


FISCAL NOTE
IRTEORALAR ooy HILLNO. HR 23

Dept. Allecte d : Fmi and Gama

Reviaion Onto:
TUI*: Community Development Fithing Quotaa BRU: Commercial Fnhmqg Management and Oa

Component: Fnhariaa Managamant

Spontor: Rap. Auatarman

Roqueatar: Houie Fnhoria* COMPONENT SERIAL NO.

(Thousands of Dollars)

OPERAT1INO EXPENDITURES FY 96 FY 97 FY 98 FY 99
0 0

1341

FY 00 FYo1l

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

© o o o o o o o o
© o o o o © o o ©
© o o o o o o o o
© o o o o o o o o
© o o o o o o o

© o o o o o o o o
©O 0o o o o o o o

© 0o o o o o o o o
©O 0o o o o o o o o
© o o o o © o o o
© 0o o o o o o o o
© o o o o o o o o

TOTAL OPERATING
CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thouaand* of Dollar*)
1002 Federal Receipt*

1003 GF Match

1004 GF

I0CS GF/Program Receipt*

1000 GF/MHTIA

Other

TOTAL 0.0 0.0
Estimate of any currant year (FY95J) coat: = 0.0

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

A]N»YYSIS: (Attach a lacerate page if neceetaryl

o\

VI-F

Capered try: Garon Bruce -3 Phone 4050)43

Dii<*>on: Comrmaatonai'a O ffice Oata: 2/S/SB

Approved try Commrmonar: pata: A
Agency Fleh and cama
PREPARER TO PROVIDE AL ATIVE OFFICE

Far W *atrw Fi Scal Note

Ae. 10.-MI M*ana natM*



TONY KNOWLES, GOVERNOR

DEPARTMENTOFFISH AND GAME

OFFICE OF THE COMMISSIONER / E NEAU,E\ (8 d ?882-5526

Comments of the Alaska Department of Fish and Game on HJR 23

The CDQ allocation was instituted when the North Pacific ishery
Management Council (NPFMC) approved a four-year Inshore/offshore
allocation of pollock. Pollock CDQ fishing began in December 1992,
but is scheduled to sunset at the end of 1995, unless the NPFMC
rolls the program over for a three-year extension while they
complete work on a groundfish and crab limited entry program.

A smaller, permanent CDQ program for Bering Sea halibut and
sablefish was also passed by NPFMC as part of an IFQ program foi
those two species. Most of the CDQ halibut will be caught by local
skiff fishermen beginning April 1. The halibut program also
provides an example of the non-economic benefits that may be
associated with CDQ programs when the resource 1involved is of

cultural significance.

The State of Alaska 1is the main monitoring agency for the CDQ
programs. Three departments share responsibility of ensuring the
groups follow state and federal regulations. The state also 1is
responsible for allocating portions of the CDQ quota between the
established CDQ groups which represent 56 western Alaska
communities historically reliant on the Bering Sea resources.

The 3ering Sea groundfish and crab fisheries are extremely capital
intensive-industrial fisheries. The Council has began a program of
Comprehensive Rationalization to end the open access nature of
these fisheries. The main qualifying criteria being considered by
the council relies on previous catch history or participation in
the Bering Sea fisheries.

This criterion eliminates Western Alaskans, who have not had the
opportunity to participate. CDQ communities have historically not
had access to the capital necessary to participate 1in these
industrial fisheries in their own back yard. Additionally, the
quantities of fish caught and processed are immense, and the price
paid per pound only becomes profitable when huge volumes are
landed. Thus making it impossible for local small boat owners to
have participated and gained catch history.

The inclusion of a CDQ allocation under the council®s comprehensive
rationalization program will (1) allow the council to move forward
with limitation and reduction of the industrial sectors,- and (2)
provide opportunities to residents who are proximate to, and
historically reliant upon the Bering Sea resources, but have betn
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TONY KNOWLES, GOVERNOR

DEPARTMENT OF COMMERCE AND P
ECONOMIC DEVELOPMENT W EAEU{ 0;}%@998110004

DIVISION OF ECONOMIC DEVELOPMENT

)JCED COMMENTS ON I[IJR 23

BACKGROUND

The pollock Communr% Develogment uota EiD 2] gi) ram |s a fe?(eral allocation

of approximately 100,000 metric tons of pollo
communoltres tn (?7 horder the Berjn Sea Itwasr ﬁlemente |n Dece ero

rs scheduled to sunset In ecem e of 1995 unless extended %
North Pacific Fis erP/ analqement ouncil (Council) and ix rove
ce sworth aﬁgroxr ately $20 milly annu ly in
revenue generate ease of those rvesﬁrn% hts to seafood In utrg
artners. B%t e timé the program sunsets later t Near It will have nera%ed
ore than $80 million In payments to the region and created more than600 jobs

The halibut and sablefrsh CDQ pr(1)gram is also a federal aIIocatron offrshery
resource to eli;r e communrtres at allocation was made as Ir[)]arto the halibut
and Eablefrs Pro*p an will n?t sunset. It1s a much smaller allocation,
worth approximately *3 million annually.

The 56 eligible communities have grouped themselves into six organizations that
vary in srzge fom one to 17 vnflagesg P g

The intent of the CDQ program is to rovrde these remote Alaskan villages, which

havehrstorrcally been reliant on the fishery resource e errnlg ea, an "entry

ticket" |nto the caprtal intensive fis erres of the Nort Pacr ic. For that reason,

the oa of the CDQ_program is to attain economic self-sufficiency for these regrons

n % succestsfu mvesment In fishing industry businesses and infrastructure in
rth Pacitic seafood Industry.

One ofthe most un|%ue features of the CD%gro ram is that it fosters

accom lishments of am |tr%us Community eo ment lans (CDP). befause of
? etitive nature of the allocation process. These plans, which'in ude

ent training and mvestmenﬁ mrlestones are ac vely monifore Y

sta e. "It a.group fails to meet scheduled mrlestones it could hurt therr ab lity to

ecure desrred aIIocatron levels dUJrng the next allocation cg hile DPs can

e amended 00d cause must be demonstrated to win approval from the state and

ederal goverriment.

While this is a federal Erogram It IS the state’s responsibility to oversee its

implementation and assuré compliance with state and feg faCIllrle tuelat |gnss CCTehse of

Secretary of Comme

state alsq provid sassrstancet CD artrcrgants 10 h]e

thelr ro ects an rams The three agencies which snare equally |

management of t QD ram are the De artment ofCommunrt an Re lonal
Affair SDCRA Alaska nt of F |s n}] (ADF&G I) and D rE)artm nt of
gomme ce an Econn eve pment H . The National ' Marine Fisheries
ervice <NMFS) provr dera over3| t.

DEPARTMENT POSITIONS
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PAGE 2

Since the CDQ program was implemented, twg pollock allocations and one haliput
and sa IeﬂshQaI oca?tlon have begn made. T0 a[t)e all recommendations made by
the state have been approved at the federal Tevel.

PROGRAM EFFECTS

The most |mportant work ahead of us is to extend the Eollock CDQ Pro gram
eyond 1995 anF ﬁ)(and it toa d|t|onals ecles. It ha been the poljcy of the
te that It will see ocatm{t enever a |m|te accessch me 1S

ro ose for any sapemes un er federal jurisdiction. That policy has heen

emented as part of effor the sltate to roll-over separate onshore and
orpghore a} locations of iﬁls and to develop a Comprghenswe Rtatmnaqlzatlon

toder: 3
Plan (CRP) to change federal fishery management in the North Paci

Currently, extension of the CDQ program is being moved forward for consideration
in four séparate platforms:

1. extension of the onshore/offshore allocation program
2. the state’s proposed license limitation program

3. the state’s proposed phased-in quota program

4, reauthorization of the Magnuson Act

Exte_n3| n of the CDQb ro ram a ro osed in this resolution, should continue to
receive |gh priority ;P state for several reasons:

1 Ituse r|vate sector money to sRur significant eionomlc development
néje ?ptgg\{\éer%ern Alaska and nhas decreased reliance on state and

2. All.CDQ programs are developed at the local level and reflect the
unique ne)e(?sgofthese dlversepcommumnes

3. The gartnersm formed hetween the CDQ groups and their
harv stmq partners has Jge a transference of knowledge and
expertise that Is unequaled in the public sector.

4. It has prowded astron incentive for]omtventure seafood
investments py the CD rou s and th e|rPartners that WI|| Increase
the I|keI|h0ﬁd ofsuccessrf mvgstment participation by CDQ groups
In the North Pacific seafood Industry

5. It has benehted the entire fishing mdustry I)]/lprowdm venture
caeltla to the .C grougs to éom%etep t stritct re
onpment in the egion and to nelp finance development of new

salmon products.
6. Itis the mast effective way to sijjinificantly incrense Alaskan
ownership In the North Palcmc flljrhmg industry.

DP/dgll 13.dp/020%%n
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Executive Summary

This report examines the economic development impacts o f the first twenty-five
months of the Bering Sea pollock Community Development Quota (CDQ) program on the
western Alaska region

The CDQ program was designed by the North Pacific Fishery Management
Council (Council) to allow residents of the economically depressed region o f western
Alaska access to the Bering Sea fisheries The Benng Sea pollock fishery is one of the
largest fisheries in the world with an annual harvest o f approximately 2 9 billion pounds
with an annual ex-vessel value in excess o f $200 million  Because this is an extremely
capital intensive fishery, the ability o f western Alaskans to participate in the harvest of the
resource at their uoorstep has been severely limited

Prior to implementation of the CDQ program, approximately 94% o f the value o f
this fishery was accrued by non-Alaskans, virtually none ofthe value was captured by
western Alaskans By setting aside the 7,5% of the quota for harvest by those regions
bordering the Bering Sea, the CDQ program has permitted participation o f the utilization
o f this resource as a mechanism to spur economic development in this economically

depressed region

The economic development impacts o fthe CDQ program must be assessed in the
context of life in western Alaska There arc $6 communities that meet the criteria for
participation in the CDQ Program, representing a total population 0f21.037 According
to 1990 Census data. 77% arc Alaska Natives Poverty and unemployment are chronic,
in 1990. more than 25% of the people in CDQ communities lived below the poverty level,
twice the state rate  Unemployment rates ranged as highas 31% In many ofthe CPO
communities, the average income is nearly halfthe median state level Non-economic
standards also portray the region's underdevelopment Much o fthe housing available is
substandard and utilities that most U S citizens take for granted such as water, sewer, and
telephones are in short supply Inova halfofthe communities, five gallon buckets or
outhouses remain the primary means o f sewage disposal Three quarters o f the
communities do not have piped water and sewer available to at least halfthe homes in the
community The result o f these characteristics is poor health conditions, high rates of
infectious diseases, and low living standards It is this profound stale of
underdevelopment against which this report examines the economic development impacts

ofthe CDQ program

The bert data available for describing the population and economy o f western
Alaska pnor to implementation of the CDQ program including income, employment and
other demographic information is contained in the 1990 US Ccmm Report  For purposes
of this report, those figures aic used as a basis for comparison with quarterl/ and annual
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ExccuUvr Summary

audited reports to the State in helping to assess the economic impact o fthe CDQ program
from the date o fils implementation on November 18. 1992, through December 31, 1994
Comparison of this data demonstrates important impacts on employment, income,
infrastructure development, investment, training and educational opportunities in (he

region

By the simple measure o fjobs and income, the CDQ program is contributing to the
economic development ofthe region, providing private sector employment opportunities
where few existed

» In the first two years, the CDQ program's contribution to local jobs doubled

* Jobs created by the CDQ program represent 57% ofall non-government
related, "basic employment" job in the region

* During this time, CDQ wages and henefits represented a 2 4% increase in
income for the region

A major goal of many of the CDQ groups was to develop infrastructure within the
regional fisheries that would make possible greater participation in the fishery Eachof
the infrastructure developments provide benefits to the region as a whole as well as the
entire fishing industry Major infrastructure projects which have been complete or arc

underway include

Dock facilities in Atka, Nelson lagoon. False Pass and Nome
Harbor improvements in St George and St Paul
lee delivery systems in Savoonga and Koyuk

Gear storage facility in False Pass
Processing facility improvements in Shaktoohk. Unalaklcct. Nome. Atka,

Bethd and Emmonak

Equally important as physical infrastructure is the dcvdoptm *of human resource
infrastructure which provides the skills and expertise necessary for the long-term
sustainability o feconomic development in the region Progress toward that end includes

