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S y s t e m  o b t a i n s  b o r r o w e d  funds. The h i g h  cr e d i t  r a t i n g  g i v e n  to 

the s y s t e m  by the m a r k e t  is r e f l e c t e d  in the low m o n e y  m a r k e t  

r a t e s  ( b e c a u s e  s u p p l i e r s  of funds to the s y s t e m  r e q u i r e  o n l y  a 

s m a l l  ri s k  p r e m i u m  o v e r  g u a r a n t e e d  i s s u e s  of the F e d e r a l  

g o v e r n m e n t ,  e v e n  t h o u g h  the s y s t e m ' s  i s s u e s  are not g u a r a n t e e d )  

at w h i c h  it can b o r r o w ,  and it is r e f l e c t e d  in the t y p e s  of 

d e p o s i t o r y  i n s t i t u t i o n s  that are e l i g i a l e  to a c q u i r e  t h e  s y s t e m ' s  

s e c u r i t y  issues. As m e n t i o n e d ,  the B a n k s  for C o o p e r a t i v e s  

m a k e  l o a n s  d i r e c t l y  to q u a l i f y i n g  c o o p e r a t i v e s ,  w h e r e a s  the 

F e d e r a l  I n t e r m e d i a t e  C r e d i t  A s s o c i a t i o n s ,  w h i c h  are the local 

l e n d i n g  a g e n c y  in the p r o d u c t i o n  c r e d i t  system. T h e  F e d e r a l  

L a n d  Banks, in c o n t r a s t ,  m a k e  loans d i r e c t l y  to farm b u s i n e s s e s ,  

u s i n g  the F L B A  as its local agent for g e n e r a t i n g  l o a n s  and 

d e v e l o p i n g  s u p p o r t i n g  d o c u m e n t a t i o n .

T h e  l e n d i n g  i n s t i t u t i o n s  in the F a r m  C r e d i t  S y s t e m  h a v i n g  

a q u a t i c  l e n d i n g  a u t h o r i t y  (BC and P C A / F I C B )  u s u a l l y  r e q u i r e  

s e c u r i t y ,  e x c e p t  for l i n e s  of cr e d i t  e s t a b l i s h e d  for p r o v e n  

c r e d i t w o r t h y  c u s t o m e r s .  T h e  b o r r o w e r  is u s u a l l y  r e q u i r e d  to 

a c q u i r e  an e q u i t y  p o s i t i o n  of a r o u n d  4 0 %  in the a s s e t s  for w h i c h 

a loan is sought. Also, b o r r o w e r s  mu s t  a c q u i r e  m e m b e r s h i p  

c a p i t a l  in p r o p o r t i o n  to the amount of t h e i r  loan. T h e  i n t e r e s t  

r a t e s  p a i d  by b o r r o w e r s  are r e f l e c t i v e  of: 1) c u r r e n t  m o n e y

m a r k e t  r a tes ( v a r i a b l e  ra t e  i n s t r u m e n t s  are u t i l i z e d ) ;  2) the 

m a r g i n  r e q u i r e d  to c o v e r  the o p e r a t i n g  e x p e n s e s  and r e s e r v e s  

of the D i s t r i c t  B a n k  ( u s u a l l y  b e t w e e n  .5% and 1%); a n d  3) for 

P C A s  and F L B A s  the m a r g i n  r e q u i r e d  for o p e r a t i n g  e x p e n s e s  and 

r e s e r \ i s  ( u s u a l l y  b e t w e e n  .5% and 1.5%). T h e  a v e r a g e  e f f e c t i v e  

net i n t e r e s t  r a tes p a i d  by b o r r o w e r s  are t y p i c a l l y  s o m e w h a t  less
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than the s t a t e d  r a t e  due to p a t r o n a g e  refunds.

C o o p e r a t i v e s  and the B a n k s  for C o o p e r a t i v e s

It is the p u r p o s e  of this s e c t i o n  to d e s c r i b e  the a q u a t i c  

l e n d i n g  p r o g r a m  o f  the B a n k s  for C o o p e r a t i v e s  and to d i s c u s s  the 

p o t e n t i a l  for e x p a n d i n g  the p r o g r a m  in Alaska. B e f o r e  p r oceeding, 

however, it m a y  be i n s t r u c t i v e  to d e s c r i b e  the e c o n o m i c  and 

o r g a n i z a t i o n a l  s u b s t a n c e  of the c o o p e r a t i v e  fo r m  of o r g a n i z a t i o n .  

T h i s  is a c c o m p l i s h e d  by a d i s c u s s i o n  of the u n d e r l y i n g  e c o n o m i c  

f a c t o r s  w h i c h  d e t e r m i n e  the v i a b i l i t y  of a c o o p e r a t i v e .

L i k e  o t h e r  f o r m s  of o r g a n i z a t i o n ,  the c o o p e r a t i v e  fo r m  is 

w e l l  s u i t e d  to c e r t a i n  c i r c u m s t a n c e s  and ill s u i t e d  to others.

T h i s  m e a n s  that c h a n g i n g  to the c o o p e r a t i v e  fo r m  is not 

n e c e s s a r i l y  a cu r e  for s i t u a t i o n s  w h e r e  p e r c e i v e d  b u s i n e s s  

o p p o r t u n i t i e s  p e r s i s t e n t l y  fail to be r e a l i z e d  u n d e r  o t h e r  o r g a n i­

za t i o n a l  forms. T h e  legal form of o r g a n i z a t i o n  of a b u s i n e s s  is 

o n l y  one of the d i m e n s i o n s  n e c e s s a r y  for success; in ma n y  

c i r c u m s t a n c e s  it m a y  be the least i m p o r t a n t .  T h e r e  m u s t  also 

be an e c o n o m i c  n e e d  s u f f i c i e n t  to p r o v i d e  a c o m p e t i t i v e  rate of 

r e t u r n  on i n v e s t m e n t ;  there must be e n t r e p r e n e u r a l  a n d  man a g e r i a l  

a b i 1 i ty and l a bor r e s o u r c e s  that are c o m p e t i t i v e  w i t h  o t h e r  firms 

in the same b u s i n e s s  (which is r e p o r t e d l y  d i f f i c u l t  to o b t a i n  

in s o m e  rural a r e a s  ev e n  wh e n  such l a b o r  d o e s  r e s i d e  in the 

c o m m u n i t y ,  b e c a u s e  the w a g e  s c a l e s  of p u b l i c  e m p l o y m e n t  p r o g r a m s  

and the p u b l i c  w o r k s  p r o g r a m s  e x c e e d  t hose at the p r i v a t e  sector); 

and there m u s t  be c a p i t a l  a v a i l a b l e  to f i n a n c e  the p r o d u c t i v e  

a c t i v i t y  of the firm. M o r e  b a s i c a l l y ,  and this is u s u a l l y  a s s u m e d 

w i t h o u t  m e n t i o n ,  t h e r e  must exist a p r o f i t  m o t i v e  w h e r e  human
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r e s o u r c e s  r e s p o n d  to o p p o r t u n i t i e s  for a h i g h e r  i n c o m e  and for 

the a c c u m u l a t i o n  of w e a l t h  by p r o v i d i n g  t h e i r  s e r v i c e s  and by a 

w i l l i n g n e s s  to a s s u m e  r i s k s . In the a b s ence of one or  m o r e  of 

t hese b a s i c  i n g r e d i e n t s  to a v i a b l e  e c o n o m i c  e n t e r p r i s e ,  the 

o r g a n i z a t i o n a l  f o r m  is l i k e l y  to be of s e c o n d a r y  i m p o r t a n c e .

T h a t  this is c o r r e c t  is s u g g e s t e d  by the o b s e r v a t i o n  that the 

h i s t o r y  of f i s h e r y  c o o p e r a t i v e s  is at least as m u c h  of a h i s t o r y  

of b u s i n e s s  f a i l u r e  as it is of  success.

In a d d i t i o n  to the f u n d a m e n t a l  ingred e n t s  m e n t i o n e d  above, 

c o o p e r a t i v e s  r e q u i r e  a d d i t i o n a l  c h a r a c t e r i s t i c s  not r e q u i r e d  of 

o t h e r  b u s i n e s s  o r g a n i z a t i o n s .  T h e s e  are: 1) a c o m m o n a l i t y  of

i nterest a m o n g  a r e l a t i v e l y  l a rge m e m b e r  group; 2) a w i l l i n g n e s s  

a m o n g  m e m b e r s  of the g r o u p  to s a c r i f i c e  s h o r t - r u n  e c o n o m i c  f r e e d o m  

for a common cause; 3) a w i l l i n g n e s s  to invest in (take r i s k s  

in) and p a t r o n i z e  a b u s i n e s s  that is s e c o n d a r y  tc the p r i m a r y  

a c t i v i t y  of the m e m b e r s ;  a n d  4) s u f f i c i e n t  f i n a n c i a l  s t r e n g t h  and 

m e m b e r s h i p  c o m m i t m e n t  to w i t h s t a n d  s h o r t - r u n  p r e d a t o r y  p r i c i n g  

b e h a v i o r  and o t h e r  p r e d a t o r y  t a c t i c s  of firms w i t h  w h i c h  a 

c o o p e r a t i v e  b e g i n s  to c o m p e t e .  The last r e q u i r e m e n t  e x i s t s  

e s p e c i a l l y  for c o o p e r a t i v e s  b e c a u s e  they are u s u a l l y  formed in 

r e s p o n s e  to a p e r c e i v e d  or a c t u a l  failure of e x i s t i n g  b u s i n e s s e s  

to me e t  the n e e d s  of its m e m b e r s .

T he p r i m a r y  d i f f e r e n c e  b e t w e e n  the internal c o n t r o l  of a 

c o o p e r a t i v e  a n d  that of o t h e r  b u s i n e s s  forms d e r i v e s  from the 

fact that, in a c o o p e r a t i v e ,  i n t e r n a l  c o n t r o l  is d e m o c r a t i c ;  

v o t i n g  ri g h t s  are s p r e a d  e q u a l l y  a m o n g  me m b e r s ,  r a t h e r  than 

c o n trol b e i n g  p r o p o r t i o n a l  to e q u i t y  o w n ership. E q u i t y  o w n e r s h i p  

in a c o o p e r a t i v e  is b a s i c a l l y  p r o p o r t i o n a l  to p a t r o n a g e .  T h e
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d e m o c r a t i c a l l y  e l e c t e d  B o a r d  of D i r e c t o r s  of the c o o p e r a t i v e  

is t y p i c a l l y  r e s p o n s i b l e  to the m e m b e r s h i p  for e s t a b l i s h i n g  p o l i c y  

and for h i r i n g  a n d  r e t a i n i n g  competent m a n a g e m e n t .  N o t w i t h s t a n d i n g  

the o r g a n i z a t i o n a l  d i f f e r e n c e s ,  and a s s e r t i o n s  b y  r o m a n t i c i s t s  

to the c o n t r a r y ,  c o o p e r a t i v e s  are p r o f i t - o r i e n t e d  i n s t i t u t i o n s  

to w h i c h  s t a n d a r d  c r i t e r i a  for e v a l u a t i n g  b u s i n e s s  s u c c e s s  

apply. (The a c c o u n t i n g  d a t a  used for s u c h  e v a l u a t i o n  m a y  r e q u i r e  

some m o d i f i c a t i o n ,  h owever, d e p e n d i n g  u p o n  the p r i c i n g  p r a c t i c e s  

of the c o o p e r a t i v e  in q u e s t i o n . )

T he T r a d i t i o n a l  M o d e l  of C o o p e r a t i v e  D e v e l o p m e n t : T h e

formation of a c o o p e r a t i v e  u s u ally f o l lows a p r e d i c t a b l e  p attern.

An i n d i v i d u a l  e x p e r i e n c e d  w i t h  c o o p e r a t i v e  b u s i n e s s e s  is c a l l e d  

upon to e d u c a t e  an i n t e r e s t e d  core group of p o t e n t i a l  c o - o p  

members. In s e e k i n g  this input, the core g r o u p  is r e s p o n d i n g  

to a p e r c e i v e d  u n s a t i s f i e d  need of a g roup of f a r m  or a q u a t i c  

b u s i n e s s e s  of w h i c h  the c o r e  group is a part. If, b a s e d  up o n  the 

initial i n f o r m a t i o n  o b t a i n e d ,  the core g r o u p  b e l i e v e s  a c o o p e r a­

tive is d e s i r a b l e  and feasible, it must p r o c e e d  to e d u c a t e  the 

larger g r o u p  a b o u t  the r e a l i t i e s  of forming a c o o p e r a t i v e .

The most p r e s s i n g  r e a l i t i e s  are: 1) the n e e d  to o b t a i n  e q u i t y

capital for the c o o p e r a t i v e  from among its ( p o t e n t i a l )  m e m b e r s ;

2) the n e e d  for a s t r o n g  p a t r o n a g e  a g r e e m e n t  b e t w e e n  m e m b e r s  

ant. die c o o p e r a t i v e ;  and 3) the need to h i r e  a p r o f e s s i o n a l  

m a n a g e r  w i t h  e x p e r i e n c e  in the line(s) of b u s i n e s s  to be 

entered. If the larger group, or a s i g n i f i c a n t  p o r t i o n  thereof, 

remain s u p p o r t i v e  of the c o n c e p t  of f o r m i n g  a c o o p e r a t i v e ,  then 

p l a n n i n g  a n d  f e a s i b i l i t y  a n a l y s e s  must p r o c e e d  in o r d e r  to c l e a r l y  

define the p o t e n t i a l  b e n e f i t s ,  the f i n a n c i a l  c o m m i t m e n t s ,  and
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th e  risks to be a s s u m e d  by m e m b e r s .  Only after t h e  r e s u l t s  of 

t h e s e  a n alyses a r e  a v a i l a b l e ,  can p o t e n t i a l  m e m b e r s  r e a l i s t i c a l l y  

a s s e s s  their w i l l i n g n e s s  to c o m m i t  to a c o o p e r a t i v e  o r g a n i z a t i o n .

The e d u c a t i o n ,  p l a n n i n g ,  a n d  a n a l y s i s  p h a s e s  w i l l  n o r m a l l y  

r e q u i r e  t a l ents a n d  r e s o u r c e s  b e y o n d  those a v a i l a b l e  to the 

l o c a l  group. In t h e  c a s e  of a g r i c u l t u r e  c o o p e r a t i v e  f o r m a t i o n ,  

t h e r e  is t y p i c a l l y  a s p o n s o r i n g  o r g a n i z a t i o n  to p r o v i d e  su c h  

a s s i s t a n c e .  S p o n s o r s  i n c l u d e  e s t a b l i s h e d  c o o p e r a t i v e s ,  f e d e r a­

ti o n s  of c o o p e r a t i v e s  a n d  local f a r m  credit a g e n c y  r e p r e s e n t a t i v e s .

I m p e d i m e n t s  to  the A p p l i c a t i o n  of the T r a d i t i o n a l  M o d e l

T h e r e  a p p e a r s  to b e  a n u m b e r  of c o n t r a s t s  b e t w e e n  the n a t u r e  

of f i s h i n g  and f a r m  b u s i n e s s e s  that may impede t h e  f o r m a t i o n  of 

f i s h i n g  c o o p e r a t i v e s  r e l a t i v e  to t h eir fa r m  c o u n t e r p a r t s .  First, 

f a r m i n g  is u s u a l l y  a full time o c c u p a t i o n ,  w h e r e a s  f i s h : n g  o f t e n  

c o n s t i t u t e s  only o n e  of two or m o r e  s o u r c e s  of a n n u a l  income. 

S e c ond, due to t h e  m o b i l i t y  of fi s h  stocks and the d i f f e r e n t i a l  

c o n d i t i o n  of s t o c k s  in d i f f e r e n t  areas, fishing l o c a t i o n  is o f t e n  

unstable. Both of t h e s e  f a c t o r s  m a k e  fishing b u s i n e s s e s  m o r e  

g e o g r a p h i c a l l y  t r a n s i e n t .  Third, f a r mers are p r o t e c t e d  by 

s t a n d a r d  p r o p e r t y  r i g h t s  w h e r e a s  f i s h e r m e n  o ften c o m p e t e  in a 

c o m m o n  p r o p e r t y  e n v i r o n m e n t .  M a n y  o b s e r v e r s  b e l i e v e  that this 

d i f f e r e n c e  g e n e r a t e s  (or a t t r a c t s )  an indep e n d e n t  n a t u r e  that is 

u n i q u e  to the m e m b e r s  of the f i s h i n g  industry. It is r e a s o n a b l e  

to c o n c l u d e  that t h e  m o r e  p e o p l e  ta k e  p r ide in a n d  v a l u e  their 

i n d e p e n d e n c e ,  the m o r e  d i f f i c u l t  it w o u l d  be to a r o u s e  s u c h  p e r s o n s  

to a c o o p e r a t i v e  cause. (In s o m e  respects, of c o u r s e ,  m e m b e r s h i p  

in a c o o p e r a t i v e  c o u l d  b e  a m e a n s  to g r e a t e r  i n d e p e n d e n c e .  Ma n y
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fi s h i n g  c o o p e r a t i v e s  w e r e  o r i g i n a l l y  e s t a b l i s h e d  to o b t a i n  

e c o n o m i c  f r e e d o m  lost by a d e g r e e  of d e p e n d e n c e  u p o n  f i s h i n g  

c o m p a n i e s  as a s o l e  m a r k e t  for p r o d u c t  and the o n l y  a v a i l a b l e  

s o u r c e  of c r e d i t  d u r i n g  the o f f  season.) F o u rth, the p r o d u c t i­

vity of the b a s i c  resource, fi s h  stocks, is m o r e  s u b j e c t  to 

u n c o n t r o l l a b l e  n a t u r a l  f l u c t u a t i o n  than is the b a s i c  land r e s o u r c e  

to b r eak away f r o m  t r a d i t i o n a l  i n s t i t u t i o n a l  a r r a n g e m e n t s  that 

have p r o t e c t e d  t h e m  d u r i n g  p e r i o d s  of c a s h - f l o w  i n t e r r u p t i o n ;  

e.g., p r o v i s i o n  of c r e d i t  and s u p p l i e s  by p r o c e s s o r s .  An 

a d d i t i o n a l  f a c t o r  that is p r o b a b l y  un i q u e  to A l a s k a ' s  r u ral a r e a s  

is that in these a r e a s  c o m m e r c i a l  f i s h i n g  r e p r e s e n t s  a s e a s o n a l  

cash e c o n o m y  a c t i v i t y  for p e o p l e  w h o  are p r e d o m i n a n t l y  o r i e n t e d  

to a s u b s i s t e n c e  e c o n o m y  and lifestyle. B e c a u s e  c o o p e r a t i v e s  

are t y p i c a l l y  full time, p r o f i t  o r i e n t e d  b u s i n e s s e s ,  t h e r e  w o u l d  

ap p e a r  to be j u s t i f i c a t i o n  for q u e s t i o n i n g  t heir c o m p a t a b i l i t y  

with a p r e d o m i n a n t l y  s u b s i s t e n c e  environment.

T h e  a b o v e  f a c t o r s  m a y  b e c o m e  s i g n i f i c a n t  i m p e d i m e n t s  to 

c o o p e r a t i v e  d e v e l o p m e n t  w h e n  f i s h e r m e n  are f a c e d  w i t h  the 

r e q u i r e d  c o m m i t m e n t  of c a p i t a l  and patronage. T h e s e  c o m m i t m e n t s  

are i m m e d i a t e  and r e l a t i v e l y  certain, the p o t e n t i a l  b e n e f i t s  are 

long term and u n c e r t a i n .  E v e n  the st a t u s  quo, w h i c h  may b e  v i e w e d  

with general d i s d a i n ,  is r e l a t i v e l y  certain.

E s t a b l i s h i n g  the N e e d  for a C o o p e r a t i v e

T h e r e  r e m a i n s  Lo be d i s c u s s e d  one f u n d a m e n t a l  determinant: 

of w h e t h e r  or not a m o v e m e n t  to form a c o o p e r a t i v e  s h o u l d  r e ach 

fruition: Is there a b a s i c  n e e d  for a c o o p e r a t i v e ?  C o o p e r a t i v e s

u s u a l l y  p e r f o r m  one or m o r e  of the f o l l o w i n g  f o u r  f u n ctions:
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1) s u p p l y  g o o d s  a n d / o r  s e r v i c e s  to m e m b e r s ,  r e f e r r e d  to  as a 

s u p p l y  co-op; 2) b a r g a i n  for p r i c e  w i t h  fish buyers, r e f e r r e d  to as 

a b a r g a i n i n g  co-op; 3) m a r k e t  the c a t c h  of m e mbers, a m a r k e t i n g  

co-op; and 4) p r o c e s s  t h e  c a t c h  of m e m b e r s ,  a p r o d u c e r ' s  co-op.

If a c o - o p  is to s u r v i v e  and p r o g r e s s ,  it m u s t  be able to p e r f o r m  

one o r  m o r e  of these f u n c t i o n s  in a m a n n e r  w h i c h  p r o v i d e s  

s i g n i f i c a n t l y  m o r e  e c o n o m i c  b e n e  , j s to m e m b e r s  than a r e  p r o v i d e d  

by e x i s t i n g  b u s i n e s s e s  w i t h  w h o m  m e m b e r s  h a v e  b e e n  c o n d u c t i n g  

b u s i n e s s .  L o c a l  e c o n o m i c  c o n c e n t r a t i o n  (i.e., the a b s e n c e  of 

i n t e n s e  comp tition) a n d / o r  i n e f f i c i e n c y  a m o n g  s u p p l i e r s  that 

s u p p l y  f i s h i n g  b u s i n e s s e s  a n d  a m o n g  b u y e r s  that buy the c a t c h  

of f i s h i n g  b u s i n e s s e s  m a y  b e  t h e  l e a d i n g  i n d u c e m e n t  to the f o r m a t i o n  

of f i s h e r m e n ' s  c o o p e r a t i v e s .  T h e s e  m a r k e t  i m p e r f e c t i o n s  c r e a t e  

an o p p o r t u n i t y  for a c o o p e r a t i v e  to b e t t e r  the e c o n o m i c  c o n d i t i o n  

of its members.

E a c h  p r o s p e c t i v e  m e m b e r  of a c o o p e r a t i v e  must w e i g h  the o p p o r­

tunit y  for e c o n o m i c  a d v a n t a g e  (often to b e  d e l a y e d  for an i n i t i a l  

p e r i o d )  a g a i n s t  the i m m e d i a t e  c o m m i t m e n t s  of c a p ital a n d  p a t r o n a g e .  

