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“Relating to the socioeconomic impacts of salmon harvesting cooperatives.”

The purpose ofthis resolution is to request the University of Alaska to further study the
broader socioeconomic effects of allocative salmon harvesting cooperatives.

In early 2002, the Alaska Board of Fisheries passed regulations that provided a means for
the Commercial Fisheries Entry Commission (CFEQ permit holders in the Cnignik
salmon purse seine fishery to form a harvesting cooperative. 77% ofthe Chignik permit
holders then formed the harvesting cooperative that has operated for the past two years.

The formation of the Chignik harvesting cooperative represents a clear departure from the
current structure and management of Alaska’s salmon industry. For the first time, limited
entry permit holders were allocated a percentage of a fisheries total allowable catch.
Everywhere else in the state, limited entry permits only authorize the ability to
competitively fish for a part of the total allowable catch.

Chignik is, in many respects, the ideal place to conduct this structural experiment Ifis
isolated from other fisheries, has only one hundred permit holders with only one gear
class, and has relatively simple biological and management conditions. Y et this isolated
coastal community and the salmon cooperative have become the center of a statewide

controversy.
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Proponents of the cooperative point toward the benefits of efficiency, decreased costs,
and improved quality. Opponents argue that harvesting cooperatives unfairly
disadvantage processors, allow non-participants to benefit from the fishery, decrease the
number ofjobs in the industry, and decrease the number of dollars circulating through

communities.

As the Joint Legislative Salmon Industry Task Force (JLSITF) considered these opposing
viewpoints, and considered potential legislation to address policy issues, it became clear
that there was very little definitive information on the broader social and economic
effects ofharvesting cooperatives. The JLSITF did not forward any bills to the
Legislature related to harvesting cooperatives, but did form a sub-committec on the issue
and also supported this resolution requesting the University of Alaska to research this

complicated question.
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March 31,2004

Representative Bill Williams, Chair
House Finance Cormnittee

State Capitol (Mail stop 310
Juneau, AK 99801

Dear Representative Williams,

United Fishermen of Alaska supports 1ICR 28 relating to socio-economic impacts of
Salmon harvesting cooperatives. UFA has discussed the matter of salmon harvesting
cooperatives inmany fisheries in the State of Alaska. Harvesting cooperatives represent
asignificant policy change and have the potential to change the ccxsplex longstanding

structure of fisheries and communities.

UFA believes there are few places where cooperatives can be established dnc to local
differences in fisheries and factors such as geography, infrastructure, number of latent
and fished permits, and the local economy. The existing harvesting cooperative in
Chignik is a unique situation, and (he results ofa study based on this cooperative may
result in findings specific to the local situation. UFA appreciates that HCR 28 calls for a
study on cooperatives. We request that the study look beyond the existing Chignik
cooperative, and offers that the Legislature may also want to include in the resolution that
a study be performed before new salmon harvesting cooperatives arc considered In

different areas.

United Fishermen of Alaska represents 33 Alaska Commercial fishing organizations and
hundreds of individual fishermen and fishing related businesses, altogether representing
over 10,000 Alaska fishermen. We support HCR 28 and thank you for your attention to

this matter.

Sincerely,

"/1fod, O0-

Marie D.Vinsel
Executive Director

CC: Representative Paul Seaton
PraoeM
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What the Permit Holders Say

By Gunnar Knapp
Lexi Hill

Institute of Sodal and Economic Research ¢ University of Alaska Anchorage

Three quarters of the permit holders fishing for salmon salmon, but also lower sockeye salmon harvests, changes in

in Chignik are In their second season of an experiment:

fishing cooperatively. By reducing the number of fishing
boats, they hope to cut costs, improve quality, and keep
their fishery profitable at a time when much of the Alaska

salmon industry is Introuble.

Figure 1 summarizes how the Chignik fishery was struc-
Hired in 2002. The Alaska Board of Fisheries gave the 100
permit holders the option ofJoining a co-op or fishing inde-
pendently*, 77 permit holders Joined and 23 didnt The
Board allocated 69 percent of the catch to the co-op and 31
percent to Independent permit holders, who fished In sepa-
rate openings. The co-op paid 22 members to catch its alio-
cation, and shared the remaining catch value with all of the
co-op members, including those who didnt fish.

ISER is studying the effects of the Chignik co-op as part
of our “‘Understanding Alaska" research on Alaskas salmon
industry As part of that study, in late .
2002 we surveyed Chignik permit
holders. As shown In Figure 2, most of
those who Joined the co-op said they
were better off financially as a result of
the management change, and almost all
those who didnt Join said they were
worse off.