A total of 1141 training, internship and educational opportunities were made
available by the CDQ program including 176 higher education scholarships. 38 vocational
education programs and 927 technician training programs

Another major goal of the CDQ program was to provide for increased
participation by western Alaska residents in the fisheries of the Bering Sea In the fust
two yrai* of the program, five of the six (*(X ) group: have pMicipafcd in fishery
investments including
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Ewggnt Summary

« Joint venture investment* in a factory trawler, a factory longlincr/crabber, two
shorc-bAscd facilities and one catcher vessel

« Wholly-owned investments in one shore-based facility and approximately
thirteen small catcher vessels

» Three CDQ groups and their harvesting partners have invested considerable
resources in the development ofnew salmon products and markets

Because economic development is a complex process, it is difficult to measure
Generally, economic development must add jobs and income to the region, provide for
local control and human resource development and generate benefits that arc sustainable
over the long term

In sum, y all of these measures, the CDQ program is contributing towards the
process ofeconomic development within the western Alaska region It is bringing about
economic development a measured by jobs, local control and long term sustainability
This infusion o f capital has not only created private sector jobs in the region where few
existed, it has provided hope and opportunity which arc integral components to building
sdf-estcem and seif-rchancc in the region

Despite these remarkable advances, the economic activity generated to date has
not transformed the region economically - nor is there any reason to expect that it should
have mjust two years The CDQ program will require continued sustenance to survive its

infancy
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L INTRODUCTION

The Bering Sea pollock fishery U one of the largest fisheries in the world, with an annual
harvest of about 2.9 billion pounds (1.3 million metric tons). Beginning in 1992, the Community
Development Quota (CDQ) program set aside 7,5% ofthe Bering Sea pollock harvest (about 215
million pounds annually) for direct allocation to disadvantaged coastal communities in Western

Alaska

The 56 communities bordering the Bering Sea that received the quotas arc in one of the
most economically depressed regions of the United States. A major goal of the program is to
allow these communities to accumulate sufficient capital so they can invest in the fishery, thus
bringing sustainable economic development to the region

This report examines the economic impacts of the first twenty five months of the Bering
Sea pollock Community Development Quota (CDQ) program on the western Alaska region The
CDQ program regulations became effective on November 18, 1992 and CDQ fishing was
permitted to begin on December 5, 1992. Therefore, most of the impacts of the first three years
ofthe program actually occurred over a twenty-five month period

Organization of this Report

Chapter Il ofthe report describes the western Alaska region Chapter |11 describes the
history and implementation o fthe CDQ program, and provides an overview o f the program
during the first twenty-five months Chapter IV describes the types of projects proposed by the
CDQ organizations and the activities undertaken during this period Chapter V describes the
broader development impacts o f the program, including impacts on future employment and
income Finally. Chapter VI addresses the other impacts o f the CDQ program on the region and
the potential effects if the program were discontinued

Information Sources

The economic description of the western Alaska region in this report is based primarily on
the 1990 U S Census herniation on the CDQ projects and then economic impacts «* based
primarily on material provided by the six CDQ groups These include CDQ applications,
guarterly reports and audited annual reports

Pare |
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II. THE WESTERN ALASKA REGION

The Physical Setting

The Bering Sea is renowned for its matInc productivity and fierce weather The open
ocean waters of the Bering Sea arc home to some o f the greatest fishery resources on earth They
contain vast schools of fish such as pollock and herring. The bottom is home to numerous
commercially caught species of fish and crustaceans including Pacific cod and the famous, and
large, king crab. The rivers emptying into the Bering Sea arc visited yearly by millions of salmon
migrating upstream to spawn Feeding on all of this natural bounty arc numerous species of
marine mammals and sea birds

The open waters ofthe Bering Sea annually freeze as far south as the Pribilof Islands and
Bristol Bay, and even further south along the coast Natural deep draft harbors arc non-existent
north of the Alaska Peninsula due to extreme tides, low terrain and silty bottom The weather has
been described as among the worst on earth, with hurricane force winds, mountainous waves,
freezing spray, and a winter season of short days and long nights.

The Alaskan coast which borders the Bering 5ca is barren and entirely treeless It includes
several thousand miles of coast from the uninhabited tip of the Aleutian Islands to the tiny
community of Wales astride the Bering Straits The landmass varies from volcanic along the
Aleutian Islands to marshy delta at the mouth of the Yukon and Kuskokwim Rivers. Where the
ground is not solid rock, it is often underlain by permanently frozen ground tens or even hundreds

of feet deep.

Natural Resources

There arc limited mineral resources along the coast including deposits of gold, platinum,
and tin Due to the high expense ofoperating in the harsh environment, very little actual mining
occurs There is also the possibility o f major petroleum reserves offshore from the region Due
to the engineering challenges, changing regulations, and high exploration and production costs
these reserves have not been developed, although some exploration wells have been drilled.

The Bering Sea arc is bancn in winter but lush in summer. At that time it possibly
contains more mass of mosquitoes than all other species combined Vast flocks o f waterfowl
migrate north to nest in the marshes and along the rivers and lakes Seabird' nest in the millions
in densely packed rookeries Animals that have hibernated for much of the year lake advantage of
the few summer months to eat a years w-orth of food Large animals such as canbou and whales
migrate back and forth to the rich, pioductive summer grazing grounds Also during the brief
summer, millions o f salmon return to their natal streams and herring to the coastline These are
followed by the numerous fish, mammals and birds that feed on them

Pa* 2
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| lic Western Alaska ECONOMYy

There arc four main regional centers of commerce and population in the region: Dutch
Harbor, King Salmon, Dillingham, and Nome. (Dutch Harbor is not one ofthe CDQ communities
due to its pre-existing involvement in he Bering Sea fisheries.) Much of the economy in King
Salmon and Dillingham is based on seasonal salmon fishing, whereas Nome was originally based
on gold mining. All three function as commercial and transportation hubs. Residents from
outlying communities visit to purchase goods and services not available locally and pass through
on their way to Anchorage and beyond.

While several roads exist in the region, they link only a few ofthe communities. None of
the roads that exist arc connected to any outside ofthe region. Almost all of the towns and
villages arc totally isolated from each other. Access between them is limited to boats in the
summer, snowmachincs in the winter, and planes. The closest CDQ community to a continuous
road system is about 300 air miles front Anchorage and the farthest over 1,200 miles

The reliance on air transportation means that the price of many goods is greatly increased
over other areas of the country. In addition, it is very expensive to travel to Anchorage or even
between communities Wages arc commensurate with these higher costs and therefore costs of
production with local labor arc higher than elsewhere.

The remoteness and isolation ofthe western Alaska region limits employment
opportunities for most residents to those which can be found within their communities.
Commuting out ofthe region or even from smaller communities to regional centers on aregular

basis is prohibitively expensive

The wage economy of western Alaska is concentrated in only a few sectors. Relatively
few locally consumed goods and services arc provided in the region, most goods and services arc
imported There is a high dependence on income from transfer programs such as the Alaska
Permanent Fund Dividend Program and the Alaska Longevity Bonus Program, and Aid for
Families with Dependent Children

The majority of regional employment is with federal, state and local governments. Federal
employees consist primarily of those managing federal lands, providing health care, airport
operations, and military personnel State personnel arc employed primarily in schools, various
state agencies, health care centers, and airport operations Local governments employ
administrators, school workers, utility operators and local public safety officers

A typical small community has limited employment opportunities These might include a
school, post office, local utilities, retail store(s), local government, health aide, public safety
officer, airport agent. National Guard, and local road and airport maintenance Others employed
locally such as school teachers and clerics arc most oflcn from outside the region Larger
communities have more services, retail centers, and government services and therefore more

employment opportunities
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Jobs related to education account for 26% of all regional employment. Each community
has its own school and often it is the main employer in the community. Many times this is
accomplished by sharing one full time position between several households to ensure the
maximum employment opportunities.

U.S. Census Data for the Western Alaska Region

The best available data for describing the population and economy of western Alaska are
from the 1990 U.S. Census, which occurred prior to the start ofthe CDQ program in 1992. As
will be utscussed in Chapter V, the CDQ program has provided significant new employment and
income in some CDQ communities. In addition, economic changes not related to the CDQ
program have occurred in the fishing industry as well as other parts ofthe economy. The 1990
census data arc therefore somewhat out-of-date However, they still provide a reasonable picture
ofgeneral economic conditions in the region. No other detailed up-to-date data exist on the
economy and population of western Alaska in 1995.

Population

There arc 56 communities in the CDQ region ofwestern Alaska As shown in Table I1-1,
these communities had a total population 021,037 in 1990. The combined populations of the
villages represented by individual CDQ groups ranged from as low as 397 for the Aleutian Pribilof
Island Community Development Association to as high as 7621 for the Norton Sound Economic

Development Corporation

Seventy-seven percent of the residents of the CDQ area were Alaska Natives All ofthe
groups have a majority Alaska Native population For three ofthe groups (APICDA, CVFC, and
YDFDA) the Alaska Native population was over ninety percent o f the total

All ofthe CDQ groups have arelatively large share of their population under the age of
sixteen, in the YDFDA more than 40% ofthe population is under sixteen This indicates both a
growing labor force which will require jobs in the future and the relatively larger magnitude o f any
employment increase relative to the working age population

Pine 4
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Labor Force ami Employment

Table 11-2 shows labor force and employment characteristics o f the CDQ group villages.
The civilian labor force is only 59% of the population aged 16-65. Civilian labor force
participation is limited by membership in the military and choice not to participate in the labor

force.

The unemployment rate is defined as the number of persons working divided by the
civilian labor force At the time ofthe census all CDQ groups were experiencing relatively high
levels ofunemployment, ranging from 9% (BBEDC) to 31% (YDFDA). While these high
unemployment rales partly reflect the seasonality of employment opportunities and the timing of
the census in April, they also may show the effects of limited employment opportunities.
Unemployment rates may significantly underestimate true unemployment if workers drop out of
the labor force due to lack of employment opportunities: When people know there are nojobs
available, they stop 'ooking and arc not counted as unemployed

Table 11-2 also shows the types ofjebs held by the residents o f the CDQ areas in 1989.
What is most interesting about this table is the relatively low share of the resident population
working in the industries and occupations associated with fishing. While almost fifteen percent of
the employment in the Aleutian Pribilof and Central Bering Sea regions was in the fisheries
industry, no other region had over five percent in this industry. Only the Central Bering Sea had a
significant share o f employment in manufacturing, which is almost entirely fish processing. While
work in the transportation industry may also be fisheries-relatet, fishing industry employment was
not significant in most ofthe CDQ group areas in 1990. In five ofthe groups Educational
Services and Public Administration were the most important incustrics, indicating the importance
of public sector/government jobs to these regions

Income

Table 11-3 describes the income characteristics o fthe CDQ group communities in 1989.
All ofthese regions had median incomes which were lower than the state median income of
S41,408 in 1989. The median income in the Central Bering Sea area and the Bristol Bay area was
less than ten percent below the state level, but in the Yukon Delta area and the Aleutian Pribilof
area the median income was only slightly greater than halfthe state level The relatively high cost
ofliving in rural Alaska suggests that in real terms, comparing the media- incc nes may actually
underestimate the economic well being of residents in these regions

In 1989 the poverty rate for the state was almost seven percent The poverty rates in all
the CDQ areas except the Central Bering Sea area were at least twice the state rate.

Fire 5
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Social Conditions

In 1990, more than 25% of the people in the 56 CDQ communities lived below the
poverty level. Most residents of wcste n Alaska are Alaska Natives. Many older people speak
English as a second language or not at all Much ofthe housing available in the communities is
substandard and utilities that most U.S. citizens take for granted such as water and phones arc in
short supply. In over half ofthe communities, five gallon buckets or outhouses remain the primary
means o f sewage disposal. In 1990, only thirteen communities (24%) had piped water and sewer
available to at least halfofthe homes The result is poor health conditions, high rates of
infectious diseases, and low living standards

Characteristics of the 56 CDQ Communities in 1989

Total population 21.429
Average community population 390
Native Americans as % ofthe population 78%
Houses with no plumbing 37%
Houses with no phone 29%
Persons below poverty level 25%

Source: 1990 U.S. Census

Western Alaskan communities in general have many of the social ills associated with
poverty and isolation. Many of these communities experience considerable problems with drug
and alcohol abuse Young people suffer from high rates of teen pregnancy and suicide. Prevalent
throughout many communities is a feeling of despair and hopelessness.