If, a f t e r  a t h o r o u g h  e v a l u a t i o n  a s i g n i f i c a n t  p o r t i o n  of the g r o u p  

r e m a i n s  e n t h u s i a s t i c a l l y  s u p p o r t i v e ,  t h e r e  is a r e a s o n a b l e  c h a n c e  

for s u c c e s s  and a c o o p e r a t i v e  s h o u l d  b e  formed.

T o  reiterate, the r e q u i r e d  i n g r e d i e n t s  for s u c c e s s  are

t h a t :

1. An e c o n o m i c  n e e d  is a p p a r e n t  a f t e r  a t h o r o u g h  a n a l y s i s  

has been con d u c t e d .

2. T h e r e  is s t r o n g  g r o u p  s u p p o r t  as e v i d e n c e d  b y  a firm, 

l e g a l l y  b i n d i n g  c o m m i t m e n t  of c a p i t a l  and p a t r o n a g e .

In this case, b y  i m p l i c a t i o n ,  any i m p e d i m e n t s  to g r o u p
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a c t i o n  th a t  m a y  e xist are s m a l l  in r e l a t i o n  to the 

p e r c e i v e d  p o t e n t i a l  b e n e f i t s  fr o m  j o i n t  action.

3. A c c o m p l i s h i n g  the first t w o  s t e p s  w o u l d  n o r m a l l y  r e q u i r e

the a s s i s t a n c e  of a sponsor.

4. O n c e  the d e c i s i o n  is m a d e  to f o r m  a c o o p e r a t i v e ,  a

p r o f e s s i o n a l ,  e x p e r i e n c e d  m a n a g e r  m u s t  b e  obtained.

5. D e b t  c a p i t a l  m u s t  be a v a i l a b l e  in s u f f i c i e n t  a m o u n t s

and on a p p r o p r i a t e  and c o m p e t i t i v e  terms. T h i s  c o n d i t i o n  

d e p e n d s  p r i m a r i l y  on the a b i l i t y  of the n e w  c o o p e r a t i v e  

to s a t i s f y  c o n d i t i o n s  one, two a n d  four.

W h i l e  t h e s e  c o n d i t i o n s  to s u c c e s s  m a y  a p p e a r  to be obv i o u s ,  t h eir 

a t t a i n m e n t  in p r a c t i c e  has o f t e n  p r o v e n  to be d i f f i c u l t .  The 

c e n t r a l  p o i n t  is that it is u n r e a s o n a b l e  to e x p e c t  f i n a n c i n g  to 

be m a d e  a v a i l a b l e  b y  the m a r k e t  ( c o n d i t i o n  five) in the a b s e n c e  

or b a s i c a l l y  f a v o r a b l e  e c o n o m i c  and o r g a n i z a t i o n a l  c o n d i t i o n s  

( c o n d i t i o n s  one t h r o u g h  four). L i k e w i s e ,  any p r o v i s i o n  of, or 

p a r t i c i p a t i o n  in, f i n a n c i n g  by the s t a t e  s h o u l d  be m a d e  on l y  in 

l i g h t  of t h e s e  b a s i c  c o n d i t i o n s ,  as they g o v e r n  the d e g r e e  of 

r i s k  i n c u r r e d  and the c h a n c e s  for p r o d u c i n g  s o c i a l l y  b e n e f i c i a l  

r e s u l t s .

B a n k s  for C o o p e r a t i v e s

The S p o k a n e  B a n k  for C o o p e r a t i v e s  and its c o u n t e r p a r t  in 

o t h e r  dis t r i c t s ,  e x i s t  to p r o v i d e  a " d e p e n d a b l e ,  c o n t i n u i n g  s o u r c e  

of loan funds" to e l i g i b l e  a g r i c u l t u r e  and a q u a t i c  c o o p e r a t i v e s .  

( " B a n k s  for C o o p e r a t i v e s :  H o w  T h e y  O p e r a t e , "  1973. A p p e n d i x  C. )

E l i g i b i l i t y  c o n d i t i o n s  for f i s h e r i e s  c o o p e r a t i v e s  a r e  found in 

Loan P o l i c i e s  and G u i d e l i n e s  for F i s h e r i e s  C o o p e r a t i v e s ,  R e s o l u -
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t i o n  of t h e  B o a r d  of D i r e c t o r s  of the S p o k a n e  B a n k  for C o o p e r a­

tives, w h i c h  is a t t a c h e d  to this re p o r t  as p a r t  of A p p e n d i x

,\

No. . B a s i c a l l y ,  they r e q u i r e  b o n a  fide c o o p e r a t i v e  o r g a n i z a t i o n ,  

s u p p o r t i v e  m e m b e r s h i p ,  m a n a g e r i a l  a n d  f i n a n c i a l  s t r e n g t h ,  b r o a d  

d i s c r e t i o n a r y  p o w e r s  v e s t e d  in the B o a r d  of D i r e c t o r s ,  e c o n o m i c­

all y  f e a s i b l e  a c t i v i t i e s  t h a t  p r o v i d e  a r e a s o n a b l e  p r o s p e c t  of 

loan r e p a y m e n t ,  a n d  the a b i l i t y  to p r o v i d e  a p p r o p r i a t e  s e c u rity.

B o r r o w i n g  c o o p e r a t i v e s ,  the p a t r o n s  a n d  o w n e r s  of the 

C o o p e r a t i v e  B a n k s  for C o o p e r a t i v e s  System, o b t a i n  e q u i t y  o w n e r­

sh i p  in t h e i r  b a n k  t h r o u g h  s t o c k  p u r c h a s e  at the ti m e  of f irst  

loan (a m i n i m u m  of o n e  s h a r e  at $1 0 0  par v a l u e ) ,  a d d i t i o n a l  

s h a r e s  in p r o p o r t i o n  to i n t e r e s t  paid, and a n n u a l  net s a v i n g s  as 

e i t h e r  a s t o c k  p a t r o n a g e  r e f u n d  or a l l o c a t e d  surplus:. ( " B a n k s  

for C o o p e r a t i v e s :  H o w  T h e y  O p e r a t e . " )  T h e  e q u i t y  of i n a c t i v e

b o r r o w e r s  is r e t u r n e d  on a r e v o l v i n g  plan basis.

The S p o k a n e  B a n k  has not b e c o m e  a s i g n i f i c a n t  p r o v i d e r  of 

f i s h e r i e s  l o a n s  in A l a s k a  o r  its district, d e s p i t e  e f f o r t s  to 

a t t r a c t  the p a t r o n a g e  of f i s h e r i e s  c o o p e r a t i v e s .  It p r e s e n t l y  

has only o n e  s u c h  loan o u t s t a n d i n g  in its d i s t r i c t ,  to a c o o p e r a t i v e  

l o c a t e d  in A l a ska, a n d  has h a d  one o t h e r  f i s h e r i e s  loan in Alaska.

Mr. A l f r e d  E. Van Winkle, s e n i o r  vi c e  p r e s i d e n t ,  a n d  Mr. L a r r y  

K. B u t t e r f i e l d ,  a s s i s t a n t  v i c e  president, of the C r e d i t  D e p a r t­

me n t  of the S p o k a n e  B a n k  are c o n t i n u i n g  in t h e i r  ef::orts to 

e x p a n d  the b a n k ' s  a q u a t i c  loan program. N a t i o n w i d e  the s i t u a t i o n  

is m u c h  the same; the B a n k s  for C o o p e r a t i v e s  S y s t e m  has only ten 

a q u a t i c  l o a n s  o u t s t a n d i n g ,  t o t a l l i n g  a p p r o x i m a t e l y  *55 00 , 000. 

( C o r r e s p o n d e n c e  f r o m  Mr. N o e l  G. Stocker, F a r m  Credr.t A d m i n i s t r a t i o n . )

It w o u l d  a p p e a r  that A l a s k a n  f i s h e r i e s  c o o p e r a t i v e s  have
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r e a s o n a b l e  a c c e s s  to t h e  S p o k a n e  B a n k  for C o o p e r a t i v e s .  It is 

not c o n s i s t a n t  w i t h  the o p e r a t i n g  p r o c e d u r e s  of the B a n k  to 

m a i n t a i n  l o c a l  o r  b r a n c  offices. In 1977, the B a n k  m a i n t a i n e d  

a loan p o r t f o l i o  of $ 2 7 0  m i l l i o n  w i t h  a s t a f f  of a p p r o x i m a t e l y  

two dozen. O p e r a t i n g  e x p e n s e s  p e r  $ 1 0 0  of a v e r a g e  loan v o l u m e  

o u t s t a n d i n g  r a n g e d  f r o m  $.39 to $.49 b e t w e e n  1 9 7 3  and 1976, or 

f r o m  a p p r o x i m a t e l y  .4% to .5% of l oans o u t s t a n d i n g .  (Ann u a l  

R e p o r t ), 1975 a n d  1976. S p o k a n e  B a n k  for C o o p e r a t i v e s . )

O f f i c i a l s  of t h e  B a n k  h a v e  i n d i c a t e d  a w i l l i n g n e s s  to t r a v e l  to 

A l a s k a  to the d e g r e e  n e c e s s a r y  to s e r v i c e  a c t u a l  or  p o t e n t i a l  

c u s t o m e r s  and, in fact, an e x t e n s i v e  t o u r  w a s  c o n d u c t e d  this past 

summer. It is t h e  a u t h o r ' s  o p i n i o n  t h a t  the g e o g r a p h i c  d i s t a n c e  

b e t w e e n  the B a n k ’s l o c a t i o n  and p o t e n t i a l  A l a s k a n  b o r r o w e r s  is 

not a m a j o r  i m p e d i m e n t  t o  the B a n k ' s  a b i l i t y  to f u l f i l l  its 

f u n c t i o n  in t h e  state. T o  the ex t e n t  t h a t  A l a s k a n  f i s h e r i e s  

c o o p e r a t i v e s  s u f f e r  a l o c a t i o n a l  d i s a d v a n t a g e  c o m p a r e d  to o t h e r  

c o o p e r a t i v e s  in the S p o k a n e  d i s t rict, it is one that c o u l d  be 

o v e r c o m e  w i t h  f r e q u e n t  m a i l i n g s  and s t a f f  travel.

P r o b l e m s  o f  A c c e s s  to B C  L o a n  P r o g r a m s  

T h e r e  are, n o n e t h e l e s s ,  s i g n i f i c a n t  p r o b l e m s  of a c c e s s  to 

the B a n k ' s  l e n d i n g  p r o g r a m s  that are u n r e l a t e d  to dista n c e .

(This d i s c u s s i o n  r e f e r s  only to c o o p e r a t i v e s  h a v i n g  a m o n g  t h e i r 

f u n c t i o n s  s u p p l y ,  m a r k e t i n g ,  or p r o d u c t i o n ,  it e x c l u d e s  p u r e l y  

b a r g a i n i n g  c o o p e r a t i v e s  on the p r e s u m p t i o n  that the l a t t e r  w o u l d  

have i n f r e q u e n t  n e e d  to b o r r o w . ) T h e y  m a y  be g r o u p e d  i n t o  two 

c a t e g o r i e s .  F i r s t ,  t h e r e  are the e x i s t i n g  f i s h e r i e s  c o o p e r a t i v e s  

w h o s e  f i n a n c i a l  c o n d i t i o n  is unsound. S u c h  c o o p e r a t i v e s  are not



e l i g i b l e  b o r r o w e r s  f r o m  the B a n k  o r  o t her m a r k e t  sou r c e s .  T h e  

u n d e r l y i n g  d i f f i c u l t y  can u s u a l l y  b e  t r a c e d  to w e a k  m e m b e r s h i p  

support, i n s u f f i c i e n t  c a p i t a l i z a t i o n ,  p o o r  m a n a g e m e n t ,  m i s j u d g -  

m e n t  as to the b a s i c  e c o n o m i c  n e e d  for a c o o p e r a t i v e ,  or so m e  

c o m b i n a t i o n  of these. N o t e  that t h e r e  is a f a i l u r e  to s a t i s f y  

o n e  or m o r e  of t h e  n e c e s s a r y  c o n d i t i o n s  to a s u c c e s s f u l  c o o p e r a­

tive d i s c u s s e d  ear l i e r .  In su c h  cases, a c c e s s  to f i n a n c i n g  is 

no t  the b a s i c  p r o b l e m ,  a l t h o u g h  in some c i r c u m s t a n c e s ,  f i n a n c i a l  

a s s i s t a n c e  may be j u s t i f i e d  a s s u m i n g  the m o r e  f u n d a m e n t a l  p r o b l e m s  

can be s o l v e d  first. F o r  the f u n d a m e n t a l  p r o b l e m s ,  e d u c a t i o n a l  

and s p o n s o r s h i p  a s s i s t a n c e  m a y  be w a r r a n t e d ,  as the r e s u l t i n g  

e x p e n d i t u r e s  w o u l d  at least have s o m e  p r o m i s e  of y i e l d i n g  a 

p o s i t i v e  so c i a l  return.

Th e  s e c o n d  c a t e g o r y  c o n s i s t s  of  gr o u p s  of p o t e n t i a l  c o o p e r a­

tive m e m b e r s  w h o  h a v e  i n t e r e s t  in the Ba n k  as a s o u r c e  of f u n d s  

for the c o o p e r a t i v e  th e y  ho p e  to form. However, the B a n k ' s  

l e n d i n g  p r o g r a m s  are not a v a i l a b l e  until a f t e r  s u c c e s s f u l  f o r m a­

tion of the c o o p e r a t i v e  has t a k e n  place. T o  get to that p o i n t ,  

o r  to d e c i d e  firmly that to do so w o u l d  be u n d e s i r a b l e ,  e d u c a­

tio n a l  and s p o n s o r s h i p  a s s i s t a n c e  s h o u l d  be the h i g h e s t  p r i o r i t y  

f o r m  of p u b l i c  a s s i s t a n c e ,  s h o u l d  the la t t e r  be s e r i o u s l y  

c o n t e m p l a t e d .  C o n s i d e r a t i o n  of d i r e c t  financial a s s i s t a n c e  to 

c o o p e r a t i v e s  s h o u l d  not be g i ven u n til a f t e r  the f u n d a m e n t a l  

p r o b l e m s  are s o l v e d  and o n l y  then u n d e r  r e s t r i c t i v e  c o n d i t i o n s .  

P o t e n t i a l  forms of s t a t e  f i n a n c i a l  a s s i s t a n c e  and the c o n d i t i o n s  

u n d e r  w h i c h  they s h o u l d  a p p l y  are d i s c u s s e d  in the last s e c t i o n  

of this report.

The r e m a i n i n g  g r o u p  of c o o p e r a t i v e s ,  those a l r e a d y  f o r m e d



and in s o u n d  f i n a n c i a l  c o n d i t i o n ,  a p p e a r  t o  h a v e  u n h a m p e r e d  

access to t h e  S p o k a n e  B a n k ' s  p r o g r a m s  and o t h e r  m a r k e t  sources.

For this g r o u p  of c o o p e r a t i / e s  no s p e c i a l  p r o g r a m s  a p p e a r  to be 

n e c e s s a r y  for n o r m a l  b o r r o w i n g  activi t i e s .  H o w e v e r ,  t h e r e  m a y  

be a r eas of f i s h e r i e s  d e v e l o p m e n t ,  e.g., b o t t o m f i s h ,  w h e r e  the 

s t a t e  may w i s h  to a u g m e n t  t h e  s u p p l y  of c a p i t a l  to c o o p e r a t i v e s  

e n g a g i n g  in the s e l e c t e d  activity. A n y  p r o v i s i o n  of f i n a n c i a l  

a s s i s t a n c e  b y  the s t a t e  to e n c o u r a g e  s e l e c t e d  a c t i v i t i e s  by 

c o o p e r a t i v e s  s h o u l d  be t a r g a t e d  at e s t a b l i s h e d ,  f i n a n c i a l l y  

s o u n d  c o o p e r a t i v e s  first, a n d  o n l y  the m o s t  p r o m i s i n g  n e w  c o o p e r a­

tives s e c o n d  (t h e r e  are s t r a i g h t  f o r w a r d  c r i t e r i a  for s e l e c t i n g  

these). T h i s  t o p i c  is a d d r e s s e d  f u r t h e r  in t h e  f i n a l  s e ction.

P r o d u c t i o n  C r e d i t  A s s o c i a t i o n s  

P r o d u c t i o n  C r e d i t  A s s o c i a t i o n s  are the l o c a l  l e n d i n g  a g e n c i e s  

of the F e d e r a l  I n t e r m e d i a t e  C r e d i t  B a n k  Syst e m .  As d i s c u s s e d  in 

the first s e c t i o n  of t h i s  report, b o t h  P C A s  a n d  F I C B s  are 

c o o p e r a t i v e  f i n a n c i a l  i n s t i t u t i o n s  that are o w n e d  a n d  c o n t r o l l e d  

by their m e m b e r s .  T h e r e  are t h r e e  s i g n i f i c a n t  d i f f e r e n c e s  

b e t w e e n  the B C  S y s t e m  and the P C A / F I C B  s y s tem, in that: 1) the

latter has a local l e n d i n g  agency, the P C A  w h i c h  in tu r n  f r e­

qu e n t l y  h a s  b r a n c h  o f f i c e s  (there are 430 P C A s  w i t h  1 , 5 0 0  full 

time o f f i c e s ) ;  2) t h e  c l i e n t e l  and m e m b e r s h i p  of the P C A  c o n s i s t s  

of i n d i v i d u a l  f a r m  a n d  a q u a c i c  b u s i n e s s e s  r a t h e r  t h a n  c o o p e r a­

tive a s s o c i a t i o n s  of su c h  b u s i n e s s e s ,  a n d  t h e  P C A  is the c l i e n t e l  

of the FICB; and 3) the BC S y s t e m  p r o v i d e s  t h e  full r a n g e  of 

c redit s e r v i c e s ,  w h e r e a s  the P C A  p r o g r a m  is l i m i t e d  to s h o r t  and 

i n t e r m e d i a t e  t e r m  c r e d i t  (se v e n  y e a r  limit w i t h  the p o s s i b i l i t y
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of a t h r e e  y e a r  e x t e n s i o n ) .

Of the 30 P C A s  w i t h i n  t h e  S p o k a n e  D i s t r i c t ,  five h a v e  

a q u a t i c  loan p r o g r a m s .  T h e s e  P C A s  ho l d  a total of a p p r o x i m a t e l y  

$ 2 0 . 5  m i l l i o n  in a q u a t i c  l o a n s  as of April, 1977. On t h a t  s a m e  

date, t h e  S p o k a n e  D i s t r i c t  P C A s  h e l d  2 9 . 4 %  of the $ 6 9 . 5  m i l l i o n  

P C A  a q u a t i c  loans o u t s t a n d i n g  n a t i o n a l l y  and the 499 c u s t o m e r s  

s e r v i c e d  r e p r e s e n t  2 8 %  of the t o t a l  n u m b e r  of a q u a t i c  b o r r o w e r s  

(1,601). T h e  a v e r a g e  a q u a t i c  loan size in the S p o k a n e  D i s t r i c t  

is $ 4 5,600, s l i g h t l y  h i g h e r  t h a n  the n a t i o n a l  average. As of 

D e c e m b e r ,  1976, the five P C A s  e n g a g e d  in a q u a t i c  l e n d i n g  h a d  

a q u a t i c  loans r a n g i n g  f r o m  3 . 6 4 %  to 6 9 . 3 3 %  of t h e i r  t o t a l  l o ans 

o u t s t a n d i n g ,  and the a b s o l u t e  a m o u n t  of loans o u t s t a n d i n g  r a n g e d  

f r o m  $1 . 5  m i l l i o n  to $8 m i l l i o n .  F o r  the e n t i r e  d i s t r i c t  a q u a t i c  

l oans are a p p r o x i m a t e l y  2 . 5 %  of all loans ma d e  by P C A s  w i t h i n  

t he d i s t r i c t .  I n f o r m a t i o n  s u p p l i e d  by the F a r m  C r e d i t  A d m i n i s t r a­

tion  and the S p o k a n e  F I C B  is a t t a c h e d  as A p p e n d i x  c*

S p e c i a l  a t t e n t i o n  is c a l l e d  to the c o r r e s p o n d e n c e  f r o m  Mr.

W i l l i a m  F. B a ^ r a t t , p r e s i d e n t  of F I C B  of Spokane.

T h e  c h a r t e r s  of e a c h  P C A  p r o v i d e  for e x c l u s i v e  a r e a s  w i t h i n

w h i c h  the PCA is the s o l e  a g r i c u l t u r e  and a q u a t i c  l e n d i n g  a g e n t

of the d i s t r i c t  FICB. A l a s k a  is p r e s e n t l y  w i t h i n  the a s s i g n e d  

s u b d i s t r i c t  of the N o r t h w e s t  L i v e s t o c k  PCA, Portland, O r e g o n .  Air. 

J.E. H e r b u r g e r ,  m a n a g e r ,  i n d i c a t e d  that his a s s o c i a t i o n  w a s  a n x i o u s  

to e x p a n d  its a q u a t i c  l e n d i n g  p r o g r a m  in Alaska. At p r e s e n t ,  the 

P C A  has a part time a g e n t  in A l a s k a ,  Mr. G e o r g e  C r o w t h e r  w h o  is 

a loan o f f i c e r  of the A l a s k a  R u r a l  R e h a b i l i t a t i o n  C o r p o r a t i o n ,  

l o c a t e d  in Palmer. A b o u t  4 %  of N o r t h w e s t  L i v e s t o c k  P C A ' s  t otal 

loan v o l u m e  c o n s i s t  of a q u a t i c  loans. Lo a n  terms for a q u a t i c
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b o r r o w e r s  are c o m p a r a b l e  t o  t hose of o t h e r  b o r r o w e r s  of the 

A s s o c i a t i o n .  B o r r o w e r s  are r e q u i r e d  to ha v e  a 4 0 %  e q u i t y  

p o s i t i o n  for n e w  v e s s e l  l o a n s  and 5 0 %  for u s e d  ve s s e l s .  T h e  

m a x i m u m  t e r m  is s e v e n  ye a r s ,  w h i c h  in some c i r c u m s t a n c e s  c a n  be 

e x t e n d e d  for t h r e e  a d d i t i o n a l  years.