An Important Experiment

The value to fishermen of the 2002
Alaska salmon harvest was $1-41 mil-
lion—less than one-third of the $481
million average value of catches in the
first half of the 1990s. Many factors
contributed to this decline, including

not only competition from farmed ~ swmbtrr-hipsh*t

Figure 1.
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consumer demand, and a worldwide economic slowdown,

These changes have created discussions throughout the
salmon Industry—among fishermen, processors, fishery man-
agg” and government officials—about how to restore prof-
liability to the ralmon Industry Part of the discussion has
been about options for 'restructuring’ the management of
salmon fisheries to lower costs, increase value, or steer more
of the benefits to Alaskans and their communities,

Several federally-managed fisheries, including halibut
and Bering Sea pillock, have seen dramatic restructuring in
recent Bui s N n asheries, the Chignik
cooperative is the first significant experiment in restructur-
mg. Within the Industry many people are interested in
learning how the co-op has worked, and whether it could be

a modal for changes in other salmon fisheries,
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Figure 2. How Did Having a Co-op in 2002 Affect You Financially?
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Uno m'standing Alaska (UA™ is a special series of ISER research studies examining Alaska economic development issues. The studies
are funded by die University of Alaska Foundation. This is the first in a series of summaries reporting UA findings. Full reports and

other UA products are on the project Web site—'Aww.alaskaneconomy.uaaalaska.edu

Background Material

Chignik -SalmoaCoope
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Table 1. Number of Survey Responses

Independent Co-op Coop Members

Permit Holders ~ Members Who Fished*  Who Didn't Fish
Number of permit holders 23 22 55
Number erfresponses received 20 21 48
87% 95% 87%

Response rats (%)

*Based on pernft holdea” responses about whether they had fished for the coop.

Establishment of the Co-op

In Chignik. as in many other Alaska saton fisheries.
there are more limited emypam|ts and boas than are need-
ed to catch the fish. When prices and caich values were high
permit holders had little interest In reducing the number of
boats. But as sockeye prices and fishing profits declined dur-
Ing the 1990s, many Chignik permit holders argued they
should pool their fishing effort to cut costs.

Not all Chignik permit holders wanted a co-op. Because
some permit holders regularly catch more fish than others
(the 13 highest-earning Chignik permit holders have typb

calfy caught three tinra as much fish per boat as the 40 Low-
est-eamIng permit holders), it was difficult to come up with .

a way of sharing costs and profits that would satisfy every-
one. And some permit holdera simply preferred to keep
fishing the way they had been.

To make a co-op possible, supporters askeH the Alaska
Board of Fisheries to give separate allocations—to be fished
at different times—to those permit holders who wished to
forma co-opand* ftoe who>wished to fish Independent-

y. InJanuaiy 2002 the board “optedmgufottane prowdfog
for a co-op to receive 0.9% of tha total salmon harvest for

each permit holder whojoined.
_ ou. I e < &»
Tire: new CUgnflt regulations represen M ; apbflcant

mnovatlons In Alaska salmonmanagement, both of which
have been intensely debated by Ch’gnik oermit holders and
others in the Industry One innovation is having separate

allocations and fishing times for different groups of permit
liolders who choose to fish in different ways—which has
led to debate over whether the allocation between the
groups is appropriate and fair.

The other innovation is fishing cooperatively: reducing
costs by fishing fewer boats—which has led to debate aver
how to share costs and profits among those co-op members

* *

who fish and these who dont A fundamental issue is
"k*? *a individuals who don't flsh -
but who have tavested In pennies and are foregoing[their
8™ 10, share in the benefits of
Alaska salmon fisheries,
ISER'S Survey

To learn more about how permit holders felt about the
changes in the Chignik salmon fishery ISER surveyed
Chignik permit holders in late 2002. The high response

’ rate—389 oi the 100 permit holders answered our survey

questions—gives us confidence that the survey results
reflect the views of Chignik permit holders In general. In
the figures showing survey results, the percentages are of
those who answered die question; some respondents didnt
answer some questions. A copy of the lull report, including
penult holders' detailed comments about the co-op, are on
ISER% Understanding Alaska project Web site at
wwww.alaskaneconomy.uaa.alaska.edu.
View OP MANAGEVENT CHANGES
N N M N
opposite vlera of the management changes that
made the cn-op passible, as Figure 4 diows

*  Almost all the co-op members—95 percent of those who
flshed and 86 percent of those who dldnt-felt vety or

somewhat posltteabout the management chan%es,

" A percent of independent fishermen felt very or
somewhat negative about the management changes,

* Only about 5 percent of the co-op members who fished,
14 percent of co-op members who didn't fish, and 17per-
cent of independents had mixed feelings.