Subsistence

Western Alaska residents derive a large part of their food from subsistence hunting,
fishing, and gathering. Based on a subsamplc from the CDQ communities, the average
subsistence harvest is 437 pounds per person The majority of this harvest is fish Pcr*capita
subsistence harvests tend to be largest for residents of smaller communities which have fewer
employment opportunities, very limited access to retail stores, and the highest percentage of
Native inhabitants

Subsistence harvests provide a large portion of the nutritional needs o f western Alaska
residents. At least as important is the cultural and emotional satisfaction that subsistence activities
provide It is not uncommon for western Alaskans to value subsistence harvest participation as a
priority over wage labor. The result is often confusing to persons who do not understand this
tiade-oft’ as employees may take time oflf from wage employment to hunt and fish with their
families whether or not such time is provided
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Salmon and Herring Fisheries

Salmon and herring fishing occurs in many parts of western Alaska. However, with the
notable exception of the Bristol Bay salmon fishery, most local fisheries have a very low average
catch and provide relatively low income to fishermen. Local participation in the larger regional
fisheries has decreased over time and the necessity of a limited entry fishing permit—proliibitivcly
expense in the more lucrative fisheries—has discouraged further entry. Over the past two decades
about 25% of the most valuable salmon fishing permits have migrated out of the region.

In 1992 about 20% of the regional population owned fishing permits or were licensed
crewmen while just over 2% of the people were employed in fish processing. Most fishermen and
the vast majority of processors working in the region reside outside western Alaska. Many local
fishermen have other jobs, often only part-time Since most local residents have few assets, they
lack the means ofacquiring salmon fishing permits. Many locals rely on subsistence hunting and
gathering They must choose between a short intense working season, often at relatively low
wages, or harvesting salmon for winter food.

S™"mc western Alaska salmon fisheries have declined in recent years and some have not
opened, i 1993 even subsistence salmon fishing was closed in some areas
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Tabic IF1: Selected 1990 U.S. Census Data Tor CDQ Communities: Population

Total Population
Pcmrle

65 year* and over
Percentage of Population

Fenele
Native

Under 16 GZear*

year* and over

Source; 1990 U.S. Census. Data provided by Irstrtute of SocraJ and Economic Research,

ALutian .
Pribilof ~ Bristol Noton ~ Yukon
laland Bay Coitrd  Coestd  Sound Delta
Community _Economic ~ BeringSea  Villages ~ Eoonomic _ Fisheries
Development Development  Fishermen™® ~ Fshing  Development Development
Association - Corporation  Association Cooper ve Corporation  Association
307 4719 163 (il 17%
Al 2505 48 305 4104 819
1% 2194 214 2130 1T 81
364 2641 3L ol 0617 1603
1 1463 176 2256 2659 J
JIY 3061 562 3203 4568 il
3 1% 25 k1) 3 8l
51% 54% 64% 53 5% 50%
4% 46% 3% 4% 46% S0
92% 56% 0% %% 4% 91%
3% 3% 23% 39%% Kol 40%
61% 65% 4% 5% 60% 55%
%o R 6% 5% 5%

Totd,
Al



|able 11-2 Selected 1990 U.S. Census Data for CDQ Communities: Employment

Civilian labor force

A1 % of population 16-64
Number of people employed
Number of people unemployed

Employment by Occupation
Executive, Administrative,
and managerial occupation!
Professional ipeciaity occupation!
Technicians and related
support occupation!
Salei Occupations
Administrative support occupation!
includirg clerical
Private household occupations
Protective service occupation!
Service occupations, except
protective and household
Farming, forestry, and
fishing occupations
Precision production, craft,
and repair occupations
Machine operator!, assembler!
and inspectors
Transportation and material
moving occupations
Handlers, equipment cleaners.

Employment by Industry
Agriculture, forestry and fisheries
Mining
Construction
Manufacturing, nondurable goods
Manufacturing, durable goods
Transportation
Communications and other

public utilities
Wholesale trade
Retail trade
Finance, insurance and real estate
Business and repair service
Persona] services
Entertainment and recreation icrvi
Meath services
Educational services
Other professional and
reherd services
Public administration

Sour 1990U S Omni

Aleutian
Pribilof
Island
Community
Development
Association
133
55%
117
16
12%

9%
10%

0%
8%

7%
0%
2%

22%

13%

7%

3%

14%

7%

13%
0%
14%
0%
0%
10%

2%
0%
13%
0%
2%
0%
0%
7%
16%
0%
7%
1%

Bristol
Bay
Economic
Duvelopment
Corporation

1786
38%
1620

166
9%

16%
21%

5%
6%

16%
0%
2%

11%

2%

11%

1%

4%

4%

3%
0%
4%
2%
1%
11%

5%
1%
12%
2%
3%
2%
0%
10%
22%
0%
6%
16%

Central
Bering Sea
Fishermen®s
Association

370
66%
330
40
11%

9%
11%

4%
1%

12%
0%
6%

10%

10%

17%

6%

5%

11%

13%
0%
10%
22%
0%
4%

54
2%
4%
0%
1%
4%
1%
6%
10%
0%
8%
12%

Coastal
Villages
Fishing
Cooperative
1612
50%
1296
316
20%

8%
23%

1%
8%

16%
1%
3%

18%

1%

8%

2%

2%

7%

1%
0%
2%
2%
0%
5%

55
2%
15%
0%
2%
2%
0%
4%
41%
0%
4%
13%

Data provided by nstitute of Social and Economic Research

Norton
Sound

Economic

Yukon
Delta
Fisheries

Development Development

Corporation
3048
67%
2540
508
17%

14%
20%

5%
7%

18%
0%
2%

16%

1%

9%

1%

5%

1%
4%
3%

1%
0%
8%

3%
0%
16%
3%
2%
2%
2%
9%
22%
0%
7%
16%

Association
549
57%
378
171
31%

10%
24%

3%
10%

19%
0%
3%

16%

0%

1%

1%

1%
0%
2%
0%
0%
7%

6 %
3%
18%
1%
1%
1%
1%
5%
38%
0%
3%
14%

Total,
All
cDQ
Groups
7498
59%
6281
1217
16%

12%
20%

4%
7%

16%
0%
2%

14%

1%

2%

2%

5%

2%
2%
3%
2%
0%
8%
0%
4%
1%
14%
2%
2%
2%
1%
8%
25%
0%
5%
1Vj



Tnblc 11-3: Selected 1990 U.S. Census Dntn for CDQ Coinniunitics:

Aleutian
Pribilof
|sland

Community

Developrrent Develo

Total income

Per capitaincome

Total household income
Number of households
Aversge income per household
House old income distribution

$33532

5.9%
5000 0$9,999 13.3%
10,000 to $14 999 17.8%
15,000 to $24,999 14.1%
25,000 t0 $34.999 8.1%
35,000 t0 $49.999 14.8%
0,000 to $74999 16.3%
75,000 to $99.999 h.2%
100,000 to $149,000 4.4%
150,000 or more 0.0%
jan househald income (dollars) —~—~ $23,750
Poverty Status In 1989
Numbér 0 faﬂltes 99
Families in poy
Percent of fammes n %

Source: 1990 U S.

Bristol
bay
Economic

ration

$11545 316 A
$4526806 $72,849438
1% 180

$49,223

0.4%
1.8%

8.
11.9%
11.8%
15.3%
20.1%
106%

o\

pment Fishermen's

Norton
Centrd  Coastdl Sound.
BeringSea  Millages _Eoonomic

Fishi

Income

Yukon
Delta
Fisheries

Development Development
7po Association  Cooperafive  Corporation — Association Ops
$4583 225 $77039,021 $11532.745 $30,048.288 $84.455, 823 $12,049, 776 $2197 878

Sl 5108
$7,926, 81%111 $29, 8311%%% 4, 864 434 $11, 8%6 549 $211, 067 236

Total
Al
CDQ

0% 5786
$92%  $1019  $7 562 8,877 $36.479
5% 151% 0.6% 5.1% 9.6%
00%  16.7% % 12 Iu.I %
0%  141%  105%  146% 11.1%
Wy A0 4% B3% 16.0%
T B0 13% 1% 13.0%
26.1% 08%  160%  148% 14.6%
23.0% 60% 158  102% 144%
11.8% 15% 8.1% 1.7% 70%
5,0% 0.7% 4.3% 3 4.0%
1.2% 0.0% 0.0% 0.0% 0.4%
$002  $l669 115 $119
k) 1091 1641 7 4353
5 418 25 7 069
3% B3I 18/ 242% 2.3%

nsus Data provided by Insttute of Soan and Economic Research,
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IIl. THE COMMUNITY DEVELOPMENT QUOTA PROGRAM

People have harvested the resources of the Bering Sea since it was formed, sometime after
the last ice age and after immigration to the Americas had h 3gun. Until recently, this harvest
occurred almost exclusively along the shores and on rivers. Native people ventured only a short
distance from shore to fish and hunt marine mammals. During the late 1800s whalers plied the
waters and some fishing vessels began making annual trips north shortly thereafter. It was not
until the middle ofthis century that large boats, all foreign, began fishing far offshore.

With the passage ofthe Magnuson Act in 1976 the groundwork was laid for domestic
participation in the fisheries. The Act prioritized access to the resource. Fully domestic
harvesting and processing operations were given first priority, followed by joint ventures
(American vessels fishing for foreign floating processors), and finally foreign vessels. It took a
decade for the domestic fleet to develop to the point that it could play a significant part in the

fishery.

Until the late 1970s, little ofthe harvest from the Bering Sea itself was by Americans.
Instead, foreign fleets from Europe and Asia harvested the fish and processed it aboard large
floating processors. In 1979, only 615 metric tons or .05% ofthe 1.2 million mt Bering Sea
harvest was domestically caught and processed. By 1988, all of the ha vest (2.0 million mt) was
by domestic vessels and 34% o f the processing was conducted domestically. Finally, beginning in
1991, all of the harvest from U.S. waters of the Bering Sea was also processed domestically.
However, most of the fleet is from ports thousands of miles to the south

The swift transition from foreign to domestic fisheries resulted in an overcapitalized fleet.
By the ca ly 1990's, fishing seasons that had previously lasted all year were measured in weeks or
days Vessels traveled north to the fishing grounds fully crewed and processing workers were
typically imported trom areas outside Alaska where wage rates arc lower. The result was that
most ofthe people living in the western Alaska communities on the shores o f the Bering Sea had
no viable means of participating in these fisheries.

CDQ Program Development

The concept of CDQ’s for western Alaskan communities began to be discussed in the mid-
1980s An unsuccessful attempt was made to inject a generic CDQ concept into federal fishery
regulations in 1989 Prior to that, beginning in 1988, the North Pacific Fishery Management
Council, established by Congress to develop management plans, considered CDQ’s for sablefish
longlinc fisheries As part of that plan, an idea of allocating part of the total allowable catch
directly to communities was developed This would allow the community members access to the
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Economic Impacts of llicPollock CDQ Program -Revised Draft 4/95
Chapter 111

resource at their doorstep. It would also remove them from any race for fish and allow them to
participate in the fishery at their own pace.

By 1989, it was apparent that there were too many vessels harvesting pollock. Therefore,
responding to a need to better manage the fishery, the Council began investigations into allocating
pollock harvests between vessels delivering to shorcbascd processors and those processing at-sea.

Finally, the Council decided that CDQ’s could be a viable means o f spurring economic
development in nearby economically depressed coastal communities without greatly impacting the
existing fishing industry. Pollock CDQ’s were added to the pollock allocation process. Large
shorcbascd and offshore trawl vessels, capable of fishing far from land, arc needed to harvest
pollock. None ofthe people along the Bering Sea coast owned such vessels and only a few
communities had port facilities sufficient to handle them. Taken together with the generally poor
economic conditions found throughout the region, the likelihood of local residents being able to
participate in the pollock fishery without assistance seemed negligible. The opportunity to
provide a diversified and stabilizing source of income to local residents and communities was
appealing to many, including the State of Alaska. The debates and decisions necessary to reach a
viable pollock allocation were intense. The CDQ program became an integral component of a
compromise management strategy.

The Secretary of Commerce approved the pollock allocations in early 1992 but the final
regulations implementing CDQ’s were not published until late th d year. The allocation to CDQ
groups was set at 7.5% o f the overall pollock total allowable catch for the Bering Sea and
Aleutian Islands management areas. This would allow the groups the privilege of harvesting a
specific tonnage offish annually, at any time of their choosing.