T h e  a u t h o r  d i s c u s s e d  w i t h  Mr. H e r b u r g e r  the p o s s i b i l i t y  of 

o p e n i n g  a b r a n c h  o f f i c e  in Alaska. W h i l e  the A s s o c i a t i o n  h a s  

c o n s i d e r e d  t h i s  p o s s i b i l i t y ,  t h e r e  is c o n s i d e r a b l e  u n c e r t a i n t y ,  

u n d e r  the p o l i c y  t h a t  i n t e r e s t  be the same to all b o r r o w e r s ,  

w h e t h e r  the v o l u m e  of  b u s i n e s s  w o u l d  be s u f f i c i e n t  to  c o v e r  the 

costs. F o r  e x a m p l e ,  w i t h  the i n d i c a t e d  p r e s e n t  o p e r a t i n g  s p r e a d  

o f  .4%, the p r e s e n t  v o l u m e  of A l a s k a  b u s i n e s s  of a p p r o x i m a t e l y  

$2 0  mi lion v o l u m e  o f  l o a n s  w o u l d  p r o v i d e  $80 , 0 0 0 .  T h e  c o s t  of 

an A l a s k a  o f f i c e  is v e r y  r o u g h l y  e s t i m a t e d  to be  b e t w e e n  $ 6 0 , 0 0 0  

a n d  $ 1 0 0 , 0 0 0  d e p e n d i n g  on s e r v i c e s  offered.

It w o u l d  a p p e a r  that p o t e n t i a l  A l a s k a  b o r r o w e r s  f r o m  the 

P C A / F I C B  S y s t e m  m u s t  c o n t e n d  w i t h  a s i g n i f i c a n t  l o c a t i o n a l  

d i s a d v a n t a g e  c o m p a r e d  to p o t e n t i a l  a q u a t i c  b o r r o w e r s  f r o m  the 

o t h e r  s t a t e s  in t h e  S p o k a n e  D i s t r i c t .  T h i s  is s u g g e s t e d ,  for 

e x ample, by the fact that W a s h i n g t o n  and O r e g o n  e a c h  h a v e  two  

P C A s  p r o v i d i n g  a q u a t i c  loan services. W i t h  the t o t a l  r e c o r d e d  

e x - v e s s e l  v a l u e  of A l a s k a  fish a n d  shell fish h a r v e s t  e x c e e d i n g  

$ 2 2 7  m i l l i o n  in 1976, it w o u l d  a p p e a r  c o n c e i v a b l e  t h a t  A l a s k a  

c o u l d  s u p p o r t  a P C A  o r  a b r a n c h  o f f i c e  of the N o r t h w e s t  L i v e s t o c k  

PCA. U s i n g  the a v e r a g e  r a t i o  of i n v e s t m e n t  ( v e s s e l  a n d  g ear)  

to g ross e a r n i n g s  ( f r o m  t h e  1973 survey, " C o s t  a n d  E a r n i n g s  of 

A l a s k a n  F i s h i n g  V e s s e l s  - An E c o n o m i c  S urvey", 1974, b y  the 

A l a s k a  C o m m e r c i a l  F i s h e r i e s  E n t r y  C o m m i s s i o n )  o f  1. 8 4  the

-58-



i n v e s t m e n t  v a l u e  of A l a s k a  f i s h  h a r v e s t i n g  v e s s e l s  and g e a r  is 

$4 1 8  m i l l i o n .  W i t h  an a s s u m e d  15 y e a r  a v e r a g e  c a p i t a l  t u r n o v e r ,  

a p p r o x i m a t e l y  $28 m i l l i o n  w o u l d  n e ? d  r e f i n a n c i n g  each year. W i t h  

an a s s u m e d  5 0 %  a v e r a g e  equity, b o r r o w i n g  d e m a n d  w o u l d  be $14 

m i l l i o n  annually. A s s u m i n g  that, 1) the P C A  c o u l d  c a p t u r e  the 

p e r c e n t a g e  of the m a r k e t  shown; 2) that o p e r a t i n g  loan d e m a n d  

w o u l d  be 10% of o u t s t a n d i n g  t e r m  loans; and 3) that in e a c h  year, 

1 2 . 5 %  of t e r m  l o ans o u t s t a n d i n g  in the p r e c e d i n g  year are r a p i d  

( b a s e d  on a s s u m e d  a v e r a g e  loan life of e i g h t  years) t o t a l  a n n u a l  

loan d e m a n d  w o u l d  a c c u m u l a t e  as s h o w n  in T able 6 .

T h e  c a l c u l a t i o n s  in T a b l e  6 are o n l y  i n d i c a t i v e  of the t y p e  

of i n f o r m a t i o n  that w o u l d  be  u s e f u l  for e v a l u a t i n g  the f e a s i b i l i t y  

of an i n - s t a t e  P C A  or P C A  b r a n c h  o f f ice; they d o  not c o n s t i t u t e  

a f o r m a l  forecast. S o m e  >f t h e  a s s u m p t i o n s  m a y  be off by an o r d e r  

of m a g n i t u d e ,  e.g., the asstfiS^Si 15 y e a r  a v e r a g e  c a p i t a l  t u r n o v e r ,  

and o t h e r  r e l e v a n t  f a c t o r s  h a v e  b e e n  e x c l u d e d  entirely, e.g., 

g r o w t h  of f i s h e r i e s  a n d  the c o r r e s p o n d i n g  e n t r y  of v e s s e l s  a n d  

gear, t e c h n o l o g i c a l  c h a n g e  a n d  c a p i t a l  upgrading. In a n y  event, 

t h e r e  w o u l d  a p p e a r  to b e  s u f f i c i e n t  i n d i c a t i o n  of o p p o r t u n i t y  for 

an i n - s t a t e  f a c i l i t y  to w a r r a n t  a f o r m a l  analysis.

T h e r e  are three f a c t o r s  o t h e r  t h a n  d i s t a n c e  that m a y  l imit 

the a c c e s s i b i l i t y  of P C A  f i n a n c i n g  to A l a s k a  f i s h i n g  b u s i n e s s e s  

by a f f e c t i n g  t h e i r  e l i g i b i l i t y .  First, the r e q u i r e m e n t s  for 

4 0 %  to 5 0 %  e q u i t y  on v e s s e l  l o a n s  may limit access. S e c ond, 

m a n y  f i s h e r m e n  lack the b u s i n e s s  a c u m e n  to p r o p e r l y  p r e p a r e  

f i n a n c i a l  s t a t e m e n t s  a n d  d e v e l o p  fo r m a l  j u s t i f i c a t i o n  for a loan 

a p p l i c a t i o n .  P h y s i c a l  a c c e s s i b i l i t y  to a P C A  o f f i c e  o r  a g e n t  w o u l d  

h a v e  t h e  e f f e c t  of m u t i n g  t h i s  d i s a d v a n t a g e  b e c a u s e  s u c h  a s s i s t a n c e
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I T A B L E  6

T E N T A T I V E  E S T I M A T E S  OF A L A S K A  P C A  
(OR F U L L - S E R V I C E  P C A  B R A N C H  OFFICE) L O A N  D E M A N D *

(1)
Y E A R

•

(2)
T E R M  L O A N  
M A R K E T  SHARI

% A M O U N T

(3)
R E P A Y M E N T

(4)
N E T  C U M U L A­
TIV E  T E R M  
L O A N S  O U T­
S T A N D I N G

(5)
O P E R A T I N G  
L O A N  @ 10% 
O F  N E T  T E R M  
L O A N S  O U T­
S T A N D I N G

(6)
T O T A L  PCA 
L O A N S  O U T­
S T A N D I N G

0 14 1.96
25 1b96
rH 3 -95

5.98

.20 2.16
1 16 2.24 - .25 .40 4.35
2 18 2. 5 2 - .49 TX-L .60 6.58
3 20 2.80 - .75 8.03 .80 8.83
4 22 3.08 - 1 . 0 0 10.11 1.01 1 1 . 1 2
5 24 3.36 - 1 . 2 6 12.21 '..22 1 3 . 4 3
6 26 3.64 - 1 . 5 3 14.32 1.43 1 5 . 7 5
7 28 3 . 9 2 - 1 . 7 9 16.45 1.65 1 8 . 1 0
8 30 4 . 2 0 - 2 . 0 6 18.59 1.86 2 0 . 4 5
9 32 4.48 - 2 . 3 2 20.75 2.08 2 2 . 8 3

10 34 4.76 - 2 . 5 9 22.92 2.29 2 5 . 2 1
11 36 5.04 - 2 . 8 7 25.09 2.51 2 7 . 6 0
12 38 5.32 - 3 . 1 4 27.27 2.73 3 0 . 0 0
13 40 5.60 - 3 . 4 1 29.45 2.95 3 2 . 4 1
14 4 0 5.60 - 3 . 6 8 31.38 3.14 3 4 . 5 2
15 40 5.60 - 3 . 9 2 33.06 3 . 3 1 36.37
16 40 5.60 - 4 . 1 3 34.53 3.45 3 7 . 9 8
17 40 5.60 - 4 . 3 2 35.81 3.58 3 9 . 3 9
18 40 5.60 - 4 . 4 8 36.93 3.69 4 0 . 6 2
19 40 5.60 - 4 . 6 2 37.91 3.79 4 1 . 7 0
20 40 5.60 - 4 . 7 4 38.77 3.88 4 2 . 6 5

etc. etc. etc. e t c . e t c . e t c . 

----------- ------1
(2) M a r k e t  s h a r e  (%) X 14 m i l l i o n  =  A m o u n t  of l o a n s  in e a c h  y ear. 
I n i t i a l  y e a r  b e g i n s  w i t h  a p p r o x i m a t e  c u r r e n t  m a r k e t  s h a r e  ($1.96 
m i l l i o n  j $14 m i l l i o n )  b a s e d  on t h e  e s t i m a t e d  f i s h e r i e s  lo a n  d e m a n d  
o f  $14 m i l l i o n .  M a r k e t  s h a r e  is a s s u m e d  to g r o w  at 2% p e r  y e a r  
u n t i l  it r e a c h e s  40%.

(3) A n n u a l  r e p a y m e n t  = 1 2 . 5 %  of p r e c e d i n g  y e a r  l o a n s  o u t s t a n d i n g ,  
b a s e d  o n  a s s u m e d  a v e r a g e  l o a n  l i f e  of 8 years.

(4) N e t  c u m u l a t i v e  t e r m  l o a n s  o u t s t a n d i n g  (col. 4) = p r i o r  y e a r  
l o a n s  o u t s t a n d i n g  (col. 4) + n e w  l oans (col. 2) - r e p a y m e n t s  (col. 3).

* A l l  a m o u n t s  in m i l l i o n s  of 19 7 6  do l l a r s .  P l e a s e  n o t e  t h a t  t h i s  
t a b l e  is for i l l u s t r a t i v e  p u r p o s e s  only; too m a n y  a s s u m p t i o n s  w e r e  
r e q u i r e d  for it to be  c o n s i d e r e d  a n y t h i n g  b u t  t e n t a t i v e .
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c o u l d  be p r o v i d e d  as p a r -; of the l e n d i n g  service. T h e r e  are, 

of course, limits to the a m o u n t  of a s s i s t a n c e  that may p r o p e r t y  

be p r o v i d e d  by the p e r s o n  or p e r s o n s  w h o  w i l l  be d e c i d i n g  on a 

loan a p p l i c a t i o n .  Third, P C A s  are r e s t r i c t e d  to a seven y e a r  

l e n d i n g  t e r m  w i t h  some c a p a b i l i t y  for p r o v i d i n g  o n e  three y e a r  

e x t e n s i o n .  F i s h i n g  v e s s e l  l o ans are c o n v e n t i o n a l l y  f i n a n c e d  for 

a l o n g e r  p e r i o d  of up to 15 years. T h e  P C A / F I C B  S y s t e m  is 

p r e s e n t l y  a t t e m p t i n g  to o b t a i n  c o n g r e s s i o n a l  a p p r o v a l  for 15 

y e a r  t erms for a q u a t i c  loans.

T h e  s t a t e  m a y  wi s h  to i n t e r v e n e  to as s i s t  A l a s k a n  f i s h e r m e n  

to o b t a i n  g r e a t e r  ac c e s s  to the P C A / F I C B  System. The mo s t 

p r o m i s i n g  v e h i c l e s  for a c c o m p l i s h i n g  th i s  are d i s c u s s e d  in the 

final section.

O t h e r  S o u r c e s  of F i n a n c i n g  

The A l a s k a  C o m m e r c i a l  F i s h i n g  Lo a n  Act, PS 1 6 . 1 0 . 3 0 0  - 

AS 1 6 . 1 0 . 3 7 0 ,  a l l o w s  for l o a n s  by the A l a s k a  D e p a r t m e n t  o f  C o m m e r c e  

and E c o n o m i c  D e v e l o p m e n t  to i n d i v i d u a l  c o m m e r c i a l  f i s h e r m e n  of up 

to $ 1 5 0 , 0 0 0  for a te r m  of up to 15 y e a r s  at an in t e r e s t  r a t e  not 

to e x c e e d  7%. As of July, 1977, l o a i s  of $ 1 3 . 5  m i l l i o n  w e r e  

o u t s t a n d i n g .  T h i s  loan p r o g r a m  h a s  p o t e n t i a l  for an i n t e r f a c e  

w i t h  the a q u a t i c  loan p r o g r a m s  of the F a r m  C r e d i t  System, t h r o u g h  

AS 1 6 . 1 0 . 3 1 0 ( a )  5. or t h r o u g h  a m e n d m e n t ,  as d i s c u s s e d  in the 

final s e c t i o n  of this report.

T h e  A l a s k a  S mall B u s i n e s s  L o a n  P r o g r a m  p r o v i d e s  loans to 

any r e s i d e n t  (one ye a r  for i n d i v i d u a l s ,  c o r p o r a t e  h e a d q u a r t e r s  

in A l a s k a  for c o r p o r a t i o n s )  s m a l l  b u s i n e s s m a n  of up to $300, 0 0 0 ,  

but not to e x c e e d  75% of the cost, at 8% i n t e r e s t  for up to 15
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years. T h i s  p r o g r a m  h a d  loans o u t s t a n d i n g  of $ 1 4 . 3  m i l l i o n  as 

of July, 1977, b u t  on l y  a s m all f r a c t i o n  of this a m o u n t  h a s  b e e n  

to fish r e l a t e d  b u s i n e s s e s .

T h e  N a t i o n a l  M a r i n e  F i s h i n g  S e r v i c e  o f f e r s  a F i s h i n g  V e s s e l  

O b l i g a t i o n  G u a r a n t e e  p r o g r a m  for up to 7 5 %  of the co s t  of n e w  

ve s s e l  c o n s t r u c t i o n ,  r e c o n s t r u c t i o n ,  or r e c o n d i t i o n i n g  for v e s s e l s  

w h i c h  a d m e a s u r e  five net tons o r  over. F i s h i n g  g e a r  w h i c h  r e m a i n s  

i n t e g r a l l y  a t t a c h e d  to t h e  ve s s e l  d u r i n g  f i s h i n g  o p e r a t i o n s  is 

also e l i g i b l e .  T h i s  p r o g r a m  has the e f f e c t  of r e d u c i n g  the risk 

of d e f a u l t  on a q u a l i f y i n g  loan to zero. T h e  p r e p a r a t i o n  of 

loan d o c u m e n t s ,  c r e d i t  check, and f e a s i b i l i t y  a n a l y s i s  of the 

pr o j e c t  are all p e r f o r m e d  by N.M.F.S. e m p l o y e e s .  T h e  f i s h e r m e n  

pay for the s e r v i c e  t h r o u g h  a p a y m e n t  of .75% c h a r g e  on the 

o u t s t a n d i n g  b a l a n c e ;  t h i s  pa y s  the o p e r a t i n g  e x p e n s e s ,  i n c l u d i n g  

l o a n - l o s s  r e s e r v e s .  As of April, 1977, t here w e r e  16 u s e r s  of 

the p r o g r a m  in the P a c i f i c  N o r t h w e s t  ( i n c l u d i n g  Ala s k a ) .  An 

a g g r e g a t e  loan a m o u n t  o f  $15.4 m i l l i o n  is p r e s e n t l y  c overed.

Th i s  p r o g r a m  c a n n o t  be u s e d  in A l a s k a ' s  c o n d i t i o n a l  fisheries, 

sa l m o n  a n d  k i n g  crab.

A g r e e m e n t  in p r i n c i p l e  has been r e a c h e d  b e t w e e n  the F a r m  

Cr e d i t  S y s t e m  a n d  N.M . F . S .  for the use of the v e s s e l  loan g u a r a n t e e  

p r o g r a m  w i t h  P C A  loans. The b a r r i e r  to this in the past h a s  been 

the v a r i a b l e  ra t e  i n t e r e s t  s y s t e m  on P C A  loans. W h i l e  this 

i n t e r f a c e  has not be e n  a c t i v a t e d  at the time of this w r i t i n g ,  

there a r e  i n d i c a t i o n s  that N o r t h w e s t  L i v e s t o c k  PCA w o u l d  a t t e m p t  

to c o n s i d e r a b l y  e x p a n d  its A l a s k a  f i s h eries l o a n s  u n d e r  the 

g u a r a n t e e  pro g r a m .

T h e  N a t i o n a l  M a r i n e  F i s h e r i e s  S e r v i c e  a l s o  a d m i n i s t e r s  the
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C a p i t a l  C o n s t r u c t i o n  F u n d  w h i c h  a l l o w s  o t h e r w i s e  t a x a b l e  i n c o m e  

from a v e s s el(s) to be d e f e r r e d  f r o m  t a x a t i o n  by p l a c i n g  it into  

a s p e c i a l  a c c o u n t  for the p u r c h a s e  of a n e w  vessel. I n c o m e  so 

d e p o s i t e d  is d e d u c t e d  f r o m  the f i s h e r m a n ' s  t a x a b l e  inc o m e  in the 

y e a r  in w h i c h  it is earned. T h i s  i n c o m e  is r e c a p t u r e d  for t a x a t i o n  

by r e d u c i n g  the b a s i s  of the n e w  v e s s e l  f r o m  w h i c h  the d e p r e­

cia t i o n  d e d u c t i o n  is c a l c u l a t e d .  In the m e a n t i m e ,  the f i s h e r­

men have, in effect, r e c e i v e d  an i n t e r e s t - f r e e  loan. As of 

Sep t e m b e r ,  1977, $31 m i l l i o n  h a v e  b e e n  d e p o s i t e d  ( a g a i n s t  

o b j e c t i v e s  of $1 2 0  m i l l i o n )  a n d  $21 m i l l i o n  have b e e n  u s e d  for 

q u a l i f i e d  w i t h d r a w a l s .  T h e  C C F  has 419 u s e r s  in the P a c i f i c  

N o r t h w e s t ,  of w h i c h  125 are Alask a n s .

The N a t i o n a l  M a r i n e  F i s h e r i e s  S e r v i c e  has a loan p r o g r a m  

a u t h o r i z e d  bv the Fish a n d  W i l d l i f e  Act of 1956 as ame n d e d ,  to 

p r o v i d e  s e c u r e d  loans of up to $ 4 0 , 0 0 0  at 8 %  i n t e r e s t  for a 

m a x i m u m  term of 14 y e a r s  if the a p p l i c a n t  has no a l t e r n a t i v e  

s o u r c e s  of financing. T h i s  F i s h e r i e s  Loan F u n d  is not a p p l i c a b l e  

in c o n d i t i o n a l  f i s h e r i e s  e x c e p t  u n d e r  r e s t r i c t e d  c o n d i t i o n s .

T h e  Fu n d  has b e e n  u n d e r  m o r a t o r i u m  s i n c e  1973 but there are still 

$ 9 1 , 0 7 0  to be r e t i r e d  by A l a s k a n  fishermen. N .M.F.S. is 

d e v e l o p i n g  d r a f t  l e g i s l a t i o n  th a t  woud, a m o n g  o t h e r  things, 

r e p l a c e  t.he F i s h e r i e s  L o a n  F u n d  w i t h  a m o r e  c o m p r e h e n s i v e  f i s h e r i e s  

d e v e l o p m e n t  f i n a n c i n g  p a c k a g e ,  the F i s h e r i e s  D e v e l o p m e n t  Fund, 

that w o u l d  be d e s i g n e d  to c o m p l e m e n t  n a t i o n a l  f i s h e r i e s  d e v e l o p­

ment o b j e c t i v e s  a n d  the F i s h e r y  C o n s e r v a t i o n  and M a n a g e m e n t  

Act of  1976.

T h e  C o m m u n i t y  E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n  (CEDC), a 

n o n p r o f i t  c o r p o r a t i o n  f u n d e d  by a g r a n t  from the o f f i c e  of
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E c o n o m i c  D e v e l o p m e n t ,  C o m m u n i t y  S e r v i c e  A d m i n i s t r a t i o n ,  h a s  b e e n  

a c t i v e  in l e n d i n g  to  r u r a l  n a t i v e  f i s h e r i e s  d e v e l o p m e n t  b u s i n e s s e s  

( m o stly c o o p e r a t i v e s )  a n d  p r o v i d i n g  m a n a g e m e n t  and f i n a n c i a l  

p l a n n i n g  a s s i s t a n c e .  C E D C  m a k e s  low i n t e r e s t  l o a n s  t o  c o o p e r a t i v e s  

that w o u l d  not be c o n s i d e r e d  c r e d i t  w o r t h y  by o t h e r  f i n a n c i a l  

i n s t i t u t i o n s  i n c l u d i n g  t h e  B a n k s  for C o o p e r a t i v e s ,  p r i m a r i l y  

b e c a u s e  they lack o n e  o r  m o r e  of the i n g r e d i e n t s  f o r  s u c c e s s  d i s­

cu s s e d  above. T h i s  t y p e  o f  f i n a n c i a l  a s s i s t a n c e  r u n s  c o u n t e r  to 

the h y p o t h e s i s  that s o l u t i o n  of the m o r e  f u n d a m e n t a l  c o o p e r a t i v e  

p r o b l e m s  ( m e m b e r s h i p  c o m m i t m e n t  in the form of c a p i t a l  a n d  

p a t r o n a g e ,  a true e c o n o m i c  need, e x p e r i e n c e d  m a n a g e m e n t )  s h o u l d  

p r ecede, or at l e ast b e  s o l v a b l e  b j , f i n a n c i a l  a s s i s t a n c e .  T h e  

e x p e r i e n c e s  of C E D C  s h o u l d  be e v a l u a t e d  f u r t h e r  as a test of 

this h y p o t h e s e s  a n d  to  a i d  the i d e n t i f i c a t i o n  of f u n d a m e n t a l  

p r o b l e m s  ( i n c l u d i n g  f i n a n c i a l )  of r ural d e v e l o p m e n t  w i t h  w h i c h  

the s t a t e  m a y  be a b l e  to assist. T a b l e  7 c o m p a r e s  t h i s  a n d  the 

o t h e r  l e n d i n g  p r o g r a m s  d i s c u s s e d  in th i s  section.

