in the United States. Limitation of entry
into all twenty-six-of Alaska's salmon fisheries followed shortly. During
1976, by referendum, the voters of Alaska again supported limited entry by a
margin of almost two-to-one. Today, some forty-six of Alaska's fisheries are
under limitation. More than 78% (more than 10,000) of all limited entry
permits are held by Alaskans. Of the permits held by Alaskans, more than

half are held by Rural Alaskans.

As a food source important to Alaskans and the world, Alaska’s
fisheries are without question one of its most important renewable resources.
Alaska's fisheries employ a substantial segment of the State's population,
and many remote communities rely upon commercial fishing as their primary
economic base. Therefore, sound management of its fisheries is crucial to
the State of Alaska, and limited entry is an important part of the State's
management system.

Extensive biological, economic, historic, and cultural data and
analyses have been generated to aid the development, enactment, and review of
entry limitation in Alaska. Thousands of hours of hearings throughout the
State and before the legislature have informed the choices made in shaping
Alaska's limited entry system. Alaska's courts have carefully scrutinized
the program and developed a body of law governing limited entry in Alaska
that is both extensive and unique.

Under AS 16.43.140, no commercial fisherman may operate fishing gear in
a limited fishery without an entry permit. The Alaska Commercial Fisheries
Entry Commission (CFEC) issues entry permits and administers the program.
The entry permit is the critical element of the system and, to an Alaskan
fisherman, an entry permit is a legally required tool of his trade. In
establishing limited entry and considering the needs of the State and Alaska



fishermen, the Alaska legislature gave careful consideration to the nature of
an entry permit and the privileges that a permit would extend to its holder.

In creating a limited entry system, if the legislature had been
committed only to simplicity and economy, it could have conducted a lottery,
or it could have authorized auctioning of a limited number of property rights
to its fisheries. The legislature rejected these approaches, because they
would not have been consistent with the State's most important objectives in
establishing a limited entry system. The legislature believed that, in view
of the substantial reliance on their fisheries by fishermen and those
dependent wupon them, privileges should be initially extended only to
qualified, individual fishermen who could demonstrate their dependence. At
the same time, the legislature wished to restrain the growth of State
bureaucracy.

Although, under state law, entry permits do not constitute property
belonging to their holders, the legislature, authorized holders to transfer
their permits subject to control and approval by CFEC. Doing so advanced
several of the State's objectives. Among other considerations, by not
interrupting a holder's use of his entry permit and further authorizing the
fisherman to transfer his permit, the fisherman and those dependent upon him
held the means to continue their access to the fishery and their livelihood.
Additionally, by not cutting off the fisherman's interest (as would have been
the case through a lottery or a system of reversion and reissue) the holder
was granted a sufficiently long-term privilege in the fishery so as to be
encouraged to both conserve and enhance the fishery resource. Finally, to
avoid generating additional State bureaucracy, the legislature did not
require the State to select who would be a subsequent recipient of the
privilege. (As discussed in the next subsection, the task of initially
awarding permits has been sufficiently burdensome in itself.)

Generally, AS 16.43.150(g) prohibits involuntary transfer requiring
that an entry permit may not be "attached, distrained, or sold on execution
of judgement or under any other process or order of any court.”
Additionally, a fisherman may not pledge his entry permit as security for a
debt. (The legislature recognized that the absence of a property right might



impair a fisherman's ability to obtain financing for the purchase of a permit
and his fishing operation, and, therefore, established two State authorized
loan programs: the State Fishery Loan Program and CFAB.) Just as a
fisherman could not, contrary to State law, create a security interest in his
fishing privilege, neither can a creditor.

The legislature recognized that a fisherman's earnings were seasonal
and subject to many variables from year-to-year beyond his control (for
example, weather, predation, and interception). |If creditors with short term
objectives were allowed to treat an entry permit as a fungible item of
property and to seize and force its sale, a fisherman without other means of
earning a living, together with those dependent upon him, could well be left
destitute. In Alaska, where many communities in remote areas of the State
depend upon commercial fishing as the primary basis for their cash economy,
this is a very real possibility. [The Social Security Administration
acknowledged the wisdom of Alaska's approach by recognizing that an entry
permit is essential to self-support, and, therefore, by not considering the
market value of a permit as an alternative resource in determining an
individual's eligibility for Supplemental Security Income benefits. 50 Fed.
Reg. 42683, 42685 (1985).]