The allocations were for two years, 1992 end 1993, with reallocations made for the 1994
and 1995 seasons. The rcg itions became effective on November 18, 1992 and were published
in fin. * form on Novembci 3. 1992, at 50 CFR part 675. Corresponding State o f Alaska
emergency regulations were also published in late 1992.

One of the valuable attributes of CDQ’s is the ability to fish for pollock when the open
fisheries arc closed allowing fishing to occur at virtually anytime during the year. Vessels used to
harvest the CDQ allocations may continue to operate when they otherwise would be unable to
cam income from the pollock fishery It also allows the Alaska fishing i mstry the ability to
provide pollock to the marketplace throughout the year which has a positive aficct on
marketshare especially in the domestic marketplace.

Implementation of the CDQ Program
The Secretary o f Commerce delegated much o f the implementation ofthe CDQ program

to the Governor of Alaska using a frameworked application and review process The State was
charged with full review of CDQ proposals and makirg allocation recommendations to the

Pape
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Secretary The Secretary retained overall allocation decision authority, including the authority to
modify an allocation at any time.

As part ofthe Community Development Quota program application process the
Governor’s designees as identified in AS $6 a AC 93.915 establish a schedule for the receipt of
the applications, initial application evaluation, public hearings and final application review. Within
a reasonable time before the beginning ofthe application period, the designees also publish a
notice o fthe CDP application schedule in at least one newspaper ofgeneral circulation in Western
Alaska and one newspaper of general circulation in the state. The state also mails a copy ofthe
notice to eligible communities, The application period will be a minimum of 14 days except as
provided for in AS 86 AAC 93.075 which states the governor can, at his discretion, relax or
reduce the notice requirements if the governor determines that a shortened or less expensive
method of public notice is reasonably designed to reach all interested persons.

The CDQ application is required to contain a description o f the goals and objectives of the
Community Development Plan (CDP), the allocation requested, the length of time necessary to
achieve these goals as well as the number of individuals expected to be employed and a
description o fvocational and educational training programs the CDP will generate. The CDP
should also include a description of the existing fishery related infrastructure and how the CDP
would use or enhance existing harvesting or processing capabilities, support facilities and human
resources. The CDP is also required to include a description of how new capital or equity will be
generated for the applicants fishing or processing operations; a plan and schedule for transition
from reliance on the CDQ to self-sufficiency in fisheries; and a description o f the short and long-
term benefits to the applicant from the allocation.

Upon receipt of the CDP applications the governor’s designees perform an initial
evaluation of the CDP to determine if it is complete and has the necessary information required
under 86AAC 93.025. The designees, staff members ofthe Departments o f Community and
Regional Affairs, Fish and Game, and Commerce and Economic Development, schedule a public
hearing in accordance with fcdcial regulations. The governor’s designees then take into
consideration the CDP application and public testimony and select those applications that they
believe best satisfy the objectives, requirements, and criteria o fthe CDQ program and recommend
those applications to the governor, who in turn evaluates and makes the final recommendation to

the Secretary of Commerce for approval

The initial application process in 1992 occurred during an extremely short time frame. The
ability ofthe eligible villages to organize into CDQ groups, develop a Community Development
Plan and form industry partnerships is a testimony to the determination the people o f western
Alaska to gain the greatest possible benefit from the CDQ program

During the last halfof 1992. communities and fishermen's groups along the Bering Sea
coast began to organize in response to the pending CDQ regulations In order to qualify for a
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CDQ allocation, an organization and its member communities had to meet several criteria. The
major criteria for community qualification consisted of:

Location within 50 nautical miles ofthe Bering Sea

Native village as defined by the Alaska Native Land Claims Settlement Act

Residents conduct over 50% of their current subsistence and commercial fishing effort in
the waters ofthe Bering Sea

No previously developed harvesting or processing capacity sufficient to support
substantial groundfish fisheries participation

A total of 56 communities were eligible and all held meetings to select fishermen
representatives. As the summer drew to a close, the communities coalesced into sue different
applicant organizations. The groupings were self-determined and were based primarily on
geographical proximity and cultural boundaries.

Community Development Quota Groups

Aleutian Pribiloflsland Community Development Association (APIiCDA) 5 communities
Bristol Bay Economic Development Corporation (BBEDC) 13 communities
Central Bering Sea Fishermen's Association (CBSFA) 1 community
Coastal Villages Fishing Cooperative (CYTC) 17 communities
Norton Sound Economic Development Corporation (NSEDC) 15 communities
Yukon Delta Fisheries Development Association (YDFDA) 4 communities

List of CDQ Communities by Group

APICDA Atka, False Pass, Nelson Lagoon. Nikolski. St George

BBEDC

CBSFA
CVFC

NSEDC

YDFDA

Aleknagik, Clark's Point, Dillingham, Egegik, Ekuk, Nlanokotak, Naknek, King
Salmon/Savonoski, Pilot Point/Ugashik, Port Hcidcn, South Naknek, Togiak,
Twin Hills

St. Paul

Chcrfomak, Chcvak, Eck, Goodnews Bay, Hooper Bay, Kipnuk, Konigianak,
Kwigillingok. Mckoryuk, Newtok, Nightmutc, Platinum. Quinhagak, Scammon
Bay. Tooksok Bay. Tuntutuliak. Tununak

Brecvig Mission. Diomcde/Inalik, Elim, Gambcll, Golovin, Koyuk, Nome,
Savoonga, Shaktoolik, St Michael. Stcbbins, Teller, Unalaklect, Wales, White
Mountain

Alakanuk. Emmonak, Kotlik. Sheldon Point
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Membership of each CDQ group is composed of a representative of each member
community - An appropriate governing body from each community joining @ CDQ group had to
elect a representative from the community to the CDQ organization’s Board of Directors. Three-
quarters of the members of each Board were required to be either commerc | or subsistence

fishermen

In order to qualify for a pollock allotment, each CDQ group had to prepare a
comprehensive Community Development Plan (CDP) %pphcatmn for presentation to the
Governor of Alaska and the Se_cretara/ of Commerce The application had to Jescribc the
communities and their economies and lay out the group's specific goals and objectives The plans
had to icqucst specific amounts of pollock, and to describe specifically how the pollock Broceeds
would be utilized, including describing Specific f|sherK development projects that would be
pursued along with measurable milestones. Flnallg, the plans had to demonstrate that the CDQ
group itselfwould be able to continue as a viable business entity after the CDQ program had

ended

Application requirements

The CDQ group's goals and objectives
Employment to be created

Existing fishing reh'ed infrastructure

Business plans o

Business and loan relationships

Presentation of a budget _ _
Sufficient management and technical experience

Industry Partners

A large part of the 1992/93 application process for CDQ groups involved locating and
contracting with an industry partner and developing programs to utilize anticipated CDQ
revenues Each CDQ grouE found it necessary to contract with an established seafood company
to make sure that the pollock would be harvested and processed in an economically efficient
manner  The concept of partnerships with industry participants was perceived as an excellent
vehicle .or joint venture investments It also would facilitate an important transfer of skills and
expertise in the seafood industry to the CDQ groups It was hoped that the industry partners
would contribute greatly to the entry of CDQ communities as successful participants in the Bering
sea fishing industry
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~ When pollock CDQs were imminent, a number of major pollock harvesters and processors
investigated partnerships with potential CDQ reC|P|ents A request for proposals process ensued
in which each CDQ group chose from a variety ot offers Each industry proposal contained a
different mix of payments, training, emfolo&ment opportunities, and assistance with other regional
fishinp business ventures Existing pollock harvesters and processors were interested in the CDQ
program because it gave them an opportunity to continue to operate thtir vessels at a time when
they might otherwise be idle

The industry partners were chosen by the CDQ ?roups_ based on the mix of which most
closely fit the development (f]oals of that ?(roup Each o the six grouPs agreed to a specific price
per metric ton for the use ofCDQ pollock or a base price plus some form of profit sharing

|y the time the 1f*>4/95 a ﬁlication ﬁrocess occuncd, a steep decline in pollock prices
had demonstrated the volatility of the pollock market Several of the groups switched froma

fixed fee to a base price and profit sharing  This was done both to Prowde a higher potential price
to the CDQ groups and to protect the industry partners in the event of a continued pollock market

collapre

CDQ organizations and their industry partners (1992 - 1995):

Aleutian Pribilof Community Development Association ~ Tndcnt Seafoods. In.

{Bristol Bay Economic Development Corporation Oceantrawl, Inc
Central Bering Sea Fishermen's Association American Seafoods Company. Inc
Coastal Villages Fishing Cooperative Golden Age Fisheries

Sorton Sound Economic Development Corporation Glacier Fish Company

Yukon Della Fsheries Development Association Golden Alaska Seafoods, Inc

Pare 1J
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CDQ Allocations

‘The poHock allocations for 1992 and 1993 were made in late 1992. Different amounts
were given to each 8roup based on the number of communities they represented, their expressed
needs, and the soundness of their plans

Approved CDQ Allocations 1992/93 1994/95
APICDA 18% 18%
BBEDC 20% 20%
CBSFA 10% 8%
CVFC 27% 17%
NSEDC 20% 20%
YDFDA 5% 1%

“The 1994 and 1995 lzl(lso_cat_ion process began in early 1993 and the Secretam{] made final
allocations late in the year ASindicated in the above chart, changes were made to the 1991 and

1995 allocations

As stated earlier, the allocation decisions arc based on the CDQ or?anizat_ion’s
Community Development PlanfCDP) and their ability to implement and fulfill their goals. The
allocation process is o f a competitive nature with each group preparing a CDP that would provide
substantial Pam to their communities This was done to ensure the greatest benefit to the

residents ofthe region
CDQ Groups’ Coals & Objectives

Each CDQ %(oup roloosed to use its funds to create; *orc local development
opportunities To this end. all arc using funds for training and education, jobs, and infrastructure
develogment Because of their different geographical locations, existing economic conditions,
and other local employment opportunities, each group developed a different pro%]ram philosophy.
The result has been a blend of investing, training and infrastructure development all aimed at
developing and improving the regional fisheries and overall economies

All but one of the groups declared itselfa non-profit corporation - The one group which
formed a for-profit company entered into a partnership in a factory-trawler  Most of the groups
have since formed auxiliary for*profit corporations to partlcxate in business projects and
activities These include YDFDA's small bo.t fleet, APICDA’s Management Company.
NSEDC's Norton Sound Fish Co, and CVFCa salmon processor More for-profn ventures such
a» these arc bang developed as more development plans arc implemented

Fare |.j
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BY declaring themselves to be non-profit corporations, each group had to seek a ruling
from the Internal Revenue Service as to whether or not these activities and cor_Porate structures
would guahfﬁ The wait for the IRS ruling resulted in an important-side benefit - each group was
required by the State to keep 40% of their revenues in a dedicated tax liability fund
Consequently, during the first year of the CDQ Program the groups were subject to enforced
sa_v!nPs. This allowed them to grow and refine their development plans without over-spending on
initial projects The expenditure and savings pattems of the groups for 1992/93 reflect this

CDQ Group Primary Development Philosophies

Due to the regional idiosyncratic nature of the CDQ groups, each CDQ organization
developed goals and obgecnves_ to meet the both the long and short-term needs of their
communities  As reported earlier, each group has commonalties such as high unemployment, low
living standards and limited economic development opportunltles Mow each region decides to
address these issues is entirely self-determined  The fist of development philosophies below is an
indication of the differing objectives of each group

APICDA -
Create income and infrastructure generating business opportunities for the CDQ group in local

communities and businesses

BBEDC-
Create on investment fund with which to invest in the seafood industry outside local, highly

capitalized fisheries

CBSFA « .
Use CDQ income to leverage local infrastructure development

CVFC -
Invest in ownership of offshore processor and use vertical integration and CDQ allocations to

generate local employment

NSEDC -
Increase participation and profitafinty by residents in regional ftihcncv and imvsi in the scafocd

industry
YDFDA-

Tram community residents as fishermen and fnancc %ritd and gcaj loans and infiauructurc
development

Pa* |S



Economic Impacts of the Pollock CDQ Program *Hot cd Draft 4/%
omp»> 1IN

CDQ Program Monitoring

The CDQ program requires both federal and state oversight - The federal and state
governments have each added staffto respond to monitoring needs  Approximately the
egun_/a_lent ofone federal and three state full-time positions are dedicated Li the CDQ
administration as well as part-time assistance on policy-making decisions by staff from several

agencies

The federal monitoring agency is the National Marine Fisheries Service Federal
responsibilities include daily monitoring o f catch, debriefing o ffishery observers, writing
requlations, and review of the overall program As is the ease m the opcn-aocess fishery, federal
funds support the fishery management and allocation decision making process