P o l i c y  A l t e r n a t i v e s  for 
E n h a n c i n g  F i s h i n g  B u s i n e s s  A c c e s s  to C r e d i t

T h e  p r e c e d i n g  s e c t i o n s  p r o v i d e  a s u r v e y  of g o v e r n m e n t a l  

a s s i s t a n c e  to the f i n a n c i n g  of f i s h i n g  e n t e r p r i s e s .  T h e r e  has 

been an a t t e m p t  t h r o u g h o u t  to e m p h a s i z e  the s e c o n d a r y  role of 

t he f i n a n c i a l  input r e l a t i v e  to the p r i m a r y  role of the s e v e r a l  

m o r e  b a s i c  i n g r e d i e n t s  to a v i a b l e  e c o n o m i c  e n t e r p r i s e .  Indeed, 

c r e d i t  w o r t h i n e s s  is d e t e r m i n e d  by the d e g r e e  to w h i c h  a f i r m  and 

its p r o j e c t s  e m b o d y  the b a s i c  p r i m a r y  eleme n t s ,  a n d  t h e r e f o r e  

the e a s e  w i t h  w h i c h  the f i r m  can a c c e s s  f i n a n c i a l  s o u r c e s .  P r o­

gra m s  that a t t e m p t  t o  a l t e r  c o n d i t i o n s  of a c c e s s  a r e  c o n s t r a i n e d
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C o o p s m o n e y
S p o k a n e  B a n k

X B a r g a i n n o n e m a r k e t y e s 40% n o n e y e s
f o r  C o o p e r a t i v e s S u p p l y •h a p p r o x •

m a r k e t ,  p r o c e s s 1%
m o n e v

N o r t h w e s t m a r k e t y e s
L i v e s t o c k X X 7 y r s +  a p p r o x ■ 40% ..one y e s
P C A . 1 . 5 - 2 . 5 %

A l a s k a  C o m m e r c i a l
F i s h e r i e s  L o a n
P r o g r a m X X 15 y r s 7% y e s 25% $ 1 5 0 , 0 0 0 n o

A l a s k a  S m a l l
B u s i n e s s  L o a n X X  X 15 y r s 8% y e s 25% $ 3 0 0 , 0 0 0 n o

P r o g r a m

N M F S : F i s h e r i e s
L o a n  F u n d

X X 14 y r s 8% y e s 25% $ 4 0 , 0 0 0 N. A .

N M F S : F i s h i n g
V e s s e l  O b l i g a­ X X X 15 y r s m a r k e t y e s 25% n o n e y e s

t i o n  G u a r a n t e e

N M F S :  C a p i t a l
C o n s t r u c t i o n
F u n d X X  X N . A . N.A. N. A . N.A. N. A . y e s

C o o p s u p  t o
•

C . E . D . C . X P r o c e s s n o n e 7 . 5 % y e s 1 0 0 % n o n e y e s
M a r k e t
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C o o p s m o n e y
S p o k a n e  B a n k

X B a r g a i n n o n e m a r k e t y e s 40% n o n e y e s
f o r  C o o p e r a t i v e s S u p p l y + a p p r o x •

market, p r o c e s s 1%
m o n e y

N o r t h w e s t m a r k e t y e s
L i v e s t o c k X X 7 y r s + a p p r o x • 40% n o n e y e s
P C A 1 . 5 - 2 . 5 %

A l a s k a  Commercial
F i s h e r i e s  L o a n
P r o g r a m X X 15 y r s 7% y e s 25% $ 1 5 0 , 0 0 0 n o

A l a s k a  S m a l l
B u s i n e s s  L o a n X X X 15 yrs 8% y e s 25% $ 3 0 0 , 0 0 0 n o

P r o g r a m

N M F S :  F i s h e r i e s
L o a n  F u n d

X X 14 yrs 85 y e s 25% $ 40,000 N.A.

N M F S : F i s h i n g
V e s s e l  O b l i g a­ X X X 15 yrs m a r k e t y e s 25% n o n e yes

t i o n  G u a r a n t e e

N M F S :  C a p i t a l
■

.

C o n s t r u c t i o n
F u n d X X X N.A. N.A. N.A. N.A. N.A. y e s

C o o p s u p  to
•

C . E . D . C . X P r o c e s s n o n e 7.5% y e s 10 0 % n o n e y e s

M a r k e t
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to o p e r a t e  w i t h i n  the n a r r o w  b o u n d s  of t h i s  line of c a u s a t i o n  

( b a s i c  i n g r e d i e n t s  to a v i a b l e  e n t e r p r i s e  ■-> c r e d i t  w o r t h i n e s s  

■> f i n a n c i n g ) .  T o  r e v e r s e  the p r o c e s s  ( f i n a n c i n g  — > v i a b l e  

e n t e r p r i s e  -> c r e d i t  w o r t h i n e s s )  in t h e  h o p e  of e v e n t u a l l y  c r e a t i n g  

a v i a b l e  e n t e r p r i s e  c a p a b l e  of d e m o n s t r a t i n g  c r e d i t  w o r t h i n e s s  

t h r o u g h  the n o r m a l  m a r k e t  m e c h a n i s m s  is to r e v e r t  to a s u b s i d y  

p r o g r a m .  T h e r e  is a hi g h  p r o b a b i l i t y  that m o s t  of the d e p e n d e n t s  

of s u c h  a p r o g r a m  w i l l  have d i f f i c u l t y  s u r v i v i n g  in the m a r k e t  

p l a c e  w h e n  s u b s i d i e s  are w i t h d r a w n .  (The C E D C  R e f u n d i n g  P r o p o s a l  

is i l l u m i n a t i n g  in th i s  regard, pp. 69, 8 0 - 8 1 . )

T h e  f o r e g o i n g  sugge s t s ,  t h e r e f o r e ,  that the go a l  of 

e n h a n c i n g  the l o n g - r’.n e c o n o m i c  d e v e l o p m e n t  of the f i s h i n g  i n d u s t r y  

c o n s t r a i n s  the a v a i l a b l e  p o l i c y  a l t e r n a t i v e s  for i m p r o v i n g  ac c e s s  

to f i n a n c i n g  for f i s h i n g  b u s i n e s s e s  to t h o s e  w h i c h  w i l l  a s s i s t  

v i a b l e  e n t e r p r i s e s  and cr e d i t  w o r t h y  p r o j e c t s . T h e  re a s o n  is that 

o n l y  the l a t t e r  w i l l  g e n e r a t e  the s u s t a i n a b l e  employn,?nt, income, 

a n d  t a x  r e v e n u e  i m p a c t s  that are t h e  d e s i r e d  c o n s e q u e n c e s  of 

e c o n o m i c  d e v e l o p m e n t .

T h e  d i s c u s s i o n  of p o l i c y  a l t e r n a t i v e s  w h i c h  f o l l o w s  is b a s e d  

o n  t h e  p r e s u m p t i o n  of the e c o n o m i c  d e v e l o p m e n t  goal. O t h e r  social 

goals, t h o s e  w h i c h  m i g h t  s u g g e s t  f i n a n c i a l  s u b s i d y  p r o g r a m s  and 

h a v e  a h i g h  p r o b a b i l i t y  of p r o d u c i n g  o n l y  s h o r t - r u n  non- 

s u s t a i n a b i e  b e n e f i t s ,  w o u l d  r e q u i r e  p o l i c y  a l t e r n a t i v e s  o t h e r  

t h a n  t h o s e  d e v e l o p e d  here.

T h e  a u t h o r  is not c h a r g e d  w i t h  a d d r e s s i n g  the q u e s t i o n  of 

c a p i t a l  m a r k e t  i m p e r f e c t i o n s  in t h i s  report. N e v e r t h e l e s s ,  the 

r e c o m m e n d a t i o n s  w h i c h  f o l l o w  are b a s e d  on the a s s u m p t i o n  that 

A l a s k a  c a p i t a l  m a r k e t s  are i m p e r f e c t  to a d e g r e e  w h i c h  j u s t i f i e s
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e x t r a - m a r k e t  p r o g r a m s  d e s i g n e d  to af f e c t  cr e d i t  a v a i l a b i l i t y  

to f i s h i n g  b u s i n e s s e s .  As p o i n t e d  out in T u s s i n g ' s  report, in 

the a b s e n c e  of m a r k e t  i m p e r f e c t i o n s ,  such p r o g r a m s  w o u l d  m e r e l y  

d i s p l a c e  p r i v a t e  c a p i t a l  that w o u l d  have o t h e r w i s e  be e n  p r o v i d e d .

The a u t h o r  b e l i e v e s  that, in fact, c a p i t a l  m a r k e t s  are i m p e r f e c t  

to a d e g r e e  s u f f i c i e n t  to w a r r a n t  p u b l i c  p r o g r a m s  w h i c h  e n h a n c e  

c a p i t a l  access. T h e  i m p e r f e c t i o n s  d e r i v e  fr o m  h i g h  m a r k e t  

c o n c e n t r a t i o n  in the A l a s k a  b a n k i n g  i n d u s t r y  (w h i c h  has the effec-t 

of i n c r e a s i n g  the p r i c e  of credit, r e d u c i n g  the a v a i l a b i l i t y  of 

loanable funds, and r e d u c i n g  tne w i l l i n g n e s s  to a s s u m e  ri s k s )  

and i m p e r f e c t  k n o w l e d g e  a m o n g  p o t e n t i a l  i n v e s t o r s  a bout p r o f i t a b l e  

o p p o r t u n i t i e s  for i n v e s t m e n t .  T h e  i n f o r m a t i o n a l  i m p e r f e c t i o n  is 

p a r t i c u l a r l y  s e v e r e  in r e l a t i v e l y  small scale i n v e s t m e n t  indus t r i e s ,  

like fishing, w h e r e  lo a n  s e a r c h  and p r o d u c t i o n  c o s t s  are large in 

p r o p o r t i o n  to the a m o u n t  of the loan, and w h e r e  d e m a n d e r s  of 

funds are r e l a t i v e l y  i l l - e q u i p p e d  to s e e k  0"t s u p p l i e r s .  In large 

s c a l e  i n v e s t m e n t s ,  c o n c e n t r a t i o n  and i n f o r m a t i o n a l  i m p e r f e c t i o n s  

are m u t e d  by regional or even n a t i o n a l  c o m p e t i t i o n  a m o n g  b a n k s  

and o t h e r  l a r g e  financial firms that h a v e  large r e g i o n a l  or 

national l o a n - p r o d u c t i o n  p r o g r a m s .  Likewise, b o r r o w e r s  d i f f e r  

wi t h  r e g a r d  to their a b a i l i t y  to es c a p e  the local c r e d i t  m a r ket; 

this a b i l i t y  b e i n g  p o s i t i v e l y  c o r r e l a t e d  to f i r m  and p r o j e c t  size.

In s h o r t , the d e g r e e  to w h i c h  A l a s k a  c a p i t a l  m a r k e t s  are 

i m p e r f e c t  is d i f f e r e n t  for firms and i n v e s t m e n t  p r o j e c t s  of 

d i f f e r e n t  sizes. Small and i n t e r m e d i a t e  s c ale b u s i n e s s e s  are, 

in the a u t h o r ' s  view, s u b j e c t e d  to s u f f i c i e n t l y  i m p e r f e c t  c a p i t a l  

m a r k e t s  to w a r r a n t  c oncern. A l t h o u g h  e x i s t e n c e  of the s t a t e  loan 

p r o g r a m s  a p p e a r  to be r e l a t i v e l y  c u m b e r s o m e  and the b e n e f i t s
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r a t h e r  u n e q u a l l y  d i s t r i b u t e d ,  c o m p a r e d  t o  the p o t e n t i a l  of the 

p o l i c y  a l t e r n a t i v e s  d i s c u s s e d  below.

T h e  F a r m  C r e l . » S y s t e m  

T h e  F a r m  C r e d i t  S y s t e m  h a s  c h a r a c t e r i s t i c s  w h i c h  m a k e  it 

the m o s t  o u t s t a n d i n g  p r o s p e c t  for p o l i c y  a t t ention. T h e  m e m b e r  

i n s t i t u t i o n s  are o w n e d  a n d  c o n t r o l l e d  by  users, t h e y  h a v e  an 

e x c e l l e n t  r e c o r d  of p e r f o r m a n c e ,  th e y  h a v e  a c c e s s  to l o w - c o s t  

funds, a n d  they are s u f f i c i e n t l y  f l e x i b l e  to r e s p o n d  to c h a n g i n g  

needs. As  f e d e r a l l y  c h a r t e r e d  i n s t i t u t i o n s ,  t h e y  c a n n o t ,  h o w e v e r ,  

be e x p e c t e d  to b e  d i r e c t l y  r e s p o n s i v e  to p o l i c i e s  of t h e  S t a t e  of 

Alaska. Thus, any a t t e m p t s  by the s t a t e  to e n h a n c e  the a c c e s s  

of its f i s h e r m e n  (and f a r m e r s )  to the S y s t e m  w i l l  ha v e  to w o r k  

t h r o u g h  the e l i g i b i l i t y  of its c i t i z e n s ,  and any su c h  e f f o r t s  w i l l  

n e e d  to be c o o r d i n a t e d  w i t h  the o f f i c i a l s  of t h e s e  i n s t i t u t i o n s .

T h e  F i n a n c i n g  of E c o n o m i c a l l y  V i a b l e  C o o p e r a t i v e s  

A l a s k a n  f i s h e r y  c o o p e r a t i v e s ,  b o t h  e x i s t i n g  and t h o s e  that 

c o u l d  p o t e n t i a l l y  b e  formed, a p p e a r  to h a v e  two p r o b l e m s  in 

a c c e s s i n g  this c r e d i t  a n d  r e l a t e d  s e r v i c e s  of the S p o k a n e  B a n k  

for C o o p e r a t i v e s .  T h e  f i r s t  p r o b l e m  a r e a  r e l a t e s  to the r e q u i r e d  

m e m b e r s h i p  e q u i t y  i n v e s t m e n t ,  and the s e c o n d  to the n e w  c o o p e r a t i v e ' s  

n e e d  for s p o n s o r s h i p .

R e q u i r e d  M e m b e r s h i p  E q u i t y . E q u i t y  has the f u n c t i o n  of 

p a r t i a l l y  f u n d i n g  the c o o p e r a t i v e  and i n s u r i n g  m e m b e r s h i p  c o m m i t­

ment, i n c l u d i n g  an i n c e n t i v e  to p a t r o n i z e  the b u s i n e s s .  F o r  b o t h  

of t h e s e  reasons, the B a n k  r e q u i r e s  a l a r g e  e q u i t y  c o m m i t m e n t ,  

u s u a l l y  40%. T h e  c h a l l e n g e  for p o l i c y m a k e r s  i n t e r e s t e d  in 

s t i m u l a t i n g  c o o p e r a t i v e  d e v e l o p m e n t ,  then, is to d e v i s e  a m e c h a n i s m
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for f i n a n c i n g  a p a r t  of the e q u i t y  p o s i t i o n  of m e m b e r s  w i t h o u t  

the l a t t e r  lo s i n g  their own f i n a n c i a l  c o m m i t m e n t  to the c o o p e r a­

tive (and t h e i r  i n c e n t i v e  to p a t r o n i z e ) .  T h r e e  m e t h o d s  are 

a p p a r e n t :

1. For the s tate to p u r c h a s e  s h a r e s  in a q u a l i f y i n g  

c o o p e r a t i v e  e q ual to, say, o n e - h a l f  the t o t a l  c a p i t a l  

r e q u i r e d  on the c o n d i t i o n  that, a) the B a n k  a p p r o v e s  

the p r o p o s e d  p r o j e c t  for f i n a n c i n g ,  and b) the 

c o o p e r a t i v e  c o m m i t s  to a p l a n  for r e t i r i n g  the s t a t e ' s  

c a p i t a l  p o s i t i o n  o v e r  a s p e c i f i e d  (but v a r i a b l e )  p e r i o d  

of time. The l a t t e r  c o m m i t m e n t  w o u l d  n e c e s s a r i l y  be 

c o n s i d e r e d  in the c a s h - f l o w  p r o j e c t i o n s  of the c o o p e r a­

tive and Bank. In the interim, of course, the s t a t e  

h o l d s  a r i s k - c a p i t a l  p o s i t i o n  in the c o o p e r a t i v e  

s e c o n d  o n l y  to that of the m e m b e r s h i p .

2. For the s t ate (or a PCA, as d i s c u s s e d  b e l o w )  to m a k e  

loans, s e c u r e d  by a s e c o n d  lien, to q u a l i f y i n g  m e m b e r s  

e q u a l  to, say, o n e - h a l f  of t h e i r  i n d i v i d u a l  e q u i t y  

c o m m i t m e n t s .  T h e s e  l o a n s  w o u l d  n e e d  to be p a c k a g e d  

for the m e m b e r s h i p  g r o u p  a n d  f inal a p p r o v a l  w o u l d  be 

c o n d i t i o n e d  upon B a n k  a p p r o v a l  of t h e  c o o p e r a t i v e ' s  

p r o p o s e d  p r o j e c t  for f i n a n c i n g .  T h e  r e p a y m e n t  s c h e d u l e  

for the loans to i n d i v i d u a l  m e m b e r s  w o u l d  r e f l e c t  the 

c a s h - f l o w  r e q u i r e m e n t s  of the i n d i v i d u a l ' s  b u s i n e s s  

but they sh o u l d  p r o b a b l y  not e x c e e d  five years, e x c e p t  

for u n u s u a l l y  l a rge amounts.

3. A n o t h e r  m e t h o d  w o u l d  be for the s t a t e  to m a k e  a loan 

s e c u r e d  by a s e c o n d  lien, d i r e c t l y  to the c o o p e r a t i v e .



C o m p a r e d  to e i t h e r  of the o t h e r  a l t e r n a t i v e s ,  t h i s  

has the a d v a n t a g e  of r e l a t i v e  s i m p l i c i t y ,  b u t  it w o u l d  

h a v e  the d i s a d v a n t a g e  of r e d u c i n t  the r i s k  c a p i t a l  

p o s i t i o n  of the c o o p e r a t i v e .  In s u b s t a n c e ,  t h e  d i f f e r -  

s e c o c e  b e t w e e n  p r e f e r r e d  e q u i t y  a n d  a loan s e c u r e d  b y  a 

s e c o n d  lien is not gr e a t ;  it m a y  n e v e r t h e l e s s  a f f e c t  

the B a n k ' s  w i l l i n g n e s s  to p a r t i c i p a t e .

4. F o r  the s t a t e  to p r o v i d e  loan g u a r a n t e e s  in o r d e r  that 

t he B a n k  w o u l d  i n c r e a s e  its s h a r e  of the i n v e s t m e n t .

Th e  e x act p r o p o r t i o n  is u n c e r t a i n ,  a l t h o u g h  7 5 %  h a s  

b e e n  m e n t i o n e d .

The i m p a c t  of the f i r s t  t h r e e  p r o g r a m s  o n  the B . C . , s t a t e  

a n d  m e m b e r s  is shown in T a b l e  8 for v a r i o u s  s i z e  p r o j e c t s .  T h e  

s e c o n d  o p t i o n  has the a d v a n t a g e  of s t r e n g t h e n i n g  the m e m b e r ' s  

c o m m i t m e n t  to his c o o p e r a t i v e  b u t  it w o u l d  r e q u i r e  r e l a t i v e l y  large 

loan s e r v i c e  costs. (To e n c o u r a g e  a P C A  to m a k e  l o a n s  s e c u r e d  by 

a s e c o n d  lien, as an a l t e r n a t i v e  to the s t a t e  m a k i n g  s u c h  l o a n s  

di r e c t l y ,  the s tate c o u l d  p u r c h a s e  n o n - v o t i n g  p r e f e r r e d  s t o c k  in 

th e  P C A  e q u a l  to, say, o n e - h a l f  of t h e  a m o u n t  of s u c h  l o a n s  

a p p r o v e d . ) T h e  fo u r t h  o p t i o n  is d i f f i c u l t  to e v a l u a t e  b e c a u s e  it 

c o u l d  e i t h e r  m i n i m i z e  or r m x i m i z e  b o t h  the s t a t e ' s  r i s k  p o s i t i o n  

a n d  a d m i n i s t r a t i v e  c o s t s  ( r e l a t i v e  to the o t h e r  t h ree o p t i o n s )  

d e p e n d i n g  on the s t r u c t u r e  and p r a c t i c e  of the g u a r a n t e e  p r o g r a m  

n e g o t i a t e d  b e t w e e n  the B a n k  a n d  the state.

S p o n s o r s h i p  S e r v i c e s . T h e  s e c o n d  p r o b l e m  a r e a  is s p o n s o r s h i p .  