Ftgnre3* flow Do Yon Fed AboniThe Management Changes In 20622

«*ftvjitive
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Quality of Coop Management

As Figure 4 shows, mast of the co-op members thought
the co-op was managedwell in Its first year. About 76 per-
cent of the co-op members who fished and 85 percent of
the members who didnt fish thought the co-op was man-

aged well.
Payment for Fishing

An issue for co-op members was the size of the addition-
al payment for those who fished. As Figure 5 shows, permit

holders who fished for die co-op were far more likely to say
they weren't paid fairly. Several who wrote comments on the

survey said that the payment wasn't enough to cover their —m

crew costs or wear arid tear on their boats.

Enjoyment o? Fishing

Most commercial fishermen sty they think of fishing not
just as a way to earn a dollar but also as a way of life they
enjoy. So we askedChignik permitholders-both the co-op
members and the Independents—how the establishment of
the cooperative had affected their enjoyment of fishing
(Figure 6).
» Half the co-opmembers whodid fish said they enjoyed
the more relaxed, less competitive atmosphere with fewer

boats in the water. But nearly one quaver said they didn't
enjoi/ itas much, and another one quarter weren't sure.

Figure 6. How The Co-op Affected Enjovmen! of Fishing
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* Over 60 percem of the co-op members who didnt fish
missec*  Still almost 30 percent said they didnt

* Among Independent permit holders. 55 percent said the
cooperative had reduced their enjoyment of fishing. But
most of the rest said they still enjoyed fishingJust as much.

Other Effects of the Co-op

Co-op members who fished:
- 100 percent thought the quality of the fiih. was better
because of how the co-op fished.
* 95 percent thought the co-op did a good job marketing
the fish.

N N

Co-opmembers who didn't fish:
82 percent said that they would have fished If there

hadn't been a co-op.

r—,
*

11y
N

Pfrcen not ~ ~ 8 allowed them to earn

1 3 °~ fromother work
* 89 percent thought the co-opdid a good Job marketing
the fish.
m 33 percent said they would have hired Chlgnik-area resl-
dents as crew if there hadn't been a co-op.

Independent permit holders:

“77 oy m s
- Pft“ caughtless M1 thisyear than they
would have caught if there had not been a co-op.

50 percent thought they had more

trouble finding and keeping crew than if
there had not been a co-op.
* 32 percent reported missing one or
more dtys of fishing due to break-
downs. (With fewer fishing days, miss-
ing a day of fishing mattered more than
in earlieryeans.)

Many permit holders also wrote

Ye*

co-op that they liked or did not like.

% F3
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because of the co-op. They thought the co-op was managed
well, improved fish quality, and did a good job marketing
the fish. But a significant minority of Chignik permit hold-
\ sis—including almost all of those who did notJoin the co-

I op—had negative feelings about the co-op, and felt they

1 were worse off financially because of the co-op.

A The co-op affected notjust the permit holders whom we
surveyed but everyone involved In the Chignik fishery The
Alaska Department of Fish and Game faced the new task of
allocating fish to separate coop and Independent fleets, but
could work with the co-op to control daily salmon catches
more precisely. Some Chignik salmon processors and tender
operators were not able to do business with the co-op
(which controlled more than two-thirds of the harvest) and
felt very negatively affected.

How relevant is the Chignik co-op to other Alaska
salmon fisheries? Organizing a co-op V\2Sprobably easier in
Chignik than it would be In most otha-areas. All Chignik
sockeye salmon return to a single river, making it easier for
a smaller fleet to catch the fish, and to allocate fish among

different groups. Chignik also has a relatively small number
of permit holders, many of whom know each other welL

rent or formeryearlround residents of the Chignik area.,

5 tt
easi®
Other “UNDERSTANDING Alaska' SALIMON STUDIES

Asworld markets change and Alaska’s population grows,

Alaskans face new challenges in managing our natural
resources and balancing between different economic oppor-
tunities and the needs and goals of different user groups,
We face similar Issues and opportunities in managing 0 ut

salmon resources aswe do for many othtr Alaska resources,
To understand these better. ISER is planning several othef
studies of Alaska salmon management as part of our

'Understanding Alaska' project

One study will review options for restructuring Alaskai

commercial s*uon fisheries—not only co-ops but other
potential approaches fix increasing the economic benefits to
Alaskans from our commercial salmon fisheries,

Another study will examine the allocation of Alaskas
salmon resources between commercial, sport and subsis*
tence users—including biological, economic, social, politl-
ca])and legal considerations—and potential new approach-
* for thinking about allocation and balancing between dif-
ferent resource uses.