~ The State is respomble for the ongoin(f monitoring of each CDQ group s performance,
ensuring compliance with CDQ plans and regulations, providing Professwnal assistance,
renewing quarterly and annual reports, and participating m the allocation decision making
Broc_ess State agencies involved In this process include the Departments o f Community and
egional Affairs. Fish and Game, and Commerce and Economic Development The State
requires quartertv reports, conducts several meetings with each group annually, requires annual
audit and compliance reports, and retains the nght to conduct an internal audit and review of any

CDQ group's accounts at any time

CtH> Fisheries Monitoring

~AQ at-sea processors m the open access P]COOCi fisheries arc required to carry a sing\le
authorized government observer However, with the necessity of accurate accountmg for all
harvests to the pound, new methods were required  The CDQ orgam/siwm were attuned to this
especially tn terms o bvcatch o f tpcocsnich as saimon and hemngr These spcocs are cmportara
to western Alaskans for both commercial and tubstsicnce ftihmg Therefore, the mductry partners
and CDQ groups voluntarily rmtrtutcd new montfonag ivucrm ~ They began using (wo observers
on each processing vessel so that the trawls could be observed around (hr .lock Abo. they
began impknscntmg methods to \vdumctrxaty measure afl harvest  The i icihods deternaned by
the North Pacific Fishery Management Council may be used as a baus for momtormg programs
currently under consideration for the rest o fthe mduttrv
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IV. OVERVIEW OF CDQ CROUPS AND ACTIVITIES

This chapter provides a briefoverview of each CDQ group and the activities that it
has undertaken to date

~Table IV-1 provides an overview of all activities of the six CDQ groups Activities
listed in bold type arc actually underway Activities listed in italics arc tn a development
or planmn%stage Activities listed tn parentheses are potential projects which have been
suggested by ike CDQ groups in their Community Development Plans or other

documents

Tabic IV- 1
CDQ Organisations APICDA BBEDC CBSFA CVFC NSEDC YDFDA

PROJECT TYPE
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Activities arc listed in thirteen different categories. Ail groups arc involved in
some categories, including administration, training, emﬂloyme_nt and scholarship forograms
In contrast, only some groups arc involved in IFQ" purchases, infrastructure development,
fisheries development and equity investments

o fh)remainderofthis chapter provides a more detailed description of the goals and
activities of each group.

ALEUTIAN PRIBILOF ISLAND COMMUNITY DEVELOPMENT ASSOCIATION

The Aleutian Pnbilof Islarv; Community Development Association (APICDA)
represents the five communities of Atka, False Pass, Nelson Lagoon. Nikolski and St.
George Their industry partner is Tndent Seafoods, Inc APICDA received 18% of the
total CDQ pollock allocation in 1992 - 1995

Goals
According to the Community Development Plan submitted by APICDA, the major

goals of APICDA are as follows

1 Provide capital for construction and investment to facilitate community
participation In Bering Sea/Aleutian Islands fisheries  APICDA plans to
acquire and conserve caﬁnal to avail itsdfof investment opportunities while at the
same time be aware of the overcapitalization of the fishing industry When making
investments, APICDA must review a variety o ffactors to property gauge the value
of the opportunity

2 Provide and promote employment and educational opportunities for local
residents in all aspects of the Bering Sea Aleutian islands ftsberies. APICDA
member communities are strategically located in the Aleutian Island/Bering Sea
region  As the economic health o the industry deteriorates, and fishing seasons
become shorter and shorter, the location of support services becomes more and
more important to the tndustry Local infrastructure such as harbors and docks arc
necessary to provide support services APICDA will stnvc to provide
infrastructure development to all member communities

3. To beeome a self-sustaining entity that will roster continued development,
part|C|Pat|0n and stability for the regions romraunitie xml their residents. In
the APICDA communities, there is no more va oaMc right than access to the right
to fish commercially To the extent that local residents do not icease IFQs.

and or to the extent that the accompanying CDQ pro?rams for halibut an

sablefish are m-ifliocnt to meet the harvest needs of local residents, APICDA
Plans to participate in programs designed to assist local residents in acquiring

FQs

Parr 1V
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CDQ Group Management/Administration

APICDA’s hoard of directors employs the firm or Pacific Associates for the daily
management of the organization Pacific Associates offices arc located in Juneau,
Alaska  APICDA also employs community liaison officers to disseminate
information throughout their communities. Management and policy decisions arc
made by the Board ar.J carried out by Pacific Associates, their harvesting partner
and subsidiary corporations

Other CDQ Activities

OfTshore Employment - Trident/Starbound oflers a preferential hire program for
residents ofthe APICDA area  They also provide training when needed and arc
investigating the establishment of a shorcsidc training program.

Training and Educational Program -Al ICDA’s trainin% program strives to provide
meamn%ful employment and training opportunities by ensuring that all residents of
APICDA communities fully understand the program APICDA docs this through
employment of community liaison officers in each community.

Product Diversification Program -The product diversification program constitutes a
major commitment to work with Trident and Starbound to develop new and
expanded product forms from saimon

APICDA Joint Ventures - Atka Pride Seafoods - APICDA formed ajoint venture
Partnershm with Atka Fishermen’s Association to upgrade the existing processing
acility and operate the processing plant as Atka Pride Seafoods

APICDA iManagement Corporation - AMC holds all wholly owned subsidiaries of
APICDA. - Atka Floating Dock -APICDA has constructed a small floating dock
to serve the need, ofthe community until a larger, permanent dock can be
i:ons|truct(jed AMC also owns three"32* longline vessels which arc operated by-
ocal residents

False Pass Dock Improvement «APICDA allocated funds to install sewer and water
services to the dock

St. George Dredge - APICDA provided SI 2milhon to match the S3 3million of state
funds to dredge the St George Harbor  APICDA views this as an economic

investment since APICDA will participate in subsequent econom. *activity

St. George Dock -APICDA has allocated almost a million dollar_s_durinﬁ <Ghfor the
design and construction of a dock in St George  This facility will be owned by

Parc 10
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APICDA Management Corporation and will be located on land APICDA leased
from the City of St. George as a quid pro quo exchange for APICDA's earlier
contribution toward the completion ofthe Zapadni Bay dredging project

Loan Guarantee Program - APICDA has plans to provide an IFQ loan guarantee
program to assist local residents in purchasing halibut and sablefish quota shares.

Nelson Lagoon Dock - The Nelson Lagoon Dock project continues on schedule,
construction is expected to begin in the spring of 1995.

BRISTOL BAY ECONOMIC DEVELOPMENT CORPORATION
Bristol Bay Economic Development Corporation (BBEDC) represents the thirteen
communities of Aleknagik, Clark’s Point, Dillingham, Egegik, Ekuk, Manokotak, Naknek,

King Salmon, South Naknek, Togiak, Twin Hills, Pilot Point, Ugashik and Port Hcidcn.
Their industry partner is Occantrawl, Inc. BBEDC received 20% of the total CDQ

pollock allocation in 1992-1995

According to the Community Development Plan submitted by BBEDC, the major
goals of BBEDC arc as follows:

Long range goals:
1 Increase and improve the quality of employment opportunities.

2 Develop long term employment opportunities and job diversification by funding
vocational and academic scholarships

3 Strengthen and expand the region’s fisheries industry

Specific (ioals

Al Provide a self-sustaining basis for community development and
employment

A2  Employment for the region’s residents

A3 Prc idc training and education to residents appropriate to developing new
employment opportunities

Page 2
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A4 Develop a regional fishery's development plan that anticipates changes in
North Pacific fisheries.

A5  Provide for infrastructure development based on new economic
development.

A6 Develop atimely method for getting information about the corporation and
its programs out to the region and interested public.

A7 Develop and maintain an efficient and cost effective staffand internal
administrative and management procedures.

A8 Maintain an effective and efficient Board of Directors.

CDQ Group Management/Administration

The Bristol Bay Economic Development Corporation offices arc located in
Dillingham, Alaska. Employment at BBEDC consists of an executive director, an
office manager and secretary. Various consultant services arc contracted as

needed.
Other CDQ Activities

Offshore Employment Program - BBEDC works closely v.‘ h their industry partner,
Occantrawl, to place their people on factory trawlers as entry level workers and
encourages upward mobility.

Permit Stabilization Program - BBEDC has dev .-loped a permit brokerage business as
an independent broker with P< nit Masters. Permit Masters, Ltd. in Seattle is an
established and reputable broker offishing permits. The objective is to retain
limited entry permits within the community when an individual is forced to sell
his/her permit for various reasons.

Training and Scholarship Program - The training program has altered from the original
1993 CDP Factory trawler training at a vocational school has decreased due to
the fact that Occantrawl! prefers to do their own training BBEDC is concentrating
on basic vocational training to develop human resources in a broad and diverse
context BBEDC is also working with industry and government to develop an
observer training program for the region

Alaska Seafood Investment Fund - BBEDC lias established the Alaska Seafood
Investment Fund (ASIF) to make investments in Alaskan seafood businesses
These investments will be made outside of Bristol Bay's fully developed sockcyc
salmon and herring fisheries

Page 2
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CENTRAL BERING SEA FISHERMEN'S ASSOCIATION

Central Bering Sea Fishermen’s Association (CBSFA) represents the community
of St. Paul. CBSFA was allocated 10% of the total pollock CDQ allocation for the
1992/93 season and 8% for the 1994/95 season.

According to the goals of CBSFA’s Community Development Plan, the major
development goals are as follows:

1 Develop for St. Paul Island a stable, self-sufficient, enduring and diversified
economy not based on the harvest of furs seals, as directed by the Fur Seal Act

Amendment of 1983.

2. Develop an appropriate locally based, locally owned, Bering Sea fishing fleet,
to contribute community economic benefits and stability, key participation in local
fishery business infrastructure, and safe and efficient harvest of local commercially

valuable species.

3. Establish and maintain local access to Bering Sea resources as a key component
in establishment and maintenance o f an economy for St. Paul Island.

4. Establish Aleut participation and CBSFA participation in management and
preservation of a Bering Sea ecosystem that supports rational use of renewable
Bering Sea resources for the benefit of all persons.

5. Convert and merge a successful community fishery development plan and CDQ
guota with the NPFMC fishery rationalization plan.

CDQ Grn.ip Management/Administration

Central Bering Sea Fishermen’s Association is managed by the President of the
board of directors who acts as the executive director of CBSFA. CBSFA’s main
office is located in Anchorage, with another office in St. Paul. CBSFA stafTis
mainly comprised of St. Paul residents, with consultants contracted on a part-time

basis
Other CDQ Activities

St. Paul Harbor Dredge - CBSFA along with the State o f Alaska has committed funds
for the dredge ofthe St. Paul Harbor This project has an expected completion
date of Spring 1995.
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Temporary Marine Facilities - A small dotK will be constructed upon completion of the
harbor dredge. The dock has been designed and materials purchased, howe ver
construction is on hold pending completion of the dredge.

Scholarship Program - CBSFA has dedicated funds to a scholarship fund for St. Paul
Island students accepted to institutions o f higher education.

Vocational Training - CBSFA makes funds available for St. Paul Island Aleuts tc obtain
vocational or technical training in any field related to development of a fishery

economy on St. Paul Island.

Fishery Employment - CBSFA will provide meaningful employment for the Aleut
population of St. Paul Island. Jobs will be generated in commercial fishing
operations, seafood processing, resource management and other fishery
management and service related employment opportunities.

Vessel Loan Program - CBSFA loans up to 1/3 ofthe value of a vessel at reduced
interest rates for locally qualified applicants who arc successful in obtaining
traditional financing for the remaining 2/3.

Gear Loan Program - CBSFA provides 100% financing for local fishermen at recuced
interest rates to finance fishing gear for locally owned fishing vessels.

Test Fishery Project - CBSFA chartered a Bering Sea fishing vessel to test fish waters
around St. Paul Island using a variety o f small vessel pot gear to determine future

fishery development.

Equity Investment in LongIn. /esscl - CBSFA has purchased ownership interest in the
FA'Zolotoi.