T h e  fact that A l a s k a  d o e s  n o t  h a v e  a s t r o n g  c o o p e r a t i v e  s y s t e m  

( w i t h  s t r o n g  i n d i v i d u a l  c o - ops, c o o p e r a t i v e  f e d e r a t i o n s ,  a n d  

c o o p e r a t i v e  F.C.S. i n s t i t u t i o n s )  m e a n s  that the a s s i s t a n c e  n e e d e d
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T A B L E  8

C A P I T A L  R E Q U I R E M E N T S

I N D I V I D U A L  S H A R E  @

T O T A L  C O S T  O F  B.C. F I N A N C I N G  S T A T E  O F  A L A S K A  P R I V A T E  F I N A N C I N G  N U M B E R  OF  M E M B E R S

P R O J E C T @ 60% F I N A N C I N G  @ 2 0 % 1 @ 20% 10 25 50 100

$ 1 0 0 , 0 0 0 $ 6 0 , 0 0 0 $ 2 0 , 0 0 0 $ 2 0 , 0 0 0 $ 2 , 000 $ 800 $ 400 $ 20

2 5 0 , 0 0 0 1 5 0 , 0 0 0 5 0 , 0 0 0 5 0 , 0 0 0 5 , 0 0 0 2,000 1,000 50

5 0 0 , 0 0 0 3 0 0 , 0 0 0 1 0 0 , 0 0 0 1 0 0 , 0 0 0 1 0 , 0 0 0 4 ,000 2, 000 1,00

7 5 0 , 0 0 0 4 5 0 , 0 0 0 1 5 0 , 0 0 0 1 5 0 , 0 0 0 1 5 , 0 0 0 6,000 3, 000 1,50

1 , 0 0 0 , 0 0 0 60 0 , 0 0 0 2 0 0 , 0 0 0 2 0 0 , 0 0 0 2 0 , 0 0 0 8,000 4 , 0 0 0 2,00

1 , 5 0 0 , 0 0 0 9 0 0 , 0 0 0 3 0 0 , 0 0 0 3 0 0 , 0 0 0 3 0 , 0 0 0 1 2 , 0 0 0 6 , 000 3,00

2 , 0 0 0 , 0 0 0 1 , 2 0 0 , 0 0 0 4 0 0 , 0 0 0 4 0 0 , 0 0 0 4 0 , 0 0 0 1 6 , 0 0 0 8,000 4,00

2 , 5 0 0 , 0 0 0 1 , 5 0 0 , 0 0 0 5 0 0 , 0 0 0 5 0 0 , 0 0 0 5 0 , 0 0 0 2 0 , 0 0 0 1 0 , 0 0 0 5,00

1 S t a t e  f i n a n c i n g  b y  loan ( s e c u r e d  b y  s e c o n d  lien) o r  by e q u i t y  p o s i t i o n  ( c o n d i t i o n e d  u p o n  an 
e q u i t y - r e t i r e m e n t  p l a n  c o n s i s t e n t  w i t h  c o o p e r a t i v e’s p r o j e c t e d  c a s h  flow).



to c o n v e r t  p o t e n t i a l  c o o p e r a t i v e s  i n t o  v i a b l e  actual c o o p e r a­

t i v e s  is not r e a d i l y  at hand. T h e  o r g a n i z a t i o n a l  f u n c t i o n s  o f t e n  

p r o v i d e d  or a r r a n g e d  by s p o n s o r s  - m e m b e r s h i p  e d u c a t i o n ,  legal 

s e r v i c e s  ( p r e p a r a t i o n  of bylaws, o b t a i n i n g  c o r p o r a t e  charter, 

etc.), f e a s i b i l i t y  analysis, a s s i s t a n c e  w i t h  i n i t i a l  w o r k i n g  

c a p i t a l ,  a s s i s t a n c e  w i t h  m a n a g e m e n t  r e c r u i t m e n t  and a c c o u n t i n g  

s y s t e m ,  a n d  a s s i s t a n c e  w i t h  a r r a n g i n g  f i n a n c i n g  - m u s t  o t h e r w i s e  

b e  p e r f o r m e d  b y  the g r o u p ' s  m e m b e r s .  T h e s e  b u r d e n s  a p p e a r  to 

c r e a t e  a s i g n i f i c a n t  barri' to entry.

If c o o p e r a t i v e s  are a s s i s t e d  w i t h  o b t a i n i n g  a c c e s s  to the 

c r e d i t  s e r v i c e s  of the B a n k  as d i s c u s s e d  above, it is c o n c e i v a b l e  

that t h e  B a n k  w o u l d  as s i s t  d i r e c t l y  w i t h  o v e r c o m i n g  so m e  of t h ese  

o r g a n i z a t i o n a l  b a r r i e r s  o r  as s i s t  in o b t a i n i n g  o t h e r  sponsors. 

A l t e r n a t i v e l y ,  the s t a t e  c o u l d  c r e a t e ,  o r  fund, a unit to p r o v i d e  

t h e s e  o r g a n i z a t i o n a l  services. In the p r o c e s s  it w o u l d  o b t a i n  

f i rst h a n d  k n o w l e d g e  of the m e m b e r s h i p ,  t h e  pro j e c t ,  and the 

m a n a g e m e n t  of a n e w l y  for m e d  c o o p e r a t i v e  that w o u l d  assist the 

s t a t e  w i t h  an a s s e s s m e n t  of the r i s k s  of p r o v i d i n g  f i n a n c i a l  

a s s i s t a n c e ,  w h e t h e r  equity, loan, o r  g u a r a n t e e  as d i s c u s s e d  above.

P r o d u c t i o n  C r e d i t  A s s o c i a t i o n

T h e r e  are s e v e r a l  a l t e r n a t i v e  w a y s  for the s t a t e  to e n c o u r a g e  

t h e  N o r t h w e s t  L i v e s t o c k  P C A  to p r o v i d e  a b r a n c h  o f f i c e  in the

state: 1) P r o v i d e  a direct s u b s i d y  to c o v e r  that p a r t  of the cost

o f  the f a c i l i t y  not c o v e r e d  by loan p r o d u c t i o n  w i t h i n  the state;

2) P u r c h a s e  p r e f e r r e d  s t o c k  in N o r t h w e s t  L i v e s t o c k  P C A  in the

a m o u n t  n e c e s s a r y  to l e v e r a g e  s u f f i c i e n t  loan p r o d u c t i o n  in A l a s k a  

to c o v e r  the co s t  of the facility; 3) R e s t r u c t u r e  the A l a s k a
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F i s h e r i e s  L o a n  P r o g r a m  to compl e m e n t ,  r a t h e r  t h a n  c o m p e t e  with, 

the A l a s k a  P C A  f a c i l i t y ;  4) P r o v i d e  loan g u a r a n t e e s  t h a t  w i l l  

e n c o u r a g e  the p r e d o m i n a t e l y  a g r i c u l t u r e  m e m b e r s  of N o r t h w e s t  

L i v e s t o c k  P C A  to r i s k  t h e i r  i n v e s t e d  c a p i t a l  in an u n f a m i l i a r  

i n d u s t r y  l o c a t e d  a g r e a t  d i s t a n c e  f r o m  t h e i r  o w n  b u s i n e s s .

Of t h e s e  a l t e r n a t i v e s ,  the s e c o n d  and t h i r d  h a v e  the g r e a t e s t  

appeal; the s e c o n d  c o u l d  be set up on a t e m p o r a r y  b a s i s  u n t i l  the 

A l a s k a  o f f i c e  w a s  s e l f - s u p p o r t i n g ,  and the a m o u n t  of  s t o c k  h e l d  

c o u l d  be i n c r e a s e d  to e n c o u r a g e  a d d i t i o n a l  A l a s k a  l e n d i n g  by 

l e v e r a g i n g  t h r o u g h  the m o n e y  m a r k e t  as w i t h  o t h e r  s o u r c e s  of 

PCA ca p i t a l ;  a n d  t h e  t h i r d ' c o u l d  e n h a n c e  the a b i l i t y  of f i s h e r­

men to a c c e s s  the P C A ' s  services. T h e  f i rst a l t e r n a t i v e  w o u l d  

r e q u i r e  c o n s i d e r a b l e  m o n i t o r i n g .  T h e  r a t i o n a l e  for the fourth 

a l t e r n a t i v e  is u n a p p e a l i n g  i n a s m u c h  as N o r t h w e s t  L i v e s t o c k  P C A  

s o u g h t  out a n d  r e c e i v e d  the c h a r t e r  a u t h o r i t y  to l e n d  in Alaska.

T h e r e  is, of course, the a l t e r n a t i v e  of e n c o u r a g i n g  to ha v e 

f o r m e d  a n e w  P C A  in Alaska. W h ile this a l t e r n a t i v e  a p p a r e n t l y  has 

a p p e a l  to m a n y  p e o p l e  in Alaska, the s u b s t a n t i v e  a d v a n t a g e s  are

d i f f i c u l t  to d i s c e r n .  T o  the e x t e n t  that A l a s k a n s  b o r r o w  fr o m
■'•y. ...

N o r t h w e s t  L i v e s t o c k  PCA, th e y  w i l l  o b t a i n  v o t i n g  s t o c k  and 

r e p r e s e n t a t i o n  e q u i v a l e n t  in a b s o l u t e  am o u n t  to t h a t  of t h e i r  own 

PCA. I n i t i a l l y ,  at least, t h e i r  r e l a t i v e  i n f l u e n c e  w o u l d  be 

g r e a t e r  in A l a s k a  b u t  th i s  a d v a n t a g e  s h o u l d  be w e i g h e d  a g a i n s t  the 

d i s a d v a n t a g e s :  1) i n i t i a l  o r g a n i z a t i o n a l  c o s t s  m u s t  be incurred,

i n c l u d i n g  the c o s t s  ass< c i a t e d  w i t h  the d e l a y  in o b t a i n i n g  a 

f e d e r a l  c h a r t e r ,  d u e  to the e x i s t e n c e  of a c o m p e t i t i v e  charter;

2) the s m a l l e r  s c a l e  of o p e r a t i o n s  w o u l d  g e n e r a t e  h i g h e r  r e l a t i v e  

c o s t s  a n d  g r e a t e r  risks; and 3) t h ere w o u l d  b e  a l o s s  of the ad v a n -
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t a g e s  i n h e r e n t  in a d i v e r s i f i e d  m u l t i - i n d u s t r y  lo a n  portfolio.

A s i d e  f r o m  t h e s e  o r g a n i z a t i o n a l  q u e s t i o n s  and the q u e s t i o n  

of the p h y s i c a l  l o c a t i o n  of the f a c i l i t y ,  t h e r e  a r e  two m e t h o d s  

by w h i c h  t h e  s t a t e  c o u l d  e n h a n c e  the a c c e s s  to P C A  financing, 

w h e r e v e r  t h e  P C A  m i g h t  be  l o c a t e d  a n d  w h a t e v e r  its o r g a n i z a t i o n .  

F i r s t ,  b e c a u s e  P C A  l o a n s  u s u a l l y  r e q u i r e  a 4 0 %  e q u i t y  c o m m i t­

ment, t h e r e  is t h e  s a m e  o p p o r t u n i t y  f o r  t h e  s t a t e  to a s s u m e  an 

e q u i t y  o r  a loan p o s i t i o n  of the b o r r o w e r ,  o r  p r o v i d e  g u a r a n t e e s  

to a l l o w  P C A  to r e d u c e  the down p a y m e n t  r e q u i r e d  on a loan, as 

d i s c u s s e d  a b o v e  for c o o p e r a t i v e s .  E i t h e r  t h e  e q u i t y  or the 

loan a p p r o a c h  c o u l d  b e  a c c o m p l i s h e d  b y  r e s t r u c t u r i n g  the A l a s k a  

C o m m e r c i a l  F i s h i n g  L o a n  Program. T h i s  s u g g e s t i o n  w o u l d  ap p e a r 

to b e  c o n s i s t e n t  w i t h  the intent of t h e  l e g i s l a t u r e  in 

AS 1 6 . 1 0 . 3 1 0 ( a )  5:

" . . . e n t e r  i n t o  a g r e e m e n t s  w i t h  p r i v a t e  l e n d i n g  instit u t i o n s ,  
o t h e r  s t a t e  a g e n c i e s  or a g e n c i e s  of t h e  f e d e r a l  g o v e r n m e n t  
to c a r r y  out the p u r p o s e  of s e c t i o n s  3 0 0 - 3 7 0  of this 
c h a p t e r . "

A C o o p e r a t i v e  L e n d i n g  I n s t i t u t i o n  

A n  a l t e r n a t i v e  to an in- s t a t e  P C A  o r  P C A  b r a n c h  o f f i c e  

w o u l d  b e  for the s t a t e  to s p o n s o r  and i n i t i a l l y  c a p i t a l i z e  an 

i n d e p e n d e n t  c o o p e r a t i v e  l e n d i n g  i n s t i t u t i o n  (in e f f e c t  a s p e c i a l i­

zed  f i s h e r i e s  d e v e l o p m e n t  bank) w h i c h  w o u l d  l e v e r a g e  funds 

t h r o u g h  t h e  S p o k a n e  B a n k  for C o o p e r a t i v e s .  T h e  o r g a n i z a t i o n a l  

s t r u c t u r e  of the i n s t i t u t i o n  w o u l d  f o l l o w  the m o d e l  of the Fa r m 

C r e d i t  S y s t e m  i n s t i t u t i o n s  as s h o w n  in F i g u r e  4 , and as 

d i s c u s s e d  in the first s e c t i o n  of t h i s  report. T h e r e  are 

s e v e r a l  a d v a n t a g e s  to t h i s  a l t e r n a t i v e :

1. A l a s k a  p a t r o n s  enjoy e x c l u s i v e  o w n e r s h i p  and control,
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w i t h i n  the b r o a d  e c o n o m i c - d e v e l o p m e n t  o b j e c t i v e s  as 

e m b o d i e d  in t h e  B a n k ' s  c h a r t e r  f r o m  the S t a t e  of A l a s k a .

2. It w o u l d  a l l o w  a c c e s s  to the S p o k a n e  B a n k ’s f u n d  

r a i s i n g  c a p a b i l i t i e s  and f i n a n c i a l  s e r v i c e s .

3. T h e  li n k  w i t h  t h e  F a r m  C r e d i t  S y s t e m  w o u l d  n o t  p r o v i d e  

t h e  l e v e r a g i n g  c a p a b i l i t y  of an i n d e p e n d e n t  d e v e l o p m e n t  

b a n k  ( c o o p e r a t i v e  or otherw i s e ) ,  d u e  to t h e  r e l a t i v e l y  

l a r g e  d o w n  p a y m e n t s  r e q u i r e d  to b o r r o w  f r o m  t h e  system. 

H o w e v e r ,  a m o r e  than p r o p o r t i o n a t e  d e c r e a s e  in r i s k  a n d  

t h e  c o s t  o f  f u n d s  r e s u l t s  by f u n d i n g  t h r o u g h  an 

e s t a b l i s h e d  c r e d i t  w o r t h y  g r o u p  of i n s t i t u t i o n s .

4. L o a n  m a t u r i t i e s  c o u l d  be c o m m e n s u r a t e  w i t h  r e q u i r e m e n t s  

of the p r o j e c t .  The p r e s e n t  s e v e n  y e a r  l i m i t  f o r  P C A  

l o a n s  is a s i g n i f i c a n t  d i s a d v a n t a g e .

5. T h e  A l a s k a  C o o p e r a t i v e  F i s h e r i e s  D e v e l o p m e n t  B a n k  c o u l d  

s e r v i c e  a b r o a d  r a n g e  of the industry, s u c h  as f ishing,  

f i s h  p r o c e s s i n g ,  and f i s h e r i e s - r e l a t e d  s e r v i c e  b u s i n e s s e s ;  

t h e  PCA, for e x a m p l e ,  is l i m i t e d  to f i s h i n g  v e s s e l  and 

g e a r  loans.

6. T h e  s t a t e ' s  e q u i t y  p o s i t i o n  c o u l d  b e  i n c r e a s e d  to e x p a n d  

t h e  b a n k ' s  r a t e  of loan p r o d u c t i o n  or to e x p a n d  its 

scope. H o w e v e r ,  in the a b s e n c e  of a m a j o r  c h a n g e  in 

the s c o p e  of  its activi t i e s ,  a h e a l t h y  i n s t i t u t i o n  

s h o u l d  b e  e x p e c t e d  to p r o v i d e  for its o w n  c a p i t a l  g r o w t h  

i n t e r n a l l y ,  as w e l l  as to r e t i r e  the s t a t e ' s  p o s i t i o n  

o v e r  an e x t e n d e d  p e r i o d  of time.

T h e  m o s t  s i g n i f i c a n t  f a c t o r  a f f e c t i n g  the f e a s i b i l i t y  of a 

c o o p e r a t i v e  d e v e l o p m e n t  b a n k  w h i c h  w o u l d  o b t a i n  its b o r r o w e d
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c a p i t a l  t h r o u g h  t h e  B a n k  for C o o p e r a t i v e s  is w h e t h e r  t h ere  

c o u l d  be s u f f i c i e n t  l e v e r a g i n g  to g e n e r a t e  the e a r n i n g s  r e q u i r e d  

to p a y  div i d e n d s ,  c a p i t a l i z e  growth, a n d  r e t i r e  the s t a t e ' s  

e q u i t y  p o s i t i o n  o v e r  the long run. B e f o r e  t h i s  a l t e r n a t i v e  c o u l d  

be s e r i o u s l y  c o n s i d e r e d ,  a p r e l i m i n a r y  f e a s i b i l i t y  a n a l y s i s ,  

c o n d u c t e d  j o i n t l y  w i t h  the S p o k a n e  B a n k  for C o o p e r a t i v e s ,  w o u l d  

be r e q u i r e d .  T h e  a l t e r n a t i v e s  of a c o o p e r a t i v e  b a n k  w h i c h  o b t a i n s  

its b o r r o w e d  c a p i t a l  t h r o u g h  the p e r m a n e n t  f u n d  o r  t h e  sa l e  of 

s e c u r i t i e s  on the m a r k e t  s h o u l d  al s o  b e  e v a l u a t e d .

A l t e r n a t i v e s  N o t  R e l a t e d  to the F a r m  C r e d i t  S y s t e m  

T h e r e  are s e v e r a l  a l t e r n a t i v e s  for the A l a s k a  P e r m a n e n t  

F u n d  s u p p o r t  of f i s h i n g  i n d u s t r y  f i n a n c i n g ;  t h e s e  lie o u t s i d e  

the F a r m  C r e d i t  S y s t e m .  F o r  this a n d  o t h e r  r e a s o n s  d i s c u s s e d  

below, the a u t h o r  c o n s i d e r s  these a l t e r n a t i v e s  to b e  less 

d e s i r a b l e .

N . M . F . S .  L o a n  G u a r a n t e e  P r o g r a m  

It w o u l d  be p o s s i b l e  for the A l a s k a  P e r m a n e n t  F u n d  to 

a c q u i r e  A l a s k a  f i s h i n g  loans g u a r a n t e e d  by the N a t i o n a l  M a r i n e  

F i s h e r i e s  S e r v i c e  d i r e c t l y  fr o m  N . M . F . S .  or by m a k i n g  a s e c o n d a r y  

m a r k e t  for these s e c u r i t i e s .  W h i l e  this a l t e r n a t i v e  is s u p e r­

fic ia l l y  a p p e a l i n g ,  in that the s t a t e  w o u l d  not be as i n c l i n e d  

to d e v e l o p  its own d u p l i c a t i v e  g u a r a n t e e  p r o g r a m ,  it would, in 

fact, be r e l a t i v e l y  u n p r o d u c t i v e .  T h e  r e a s o n  is that n o t e s  

w h i c h  are 100% i n s u r e d  a g a i n s t  d e f a u l t  risk a l r e a d y  ha v e  a ready 

ma r ket. T h e  m e c h a n i c s  of the N . M . F . S .  p r o g r a m  are s u c h  that 

p e r m a n e n t  fund p u r c h a s e s  w o u l d  only h a v e  an impact o n  the total 

a m o u n t  of c r e d i t  p r o v i d e d  by a r r a n g i n g  b e l o w  m a r k e t  ( s u b s i d i z e d )
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i n t e r e s t  r a t e s  for A l a s k a n  b o r r o w e r s .  T h e  s t i m u l a t i v e  e f f e c t s  

of  s m a l l  i n t e r e s t  s u b s i d i e s  a r e  q u e s t i o n a b l e .  And, in any e v e n t ,  

the u n d e r l y i n g  r a t i o n a l e  for s t a t e  f i n a n c i a l  a s s i s t a n c e  (c a p i t a l  

m a r k e t  i m p e r f e c t i o n s )  w o u l d  n o t  be  a p p l i c a b l e  to the s e g m e n t  o f  

t h e  m a r k e t  s e r v i c e d  by  this p r o g r a m .  T h a t  is, the g u a r a n t e e  p r o­

g r a m  n e u t r a l i z e s  the p r i m a r y  i m p e r f e c t i o n s  t h a t  e x i s t  on the 

b u y i n g  s i d e  o f  the m a r k e t ,  i.e., an o v e r e s t i m a t i o n  of r i s k s  by  the 

m a r k e t  due t o  l a c k  of i n f o r m a t i o n ,  a n d  the a b s e n c e  of i n c e n t i v e  

to o b t a i n  i n f o r m a t i o n  due to the d i s p r o p o r t i o n a t e l y  h i g h  cost for 

s m a l l  a n d  m e d i u m  si z e  loans. An a d d i t i o n a l  l i m i t a t i o n  of the 

N . M . F . S .  p r o g r a m  is t h a t  the p h y s i c a l  l o c a t i o n  of this s e r v i c e  is 

in S e a t t l e .

A C o m p r e h e n s i v e  A l a s k a  F i s h e r i e s  L o a n  G u a r a n t e e  P r o g r a m  

A l a s k a  c o u l d  p r o v i d e  a lo a n  g u a r a n t e e  p r o g r a m .  In o r d e r  to 

k e e p  r i s k s  w i t h i n  an a c c e p t a b l e  r a n g e  the s t a t e  w o u l d  have to 

p r o v i d e  c o m p l e t e  loan p r o d u c t i o n  s e r v i c e s ,  i n c l u d i n g  i n d e p e n d e n t  

f e a s i b i l i t y  s t u d i e s .  T h e  cost of s u c h  a p r o g r a m  c o u l d  be  b o r n e  

by the state, t h e  b o r r o w e r s ,  o r  s h a r e d  b e t w e e n  them. T h i s  s e r v i c e  

w o u l d  be h i g h l y  d u p l i c a t i v e  of  the N . M . F . S .  s e r v i c e ,  but it w o u l d  

h a v e  the a d v a n t a g e  of p r o v i d i n g  an i n - s t a t e  f a c i l i t y .  An a d d i­

ti o n a l  c o n s i d e r a t i o n  is that a full g u a r a n t e e  b y  the S t a t e  of 

A l a s k a  is not l i k e l y  to p r o v i d e  the d e g r e e  of  m a r k e t a b i l i t y  a n d  

i n t e r e s t  a d v a n t a g e  o f f e r e d  by f e d e r a l  g u a r a n t e e s .

F u n d s  P l a c e m e n t  w i t h  A l a s k a n  F i n a n c i a l  I n s t i t u t i o n s  

A final p o l i c y  a l t e r n a t i v e  for s t i m u l a t i n g  the f i n a n c i n g  of 

f i s h i n g  b u s i n e s s e s  w o u l d  be to p l a c e  f unds w i t h  A l a s k a n  f i n a n c i a l  

i n s t i t u t i o n s  c o n d i t i o n e d  upon t h e i r  b e i n g  lent to f i s h i n g  b u s i n e s s e s .



T he e f f e c t  of  s u c h  a p r o g r a m  on the t otal v o l u m e  of f i s h e r i e s  

loans m a d e  by the i n d u s t r y  w o u l d  be d i f f i c u l t  to p r e d i c t .  B e­

cause of the d i s p l a c e m e n t  ef f e c t  (the r e l e a s i n g  of f u n d s  that 

w o u l d  h a v e  b e e n  d e v o t e d  to f i s h e r i e s  l o a n s  in t h e  a b e n c e  of a 

state p l a c e m e n t  p r o g r a m )  the p r i m a r y  i m p a c t  c o u l d  w e l l  b e  to 

e n h a n c e  b a n k  p r o f i t a b i l i t y  r a t h e r  than f i s h e r i e s  loans. T o  

avoid t h e  d i s p l a c e m e n t  e f f e c t  w o u l d  r e q u i r e  a d e g r e e  of p o l i c i n g  

of i n d i v i d u a l  b a n k  a c c o u n t i n g  da t a  that is u n r e a l i s t i c ;  a n d  

even e x t e n s i v e  p o l i c i n g  m a y  not p r e v e n t  the d i s p l a c e m e n t  f r o m  

taking place.