Figure 7, Whal Share of Permit Holdersare Carrtni
or Former Year-Round Chignik Resident*?

Co-of member*who fidwd
Co-opmensbersrwhocfidvfi=h
fofcpendtt* permit bolder*
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Judge finds Chignik salmon co-op legal

Tuesday, October 1,2002

m e ASSOCIATED PRESS

ANCHORAGE - A Juneau judge on Monday r lied In favor of the Alaska
Board of Fisheries In a lawsuit challenging fie legality of a commercial

salmon fishery cooperative at Chignik.

Dissident Independent fishermen who suet/ earlier this year, dalming the
?sh hoard overstepped Its authority, may appeal.

Salmon fishermen formed the cooperative over the summer to save
expenses and share profits by designating some members to fish In
waters off the Alaska Peninsula on behalf of the entire group.

"We're thrilled,"” said Jamie Ross, a fishermen and co-cp organizer. "We
notjust happy for us. We're happy for all of Alaska.”

The Chignik co-op was viewed by many people In Alaska's beleaguered
commercial salmon Industry as an Important experiment to cut costs and
help Alaska's wild salmon compete on price and quality against fierce
competition from foreign salmon farms. Observers said such co-ops might

be tried In other troubled Alaska salmon fisheries.

Normally, Alaska's salmon fishermen race one another for fish. In
Chignik, however, 77 of about 100 Chignik seiners parked most of their

boats, catching the fish with a much smaller fleet

They shared expenses and every co-op member received at least
$20,000, regardless of whether they caught any fish.

Two fishermen who elected not to join the co-op, Dean Anderson and
Michael Grunert, sued the board, saying the plan unfairly allocated most
of the fish to the co-op. They questioned whether the allocation violated
the "common use" and "equal treatment” clauses of the state
constitution's natural resources article.

Superior Court Judge Patrlda Collins ruled the co-op does not violate the
constitution and that each Chignik fishermen has the same chance to
eitherjoin the co-op or remain Independent. She also ruled the board had

the authority to pass the co-op regulation in January.

k*n-//;i.noaii AmniT¥> rnm/r.«n’-hIn/nrintit2f100.nl
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That's exdting, good news/ said Board of Fisheries member John White
of Bethel. If the judge had ruled against the board, ft would have "stifled
our room to move" to help the commercial salmon Industry, he said.

"I’'m exdted that hopefully some Innovative thinking to move us asa
salmon Industry out of this morass Is going to find a little dear sailing/

he said.

Heather McCarty, who represents the Independent fishermen, said she
was "realty disappointed and surprised” by the hillng. She said no
decision on an appeal had been made.
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ALASKA STATE LEGISLATURE

Senate Committee on Community & Regional Affairs
Senator Bert K. Stedman, Chair

Official Business

Senator Tom Wagoner, Vice-Chair State Capitol, Room 30
nator Kim Elton Juneau, AK 99801-1182
Senator Georgianna Lincoln Phone: (907) 465-4989
Senator Gary Stevens Fax: (907) 465-3922
May 3, 2004
1:30-3:30 PM

Fahrenkamp 203

AGENDA
I. Call To Order

Il. Calendar

SB 396 Interior Rivers Port Authority

Sponsor Testimony:
Rep Carl Morgan (R - Aniak), District 6
Lorie Nottingham, StaffRep Morgan
Invited Testimony:
Paul Fuhs
Bob Charles, Cal’clu Corp

SB 335 Emergency Services Dispatch/911 Surcharge

Sponsor Testimony:
Senator Ralph Seekins (R - Fairbanks) District D
Joe Michel, Staff Senator Seekins

Invited Testimony:
Kevin Ritchie or Tim Rogers, Alaska Municipal League
Lieutenant Kevin Story, Alaska State Troopers (Via Phone)
Mayor Steve Thompson, Fairbanks

HCR 28 Studies of Salmon Harvesting Cooperatives

Sponsor Testimony:
Rep Paul Seaton (R - Homer), District 35
Cameron Yourkowski, Staff Rep Seaton
Invited Testimony:
Gunnar Knapp, Economist, UAA

I, Adjourn
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H ealth, Educa tion and Social Sep'. ces
Member _ Representative Paul
State Affairs House District 35