Impact Fund - CBSFA has established an impact fund available for social, recreational
and cultural impacts.
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COASTAL VILLAGES FISHING COOPERATIVE

The Coastal Villages Fishing Cooperative (CVFC) represents the communities of
Cherfomak, Chcvak, Eek, Goodnews Bay, Hooper Bay, Kipnuk, Konigianak,
Kwigillingok, Mekoryuk, Newtok, Nightmute, Platinum, Quinhagak, Scammon Bay,
Tooksok Bay, Tuntutuliak, and Tununak. CVFC received 27% of the total pollock CDQ
allocation during 1992 - 1995,

The Community Development Plan submitted by CVFC identifies the following
major deve’opment goals:

1 Through the CDQ program, to develop a self-sustaining, self-sufficient fisheries
economy in the CVFC region.

2. Develop the technical and managerial potential of CVFC members to own and
operate a diversified fishing company through a*“ career track” program.

3. Provide jobs and expand employment opportunities for the residents of CVFC
member villages.

4. Accumulate capital for Coastal Village region fisheries infrastructure
development through:
Profit distributions from CVFC/Golden Age Fishcries(GAF) owned vessels
Employment on CVFC/GAF owned vessels in the CDQ fisheries or others
Employment on all other GAF owned vessels in all fisheries
Identification and development of new local fisheries resulting from
nearshore trawl survey
Increase employment in local fisheries
Increased ownership of local fisheries
Expanded markets for local fisheries
Higher prices for products from the local fisheries through competition
improved quality control and product development
Higher prices for products through sales and marketing which emphasize
the superior quality of CVFC region products

5. Invest capital in new ventures to further develop the Coastal Villages region.
6. Establish CVFC ownership in onshore processing facilities (for value-added

production) and off-shore harvesting and processing capacity (factory trawlers,
longlincr, crab and processing vessels) capable of fishing in nearshore and offshore

fisheries.

7 Provide markets for local salmon and herring fisheries.
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CDQ Group Management/Administration

The Coastal Villages Fishing Cooperative, organized as afor-pro/it
cooperative corporation, made a conscious decision to remain relatively small and
lean during it early development. The cooperative employs four individuals: one
each located at offices in Chcvak, Bethel, Tooksok Bay r.d the executive director

in Juneau.
Other CDQ Activities

Resident Employment Program - CVFC has an employment coordinator who actively
recruits CVFC residents for employment and internship opportunities especially
with Golden Alaska Fisheries ventures.

Scholarship Fund - CVFC and GAF created the Coastal Villages Scholarship Fund
through the contribution by CVFC and GAF joint ventures of 5% of their profits.
The fund has been incorporated as a non-profit corporation under the State of
Alaska and awards scholarship grants or loans.

Coastal Village Fisheries - CVF is the first major locally owned salmon operation on the
Kuskokwim nvcr. This venture became operational in 1993. Due to poor salmon

returns, CVF did not operate in 1994.

Imnrpigamiut Partnership - A fundamental part of CVFC’s CDP is the 50% ownership
in the F/T Brown’s Point with its partner, Golden Age Fisheries. This vessel
provides CVFC with direct access to the Bering Sea groundfish resources as well
as a platform for processing value-added salmon products. Tliis also allows for
training of CVFC residents aboard their own vessel.

*agc it
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NORTON SOUND ECONOMIC DEVELOPMENT CORPORATION

The Norton Sound Economic Development Corporation (NSEDC) represents the
villages of Brevig Mission, Diomcdc/Inalik, Elim, Gambcll, Golovin, Koyuk, Nome,
Savoonga, Shaktoolik, St. Michael, Stebbins, Teller, Unalakicct, Wales and White
Mountain. NSEDC was allocated 20% of the total CDQ pollock allocation in 1992 -

1995.
According to the Community Development Plan submitted by NSEDC, the

major goals of NSEDC arc as follows:

1 Employment continues to be the top priority for the 94/95 program for the
Bering Strait region. Increased employment and the resulting income arc the
prime objectives behind each of the programs described in the CDP. Whether the
employment isjobs in shoresidc fish plants, on floating processors, on fishing boats
in existing or new fisheries, in office work etc., NSEDC is committed to this

program

2. Self-Sustaining Fisheries Development.
Another priority is that NSEDC's activities and programs be able to stand alone.
NSEDC was established as a permanent regional economic development force for

the future.

3. Education and Training
One ofthe biggest components ofthe NSEDC CDP continues to be education and

training. These goals are addressed through NSEDC'’s training, education and
employment program, and the endowment fund

4. Retention/Addition of Locally Held Permits

The ability to participate in many nearshore fisheries has traditionally depended on
who owns the limitcd-cntry permits. One of the disadvantages o f the transferable
permits is that the ownership ofthe right to fish in regional watt * may be sold or
awarded to a party outside of the community, meaning that some o f the economic
value ofthe fishery is not captured locally. NSEDC will provide local fishermen
with loan funds to purchase limited entry permits and IFQ’s

5 Fisheries Rehabilitation and Enhancement
NSEDC intends to increase economic returns by rehabilitating or enhancing

salmon runs in the Bering Strait region.

6. Provision of Value to State and Local Government

NSEDC believes that as in shore-based fisheries, CDQ operations should help pay
for state costs related to establishing and implementing the CDQ program The
passage of a stale landing tax by the Alaska legislature in 1993 accomplished this

goal
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CDQ Management/Administration
The Norton Sound Economic Development Corporation is organized as a tax-
exempt not-for-profit corporation NSEDC manages their CDQ program witli an
executive director, located in their Elim headquarters, and local staff personnel in
various locations. NSEDC has five advisory committees which hold periodic
meetings to review CDQ program activities. Consultants arc contracted as

needed.

Other CDQ Activities

Resident Employment Program - NSEDC has set near-term goals for hiring local people
to work in the Bering Sea fishing industry in jobs that will directly result from
CDQ fishing operations GFC hires residents o f the Bering Strait region on a
preferential basis for CDQ operations and any other fisheries related to GFC and

NSEDC

Education Endowment Fund - Nsebc provides scholarships to qualified students in the
region to obtain advanced or continuing, technical and vocational, and/or a college
education GAF contributes to the scholarship fund to assist residents attending
college to obtain an education in a fisheries related field

Revolving L0aN Program - NSEDC has established a revolving loan program to provide
capital at reasonable interest rates to fishermen throughout the region to help
support commercial fishing activities This includes 1) vessel upgrade loans, 2)
herring and salmon gear loans, 3) crab and halibut gear loans, and 4) permit loans

Norton Sound Crab Company - The Norton Sound Crab Company operates as a crab,
salmon and bait processing facility in Nome Recently, a smoker was installed to
process a value-added product as part of their long-term diversification strategy

Norton Sound Fish Company - NSEDC made an equity investment in ajoint venture
with Glacier Fish Company (GFC) to acquire and operate a frcczcr/longlincr
vessel The F/V Norton Sound became fully operational in 1995

Unalaklert Processing Plant - The Village Council of Unalaklcct received a grant to
revitalize the fish processing plant in Unalaklcct

Salmon and Herring Marketing Program - NSEDC his organized salmon and herring
buying/processing operations and will conduct additional markci research for
various products from the Norton Sound fisheries
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Koytik Ice Delivery sttem - In 1993, NSIIDC allocated fui *sto purchase and ship an
ice machine to Koyuk as part ofa project to develop an ice delivery sysicm to
support Norton Bay salmon fisheries

Savoonga_ |ce Delivery System - Ihc City of Savoonga received funds from NSEDC to
uild an ice delivery sysicm to support the developing commercial halibut fishery.

Shaktoolik Processing Plant « The City of Shaktoolik was allocated funds to make
repairs to their fish plant to support the salmon fishery

Salmon Rehabilitation and Enhancement Program e The salmon restorationand
enhancement program includes three components: |) comprehensive planning with
substantial local involvement, 2) resource inventory and BS)a development fund to

finance future site-specific projects

St. ljiwrence Island Halibut Fishery « In 1993, NSEDC established a commercial
halibut fishery at St Lawrence Islam'  This work included successful efforts to
change International Pacific Halibut Commission (IPH (") regulations to establish
an experimental fishery in area 4D

YUKON DELTA risHeriES DEVELOPMENT ASSOCIATION

Yukon Delta Fisheries Development Association (YDFDA) represents the
communities of Alakanuk, Emmonak, Kotiik and Sheldon Point YDFDA r ervtd 5% of
the CDQ Eollock allocation in 1992-1993 and 7% of the total pollock CDQ allocation in

1994-199

Accordin? to the Community Development Plan submitted by YDFDA, the map*
development goals are as follows

1 Stabilize, enhance, and diversify the economy of the Lower Yukon River Ddta
region by participating in the Henng Sea goundfish industry

2 Maximize the social and econonac benefits to the lower Yukon River Delta
region from the harvesting and processing of Bering Sea fisheries

3 Safeguard the benefits achieved in Objective | and 2 through responsible
participation ina range of Bering Sea resource management tmtmmons
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CDQ Management/Administration

The Yukon Delta Fishermen's Association is orginixed as a not-for-profit
corporation created expressly to develop the econom%of the Yukon Delta region
YDFDA currently has their main office In Seattle, with Golden Alaska Seafoods,
and employs an executive director, office manager and accountant YDFDA also
maintains an office in Seward to he near the Alaska Vocational and Technical
Education Center, which is conducting much of their industry and boat budding

training
Other CDQ Activities

Fisher) Employment Program - The employment objectives of the employment program
are to provide on-the-job training and experience m offshore fisheries to
community residents and provide immediate employment and mcome-earrung
opportunities to these residents

Comprehensive Training Program - YDFDA wil strive to assure that I_z_ an
appropriately skilled native workforce is avatlaldc for *U opportunities created tn
the CDQ enterprises and 2) provide techracal knowledge to the native workforce
to assure that qualifications arc developed to enable them to move into hrgh paving

tensor positions

| tploraiory Fishin% Research « The exploratory fishina research program conducts
research on the dtfinbution. appropriate ?e_ar, and preferred ftthmg methods
tunable for commutatv-batcd cnmmcroal fisfang m the cartcrn Dermg Sea

Yukon Delta FHh Marketing Cooperative - YDFDA loaned funds to the Yukon Delta
Fish Marketing Cooperative to provide matching funds for a federal liteneeal
Devxiopmenl Assistance pant of $690,000  The money wiB be used to upgrade
and expand cutting procermg faohtics fcmmoaak

Yokoo Della Fnhersrs. Inc. « The nufor component to YDFDA *CDf is the
rxiaNxihment of a tmaflmuki fishm hoat fleet YDFDA anrmh has sat. thety-
two {oot alunanura boats and two larger m id * filling several spcocs. an! two
malt 122¢ hoats arcbug Kwk at AVIT.Ca Scwar]
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V. ECONOMIC IMPACTS OF THE CDQ PROGRAM

Thit chapter eunnet the economic impact* of the CDQ program, narrowly defined a*
change* in employment and income attributable to the CDQ program  The following chapter will
look at the broader and more diflkult question of the contribution o f the CDQ program to
"ccooorme development *

Direct Employment and Incamt Impacts of the CDQ Program

Table V- summarocs the "Number Workin%.* "Total Wage*" and "Work Hours"
tnformation reported for all CDQ group reported m the quarterly report*  The table shows the
information reported for each quarter at wtfl as annua) average "Number Working" (the total for
the four quarters droded by four) and total annual wages Inthe dncutwoe below, a t use the
term “¥obs"mglaceof"numberworkmg “ The annu asvra?e number wurfcangon CDQ group
projects was 17) m 199) and 117 tn 1994 The bghcst quarters number working wale?mthe
thud quarter of 199) and %<& in the (had quarter of 1994

Total wage* for al CDQ yobs were 12 5 nafeon m 199) and S4 2 nsfconm 1994 Total
wages <fo«kd by the number working (a rough nm u r of average aanutJ aacume prr CDQ yob)
wsi)|4 t thousand m 199) and S 1) 4 thousand m 1991

A*showna Figure V*. m 1991 CDQ w usyraw and d — unrma scttuMal for 10
pmne of 1994 yobsand 19 pmrne of wwget M od htntw ré] and pw rw rg aocouatad fo,
11 prrcem ofyob* and 26 percent ofwages Sibnnn. bating and hahfcm fofeeres xtcm trd for
)2 OYertew ofyobsand 19 pcttce* of wages Other empfcnswwt actoumcd for 40 percent of yobs
and k yotrcr ofwares
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Otary
Table V-I: CDQ Employment and Wafts: All CDQ Groups
Quarto Annual Ama*c/r«Xal*|

tafl "Tstr* to CM»Vt oM 95-2 9)J OM 94.1 A2 94) A4 1993 194
*Mktof W«fiMt

MwffwnUAdatiSi*r*i+t 21 25 25 21 )6 41 41 4] 24 40
ntorrA«ia»uec«t 120 a4 50 67 117 5) 0 24 70 71
Jtotar.ltonaf AlUbW (0] no 122 (0] (0] 217 276 (0] 51 123
u » 1