An a l t e r n a t i v e  to f u n d s  p l a c e m e n t  w o u l d  b e  for the s t a t e  to 

g u a r a n t e e  the f i s h i n g  l o a n s  p r o d u c e d  by t h e  i n d u s t r y ,  in full or 

p a r tially. S o m e  r i s k  s h a r i n g  by the f i n a n c i a l  i n s t i t u t i o n  (a 

partial g u a r a n t e e )  w o u l d  be n e c e s s a r y  to m a i n t a i n  loan q u a l i t y  and 

hold the s t a t e ' s  r i s k s  to a c c e p t a b l e  levels. A r e v i e w  of the 

p e r f o r m a n c e  r e c o r d s  of p a r t i a l  g u a r a n t e e  p r o g r a m s  w o u l d  be 

d e s i r a b l e  b e f o r e  o p t i n g  for this a l t e r n a t i v e  b e c a u s e  it, too, 

c o n t a i n s  s o m e  p o t e n t i a l  for a d i s p l a c e m e n t  e f f e c t  (the s t a t e  

g u a r a n t e e i n g  l o a n s  that w o u l d  have been m a d e  in the a b s e n c e  of 

g u a r a n t e e s ) .

An a l t e r n a t i v e  to e i t h e r  of the a b o v e  p r o g r a m s  w o u l d  be for 

the s tate to m a k e  a s e c o n d a r y  ma r k e t  in f i s h e r i e s  loans m a d e  by 

Alas k a n  f i n a n c i a l  i n s t i t u t i o n s .  If the a r r a n g e m e n t  w a s  s u c h  that 

the d e f a u l t  r i s k  on t h e  p u r c h a s e d  notes p a s s e s  to the u l t i m a t e  

h older (the s t a t e ) ,  the s a m e  p r o b l e m  of m a i n t a i n i n g  the q u a l i t y  

of the loan p o r t f o l i o  w o u l d  exist as w i t h  a full o r  s u b s t a n t i a l  

g u a r a n t e e  p r o g r a m ,  u n l e s s  the s t ate also m a i n t a i n e d  a lo a n  q u a l i t y  

m o n i t o r i n g  p r o g r a m .  A g a i n ,  the i n c r e m e n t a l  e f f e c t  on f i s h e r i e s
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l o a n  c r e a t i o n  is d i f f i c u l t  to pr e d i c t .
t

S t i m u l a t i n g  T a r g e t  A c t i v i t i e s

S o m e  a r e a s  of  f i s h e r i e s  d e v e l o p m e n t  f i n a n c i n g  a r e  likely

to be  o f  h i g h e r  p r i o r i t y  than others. D e v e l o p m e n t  by d o m e s t i c

i n d u s t r y  ( p a r t i c u l a r  A l a s k a  r e s i d e n t s )  of  A l a s k a ' s  b o t t o m f i s h

r e s o u r c e s  is the m o s t  p r o m i n e n t  e x a m p l e  at p r e s e n t .  T h e  qu e s t i o n

a r i s e s  as to the a b i l i t y  of the a l t e r n a t i v e  i n s t i t u t i o n s  and

p r o g r a m s  d i s c u s s e d  a b o v e  to impact t a r g e t  f i s h e r i e s .

It is i m p o r t a n t  that the s t a t e  m a i n t a i n  c o n s i s t e n c y  in its

p o l i c i e s  t o w a r d  f i s h e r i e s  d e v e l o p m e n t .  In the c a s e  of bottomfish,
»

f o r  e x a m p l e ,  p o l i c i e s  w o u l d  be w o r k i n g  at c r o s s  p u r p o s e s  if 

f i n a n c i a l  p o l i c y  e n c o u r a g e s  the f i n a n c i n g  of f l o a t i n g  p r o c e s s i n g  

v e s s e l s  b e c a u s e ,  say, s h ore plant f a c i l i t i e s  are i n e l i g i b l e  u n der 

e x i s t i n g  f i n a n c i a l  a i d  p r o g r a m s  w h i l e  at t h e  sa m e  t i m e  other 

d i m e n s i o n s  of p o l i c y  (e.g., p r e f e r e n t i a l  l i c e n s i n g )  e n c o u r a g e  

s h o r e  p l a n t  d e v e l o p m e n t .  Th i s  s c e n a r i o  s u g g e s t s  an impor t a n t 

p r i n c i p l e  f o r  s t r u c t u r i n g  f i n a n c i a l  a s s i s t a n c e  p o l i c y :  b e c a u s e  

t h e  m a r k e t  is the m o s t  e f f i c i e n t  m e c h a n i s m  for d e t e r m i n i n g  the 

o p t i m u m  m e t h o d s  of  p r o d u c t i o n ,  the f i n a n c i a l  d i m e n s i o n  of the 

s t a t e ' s  f i s h e r i e s  d e v e l o p m e n t  p o l i c y  s h o u l d  be n e u t r a l  w i t h  respect 

to g e a r  types, v e s s e l s  p r o c e s s i n g  t e c h n o l o g y  and m a r k e t i n g .  The 

e c o n o m i c  i n c e n t i v e s  of applicant b o r r o w e r s  a n d  t h e  p r o c e s s  of 

e v a l u a t i n g  loan a p p l i c a t i o n s  will, for the mo s t  p a r t ,  w e e d  out 

th e  i n f e r i o r  m e t h o d s .

A c o r o l l a r y  to a n e u t r a l  f i n a n c i a l  p o l i c y  is that the s tate  

is th e n  free to e s t a b l i s h  o t h e r  d i m e n s i o n s  of p o l i c y  e i t h e r  as 

n e u t r a l  o r  p r e f e r e n t i a l  p o l i c y  (as l o n g  as the o t h e r  d i m e n s i o n s
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are con s i s t e n t  w i t h  e a c h  other). However, it is i m p o r t a n t  to 

r e c o g n i z e  that a p r e f e r e n t i a l  p o l i c y  is likely to i m p o s e  s i g n i f i­

cant e c o n o m i c  c o s t s  u n l e s s  it is c o n s i s t e n t  w i t h  the c h o i c e  that 

w o u l d  have b e e n  m a d e  by  the m a r k e t  u n d e r  a p o l i c y  of n e u t r a l i t y .

T h e s e  c o n s i d e r a t i o n s  s u g g e s t  that a f i n a n c i a l  p o l i c y  can and 

p e r h a p s  s h o u l d  b e  p r e f e r e n t i a l  w i t h  respect to t a r g e t  f i s h e r i e s , 

d e p e n d i n g  upon t h e  e c o n o m i c  o b j e c t i v e s  and c o n s e q u e n c e s  of a 

p a r t i c u l a r  p r e f e r e n c e ,  but th a t  the t e m p t a t i o n  to e s t a b l i s h  m o r e  

s p e c i f i c  p r e f e r e n c e s  s h o u l d  be avoided. The c h a l l e n g e  for 

f i n a n c i a l  p o l icy, then, is to d e v e l o p  f i n a n c i n g  p r o g r a m s  that 

attract the m o s t  e f f i c i e n t  c o m b i n a t i o n s  of h u m a n  and n o n h u m a n  

r e s o u r c e s  and p r o d u c t i o n  t e c h n i q u e s  into the t a r g e t  fishery; th a t 

is, to attract the s p e c i f i c  c o m b i n a t i o n s  s e l e c t e d  by m a r k e t  forces.

The f i n a n c i a l  i n s t i t u t i o n s  or p r o g r a m s  t h r o u g h  w h i c h  the 

p r i n c i p l e  of m a r k e t  n e u t r a l i t y  can be e f f e c t i v e l y  i m p l e m e n t e d  

are only those th a t  h a v e  a b r o a d  based clientel. T h o s e  i n s t i t u­

tions h a v i n g  n a r r o w  c l i e n t e l  and functions, e . g  , a PCA, c a n n o t  

s i g n i f i c a n t l y  i m p a c t  the e c o n o m i c  d e v e l o p m e n t  o f  a t a r g e t  f i s h e r y  

unless their a r e a s  o f  l e n d i n g  h a p p e n  to be a m o n g  t h o s e  s e l e c t e d  

by ma r k e t  forces. O f  the i n s t i t u t i o n a l / p r o g r a m  o p t i o n s  d i s c u s s e d  

in this report, the A l a s k a  C o o p e r a t i v e  F i s h e r i e s  D e v e l o p m e n t  B a n k  

and c o m m e r c i a l  b a n k s  w o u l d  h a v e  the g reatest p o t e n t i a l  impact on 

the d e v e l o p m e n t  of a t a r g e t  f i s h e r y  due to t h e i r  b r o a d  b a s e d  l e n d i n g  

authority. B e t w e e n  t h e s e  two, the p r o g r a m s  of the A l a s k a  

C o o p e r a t i v e  F i s h e r i e s  D e v e l o p m e n t  Ba n k  w o u l d  be the m o s t  a m e n a b l e  

to po l i c y  m a n i p u l a t i o n .  For e x ample, the B a n k  c o u l d  b e  c h a r t e r e d  

to p r o v i d e  low m a r g i n  f i n a n c i n g  or to assume an e q u i t y  p o s i t i o n  

in investment p r o j e c t s  in t a r g e t  fisheries. E i t h e r  t h e  low
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m a r g i n  l o a n  o r  e q u i t y  a p p r o a c h  w o u l d  have t h e  a b i l i t y  to s i g­

n i f i c a n t l y  i m p a c e  the a v a i l a b i l i t y  of f u nds in t a r g e t  fis h e r i e s .  

T h e  B a n k ' s  r a t e  s t r u c t u r e  and eq u i t y  p o s i t i o n  wo u l d ,  how e v e r ,  

n e e d  to r e f l e c t  t h e  p r o p o r t i o n  of such r e l a t i v e l y  r i s k y  a s s e t s  

in the B a n k ' s  t o t a l  a s s e t  structure.

Th e  N e e d  for F u r t h e r  R e s e a r c h  

The r e s o u r c e s  a v a i l a b l e  to p e r f o r m  t h i s  s t u d y  w e r e  a d e q u a t e  

for i d e n t i f y i n g  the m o s t  p r o m i s i n g  a l t e r n a t i v e  m e t h o d s  for 

p r o v i d i n g  f i n a n c i a l  a s s i s t a n c e  to via b l e  f i s h i n g  a n d  f i s h i n g  

r e l a t e d  b u s i n e s s e s .  T h e  m o s t  a p p e a l i n g  of t h e s e  a l t e r n a t i v e s ,  or 

o t h e r s  w h i c h  t h e y  may s u g g e s t ,  s h o u l d  be s u b j e c t e d  to c l o s e r  

s c r u t i n y  t h r o u g h  p r e l i m i n a r y  f e a s i b i l i t y  a n a l y s e s .  I a m  c o n f i­

dent that t h e  s t a t e  w i l l  f i n d  the o f f i c i a l s  of the F a r m  C r e d i t  

S y s t e m  i n s t i t u t i o n s  to be  r e c e p t i v e  to m o r e  d e t a i l e d  i n v e s t i g a­

tions. W i t h o u t  e x c e p t i o n ,  t hese o f f i c i a l s  e x p r e s s e d  a w i l l i n g n e s s  

to p r o v i d e  f u r t h e r  a s s i s t a n c e  and a d e s i r e  to be ke p t  informed.

The n e x t  phase, then, s h o u l d  be to c o n d u c t  r e s e a r c h  w h i c h  

wi l l  n a r r o w  t h e  f i e l d  a n d  b r i n g  into s h a r p e r  f o c u s  the d i f f e r e n c e s  

( a d v a n t a g e s  a n d  d i s a d v a n t a g e s )  a m o n g  those a l t e r n a t i v e s  r e m a i n i n g  

in c o n t e n t i o n .  S p e c i f i c  r e c o m m e n d a t i o n s  i n clude:

1. A  c o m p r e h e n s i v e  s u r v e y  of f i s h e r m e n  (and p e r h a p s

p r o c e s s o r )  d e m a n d  for capital for the p a s t  t h r e e  y e a r s  

s h o u l d  be c o n d u c t e d .  T h o u g h t  s h o u l d  be  g i v e n  to m a k i n g  

r e c e i p t  of the v e s s e l  license c o n d i t i o n a l  u p o n  p a r­

t i c i p a t i o n  in the survey. Th i s  i n f o r m a t i o n  w o u l d  b e  

u s ed, of  course, for e v a l u a t i n g  a l t e r n a t i v e  m e c h a n i s m s  

f o r  a s s i s t i n g  f i s h i n g  b u s i n e s s  a c c e s s  to b o r r o w e d  funds.



F e a s i b i l i t y  s t u d i e s  of t h o s e  a l t e r n a t i v e s  d i s c u s s e d  in 

the p r e c e d i n g  s e c t i o n  on w h i c h  the L e g i s l a t u r e  d e s i r e s  

a d d i t i o n a l  i n f o r m a t i o n .  T h e s e  s t u d i e s  s h o u l d  e n c o m p a s s  

b o t h  the l e g a l - i n s t i t u t i o n a l  and e c o n o m i c  d i m e n s i o n s  

of f e a s i b i l i t y .  Of the s p e c i f i c  a l t e r n a t i v e s  

d i s c u s s e d  above, I w o u l d  r e c o m m e n d  f e a s i b i l i t y  s t u d i e s  

of a c o o p e r a t i v e  f i s h e r i e s  d e v e l o p m e n t  bank, an A l a s k a n  

o f f i c e  of t h e  N o r t h w e s t  L i v e s t o c k  PCA, a n d  a s p o n s o r­

sh i p - t e c h n i c a l  a s s i s t a n c e  u n i t  for c o o p e r a t i v e s  a n d  

p e r h a p s  o t h e r  f i s h e r i e s  b u s i n e s s e s .

A d e t a i l e d  e v a l u a t i o n  of loan g u a r a n t e e  p r o g r a m s ,  

p a r t i c u l a r l y  the N . M.F.S. pro g r a m ,  to d e t e r m i n e  the ne e d 

for, and t h e  r i s k s  and p r o b a b l e  im p a c t  of, an A l a s k a  

loan g u a r a n t e e  program.

T h e  f o r m a t i o n  of a small c o m m i t t e e  of c o m m e r c i a l  b a n k e r s  

to r e p r e s e n t  the A l a s k a n  b a n k i n g  i n d u s t r y  s h o u l d  b e 

c dnsidered. T h i s  c o m m i t t e e ,  a l o n g  w i t h  a n a l y s i s  

r e p r e s e n t i n g  the L e g i s l a t u r e ,  s h o u l d  j o i n t l y  e x p l o r e  

and e v a l u a t e  the f e a s i b i l i t y  of a l t e r n a t i v e s  w h i c h  

u t i l i z e  the b a n k i n g  i n d u s t r y  to s t i m u l a t e  t h e  a v a i l­

abili t y  of c r e d i t  to f i s h i n g  b u s i n e s s e s .  T o p i c s  s h o u l d  

include: 1) the p o s s i b i l i t y  of u s i n g  i n d i v i d u a l  b a n k

a c c o u n t i n g  d a t a  ( h i s t o r i c a l  and c u r r e n t )  to m o n i t o r  

a nd p r e v e n t  the d i s p l a c e m e n t  effect; and 2) r i s k -  

s h a r i n g  t e c h n i q u e s  that c o n t a i n  a d e q u a t e  i n c e n t i v e s  

for a c c o m p l i s h i n g  f i s h e r i e s  f i n a n c e  and o t h e r  d e v e l o p­

ment finance o b j e c t i v e s  at r e a s o n a b l e  cost a n d  r i s k  

to the state. F o r  this i n t e r a c t i v e  p r o c e s s  t o  be



m e a n i n g f u l ,  t h e r e  m u s t  ex i s t ,  or be m a d e  to exist, 

a m o n g  m e m b e r s  of the i n d u s t r y  an e x p e c t a t i o n  that 

the i n d u s t r y ' s  a c c e s s  to the P e r m a n e n t  F u n d  is 

c o n d i t i o n a l  u p o n  t h e r e  b e i n g  d e m o n s t r a b l e  p u b l i c  

b e n e f i t s .  If this in fact is not t h e  case, t h e n  the 

i n c e n t i v e  f o r  m e a n i n g f u l  p a r t i c i p a t i o n  is a b s e n t  a n d  

the i n t e r a c t i v e  p r o c e s s  w o u l d  be of l i t t l e  b e nefit. 

(This s u g g e s t i o n  s h o u l d  not be i n t e r p r e t e d  as 

c o n s t i t u t i n g  a d i s a g r e e m e n t  w i t h  B e l d e n  Dan i e l s ' 

r e c o m m e n d a t i o n  for s t a t e - i n d u s t r y  i n t e r a c t i o n  w i t h  

r e s p e c t  to m a k i n g  t h e  r e g u l a t o r y  p r o c e s s  m o r e  e f f i c i e n t  

(pp. 35-37).

C o m m u n i t y  R e s o u r c e  C o n s i d e r a t i o n s

T h e  f o l l o w i n g  s u b s e c t i o n  h a s  b e e n  

t a k e n  f r o m  K a t h y  H a t h a w a y ' s  R e p o r t  to t h i s  C o m m i t t e e .

C o m m u n i t y  s u i t a b i l i t y  as a l o c a t i o n  for o n - s h o r e  

b o t t o m f i s h  p r o c e s s i n g  f a c i l i t i e s  can b e  d e f i n e d  fr o m  b o t h  

the v i e w p o i n t  of the f i s h e r m a n  a n d  t h e  p r o c e s s o r .  B o t h  d e s i r e  

c e r t a i n  s e r v i c e s  a n d  c o m m u n i t y  c h a r a c t e r i s t i c s  w h i c h  p l a y  a 

p a r t  in a t t r a c t i n g  i n d u s t r y  to a local i t y .

E s p e c i a l l y  in an u n d e r u t i l i z e d  f i s h e r y  s u c h  as b o t t o m­

fish p r e s e n t l y  a r e  in Alaska, t h e  f i s h e r m a n  may h a v e  l i t t l e  

c h o i c e  in w h i c h  c o m m u n i t y  he w i l l  d e l i v e r  his catch. But 

w h i l e  s u p p o r t  s e r v i c e s  m a y  not be n e c e s s a r y  to a t t r a c t  a f i s h e r­

m a n  t o  a c o m m u n i t y ,  t h e y  a s s i s t  a t o w n  in h a n d l i n g  i n c r e a s e d  

t r a f f i c  in an o r d e r l y  m a n ner. I m p o r t a n t  s u p p o r t  s e r v i c e s  for 

a t r a n s i e n t  f i s h i n g  f l e e t  r a n g e  f r o m  the a v a i l a b i l i t y  of boat
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m a i n t e n a n c e  f a c i l i t i e s  a n d  r a p i d  d e l i v e r y  of r e p l a c e m e n t s  for 

d a m a g e d  g e a r  f r o m  the n e a r e s t  m a j o r  s u p p l y  center, to the 

p r e s e n c e  o f  such p e r s o n a l  s e r v i c e s  as s h o w e r s ,  l a u n d r y  f a c i l i t i e s  

a nd e n t e r t a i n m e n t .  It is a s s u m e d  that m a n y  of t h e s e  s u p p o r t  

s e r v i c e s  w o u l d  a p p e a r  as d e m a n d  inc r e a s e s ,  h o w e v e r  t h eir  

a v a i l a b i l i t y  n e e d s  to be c o n s i d e r e d  in the p l a n n i n g  pro c e s s .

I n d u s t r y ' s  c o m m u n i t y  r e s o u r c e  r e q u i r e m e n t s  d i f f e r  s o m e w h a t  

f r o m  t h o s e  of f i s h e r m e n .  A l t h o u g h  they h a v e  an i n t e r e s t  in a 

c o m m u n i t y ' s  p e r s o n a l  s e r v i c e s ,  p r o c e s s o r s '  i n t e r e s t s  r a n g e  

f r o m  the c a p a c i t y  of l o cal u t i l i t i e s  to the a v a i l a b l e  

local l a b o r  pool, f r o m  d o c k i n g  f a c i l i t i e s  to e n t e r t a i n m e n t .

T a b l e  9 is a t a b l e  of c o m m u n i t y  u t i l i t y  r e q u i r e m e n t s  

of p r o c e s s o r s  b e f o r e  the s t a r t - u p  of a b o t t o m f i s h  p r o c e s s i n g  

plant. T h e s e  r e q u i r e m e n t s  are b a s e d  on a s h o r e - b a s e d  fish 

p r o c e s s i n g  f a c i l i t y  r e c e i v i n g  a b out 30 m i l l i o n  p o u n d s  of 

r o u n d - w e i g h t  fi s h  p e r  year, and o p e r a t i n g  for a p p r o x i m a t e l y  

230 w o r k i n g  da y s  w i t h  two e i g h t - h o u r  s h i f t s  and t h r e e  lines.

Su c h  a p l a n t  w o u l d  p r o d u c e  a p p r o x i m a t e l y  ten m i l l i o n  p o u n d s  

of fr o z e n  fi s h  m e a t  p e r  year. B e c a u s e  t h e r e  is l i t t l e  d e f i n i t e  

d a t a  a v a i l a b l e  on  p r o c e s s i n g  u t i l i t y  r e q u i r e m e n t s  for 

b o t t o m f i s h  in A l a s k a ,  the f i g u r e s  c i t e d  in T a b l e  8 are 

a p p r o x i m a t e .

It is l i k e l y  that the first o n - s h o r e  p l a n t s  to b e g i n  

p r o c e s s i n g  b o t t o m f i s h  in A l a s k a  w i l l  be l o c a t e d  in c o m m u n i t i e s  

w h i c h  a l r e a d y  h a v e  a w e l l - r o o t e d  fish p r o c e s s i n g  industry, 

w h i c h  h a v e  a f a i r l y  l a rge p e r m a n e n t  p o p u l a t i o n ,  a n d  w h i c h  are 

r e a s o n a b l y  n e a r  b o t t o m f i s h  grounds. H o w e v e r ,  o t h e r  p e r t i n e n t  

a s p e c t s  a r e  the e f f e c t s  of fish m i g r a t i o n  o n  b o t t o m f i s h
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gr o u n d s ,  w h a t  s p e c i e s  are p r e s e n t  o n  t h e  g r o u n d s ,  a n d  the age 

of the fish p r e s e n t .  B e c a u s e  on l y  a b o u t  t h r e e  or f o u r  A l a s k a n  

c o m m u n i t i e s  are o b v i o u s  n e a r - t e r m  l o c a t i o n s  for s h o r e - b a s e d  

b o t t o m f i s h  p r o c e s s i n g  plants, full u t i l i z a t i o n  of t h e  b o t t o m f i s h  

r e~ u r c e s  a v a i l a b l e  in A l a s k a n  w a t e r s  d e m a n d s  that p r o c e s s i n g  

p l a n t s  b e  o p e r a t i n g  in o t h e r  l o c a t i o n s  in the n e a r  future.