To avoid intemperate transfers, a permit holder may permanently
transfer a permit only after a 60-day waiting period during which the holder
can withdraw from any agreement to transfer. Permits can be transferred only
to a living individual who can demonstrate his or her present ability to
participate actively in the fishery. They may not be transferred to a
corporation or a partnership.

Finally, because only a limited number of privileges would be extended,
the legislature wished to ensure that the State would be reasonably
compensated by regular permit fees.

Administration of the Program as a Salmon Management Tool

The primary purpose of Alaska's limitation program is to establish a
form of moratorium which does more than simply block new entrants. For each
limited fishery, a qualification date is established. The highest number of
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units of gear in the fishery in any one of the four years prior to the
qualification date becomes the maximum number of permits to be issued. In
the years prior to the qualification date, large numbers of fishermen have
come and gone from the fishery. Therefore, the number of individual
applicants for permanent entry permits who participated prior to the
gualification date is invariably much greater than the maximum number. The
Commission's responsibility is to gradually reduce the number of entry
permits to the maximum number through an elaborate grandfathering system.

The Entry Commission ranks each applicant against all other applicants
according to the hardship the applicant would suffer if he or she failed to
receive an entry permit upon initial issuance. To determine this ranking,
the extent of an applicant's past participation in and economic dependence on
the fishery are evaluated. The commission issues permanent entry permits to
the applicants with the highest ranking and continues to issue permits moving
down through the ranked applicants until the maximum number of permits is
issued.  Nonetheless, the Commission is authorized to exceed the maximum
number in order to issue permanent entry permits to those individuals who
would otherwise suffer "significant economic hardship.”

Processing and adjudicating applications for permanent entry permits is
expensive and consumes extended periods of time. Each application requires
detailed fact finding. Following the initial denial of an application, a
hearing officer must conduct an evidentiary hearing on behalf of a denied
applicant who can demonstrate a genuine issue. Following a final
administrative review by the commissioners, a denied applicant can go to
state court to challenge the decision by the commission. Applicants are
often represented by attorneys and by law can continue to participate in a
limited fishery as long as they can keep a pending application alive before
the commission or a court.

While working toward each maximum number is a long and expensive
process, within its limited objectives, Alaska's license limitation system
has been effective.



The primary objective of Alaska's license limitation system was to
limit the growth in the numbers of participants in its salmon fisheries.
Prior to limitation, the number of participants continued to grow despite the
decline of salmon harvests. Having observed more and more participants crowd
into a declining fishery, one can imagine the drawing power of Alaska's more
recent record salmon harvests upon potential new participants; if limited
entry were not in place.

In addition to the increase in Alaskan salmon harvests, there would
have been other likely sources of pressure. The construction of the Alaska
pipeline during the 1970's drew a large work force into Alaska. Upon
completion of the pipeline, displaced former pipeline workers could well have
sought to enter Alaska's salmon fisheries.

Of more significance, the troubles that have befallen west coast salmon
fisheries over the last two decades could well have spawned additional
interest by disappointed west coast salmon fishermen in Alaska's salmon
fisheries. Alaska's system of limitation was barely in place when the Boldt
decision came down in 1974. Among other things, the Boldt decision required
that a substantial portion of the salmon harvests in the northwestern United
States be reserved for certain Native American tribes. That decision
dislocated large numbers of northwest salmon fishermen, who would likely have
looked to Alaska to offset their losses. In short, had Alaska's license
limitation system not stood as a bulwark, these various pressures likely
would have caused additional growth in the numbers of participants in its
fisheries and ever, greater pressure upon the resource.

Alaska's limited entry system does more than simply limit the number of
participants because it does not operate by itself. The State Board of
Fisheries has consistently provided gear and vessel restrictions applicable
to commercial salmon fishermen. These restrictions, when coupled with
license limitation, result in a limitation of overall fishing capacity and
further allow fishery managers to calculate with some assurance the amount of
fishing power to be managed.



Controversy over transfer of entry permits

An entry permits secures a fishermen's access to his fishery. Limited
entry empowers a fishermen by giving him control of that access. The various
protections that apply to an entry permit help to insulate a fishermen from
control and exploitation by others. In turn, a fishermen is free to transfer
his entry permit to a family member or to any other individual with the
ability to participate in the fishery.