DATE: May 1, 2004

TO: Senator Bert Stedman, Chair

Senate Community and Regional Affairs Committee

ATTN: Miles Baker

FM: Representative Paul K. Seaton

RE: HCR 28 Committee Hearing

Please schedule HCR 28, “Relating to the study of socioeconomic impacts of salmon
harvesting cooperatives,” for a hearing in the Senate Community and Regional Affairs
Committee at your earliest convenience. All background materials are attached. Thank

You.

http://www.RcpPaulSeaton.com
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A SENATE COMMITTEE RIEPOf

DATE: 04/29/04 FURTHER: Resources

DATE TURNED !/ /1 /
INTO OFFICE: s 1 onr

Community & Regional
Affairs Committee considered CS FOR HOUSE CONCURRENT RESOLUTION NO. 28(FIN) am

HCR 28 STUDIES OF SALMON HARVESTING COOPERATIVES

Relating to the study of socioeconomic impacts of salmon harvesting cooperatives.

and recommends: Senate Bill:
_ [ 1 Same Title
] be replaced with CS [ j New Title
] adopt previous _ CS House Bill:
[ 1 Same Title
] attached amendment(s) [ 1 Technical Title
Change
1 adopt Letter of Intent by Committee [ 1 New Title w/
SCR #
] further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Indet. Zero FN#
[ 1 APPROPRIATION - no fiscal note
SIGNATURES AND RECOMMENDATIONS: Do Do Not No Rec Amend
Pass Pass
——- o .—~-J "T-n - — A w—*- —. y X
X
r'X
i/ °

CHARE W X /<



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number
2004 LEGISLATIVE SESSION Bill Version:
(H) Publish Date:

Revision Date/Time .Note if correction): Dept. Affected:
Title Studies of Salmon Harvesting Cooper; JRDU

"Component
Sponsor Representative Seatom
Requester Salmon Industry Task Fore Component No.

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below.

(Thousands of Dollars)

OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008

Personal Services 00
Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0

ICAPITAL EXPENDITURES | I | |
ICHANGE IN REVENUES ( ) | | i

0.0
|
|

FUND SOURCE (Thousands r't Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 00
1005 GF/Program Receipts

1037 GF/Mental Health

0.0

CSHCR 28(FIN)
4/22/04

University of Alaska

FY 2009  FY 2010

0.0

0.0

Other (Specify Type-Do not abbreviate)
e TOTAL 00 0.0 00
Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) If funding for this bill Is Included nthe Govendor's FY 2005 budget proposal: j
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separata pago if necessary)

Prepared by:  Pat Pitney

Phone 907-474-7958
Date/Time 4/20/041:24 PM

Division University of Alaska
Approved by:  Pat Pitney Date 4/20/2004
Agency University of Alaska
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(Revised 12/2003 OMB)
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number 1
2004 LEGISLATIVE SESSION Bl version: HCR 28
(H) Publish Date: 2/23/04

Revision Date/Time (Note if correction): Dept Affected: Legislature
Title Relating to the socioeconomic impact of BRU Legislative Council
salmon harvesting cooperath/03. Component  Council and Subcommittees
Sponsor "Representative Seatonbyr e g u e st . S e s s i 0 n E-xpenses
Requestor THisa Spec. Comm on Econ Dov, Intemat.1 Component No. 783
ExpendRurss/Ravenues (Thousands of Dollare)
Note: Amounts do not Include Inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY2006 | FY2007 FY2008 FYZ2009 FY2010 |
Personal Services 00 00 00 00 00 00
Travel Od 00 flD 0.0 00 0.0
ContractLal 00 00 0.0 00 0.0 00
Supplies 00 00 00 00 00 00
Equipment 00 00 00 00 00 0.0
Land & Structures 00 00 00 00 00 00
Grants & Claims 00 00 00 00 00 00
Miscellaneous 00 00 00 00 00 00

TOTAL OPERATING 0.0 0.0 0.0 00 0.0 00 I
[CAPITAL EXPENDITURES | 0.01 001 0.01 001 001 0.01
ICHANGE INREVENUES ( ) i 0.01 00 i 00 001 00 | 0.01
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 0.0 0.0 00 0.0 0.0 0.0
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 00 0.0 00 0.0 0.0 0.0

Estimate of any current year (FY2004) cost 0C
Check this box (X) If funding for this bill Is Included Inths Governor's FY 2005 budget proposal: | S
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata page ifnecessal'y)
This legislation has zero fiscal Impact on the Legislative Affairs Agency.

Phone 465-6626

Prepared by.  Karta Schofield. Deputy Director
Data/Time 2/13/04 2:27 PM

Division Administrative Services
Approved by:  Pamela Vaml, Executive Director Date 2/13/2004
Agency Legislative Affairs Agency
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(Revised 0/20010MB]
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