It is p o s s i b l e  to d i v i d e  A l a s k a n  c o a s t a l  c o m m u n i t i e s  

i n t o  t h r e e  c l a s s i f i c a t i o n s  of s u i t a b i l i t y  f o r  d e v e l o p m e n t  

of o n - s h o r e  b o t t o m f i s h  p r o c e s s i n g  p l a n t s .  T h e  first c l a s s i f i c a­

tion w o u l d  b e  of p r i m e  i m m e d i a t e  l o c a t i o n s  f o r  plan t s :  P e t e r s­

burg, C o r d o v a ,  K o d i a k  and D u t c h  H a r b o r .  PFI (Ici c l e  

S e a f o o d s )  h a s  a l r e a d y  b e g u n  p r o c e s s i n g  b o t t o m f i s h  at its 

plr t in P e t e r o b u r g ,  and it a p p e a r s  t h a t  N E F C O  (New E n g l a n d  

F i s h  C o m p a n y )  w i l l  b e g i n  o p e r a t i o n s  in K o d i a k  in the n e a r  

future.

A l t h o u g h  t h e s e  first l o c a t i o n s  w o u l d  g i v e  c o v e r a g e  f r o m  

S o u t h e a s t  t o  the A l e u t i a n s ,  it w o u l d  b e  s p a r s e ,  e s p e c i a l l y  

c o n s i d e r i n g  h o w  q u i c k l y  m a n y  s p e c i e s  o f  b o t t o m f i s h  lose t h e i r  

m a r k e t a b l e  q u a l i t i e s .

Plant M i l l i o n  p o u n d s /  
b o t t o m f i s h

E l e c t r i c i t y 7 0 0 , 0 0 0  KWH 2 3 , 3 3 3  K W H

W a t e r 3 m i l l i o n  gals. 4 0 0 , 0 0 0  gals.
f r e s h f r e s h

L a b o r 46 w o r k e r s / s h i f t 5 , 6 4 2  m a n / h o u r s

T a b l e  9 - P r o c e s s o r s '  C o m m u n i t y  U t i l i t y  R e q u i r e m e n t s
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The s e c o n d  c l a s s i f i c a t i o n  w o u l d  be of l o c a t i o n s  w h i c h  s e e m  

to have real p o s s i b i l i t i e s  for d e v e l o p m e n t  w i t h  the n e x t  ten 

to 15 years. T h i s  i n c l u d e s  c o m m u n i t i e s  r a n g i n g  f r o m  K u s k o k w i m  

Bay to the D i x o n  E n t r a n c e ,  w h i c h  ha v e  b e t w e e n  a p p r o x i m a t e l y  

6 5 - 1 0 0  p e o p l e  a v a i l a b l e  for p e r m a n e n t  l o n g - t e r m  e m p l o y m e n t  (or . 

are able to a c c o m m o d a t e  that m a n y  n e w  r e s i d e n t s )  a n d  w h i c h  

h a v e  at least s o m e  of the f a c i l i t i e s  and r e s o u r c e s  w h i c h  i n d u s t r y  

c o n s i d e r s  n e c e s s a r y  in a c o m m u n i t y  b e f o r e  the a d v e n t  of a new 

fish p r o c e s s i n g  plant.

M a n y  c o m m u n i t i e s  w h i c h  fit into this s e c o n d  c l a s s i f i c a t i o n  

a p p e a r  to be r i p e  for d e v e l o p m e n t  and have the p o t e n t i a l  for 

c o o p e r a t i v e  p r o c e s s i n g  v e n t u r e s  w i t h o u t  i n d u s t r y  i n v o l v e m e n t .

T h e  t h i r d  c l a s s i f i c a t i o n  w o u l d  be of c o m m u n i t i e s  w h i c h  

w h i c h  for r e a s o n s  of l o c a t i o n  or lack of c o m m u n i t y  r e s o u r c e s  

s e e m  u n l i k e l y  n e a r - t e r m  l o c a t i o n s  for s h o r e - b a s e d  b o t t o m f i s h  

p r o c e s s i n g  p l a n t s ,  a l t h o u g h  t h e r e  are l o n g - t e r m  p o s s i b i l i t i e s .  

Th i s  i n c l u d e s  f a i r l y  l a r g e  c o m m u n i t i e s  on the S e w a r d  P e n i n s u l a  

and f a r ther n o r t h  w h e r e  there has not been a full r e s o u r c e  

a s s e s s m e n t  to find out h o w  m a n y  and wh a t  k i n d s  of fish are 

there. A n o t h e r  p r o b l e m  w i t h  n o r t h e r n  l o c a t i o n s  is the short 

p e r i o d  of i c e - f r e e  w a t ers. A l t h o u g h  b o t t o m f i s h  a r e  b e i n g  

ca u g h t  by s u b s i s t e n c e  ice fishermen, it does not s e e m  e c o n o m i­

cally  f e a s i b l e  at th i s  time for c o m m e r c i a l  b o t t o m f i s h e r m e n  

to d e l i v e r  to an o n - s h o r e  p r o c e s s o r  n o r t h  of K u s k o k w i m  Bay.

T h i s  t h i r d  c l a s s i f i c a t i o n  p r e s e n t l y  i n c l u d e s  the 

P r i b i l o f  Islands, a l t h o u g h  i n d i c a t i o n s  are that the P r i b i l o f s  

are in an e x t r e m e l y  a t t r a c t i v e  loc a t i o n  for d e v e l o p i n g  a 

b o t t o m f i s h  fishery. It a p p e a r s  that the r e c o m m e n d a t i o n  of
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the N o r t h  P a c i f i c  F i s h e r i e s  M a n a g e m e n t  C o u n c i l  t h a t  the C o r p s  

of E n g i n e e r s  f i n i s h  d r e d g i n g  o p e r a t i o n s  in the St. P a u l  

H a r b o r  w i l l  e n a b l e  the P r i b i l o f s  to a c c o m m o d a t e  a n t i c i p a t e d  

g r o w t h  in its c o m m e r c i a l  f i s h i n g  fleet a n d  m a k e  it an
I

a t t r a c t i v e  l o c a t i o n  for f i s h e r i e s  e x p a n s i o n .

T h e  s e c o n d  c l a s s i f i c a t i o n  of c o m m u n i t i e s  w h i c h  h a v e  

n e a r - t e r m  p o s s i b i l i t i e s  for ind u s t r i a l  d e v e l o p m e n t  is of 

i m m e d i a t e  i n t e r e s t  to t h i s  Committee. A t a b l e  c o m p a r i n g  A l a s k a n  

c o a s t a l  c o m m u n i t i e s  w h i c h  fit into this s e c o n d  c l a s s i f i c a t i o n  

is in A p p e n d i x  D. T h i s  t able is a c o m p a r i s o n  of c o m m u n i t y  

r e s o u r c e s  to be c o n s i d e r e d  b e f o r e  f u r t h e r  c o m m u n i t y  d e v e l o p m e n t  

is p l a n n e d .  It s h o w s  b o t h  t hose r e s o u r c e s  of p r i m a r i l y  i n d u s t r i a l  

i n t e r e s t  a n d  t h o s e  r e s o u r c e s  of human s e r v i c e s .

C o n c l u s i o n s

T h e  d e v e l o p m e n t  r e q u i r e m e n t s  for an A l a s k a n  b o t t o m f i s h  

i n d u s t r y  a r e  broad, r a n g i n g  fr o m  the n e e d  for n e w  t e c h n o l o g y  and 

a b r o a d e r  b a s e  of  e x p e r t i s e ,  to n e w  and e x p a n d e d  s o u r c e s  of

fin a n c i n g ,  to t h e  n e e d  for g e t t i n g  the g r o w t h  of c o m m u n i t y ' s

i n f r a s t r u c t u r e  to the i n d u s t r i a l  g r o w t h  w i t h i n  a c o m m u n i t y .  It

a p p e a r s  th a t  A l a s k a  does not p r e s e n t l y  m e e t  m a n y  of the d e v e l o p­

ment  r e q u i r e m e n t s  set f orth in the past fi v e  s u b s e c t i o n s .  Th i s

C o m m i t t e e  has d r a f t e d  l e g i s l a t i o n  d e s i g n e d  to m e e t  s o m e  of the 

d e f i c i e n c i e s  in the f i n a n c i n g  a v a i l a b l e  to f i s h e r m e n  in Alaska.

It is the c o n c l u s i o n  of th i s  C o m m i t t e e  t h a t  o t h e r  l e g i s l a t i o n  

w h i c h  h a s  b e e n  i n c l u d e d  in C h a p t e r  V w i l l  act to e n c o u r a g e  a 

d e v e l o p i n g  b o t t o m f i s h  i n d u s t r y  also. T h e r e  are s o m e  d e v e l o p m e n t  

r e q u i r e m e n t s  w h i c h  n e e d  f u r t h e r  s tudy b e f o r e  any S t a t e  a c t i o n
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w o u l d  1-e desirable. T h e s e  i n c l u d e  the n e e d  for n e w  t e c h n o l o g y  

and e x p e r t i s e  and for f u r t h e r  s t u d y  of h o w  best a c o m m u n i t y  can 

meet a g r o w i n g  i n d u s t r y ' s  i n f r a s t r u c t u r a l  needs.

-89-



C H A P T E R  IV

S T A T E  A L T E R N A T I V E S  A N D  P O T E N T I A L  

As the b o t t o m f i s h  i n d u s t r y  d e v e l o p s  in A l a s k a ,  the S t a t e  

is f a ced w i t h  t w o  i m m e d i a t e  choices: The e n c o u r a g e m e n t  of

e i t h e r  of s h o r e - b a s e d  o r  f l o a t i n g  p r o c e s s o r s .  F r o m  a p r a c t i c a l  

stand p o i n t ,  A l a s k a ' s  p o s i t i o n  on this m a t t e r  w i l l  d e p e n d  

l a r g e l y  on w h e t h e r  the N o r t h  P a c i f i c  F i s h e r i e s  M a n a g e m e n t  

C o u n c i l  w i l l  r e c o m m e n d  j o i n t  d o m e s t i c  to f o r e i g n  v e n t u r e s  

for f l o a t i n g  b o t t o m f i s h  p r o c e s s i n g  f a c i l i t i e s .  T h e  d i v e r g e n t  

p o s s i b i l i t y  of o f f - s h o r e  or  o n - s h o r e  b o t t o m f i s h  p r o c e s s i n g  

p l a n t s  r e q u i r e s  d i f f e r e n t  s o r t s  of S t a t e  p l a n n i n g ,  d e p e n d i n g  

u p o n  w h e t h e r  the g r e a t e s t  i n i t i a l  impact w i l l  b e  felt b y  the 

community, the l o c a l  f i s h e r m a n  o r  the State. A l t h o u g h  the 

issue r e v o l v e s  a r o u n d  t h e  social, e c o n o m i c  a n d  p o l i t i c a l  

d e s i r a b i l i t y  of e a c h  choice, in A l a s k a  it is p r e s e n t l y  

c o m p l i c a t e d  b y  t h e  i n t e r e s t s  of f o r e i g n  f i s h i n g  n a t i o n s ,  by 

the m a n e u v e r s  a m o n g  c o u n t r i e s  for a g r e a t e r  s h a r e  of the 

i n t e r n a t i o n a l  b o t t o m f i s h  market, by the u n c e r t a i n t y  as to 

w h e t h e r  the U.S. can b e  c o m p e t i t i v e  w i t h i h  t h i s  m a r k e t ,  and  

in the long term, w h e t h e r  t h e r e  wi l l  b e  c o n f l i c t s  b e t w e e n  an 

e x p a n d i n g  f i s h i n g  a n d / o r  p r o c e s s i n g  i n d u s t r y  w i t h  f u t u r e  OCS  

a c t i v i t i e s .  A n o t h e r  c o m p l i c a t i o n  is the q u e s t i o n  of w h a t  

real b e n e f i t s  a c c r u e  to A l a s k a  w i t h  f o r e i g n  vs. d o m e s t i c  

p r o c e s s o r s ,  A l a s k a  vs. o u t s i d e  p r o c e s s o r s .
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T H E  S T A T E  RO L E

T h e  f o l l o w i n g  s u b s e c t i o n  h a s  b e e n  t a k e n  f r o m  

J o h n  W i l l i a m s ’ m e m o  of 9 - 1 7 - 1 9 7 7  to R e p .  O s t e r b a c k .

T h e  last c a t e g o r y  of q u e s t i o n s  we p r e s e n t e d  to the b a n k i n g  

i n d u s t r y  and p r o c e s s i n g  e x e c u t i v e s  dealt w i t h  t h e i r  p e r c e p t i o n  

t o  the S t a t e  r o l e  in t h e  d e v e l o p m e n t  of the b o t t o m f i s h e r y . T h e  

industry, as a rule, d i d  not p e r c e i v e  any real c a p i t a l  

s h o r t a g e s ,  e x c e p t  in the i n s t a n c e  w h e r e  there w o u l d  be  a n e e d  

to c o n s t r u c t  n e w  f l o a t i n g  p r o c e s s o r s  (as o p p o s e d  to r e w o r k i n g  

an e x i s t i n g  hull). T h e  c o s t s  for su c h  a v e n t u r e  w e r e  p r o j e c t e d  

i n i t i a l l y  at s i x  m i l l i o n  d o l l a r s .  The largest a n d  m o s t  a c t i v e  

b a n k s  in f i s h i n g  l o a n s  s e e m  to feel that none of t h e  c o m p a n i e s  

w h i c h  h a d  e x p r e s s e d  i n t e r e s t  in e n t e r i n g  the n e w  f i s h e r y  w e r e  

s u f f i c i e n t l y  f i n a n c e d  to a s s u m e  the ri s k  of m a k i n g  the i n v e s t m e n t  

n e c e s s a r y  in a f u l l  scale, n e w  o p e r a t i o n .

P a n  Alaska, a s u b s i d i a r y  of C a s t l e  and C o o k e  a n d  a m a j o r  

force in the A l a s k a  i n d u s t r y ,  i n d i c a t e d  an i n t e r e s t  in p u r s u i n g  

the p o s s i b i l i t y  of j o i n t  v e n t u r i n g  w i t h  o t h e r  p r o c e s s o r s  and 

the s t a t e  and f e d e r a l  g o v e r n m e n t s  in the c o n s t r u c t i o n  a n d  

o p e r a t i o n  of a b o t t o m f i s h  p r o c e s s i n g  facility. W h e n  the p r o s p e c t  

of such a v e n t u r e  w a s  p r e s e n t e d  to o t h e r  p r o c e s s o r s ,  the 

r e s p o n s e s  r a n g e d  f r o m  l u k e w a r m  to a b s o l u t e l y  no i n t e r e s t .  One 

c o m p a n y  felt that " s o c i a l i s m "  h a d  no p l a c e  in the A l a s k a  f i s h i n g  

industry. O t h e r s  e x p r e s s e d  c o n c e r n  that the s t a t e  w o u l d  be 

r e g u l a t i n g  an i n d u s t r y  t h a t  it a l s o  h a d  a v e s t e d  i n t e r e s t  in.

We a n t i c i p a t e  h e a r i n g  m o r e  f r o m  t h o s e  c o m p a n i e s  w h i c h  e x p r e s s e d  

s o m e  interest.

W i t h  r e s p e c t  to S t a t e  loan p o l icy, the p r o c e s s o r s  a g a i n
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d i d  not gi v e  a s i n g l e  c a t e g o r y  r e c o m m e n d a t i o n .  O n e  c o m p a n y  

e x p r e s s e d  g r e a t  i n t e r e s t  in h a v i n g  the S tate d e s i g n  a s u b s i d i z e d  

loan p r o g r a m  s p e c i f i c a l l y  to s e r v i c e  f i s h i n g  b o a t  o w n e r s  in 

r e w o r k i n g  t h e i r  v e s s e l s  for the g r o u n d f i s h e r y . A n o t h e r  d i d  not 

w a n t  the S t a t e  i n v o l v e d  in any way in bo a t  loans. A c o n s i d e r a t i o n  

h e r e  m a y  be the m a i n t e n a n c e  of raw p r o d u c t  s u p p l y  by  f i n a n c i n g  

f i s h i n g  v e s s e l  c o n s t r u c t i o n  (and fis h e r m e n )  on a d e m a n d  note 

or s i m i l a r  basis.

It w a s  s u g g e s t e d  by  Dr. F r e d  S m i t h  of O r e g o n  S t a t e  U n i v e r s i t y  

that as b e t w e e n  l o a n s  o r  t a x  incent i v e s ,  loans h a d  t w o  i n h e r e n t  

a d v a n t a g e s :  1) t h e y  s u p p l i e d  m o n e y  at the f r ont e n d  of the

o pe r a t i o n ,  th u s  a s s i s t i n g  c a s h  flow c o n s i d e r a t i o n s ,  a n d  2) the 

S t a t e  c o u l d  g a t h e r  m o r e  i n f o r m a t i o n  about the s t r u c t u r e  of the 

i n d u s t r y  a n d  f i n a n c i a l  t r a n s a c t i o n s  if they o f f e r e d  l o a n s  as 

o p p o s e d  to t a x  i n c e n t i v e s .

W h e n  q u e r i e d  a b o u t  S t a t e  f i s h e r i e s  tax p o l i c y ,  o n e  c o m p a n y  

s p e c i f i c a l l y  s u g g e s t e d  i n c e n t i v e s  b a s e d  on an i n f a n t  i n d u s t r y  

s t a t u s  for b o t t o m f i s h  d e v e l o p m e n t .  Mo s t  of the o t h e r  f irms 

s u g g e s t e d  that it w a s  a d e c i s i o n  that the S t a t e  h a d  to m a k e  

b a s e d  upon all c r i t e r i a  and not just ind u s t r y  a t t i t u d e .  T h e y  

did advocate, of c o u r s e ,  a s t r u c t u r e  that w o u l d  not d i s c o u r a g e  

e n t r y  into the n e w  fishery.

T h e  o n l y  o t h e r  s u g g e s t i o n  we r e c e i v e d  a b o u t  t h e  S t a t e  role 

c o n c e r n e d  S t a t e  f i n a n c i n g  of v a r i o u s  d e m o n s t r a t i o n - t y p e  p r o j e c t s .  

S u g g e s t i o n s  i n c l u d e d  t h e  f i n a n c i n g  of t r ips a b r o a d  for A l a s k a n  

f i s h e r m e n  to v i e w  g r o u n d f i s h  o p e r a t i o n s  in the m a j o r  w o r l d  

g r o u n d f i s h e r i e s , or  f i n a n c i n g  the e x p e n s e  of b r i n g i n g  i n d u s t r i a l  

e x p e r t i s e  f r o m  o t h e r  p a r t s  of the w o r l d  to c o n s u l t  w i t h  m e m b e r s  

of t h e  A l a s k a n  i n d u s t r y .
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F l o a t i n g  Vs. S h o r e - B a s e d  P r o c e s s i n g

T h e  f o l l o w i n g  s u b s e c t i o n  h a s  b e e n  t a k e n  f r o m  

J o h n  W i l l i a m s ’ m e m o  o f  9 - 1 7 - 1 9 7 7  to R e p .  O s t e r b a c k

T h e  h i s t o r i c  i n d u s t r i a l  o r g a n i z a t i o n  us e d  by the f o r e i g n  

i n d u s t r y  i.i h a r v e s t i n g  A l a s k a  g r o u n d f i s h  has i n v o l v e d  f l e e t s  of 

c a t c h e r  b o a t s  s u p p l y i n g  f l o a t i n g  m o t h e r s h i p  p r o c e s s o r s .  G e a r  

t e c h n o l o g y  has been d e v e l o p e d  to the p o i n t  w h e r e  the c r e w  of a 

c a t c h e r  boat can d e t a c h  the c o d  e n d  of a t rawl w i t h o u t  b r i n g i n g  

it on board, tie it o f f  and e i t h e r  b u o y - m a r k  it or tow it to 

the m o t h e r s h i p .  A n e w  c o d  e n d  is th e n  a t t a c h e d  onto the t r a w l  

and the next d r a g  b e g ins. T h e  w h o l e  p r o c e d u r e  m a x i m i z e s  the 

a v a i l a b l e  f i s h i n g  time for the c a t c h e r  boat.

W i t h i n  the e s t a b l i s h e d  A l a s k a  industry, this o r g a n i z a t i o n  

is not common (the roe h e r r i n g  f i s h e r y  w o r k s  in a s i m i l a r  fashion). 

E v e n  for " f l o a t i n g "  p r o c e s s o r s ,  the c a t c h e r  v e s s e l s  t y p i c a l l y  

c a r r y  their c a t c h  to a s h o r e  s i d e  location, w h e r e  the p r o c e s s o r  

is secured. F l o a t i n g  p r o c e s s o r s  lo c a t e  at s h o r e - s i d e  m o o r a g e s  

so  that, u n d e r  A l a s k a  law, th e y  are c o n s i d e r e d  shore p l a n t s  

(and are thus s u b j e c t  to a o n e  p e r c e n t  r a t h e r  than a f o u r  p e r c e n t  

r a w  fish tax). For the s h e l l f i s h  fleet, this r e q u i r e s  one o r  

two days' r u n n i n g  time b o t h  to and f r o m  the f i s h i n g  g r ounds, 

on e  to two d a y s  to u n l o a d  the catch, and, in the case of 

b o t t o m f i s h ,  will r e q u i r e  a d d i t i o n a l  lost f i s h i n g  time to b r i n g  

the c a t c h  on b o a r d  for s o r t i n g  and i c i n g  (i c i n g  could be 

s u p p l a n t e d  w i t h  r e f r i g e r a t e d  s e a  w a t e r  s y s t e m s  at an e x p e n s e  of 

a p p r o x i m a t e l y  $60,000).