At some times and in some places, what fishermen have done with this
power to transfer entry permits has become controversial. In some rural
areas of the state, more permits have departed from the area by transfer than
have been received by transfer. This net rural drain of entry permits in
areas where economic alternatives to commercial fishing are very limited is
a very serious concern. The Bristol Bay area is a case in point, where local
permit holders have transferred more permits away from the local area than
they have received by transfer. There are other rural places in the state
which show a net gain in the number of locally held entry permits. For
example, in local comm;nities of the Chignik salmon purse seine fishery,
there has been a net loss of only three permits due to transfer. This net
loss has been more than offset by a net increase of 15 permits by migration
(that is, movement of permit holders). Id.

Even in the Bristol Bay area, results vary. For example, in five of
the last eight years, more salmon set net entry permits have transferred to
local Bristol Bay residents than from them. See Part Il and Attachment D.
The second part of this report looks in detail at entry permits held by and
transferred in the local Bristol Bay Area.

While the Limited Entry Act is neutral with respect to residency,
overall, Alaskans hold a substantial portion of the permits. More than 78%
(more than 10,000) of Alaska's limited entry permits are held by Alaskan
residents. More than one-half of the Alaskans holding entry permits are
rural residents living in areas where other sources of cash income are very
limited. Among permits transferred to rural Alaskans living near their
fisheries, more than 50% of the transfers have been by gift (since the
Commission began to record types of transfers in 1980). When permits have
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transferred from rural areas of the state, they have tended to transfer to
other Alaskans (as opposed to nonresidents).

Finally, as the result of court decisions, child support claimants and
the Internal Revenue Service may now seize and force the sale of entry
permits to collect their obligations. To date, no permit has been
transferred as the result of these newfound creditors' rights, so the effect
of these legal developments is not yet known.

Il.  Salmon Limited Entry Permits in the Local Bristol Bay Area

This section provides a look at salmon limited entry permits issued and
transferred in the Bristol Bay area and is extracted from our transfer data
through the end of 1992. See Attachments. The reader should bear in mind
that transfer patterns vary significantly by region, place, and group. As
noted below, current transfer patterns for drift net and set net are
different in the Bristol Bay area. Additionally, in contrast to the Bristol
Bay area, local communities of the Chignik purse seine fishery show a net
increase in locally held entry permits. See Attachment E.

In the course of administering the limited entry program, CFEC has had
the opportunity to observe some individuals, groups, and places have success
in getting and keeping limited entry permits. W are eager to share some of
the secrets of that success with any interested individuals or groups. On a
regular basis, we have participated in meetings and workshops toward that
end.

From 1975 through the end of 1992, the Commission issued 1,325 (670
drift/655 set) salmon entry permits to Bristol Bay residents. See Attachment
A.  Over the same period of time, 1,048 (526 drift/522 set) salmon entry
permits were transferred to local Bristol Bay residents. See Attachment A
Of the permits transferred to local Bristol Bay residents, more than 60% have
been transferred by gift. See Attachment B. Approximately 30% of the
permits transferred to local Bristol Bay residents have been sold. Id.



Comparing the number of transfers to and from local Bristol Bay
residents, over time, more permits have transferred from Bristol Bay
residents (largely to other Alaskans) than have transferred to local
residents. In net terms, 313 (171 drift/142 set) more salmon entry permits
transferred from local residents than transferred to local residents. See
Attachment A

Attachment Cto this report shows the number of permits held in local
Bristol Bay communities in each year from the inception of the program in
1975 through 1992. Attachment C should be of value to anyone wishing to
trace the history of entry permit holding in any particular Bristol Bay
community. Departures of permits from a community are the result of
transfer, movement of permit holders (migration), and revocation of entry
permits. One can obtain a general idea of the effect of these, respective,
forces by referring back to Attachment A. Similar information is provided
for local communities of the Chignik purse seine fishery. See Attachment E

Attachment C bears out the fact that limited entry is a continuing
process, and the Commission continues to issue permits over time. Going back
to the early days of the program in 1975, CHEC issued permits to those
individuals with the strongest claims. Those individuals had solid state
fishing records which made issuance of the entry permit a virtual certainty.
Thereafter, permits issued by the Commission tended to result from claims
taken to evidentiary hearings before hearing officers and the Commission.
Additionally, in more recent years, the Entry Commission settled the
Wassillie case which resulted in more permits issued to the local Bristol Bay
residents.