OdalapiMMil 1) 21 1 51 6) 1)) Js4 It 21 152
Tanl 154 tn 21) 126 216 444 761 125 173 387
T«Ula af** Ik ft)

1 Umawaawr/Ai>nmLiisxeri»* iw.no 1)9*70 142JT?: 2012)5 220500 2*5516 259.0J2 240.741 593506 1,005,816
COQtetatjuuMd Mtjwt 1)2.110 245.9)) 516.140 643.576 161754 J5U69 152549 1.341.320 1,355,148
M m IImwf4 ItafaM- 0 26.447 11.477 0 O 2loan 719J0J 0 41.924 1.000.103
PsUons

C te baytown* 150*4* 51779 W.7W 2*7.401 241,062 277Mi 769.149 521.015 5)0.740 1,811.399
Tam O0MJ5 \v>m W.tM 7%6,979 1.146.1)1 945J061 2.16M95 9l4.)K2 2.507.490 5.172.466
T™M*1 Mk Uh

54au*rvm«tAAaeae\WsCni Mo «07) (214 7) 0 6125 6964 6)11 5599 24.990 24.9%9
CDONOVI fUtenl $m KOi 4*19 4719 H M JIM 590) 6)56 19.04 19.017
Mom*, ltom* A IhMm HitiU ! 127 972 2159 723 8,114
(Mababpat inaa t*u N7 16)2 nil 2on 217) t»>M 25.571 11.917

In 1 174* 2111 6262 5)06 2124

2IVO 715 14.515 13.383
tarn CDQOnwpQtortot) Rrpacti

RHalhr I enplotenrol and lacornr Impact* of the CDQ Profmm

Ancntnx* ofthe retain* impactt of the CDQ pro%am nuv be gamed by comparing
employment and income generated by (be CDQ program «tfb employment and income reported
bythe 1990US Comaendtta gtom 19t9  Not* that (be cctuu* mc*ium emplo%me_nt ai the
tan* the cretu* wa* taU® (Apnl 1990) rrher than aomd average employment ~ Thali ihc ccrnui
tE ftoiw w data are nr* Meeturth repmematne of annual average emgloyment tn 1959
Ikrnem. ibe cenwa doe* j*erode a meniure of total w u il mcome m 1919
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Relative Employment Impacts

The top two rows of Table V-2 show two different measures of employment in Apnl
1989; total employment and “basic employment" " Basic" employment refers to employment in
the following private sector basic
Tt industries

a foooncReportod By JAOUS Ceam (%V)\% Agriculture, forestry* and fisheries

_ o)1l Mining
Tlaoc* crapJonxsi a 1919 /9 Construction
Manufacturing, nondurable goods
gl )187; Manufacturing, durable goods
ﬁ&h@amer 7%1 Basic industries usually Ci)roduce
D%mpl«maMatHo 19top goods or services for sale outsi eareqlon
ama’c m  and usually represent the foundation o

amtic

1ot
2l

region's economy  Other industries, such
IUt%eF QH as transportation, communications, trade,
and services are usually considered
JH

Q cra#]m? 2t Hof Taut* rip "support” industries, in that they provide
awtp f7|—| goodsorserwcesfor sale within a region
199 nggg% abvr%ﬂ )IH gnd arc Otlin\{en bylmcomie |rodkucedmthe
asic industries In rural Alaska
T%Ulta?w a9l (btarant) S19.70M1 Povernment often provides much of the
C «fet oundation that basic industries might

fS)Jng provide in other, more developed regions

C lﬁ‘t C 1914
@««roaérslw ﬂv As can be teen in Table V-2, basic

«*«*at Hat 1919 employment tends to be much tower than
total employment in most CDQ regions-although the census may have understated basic

employment because fishing and mining activities are concentrated during the summer months

The mlddle rows of Table V-2 compare these census employment data with four measures
0f CDQ employment

1993 average number employed
1994 average number cmpkned
1993 highest quincr for number employed
1994 highest quarter for number employed

Par* It
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Average 1993 CDQ job* were 3% of 1989 employment, and average 1994 CDQ job*
were 6% of 1989 employment CDQ LOb'S in the highest quarter (the thud quarter) of 1993 were
6H of 1989 employment, and CDQ jobs in the highest quarter (the third quarter) of 1994 were
12% ofCDQ employment

CDQ jobs were much higher at a percentage of 1959 "basic employment " For example,
average CDQ job* in 1994 wecrc 57 percent of total "basic" employment in 1989 For some CDQ
groups the CDQ program represented more than a doubling o f tofal “basic" empllogment
compared with that reported in the %g@ census Put differently, although CDQ jobs appear to
represent a relatively small share of U"aljobs in the CDQ region, they represent a very substantial
increase in “hasic" employment

Relative Income Imparts

The bottom rows of Table V-2 compare CDQ wages with total annual income in 1989 for
each of the CDQgrQupareas_ For the CDQ region as a whole, 1993 CDQ wages and benefits
represented a | 15 increase in income compared with 1989. while 1994 CDQ wages and benefits
represented a 2 4% increase tn income

Indirect Employment and Income Effects

Some o fthe income eamed m CDQ jobs, as well as spending for supplies and services in
support 0fCDQ projects, passes through local merchants, service providers, and others before the
money ‘leaks’ out of the tegson for imports  The additional employment and income generated in
this way is referred to as “indirect" economic impacts In an area such as western Alaska, where
very few goods and services are provided Iocallr, maney leaks out of the region relatively quickly
For example, a 1987 report by the Lmtrwty of Alaska’s Institute of Social and Economic
Research estimated that each dollar of income generated m commercial fishmg in southwest
Alaska generates an additional 24 cents ofincome wnhm the regionl

it is impossible to ctiimaic precisely the indirect employment and income impacts of the
CDAQ region, but it is reasonable to assume that they are smaller than the direct impacts-probabl>
about half the magnitude or less Nevertheless, every extra contribution to Ulobs and mcorr? helps,
and these additional impacts of the CDQ program should not be overlooke

'SUnho. tScraun «4 Terrs* Holt. 1u tm AittA* #teimam Imutwc <fSoul m i
ftONMMc h nrtk UvtS W | fuflr 44
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Data Sourer*

~ The CDQ employment and income data ate demtd from quarterly report* provided by the
six CDQ group* to the Alaska Department of Community and Regional Affair* (DCRA) For
cadi ofthe eight quarter* in 1993 and 1994, each of the nx groups ha* .re_Pared a Quarterly
Activity Report for DCRA  Among other information, thequarterly activity reports include
summary employment tables providing information on four kinds o f employment

Management/Admuucration Employment

CDQ Pollock-Related Em_Bloym_enI _

Salmon. Herring, and Haliout Fishing/Processing Employment
Other Employment

For each of these kinds of employment, the following information is provided

Number of CDQ region resident* working
Total wages and benefit* earned by CDQ region resident*
Total work days worked by CDQ region residents (not reported by some CDQ groups)

. fhe data reported by the CDQ group* arc not necessarily perfect for assessing the precise
contribution ofthe CPQ program to employment and income in'westem Alaska  For example,
tome jobs arc part-time or seasonal, or involve matchm? fundi or joint ventures with non-CDQ
orgarunttons However, the data represent the only detailed source of informationon
employment and income generated by the CDQ program  A* long as the limitations described
above are kept in mmd. and it is reco?nue_d that actual employment and income impacts may be
somewhat lower or higher than reported, it is reasonable to use these data to gain a general sense

0f the econotmc impacts ofthe CDQ program to date
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VI. OTHER IMPACTS OF THE COMMUNITY DEVELOPMENT PROGRAM

Infrastructure Development

~ Amajor goal of many ofthe CDQ groups was to develop infrastructure within the
region that would make possible greater E)arnupan_on in the fishing industry. Substantial
progress has been made towards this goal  Major infrastructure projects which have been
completed or arc underway include

1) Dock facilities in Atka, Nelson Lagoon, False Pass and Nome,
2] Harbor improvements in St. Ge.rgc and St Paul.

3) lee Delivery SP/st_e_ms in Savoonga and Koyuk,

4) Gear Storage facilities in False Pass

Each of these infrastructure developments provide benefits to the region asa
whole as well as the entire fishing industry. However, the exact economic impacts are
diflicult to measure at this time Additional infrastructure is needed in many communities
and there are several projects in the development stage:

1) Dack and small boat harbor in St Paul

2) Boat ramp in Nikolski

3) Large dock facility in Atka _

4) Additional buying stations in Golovin and Moses Pt

Without additional CDQ funds from the continuation of the pollock CDQ
program, the future of these projects is uncertain  The level of infrastructure development
In Western Alaska is minimal, thus one of the reasons for the CDQ program It is
unreasonable to expect two years worth ofactlwtr sufficient to bring an area as large and
diverse as the westem coastal region up to current development standards The gains to
date represent 61% of the projects identified in the Community Development Plans as
necelssadry to achieve the identified goals This is remarkable given the short time frame
involve

Several other projects have been identified as necessary infrastructure for the
developmentofevenahmﬂed_ﬂshma_econom However with the future of the pollock
CDQ program unpredictable, it is difficult to draft a dev lopment strategy A complete
list of proposed infrastructure development projects was presented in chapter four

_ Apart from the physical infrastructure needs of the community, equally important
is the business infrastructure such as developed markets and management expertise
neensary for the successful operation ofa business The Community Development Quota
Program has invested lieavily In this type of infrastructure development through the
echnology transfers which exists between the CDQ groups and then industry partners

Page ko
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The CDQ organizations work closely with their pollock partners in several aspects
of the fishing industry. Several organizations have intents within their offices aswell as
providing expertise to the CDQ organizations staff and hoard members when needed. It is
through this process that the knowledge necessary for the successful participation within
the Bering Sea fishery is gained.

Another major contribution o fthe CDQ program has been the investment of
resources and the assumption of risk in the development of new salmon products Three
CDQ groups and their harvesting partners have spearheaded industry efforts to produce
boneless, skinless frozen salmon product forms at a time when the Alaska salmon industry

needs to expand their product lines

Fisheries Participation

Another major goal of the CDQ program was to provide for increased
participation by western Alaska residents in the fisheries ofthe Bering Sea, including both
the pollock fishery as well as other fisheries Piogress has been made towards this goal,

but much remains to be achieved.

As discussed in chapter five, employment within the fisheries has increased
dramatically for residents of western Alaska, not only on factory trawlers but on smaller
vessels, and shorcside processing plants as well Many CDQ groups have purchased
interest in longliners. a factory trawler, or have begun to develop a small multi-fishery
fleet The establishment o f loan programs has also facilitated increased involvement in the
fisheries ofthe Bering Sea Several fishermen arc now able to purchase small vessels
and/or gear where previously, conventional financing was not available

The following graphs shows the level of employment and wTtges in the pollock and
other Bering Sea fisheries:

larc 37
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An important issue is
Annual Fishing Income whether future fisheries
participation by western Alaska
residents is dependent on
continuation ofthe CDQ
Si.a00.000 program. The State believes that
most o f the gains which have

S1,200.000
been made to date might be lest
s1.000000 if the CDQ program were to end
S600.000 in 1995. For example,
000 investments made by CDQ
groups in fisning vessels and
$400,000 processing plants might not be
00000 viable if guaranteed access to
pollock resources were not
> continued. Also, many of the

1093 1004
projects which aic in the

development stage may not be
completed if CDQ revenues
cease.

With the exception of one, all ofthe CDQ groups now have access to the
resources o fthe Bering Sea through their investments in a variety of fishing vessels.
Although the investments arc often limited to a minority position in a single vessel, the fact
remains that the CDQ organizations arc gaining entry. The amount of capital required to
gain entry is enormous, and these efforts arc the beginning of a localized fleet.

However, other gains arc clearly permanent For example, the .mall multi-fishery
fleet built by the Yukon Delta Fishermen’s Association participates in the halibut and
sablcfish. other bottom fish and crab fisheries Their fl*et operates from Norton Sound to
Unalaska The residents ofthe YDFDA region arc quickly gaining skills that will prove

useful for years to come

Parc IK
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Training and Kdtication

Training and education o f residents is an important goal for all of the CDQ groups
and the training opportunities for the residents in the region arc substantial. The chat
below is indicative ofthe increased training opportunities to the residents ofwestern
Alaska A total of 176 scholarship participants, 927 technical participants and 38
vocational students have benefited from the variety of educational opportunities available

during the period late 1992 through Dee. 1994.