One can take a snapshot in time and look at the number of salmon
permits issued to local Bristol Bay residents in 1975: 935 (509 drift/426
set). The current total in salmon limited entry permits held by Bristol Bay
residents is 952 (485 drift/467 spit). See Attachment C. This snapshot may
be significant, because the permits issued by the Commission in 1975 were
those most easily granted based on solid, black-and-white fishing records.
Permits issued later tended to be those resulting from evidentiary hearings
where the Commission was called upon to adjudicate more questionable claims.
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Weé have theorized that the permits issued in 1975 represented a core group of
the most serious and consistent fishermen. Even on that theory, however, the
current loss of drift permits from that core is disturbing.

The historic pattern of transfer activities is worth noting. In the
drift fishery the tendency of permits to transfer away from locals began in
1977. See Attachment D. It fell off markedly after 1984, but resurged in
1986 and 1987. Id. Aagain, this tendency of drift transfers away from locals
diminished after 1987, but resurged again in 1991 and 1992. Id.

In contrast, after 1984, the net transfers of set net permits away from
local Bristol Bay residents began a fairly steady decline. In fact, more set
net permits transferred to local residents in 1985, 1987, 1988, and again in
1991 and 1992. Id. Thus, for the set net fishery, there has been a positive
transfer of permits to local Bristol Bay residents in five of the last eight
reported years.

As noted, over the history of the limited entry program, 1,048 local
Bristol Bay residents have received limited entry permits by transfer.
However, because the overall figures present a net loss by transfer of 313
permits, the Commission has consistently raised the question, why not more
transfers to local individuals?

We believe that we have some information to share which could help turn
the situation around. Additionally, we are heartened by the fact that the
net transfer figures have turned positive toward local Bristol Bay residents
in the Bristol Bay set net fishery in recent years. At the same time, the
drift fishery remains a serious problem. However, we are encouraged by
BBNA's having formed this Blue Ribbon Commission and uy the Bristol Bay
Economic Development Corporation (BBEDC) having established a local permit
brokerage service with the goal of directing permits into the hands of local
Bristol Bay residents. At a time of falling permit prices, there may be some
opportunities for the purchase of entry permits that have not been available
in the past. Additionally, with the support of two State-authorized loan
programs, and the Entry Commission, we have every hope for the success of
BBEDC's project.
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Nurber of Bristol Bay Salnmon Permits Held by Bristol Bay Locals, by City and Year, 1975-1992.
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TRANTFERS BETWAEN BRISTCL BAY LOCALS AND OTHR RESIDENT TYFES

Net S |t in Residen
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Fishery Year Loca Loca Shift Local Local ent
Bristol Bay Drift 1975 1 3 2 0 1 -3
1976 5 5 0 -1 0' 1
1977 18 10 -8 1 2 5
1978 22 9 -13 -1 1 3
1979 24 4 -20 3 11 6
1980 17 7 -10 0 9 1
1981 18 5 -13 -1 9 5
1982 25 5 -20 1 6 12
1983 18 8 -10 3 7 1
1984 17 3 -14 2 4 8
1985 10 8 -2 0 -1 2
1986 26 7 -19 2 10 6
1987 19 5 -14 1 6 6
1988 9 2 -7 0 1 4
1989 7 3 -4 1 1 2
1990 10 2 -8 0 1 6
1991 10 0 -10 0 4 5
1992 17 5 -12 3 1 8
273 91 -1821 14 83 78
Bristol Bay Set Net 1975 ! 3 2 -1 ! -2
1976 12 2 -10 0 5 5
1977 9 2 -7 -1 4 4
1978 23 13 -10 -2 6 6
1979 25 6 -19 1 12 6
1980 28 8 -20 1 10 9
1981 29 6 -23 1 12 10
1982 36 7 -29 -1 22 8
1983 16 3 -13 0 10 3
1984 15 4 -11 -1 3 8
1985 9 1 2 -1 4 )
1986 1 4 -7 3 2 2
1987 8 10 2 2 -4 0
1988 9 11 2 0 0 -2
1989 8 6 -2 0 3 -1
1990 6 4 -2 0 2 0
1991 10 11 1 0 0 -1
1992 6 7 1 1 -1 -1
261 118 -1431 2 9! 49
253S
Overall Total 534 209 -325 16 174 127

IThis total includes permits foreclosed (See Attachment A).

ATTACHMENT D
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(B‘gaeq?)s;’|1|?E$MANENE0mebrm|é Holdings in Communities Local to the Chignik Area Net Fisheries, 1975-1992
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Fishery = Chignik Salmon Purse Seine

Permanenétlt ermits a sfers Trans ersNet Change NetDCQa? e
City 5&/-@ éﬁD 1992 Issued t Irom ity Prans er Migrations
CHIGNIK 14 7 8 -1 ! 6
CHIGNIK BAY ! 0 0 0 0 !
CHIGNIK LAGOON 15 7 7 -6 ! 7
CHIGNIK LAKE 4 6 0 -2 -2 0
IVANOF BAY 0 ! 0 0 0 -1
PERRYVILLE 7 8 2 -5 -3 2
1992 YEAR END TOTALS 41 29 17 -20 -3 15

Only permanent permits are included.
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Permits Issued is the number of limited entry permits originally issued to residents of the community in question.

Migrations occur when permit holders move from one community to another.

er

ok

Permits Foreclosed refer to foreclosures by the Department of Commerce & Economic Development or by the Commercial Fishing
& Agriculture Bank. These transactions are NOT included in the Change Due to Transfer column in this report.

They ARE included in the changes due to transfer in CFEC Report 93-7N.

Permits Forfeited refer to the retirement of permits dueto nonpayment of renewal fees for twoconsecutive years.
Permits Lapsed refer to the retirement of Nontransferable permits whose owner has died.

Permits Revoked include the revocation of permits due to administrative errors in theirissuance

revoked due to criminal proceedings.

Permits Reinstated indicates the reinstatement of permits which had been previously revoked.

and also to permits



Nunber of Chignik Salmon Permits Held by Chignik Area Locals, by City and Year, 1975-1992.
FISHERY = CHIGNIK PURSE SEINE

City 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992

CHIGNIK 5 7 6 9 9 9 9 1 1 12 13 13 13 1 12 13 14 14

CHIGNIK BAY 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 !

CHIGNIK LAGOON 7 9 10 10 9 9 9 10 10 10 12 14 15 14 13 14 14 15

> CHIGNIK LAKE 6 6 6 7 8 9 9 10 10 9 10 10 9 9 8 5 5 4

— IVANOF BAY ! 0 0 0 0 0 ! ! ! ! ! ! ! ! ! 0 0 0
_I

> PERRYVILLE 8 9 9 8 8 8 6 6 7 7 7 7 7 7 7 7 7 7

O ---------------------------------------- - 7= mEmms mee== . meess mmmms s o

- Subtotal 27 31 3! 34 34 35 34 38 39 39 43 45 45 42 41 39 40 41

N = Grand Total 27 3! 3! 34 34 35 34 38 39 39 43 45 45 42 41 39 40 41
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Representative Carl E. Moses

CHAIRMAN SESSION:

CAPITAL BUILOING. ROOM 204
HOUSE RULES COMMITTEE Sk EURQING, ROOM
CHAIRMAN PHONE: ‘590 465-4451
HOUSE SPECIAL COMMITTEE FISHERIES FAX: (907)455-3445
MEMBER FINANCE SUBCOMMITTEES ON: INTERIM
DEPT. OF FISH AND GAME 716W.ATHAVE. 4630
DEPT. OF PUBLIC SAFETY ANCHORAGE. AK 99501-2133

PHONE: 90?8258-8167
FAX: (907) 253-8468

MEMORANDUM

TO: Senator Drue Pearce, Co-Chyu, Senate Finance Committee
Senator Steve Frank, Co-Chair, Senate Finance Committee

Representative Eileen MacLean, Co-Chair, House Finance Committee
Representative Ron Larson, Co-Chair, House Finance Committee

FROM: Representative Carl E. Moses o
Chairman, House Special Cormmucc on Fisheries

WITH:  Senator George Jacko, Vice-Chair, Senate Finance Committee
DATE: February 28,1994
RE:  Statewide Salmon Forum

The House Special Committee on Fisheries would like to provide members of
the salmon industry an opportunity to present a current status report before the
Alaska Iegyslature. With the remaining time in the session and the busy March
schedule Tor everyone, a two day Statewide Salmon Forum has been
scheduled in Junéau March 10and 11

A meeting before the Joint House and Senate Finance Committees has been
scheduled for March 11 A draft agenda has been attached. Asthe agenda
formalizes, ['will provide you with & copy.

Many reasons exist for holding a meeting before the Ieﬁjslature. The primary
reason for this meeting is to address the current difficulties facing the fishing
industry and the subséquent financial impact on Alaskans and Alaska. ,
Information regarding the statewide value_of the commercial fishing industry will
be provided to'the committee members. Thank you for setting aside this special
time for the commercial fishing industry.

Attachments
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