1094 Number of Pfrbdponts
1992-1093 Number oT

Patidpants

The importance of appropriate educational training at all levels cannot be
overlooked. For any society to build sustainable development and improve the standard of
living o ftheir community, an educated populace is necessary, Ilic CDQ groups provide
training for their residents based not only on the needs of the individual, but the needs of

the community overall

PRr 9
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The following table describes some the type of training and number of participant
for the CDQ groups as awhole:

Table VI-1
1992-1993 1994
Participants Participants Totals
Higher Education 64 112 176
Includes University and
College

Vocational Education

Aluninum Boat Fabrication 0 18 18
Auto and Diesel Technology 0 4 4
Biomcdics Electronic 0 1 |
Technician
Business Management 0 8 8
Carpenter 0 1 1
Paralegal 0 2 2
Power Plant Operation 0 ¥ 1
Seafood Industry Management 0 2 2
Travel Specialist 0 1 1
0 38 38

Technical Training
Processing Workers 161 44 205

Vessel Safety 49 92 141
Fishing Training a7 90 137
Computer Applications 30 151 181
Electronic Navigation 26 65 91
Equipment Operation 23 28 51
Mechanics/Welding 14 51 65
Grants Management 12 12 24
Clerical 6 15 21
EMS 5 0 5
HAZWOP 1 0 1
Baker 1 0 1
Marine Firefighting 0 1 1
Industrial Refrigeration 0 1 1
HVAC 0 2 2

375 552 927

This table represents 1141 training opportunities for the residents o f western
Alaska during atwenty four month period These training and educational opportunities

Page 40
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will enhance the ability of the residents to gain employment in all aspects of the fishing
industry When these numbers are compared with the figures in table I1-2, which shows a
total number of people unemployed in all CDQ regions of 1217, the impact of the CDQ
group’straining programs is enormous.

CDQ Financial Reporting

The CDQ groups arc required to provide financial information on aquarterly basis
and annual audited financial statements to the State of Alaska. The specific financial data
for each group is confidential. Therefore, areport on the financial status ofeach CDQ
group is not possible. However, overall the CDQ groups arc taking a conservative
approach in their investment decisions.

Several CDQ groups have advisory board members from the financial community
who arc non-voting board members. Due to the complexity of the fishing industry, these
members are able to give insighi from a financial perspective that may not otherwise be

available.

The CDQ groups have received approximately S53 million in royalties during the
1992-1994 period. The groups used these royalties to fund several infrastructure anu
product development projects, training and education programs, assist residents in gaining
employment aboard factory trawlers as well as made investments in the fishing industry
that will provide continued access to the Bering Sea

Development Impacts

One ofthe goals of the Community Development Quota Program is to encourage
“economic development” in the participating communities. An assessment of the
program's success must have some way o f recognizing the economic development
consequences o f the program. In this section we discuss what is generally accepted as the
definition ofeconomic development and suggest some ways to indicate the effect ofthe
CDQ program on the economic development ofthe region

Defining and measuring economic development is not easy. There arc many
potential dimensions to economic development Development typically occurs over a
period o f time measured in decades rather than years, accompanied by other social,
cultural and political changes We should not expect to be able to measure progress
towards “economic development" definitively afler only two years Much ofthe
development has only been initiated through this initial infusion of capital The CDQ
program will require continued sustenance to survive its infancy
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Defining Economic Development

Definitions of economic development have evolved over time. The evolution of
these definitions reflects the postwar development experience. Historically, economic
development was perceived as synonymous with economic growth, and was measured in
terms o f the expansion of a region's output. In recent decades, however, economic
development has increasingly been perceived as a process of complex structural changes in
the economy and the society (Todaro, 1981).

According to currently accepted concepts of economic development, three
characteristics help to define economic development in a region. First, when development
occurs growth or at least expanded output becomes the norm Put differently, short-term,
one-time expansion of regional output is N0t economic development. In rural Alaska, the
physics’ or economic exhaustion of a resource may end an economic boom, and leave a
region no better o ff than it was prior to the boom. In contrast, economic development
structure changes ensure higher levels o f output which, once achieved, may be maintained
or expanded.

A second characteristic o f economic development is that the growth o f output is
shared. Regional economic development implies that the residents o f the region share
broadly in the gains in income created by economic growth Regional economic
development includes development of the people of the region as well as the surrounding
and supporting infrastructure.

A final characteristic which is sometimes added to the definition ofeconomic
development is local control. This usually means that economic development also
increases the importance of locally made economic decisions. Local residents can
participate in economic growth as resource owners and entrepreneurs as well as

employees.
Measuring Development Impacts of the CDQ Program

Because economic development is acomplex process, it is difficult to measure
Attempting to assess the development consequences o fthe CDQ program is especially
difficult because it has been in existence for only two years Three questions can be asked
which may serve os indicators o f progress towards and potential for economic
development resulting from the CDO program

Economic Growth How mom'jobs mu/ Iki. muchincome has the CDQ program
created/ How do thesejohs compare with the bnds ofjobs which existedpreviously in
the reglon? By tic simple measures of contribution to jobs and income, the CDQ
program appears to be contributing to economic development Clearly, the contribution
varies between different CDQ groups Clearly, the economic activity generated to date
has not transformed tlie region cconomically-but there is no reason to expect that it



Economic Impacts of the Pollock CDQ Program *Revised Draft 4/95
Chapter VI -

would have. But it has generated many new “basic” jobs and new income in a region
where there is very little economic base other than government.

Local control: Are localresidents in control o f the new economic activities
which are being created in the region? Has the program has worked to ex/xwd local
decision making?. Arc there more local entrepreneurs? Arc more resources locally
owned? The CDQ program provides for direct local control of a portion ofthe Bering
Sea pollock resourcc-although this control is exercised in cooperation with industry
partners. The additional activities being carried out using the revenues generated from the
pollock resource are clearly under local control and the skills to sjstain long-term
economic development remain a high priority ofthe CDQ program.

Sustainability: Are the benefits generated by the CDQ program sustainable?
Would they continue even if the CDQ program were to end? Have the CDQ group done
things which will most likely result in continue growth or at least the maintenance of
higher levels ofincome? Obviously some of the activities generated by the CDQ program
to date would come to an end if the CDQ program were to end. However, the program
has also brought about significant investment in the region’s physical and human capital—
investments which would continue to contribute to future growth even if the program
were to end Infrastructure projects contribute to the viability o f new economic activities
Training and education programs arc providing residents with skills which can be used
within the region or in other places. The program is also helping to develop business and
entrepreneurial skills within the region.

In sum. by all of these measures, the CDQ program is contributing towards the
process of economic development within the western Alaska region. It is bringing about
economic development, as measured by jobs, local control, and long-term sustainability.
Another aspect that should be considered is that it provides opportunities to work where
few existed before, especially during the long winters whenjobs arc scarce Not everyone
chooses to fish, however the hope and opportunities created arc an invaluable addition to
the collective self-esteem of the region’s people However, there should be no expectation
that the program could or should transform the region within a few years.
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CS FOR HOUSE JOINT RESOLUTION NO. 23(FSH)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE ¢ FIRST SESSION
UY THE HOUSE SPECIAL COMMITTEE ON FISHERIES

QOiTered:
Referred:

Sponsorfs): REPRESENTATIVES AUSTERMAN, Ivan. FoXcr, Finkclvlein

A RESOLUTION

Relating to the North Pacific Fishery Management Council’'s

9-LS0371\K

inshore/offshore

allocations and the Western Alaska Community Development Quota Program.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS the Western Alaska Community Development Quota (CDQ) Program is

a fisheries development program involving the tedcral Department ot Commerce, the North

Pacific Fishery Management Council, the State of Alaska, and 56 Bcnng Sea coast. Aleutian

Islands, and Pribilof Islands communities: and

WHEREAS the inshore/offshore allocation of fishery resources

assures Alaska’;

coastal communities, which are economically dependent on fishing, access to the fisher/

resources off their coast: and

WHEREAS the current inshore/offshore allocations and the CDQ program are

scheduled to expire in December 1995; and

WHEREAS the CDQ program has set aside 7.5 percent of the available Bcnng Sea

pollock quota during 1992 through 1995 for Bcr.ng Sea coast. Aleutian Islands, and Pnbilot*

Islands commumues; and

W HEREAS the amount 0f pollock available for harvest under the

CDQ program is

CSIUR 23<FSH»
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more than 100.000 metric tons per year and has an approximate annual value ot' S20.000.000;
. and
WHEREAS the CDQ program allocates the available harvest of pollock among
~Neligible communities, local fishermen's organizations, and local economic development
organizations who in turn reinvest the proceeds from the harvest and processing of the pollock
in additional local fisheries development projects; and
] WHEREAS the CDQ program is important to the economic development of the
| Benng Sea coast. Aleutian Islands, and Prtbilof Islands communities; and
WHEREAS the North Pacific Fishery Management Council established the CDQ
program as a component of the inshore and offshore allocation of Benng Sea pollock; and
WHEREAS, in 1992. according to the Dcpanmcnt of Commerce and Economic
Development. Department of Labor. Dcpanmcnt of Revenue, and the Alaska Seafood
Marketing Institute, the Alaska seafood processing industry harvested more than 5JCO.000.000
pounds of fish; processed these fish in more than 5CO large and small Alaska seafood
processors registered with the state; paid fish harvesters S1.400.000.000; provided more than
35.000 shore-based jobs in Alaska; spent $280,000,000 to support its activities; paid over
S80.000.000 in taxes and cash benefits to the state and Alaska's coastal communities; paid
S$10.000.000 for salmon enhancement; paid $700,000 in fisheries related and marine mammal
research and S3.200.000 for domestic marketing cf Alaska seafood products; invested
51.000.000.000 in shorcsidc plants; paid Sl 1.000.000 to local governments in municipal fish
taxes; and paid over S3.000.000 in local real and personal property taxes; and
WHEREAS, in Western Alaska, the Aleutian Islands, and Kodiak, shore-based
processors pay over S400.000.000 annually to Fish harvesters; process 1.250.000.000 pounds
of crab, groundfish. salmon, hemng. and halibut; employ over 13.000 people; pay over
S$90.000.c00 in annual payroll; purchase $45,000,000 in goods, services, and utilities: pay over
57.000,000 in local raw fish taxes; and in 1992 paid over S900.000 in grants to nonprofit
organizations:
BE IT RESOLVED that the Alaska State Legislature strongly supports reauthortzation
of the inshorc/ofTshore allocations and CDQ program before they expire in December 1995.
COPIES of this resolution shall be sent to the Honorable Ron Brown. Secrctar.1of the

U.S. Dcpanmcnt of Commerce, the Honorable Richard Laubcr. chair of the North Pacific

CSIIJR UIFSIH -2-



Fishery Management Council; and to the Honorable Ted Stevens and the Honorable Frank

Murkowski. U.S. Senators and the Honorable Don Young. U.S. Representative, mcmbcn of

the Alaska delegation in Congress.
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Alaska State Legislature

House of K*pre»cnUlivre
Special Committee on Fisheries

SPOKSOR STATfxnrr
CSHIR 33 (F3M) - *XORTM PACIFIC XAXACEXEXT COCICXL*
ZMSHORC/orfSHQAC ALLOCATIONS AND THE UESTEV¥I ALASKA
roxxtrxiTif or/ELontnrr quota prograx.

by Rep. Alan Austerman

Meuse Joint Resolution 33 esKs the North Pacific fishery
Management Council (Council) to reeuthoriie the inshore/of "shore
allocations and the Community Development Quota (CDQ) program
before they expire at the end of this year.

The 1inahore/offshore allocation stipulates that 3*1 of the
pollock 1in the berlrvi Sea and 1001 of the pollock 1in the Culf of
Alaska be brought ashore to processing facilities. The CDQ program
developed a partnership between western Alaska communities and tha
sultiailllon-dollar boring Sea groundfish industry. The economic
successes of these programs are cruciel to the small communities
throughout western and southwest Alaska.

Extending the inshore/offshore allocation and the pollock CDQ
program will preserve stability in the groundfish industry during
the period required for the Council to develop a comprehensive
rationalisation plan. The inshore/offahore allocation and pollock
CDQ"s were 1initally paseed to serve as a bridge to comprehensive
rationalisation. St hae taken the Council longer than anticipated

to accompllah 1its goal

MU N ccrenrui Sponsor Statement o atonit
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