Mr. Sig Jaeger, m a n a g e r  of  the N o r t h  P a c i f i c  F i s h i n g  V e s s e l  

O w n e r s  A s s o c i a t i o n ,  has p r e p a r e d  an a n a l y s i s  c o n d u c t e d  by s e v e r a l
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m e m b e r s  of liis a s s o c i a t i o n  w i t h  the a s s i s t a n c e  of o u t s i d e  

experts. ( " P r e s e n t a t i o n  to the N o r t h  P a c i f i c  F i s h e r i e s  M a n a g e­

ment C o u n c i l  on the S u b j e c t  of F o r e i g n  J oint V e n t u r e s , "  Sig 

Jaeger, A u g u s t  5-6, 1977.) He has p r o j e c t e d  the e a r n i n g  c a p a c i t y  

of a given v e s s e l  w h i c h  in " c ase one" is d e l i v e r i n g  b o t t o m f i s h  

to a s h o r e - b a s e d  plant, a n d  in " c ase two" to a h i g h  s e a s  f l o a t i n g  

processor. His c a l c u l a t i o n  f o u n d  that a v e s s e l  m a k i n g  d e l i­

ve r i e s  to an o n - s h o r e  or s h o r e - s i d e  p l a n t  c o u l d  fish 108 days 

p e r  year, c o m p a r e d  to 180 da y s  for the sa m e  v e s s e l  m a k i n g  

d e l i v e r i e s  to a h i g h  seas p r o c e s s o r .  The g r o s s  a n n u a l  e a r n i n g s  

w e r e  p r o j e c t e d  to be $ 2 8 3 , 0 9 7  for " c ase one", and $ 4 8 0 , 1 6 1  for 

" case two". T h e  i n d i v i d u a l  c r e w  s h a r e  (7% of gr o s s )  was 

$12,084, and $27 , 6 3 6 ,  r e s p e c t i v e l y ;  the net b o a t  s h a r e  $ 7 0 , 1 1 9  

a nd $222,511; the b a l a n c e  for p r o fit, d e p r e c i a t i o n ,  taxes, 

etc., was $ 7 , 3 8 0  and $148,011.

Even w i t h  the a d v a n t a g e  of hi g h  seas v e r s u s  s h o r e - s i d e  

d elivery, it is n e v e r t h e l e s s  m o r e  p r o f i t a b l e  for a vessel of 

the type used in the a b o v e  c o m p a r i s o n  to d e l i v e r  s h e l l f i s h  to 

s h o r e  than b o t t o m f i s h  on the hi g h  seas. Mr. J a e g e r  states:

"The e x a m p l e  v e s s e l s  u s e d  in the c o m p a r i s o n  h a v e  an e a r n i n g  
p o t e n t i a l  from crab f i s h i n g  of n e a r l y  d o u b l e  the p o l l o c k  
e a r n i n g s  p o t e n t i a l  of d e l i v e r i n g  to the f l o a t i n g  (high s e a s ) 
processor, a n d  in a s e v e n  to e i ght m o n t h  p e r i o d  rather than 
10 m o n t h s  t r a w l i n g  for p o l l o c k .  M o r e o v e r ,  that crab 
e a r n i n g  p o t e n t i a l  is 'now', w i t h o u t  a n o t h e r  $ 2 5 0 , 0 0 0  
invested in trawl, g e a r  a n d  w i n c h e s . "

In a s e p a r a t e  report, Mr. J a e g e r  s u g g e s t s  that If a f i s h i n g  

vessel c o uld s a v e  15 m i n u t e s  on e a c h  tow by not b r i n g i n g  the 

load on b o a r d  but r a t h e r  d e l i v e r  it d i r e c t l y  to a h i g h  s e a s  

p r o c e s s o r ,  the p o t e n t i a l  i n c r e a s e d  g r oss e a r n i n g s  f r o m  a d d i t i o n a l  

f i s h i n g  time c o u l d  amount to $ 8 0 , 0 0 0  annually. ( F i f t e e n  m i n u t e s
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s a v e d  p e r  tow (6 tows p e r  day) for 180 f i s h i n g  d a y s  e q u a l s  

270 to w i n g  hours. T h i s  r e p r e s e n t s  an a d d i t i o n a l  c a tch 

p o t e n t i a l  of 660 m e t r i c  tons at a c a t c h  rate of 22 m e t r i c  

to n s  p e r  day (9 t o w i n g  h o u r s  p e r  day).

T h o u g h  the use of h i g h  se a s  p r o c e s s o r s  w o u l d  o b v i o u s l y  be 

a d v a n t a g e o u s  to the f i s h i n g  fleet o p e r a t o r s ,  they p r e s e n t  s o m e  

i n h e r e n t  p r o b l e m s  for the p r o c e s s o r .  T h e s e  w o u l d  include:

1) the cr e w  a c c o m m o d a t i o n s ,  w h i c h  w o u l d  be far m o r e  e x p e n s i v e  

u n d e r  A m e r i c a n  labor r e g u l a t i o n s  than e x p e r i e n c e d  b y  f o r e i g n  

o p e r a t i o n s ,  2) o p e r a t i n g  c o n d i t i o n s ,  w h i c h  w o u l d  n e c e s s a r i l y  be 

m u c h  less p l e a s a n t  b e c a u s e  of w e a t h e r ,  seas, and c o n f i n e m e n t ,

3) F o o d  and Dr u g  A d m i n i s t r a t i o n  r e g u l a t i o n s ,  w h i c h  r e q u i r e  m o r e  

s a n i t a r y  o p e r a t i o n s  than g e n e r a l l y  e x p e r i e n c e d  on foreign 

vessels, w h i c h  m e a n s  m o r e  e x p e n s e  in line o p e r a t i o n s ,  w a t e r  

q ua l i t y ,  s e w a g e  tre a t m e n t ,  etc., a n d  4) general s u p p l y  p r o b l e m s  

of p r o v i s i o n s ,  p a c k a g i n g ,  and p a r t s  and e q u i p m e n t  in ca s e  of 

b r e a k d o w n s .  A d d i t i o n a l l y ,  the c a p i t a l  i n v e s t m e n t  in all 

p r e s e n t l y  e s t a b l i s h e d  f i s h e r i e s  is m o s t l y  in s h o r e - b a s e d  

o p e r a t i o n s .  For those f l o a t i n g  p r o c e s s o r s  w h i c h  are in s e r v i c e  

today, few have been d e s i g n e d  w i t h  b o t t o m f i s h  in mind, and the 

s p a c e  r e s t r i c t i o n s  and o v e r h a u l  c o s t s  w o u l d  g e n e r a l l y  d i s c o u r a g e  

r e w o r k i n g  the vessels. C o n v e r s e l y ,  m a n y  s h o r e - s i d e  p l a n t s  h a v e  

e n o u g h  e x i s t i n g  s p a c e  to a c c o m m o d a t e  b o t t o m f i s h  p r o c e s s i n g  

lines. S e v eral n e w  p l a n t s ,  e s p e c i a l l y  a n u m b e r  in K o d i a k  and 

w e s t w a r d ,  w e r e  built w i t h  floor s p a c e  a v a i l a b l e  for future 

b o t t o m f i s h  operat i o n s .

T h e r e  is xe.t:-.-in uIi.»e that as the A m e r i c a n  b o t t o m­

fish i n dustry develops, it will do so w i t h i n  a s c e n a r i o  w h i c h
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c o u l d  be c o n s i d e r e d  a h y b r i d  of the t y p i c a l  d o m e s t i c  s h o r e - s i d e  

o p e r a t i o n s  and foreign h i g h  s e a s  f l e e t  o perations. C o n s i d e r i n g  

1) the d i s e c o n o m i e s  p r e s e n t e d  by S i g  J a e g e r ' s  paper, 2) the 

a d a m a n t  f e e l i n g  of ma n y  m e m b e r s  of t h e  in d u s t r y  that i n i t i a l  

p r o c e s s i n g  on b o a r d  of f i s h i n g  v e s s e l s  is u n r e a l i s t i c  for  

A l a s k a n  f i s h i n g  ve s s e l  o p e r a t i o n s ,  a n d  3) the c a p ital i n v e s t­

me n t  r e q u i r e d  to s u p p l y  a n u m b e r  of n e w  f l o a t i n g  p r o c e s s o r s ,  

w e  b e l i e v e  an a l t e r n a t i v e  d e v e l o p m e n t  p a t h  is likely.

B o t t o m f i s h  o p e r a t i o n s  c o u l d  c o n c e i v a b l y  d e v e l o p  in a 

m a n n e r  very s i m i l a r  to t h o s e  of the A l a s k a  sa l m o n  f i s h e r y  in 

w h i c h  s h o r e - b a s e d  p r o c e s s o r s  s u p p l y  a te n d e r  or t e n ders w h i c h  

d i r e c t l y  r e c e i v e  d e t a c h a b l e  c o d  e n d s  f r o m  c a t c h e r  vessels, s o r t  

a n d  i n i t i a l l y  p r o c e s s  the c a t c h  ( i c i n g  and e v i s c e r a t i o n  to 

m a i n t a i n  quali t y ) ,  and d e l i v e r  the s u p p l y  to a s h o r e - s i d e  

p l ant for further p r o c e s s i n g .  ( H igh s e a s  e v i s c e r a t i o n  w i l l  

m i t i g a t e  the o n - s h o r e  w a s t e  t r e a t m e n t  r e q u i r e m e n t s  p r e s e n t l y  

b e i n g  i n s t i t u t e d  by the E n v i  •onmental P r o t e c t i o n  Age n c y . )  W e  

h a v e  been i n f o r m e d  by o n e  p r o c e s s o r  that they ha v e  a l r e a d y  o r d e r e d  

the c o n s t r u c t i o n  of a v e s s e l  w h i c h  c o u l d  s e rve such a p u r p o s e .

T h i s  s c e n a r i o  is a l s o  c o n s i s t e n t  w i t h  our e x p e c t a t i o n  of 

smaller, lower o v e r h e a d  v e s s e l s  i n c r e a s i n g l y  a c t i n g  as c a t c h e r  

vessels. The ! old c a p a c i t y  o f  a s m a l l  v e s s e l  w o u l d  not be 

c o n s i d e r e d  a l i m i t i n g  f a c +o r  if the f i s h i n g  v e s s e l s  are not 

r e q u i r e d  to h a n d l e  the c a t c h  on board.

As an a dded note, w e  w e r e  r e m i n d e d  d u r i n g  our i n t e r v i e w s  

that the future v a lue of h i g h  se a s  m o t h e r s h i p s  n o w  o w n e d  by 

c o u n t r i e s  w h o  ha v e  d e v e l o p e d  d i s t a n t  w a t e r  fleets is u n c e r t a i n .

It w a s  s u g g e s t e d  to us th a t  t h e s e  f l o a t i n g  p r o c e s s o r s  c o u l d  b e
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s o l d  to A m e r i c a n  c o m p a n i e s  and u t i l i z e d  as d o m e s t i c  f l o a t i n g  

p r o c e s s o r s ,  so l o n g  as they w e r e  n o t  c l a s s i f i e d  as v e s s e l s  

(it w a s  s u g g e s t e d  to us that r e m o v a l  of the s c r e w  w o u l d  likely 

a l l e v i a t e  any s t a t u t o r y  p r o b l e m s  a b o u t  t h e i r  u t i l i z a t i o n ) .

As n o t e d  above, p r e s e n t  S t a t e  f i s h e r i e s  t a x a t i o n  p o l i c y  

d i s c r i m i n a t e s  b e t w e e n  high s e a s  a n d  s h o r e - s i d e  p r o c e s s o r s .

T h e  h i s t o r i c a l  a s p e c t s  of this p o l i c y  r e l a t e  to the init i a l  

d e v e l o p m e n t  of f l o a t i n g  p r o c e s s o r s .  T h e y  w e r e  c o n s i d e r e d  to b e  

" O u t s i d e "  i n t e r e s t s  w h o  o f f e r e d  f e w e r  b e n e f i t s  to the S t ate 

a n d  its c i t i z e n s .  The S t a t e  t h u s  i m p l e m e n t e d  a 4 %  raw fish t a x  

f o r  f l o a t i n g  p r o c e s s o r s ,  as o p p o s e d  to a 1% raw fish t a x  for 

l a n d - b a s e d  c o l d  s t o r a g e  o p e r a t i o n s .

A s h o r e - b a s e d  p lant is d e s c r i b e d  as one w h i c h  dees not 

c h a n g e  l o c a t i o n  for one c a l e n d a r  year. As a c o n s e q u e n c e ,  most 

p r o c e s s o r s  w h i c h  might be c o n s i d e r e d  " f l o a t e r s " ,  are, u n d e r  the 

law, s h o r e - b a s e d  o p e r a t i o n s  (AS 4 3 . 7 5 . 0 6 0 ( 3 ) ) .  R e c e n t l y  c o n­

s t r u c t e d  " f l o a t i n g "  p r o c e s s o r s  h a v e  been b r o u g h t  to A l a s k a  and 

t y p i c a l l y  s t a t i o n e d  in one l o c a t i o n  for an e x t e n d e d  p e r i o d  of 

time. All A l a s k a  Seafoods, I n c . , a w h o l l y  o w n e d  A l a s k a n  c o r­

p o r a t i o n ,  o p e r a t e s  a m o b i l e  f l o a t i n g  p r o c e s s o r .  T h e  c a t c h e r / 

p r o c e s s o r  o p e r a t i o n  h e a d e d  by M a g g i e  N e s s  is a w h o l l y  o u t s i d e  

o w n e d  interest. O t h e r  " f l o a t e r s "  are t y p i c a l l y  p r o c e s s i n g  p l a n t s  

o w n e d  by l a r g e r  c o m p a n i e s  w h o  h a v e  p l a n t s  in s e v e r a l  l o c a t i o n s  

in Alaska.

Mo s t  f l o a t i n g  p r o c e s s o r s  ( b o t h  hi g h  s e a s  and s h o r e - s i d e )  

w o u l d  a p p e a r  to e m p l o y  p r e d o m i n a t e l y  o u t s i d e  labor, b o t h  with 

r e s p e c t  to p r o c e s s i n g  line c r e w s  a n d  ve s s e l  crews. S i n c e  the 

v e s s e l s  are t y p i c a l l y  e q u i p p e d  in a N o r t h w e s t  l o c a t i o n  (Seat t l e )
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an d  ret u r n  to the N o r t h w e s t  for p e r i o d i c  o v e r h a u l ,  and the u s u a l  

l o c a t i o n  of t h e s e  v e s s e l s  is in s p a r s e l y  p o p u l a t e d  ares of t h e  

State, the l a b o r  so u r c e  d r a w n  u p o n  for m a n n i n g  the v e s s e l s  is 

u s u a l l y  the S e a t t l e  area. We  do not k n o w  the ac t u a l  e m p l o y m e n t  

d a t a  for o n - s h o r e  ve r s u s  f l o a t i n g  p r o c e s s o r s .  We wi l l  a t t e m p t  

to a n s w e r  that q u e s t i o n  w i t h  an i n v e s t i g a t i o n  of D e p a r t m e n t  of 

R e v e n u e  a n d / o r  D e p a r t m e n t  o f  L a b o r  data.

A f l o a t i n g  p r o c e s s o r  o p e r a t i n g  on the h i g h  seas p r e s e n t s  

t w o  a d d i t i o n a l  p r o b l e m s  to t h e  State. T h e  f irst r e l a t e s  to the 

S t a t e ' s  t a x a t i o n  j u r i s d i c t i o n ,  the s e c o n d  to the m a n a g e m e n t  of 

t h e  resou r c e .

The S t a t e  S u p r e m e  C o u r t  h .s f o u n d  that the S t a t e ' s  i n t e r e s t  

in t h e  m a n a g e m e n t  of fish s t o c k s  o v e r  t h e i r  e n t i r e  r a n g e  ( i n s i d e  

a n d  o u t s i d e  of the three m i l e  limit) is s u f " i c i e n t l y  s t r o n g  to 

w a r r a n t  the a p p l i c a t i o n  o f  f i s h e r i e s  m a n a g e m e n t  r e g u l a t i o n s  

o v e r  the e n t i r e  area c o v e r e d  by  a s t o c k  of fish in the a b s e n c e  

of o t h e r  j u r i s d i c t i o n .  W i t h  the e n a c t m e n t  of the F i s h e r i e s  

C o n s e r v a t i o n  and M a n a g e m e n t  Act, t h e r e  is n o w  "other j u r i s d i c t i o n "  

p r e s e n t  to r e g u l a t e  t hose s t o c k s  w h i c h  are p r e d o m i n a t e l y  o u t s i d e  

of t h ree miles.

H o w e v e r ,  the t a x a t i o n  j u r i s d i c t i o n  of the S t a t e  is not 

s i m i l a r l y  e x p a n d e d  to a r e a s  m o r e  d i s t a n t  than three miles. T h e  

g e n e r a l  a p p l i c a t i o n  of t a x  law, as i m p l i e d  f r o m  A l a s k a  v.

A r c t i c  M a i d  et a l , (366 U.S. 1 9 9 - 2 0 6  U n i t e d  S t a t e s  C o u r t  of 

A p p e a l s  for the N i n t h  C i r c u i t . )  is that fish caught w i t h i n  t h r e e  

m i l e s  of m e a n  high w a t e r  a r e  a l w a y s  t a x a b l e  u n d e r  S t a t e  law, 

w h e t h e r  d e l i v e r e d  to a s h o r e - s i d e  p r o c e s s i n g  p l a n t  or f l o a t i n g  

p r o c e s s o r s  a n c h o r e d  o u t s i d e  o f  t h r e e  miles. Any fish d e l i v e r e d
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to a p l a n t  w i t h i n  t h r e e  m i l e s  of sh o r e ,  w h e t h e r  c a u g h t  inside 

or o u t s i d e  of t h r e e  m i l e s  is s u b j e c t  to the r a w  f i s h  tax.

Th e  q u e s t i o n  of the a p p l i c a t i o n  of A l a s k a ' s  i n c o m e  t a x  to 

o p e r a t i o n  w i t h i n  and o u t s i d e  of t h r e e  m i l e s  is b e i n g  l i t i g a t e d  

at this t i m e  u n d e r  S j o n g  v. S t a t e  of A l a s k a . The c a s e  is 

p r e s e n t l y  b e f o r e  the S u p e r i o r  C o u r t  a n d  is e x p e c t e d  ( b e c a u s e  it 

is a test case) to go to the S t a t e  S u p r e m e  Court. T h e  a d m i n i s­

t r a t i v e  r u l i n g  w h i c h  has b e e n  d e l i v e r e d  on t h e  ca s e  (by the 

D e p a r t m e n t  of R e v e n u e )  has s u g g e s t e d  that a f i s h e r m a n  is liable 

f or i n c o m e  tax on all income e a r n e d  f r o m  c a t c h i n g  f i s h  w i t h i n  

t h r e e  miles. For c a t c h e s  o u t s i d e  o f  t h r e e  miles, a f i s h e r m a n  

is l i a b l e  for the p e r c e n t a g e  of t i m e  s p ent in port in A l a s k a  

d i v i d e d  by the time s pent in all p o r t s  w h i l e  e n g a g e d  in b u s i n e s s  

r e l a t i v e  to the p a r t i c u l a r  c a t c h  in q u e s t i o n .  Thus, the 

a d m i n i s t r a t i v e  r u l i n g  s u g g e s t s  an a p p o r t i o n m e n t  of t a x a b l e  income 

on a b a s i s  s i m i l a r  to that u s e d  to a s s e s s  t a x e s  f r o m  i n t e r s t a t e  

t r a n s p o r t a t i o n  b u s i n e s s .  We w i l l  b e  h a p p y  to r e p o r t  to you the 

r e s u l t s  of the S u p e r i o r  C o urt r u l i n g .  T h e  t r ial is set for 

a p p r o x i m a t e l y  S e p t e m b e r  31.

T h e  u t i l i z a t i o n  of f l o a t i n g  p r o c e s s o r s  w o u l d  a l s o  e x a c e r b a t e  

the b i o l o g i c a l  m a n a g e m e n t  of f i s h e r i e s  stocks. E n f o r c e m e n t  

of f i s h i n g  r e g u l a t i o n s  and m o n i t o r i n g  of c a t c h  levels for those 

f i s h e r m e n  w h o  m a k e  d e l i v e r i e s  to p r o c e s s o r s  o p e r a t i n g  on the 

h i g h  s e a s  will be m u c h  m o r e  d i f f i c u l t  than the p e r f o r m a n c e  of 

t h o s e  s a m e  f u n c t i o n s  at fishing p o r t s .  It w o u l d  a p p e a r  to be 

r e a s o n a b l e  to e x p e c t  a p r o c e s s o r  o p e r a t i n g  in such a fashion to 

rnandatorily ac c e p t  the a d d i t i o n a l  c o s t  of m a i n t a i n i n g  a
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r e g u l a t o r y  agent on b o a r d  his p r o c e s s o r ,  s i n c e  that is the on l y 

o b v i o u s  m e a n s  to s e c u r e  a d e q u a t e  m a n a g e m e n t  control.

I n c e n t i v e  P r o g r a m s

T h e  f o l l o w i n g  s u b s e c t i o n  h a s  b e e n  t a k e n  f r o m  

J o h n  W i l l i a m s '  m e m o  of 9 - 1 7 - 1 9 7 7  to R e p .  O s t e r b a c k .

O u r  i n v e s t i g a t i o n  into i n c e n t i v e  p r o g r a m s  h a s  o n l y  b e e n  

o f  a p r e l i m i n a r y  nature. T h e  D e p a r t m e n t  of R e s o u r c e  E c o n o m i c s  

at the U n i v e r s i t y  of R h o d e  Island (URI) has p r o b a b l y  l o o k e d  at 

t h i s  i s s u e  on an i n t e r n a t i o n a l  b a s i s  m o r e  th a n  any o t h e r  

agency. We t a l k e d  w i t h  Dr. A n d r e u s  H o l m s e n  at URI for the 

b e t t e r  p a r t  of one day. He s u g g e s t e d  that an i n t e r n a t i o n a l  

r e v i e w  of f i s h e r i e s  i n c e n t i v e  o f f e r i n g s  in o t h e r  c o u n t r i e s  is not 

r e a d i l y  a v a i l a b l e  and w o u l d  be v e r y  d i f f i c u l t  to o b t a i n  b e c a u s e  

o f  the d i f f i c u l t  task of c o n s t r u i n g  w h a t  are i n c e n t i v e s  w i t h i n  

t h e  f i s h e r i e s  p o l i c i e s  of the v a r i o u s  f i s h i n g  na t i o n s .

URI h a s  s p e c i f i c a l l y  i n v e s t i g a t e d  the s t r u c t u r e  of s u b s i d y  

p r o g r a m s  in some nations, most r e c e n t l y  Cana d a ,  for w h i c h  a 

p a p e r  has be e n  p r e p a r e d  by Dr. V i r g i l  N o r t o n  on this subject.

In a d d i t i o n ,  Dr. H o l m s e n  has p u b l i s h e d  an a r t i c l e  r e l a t i n g  to 

the e c o n o m i c  a c t i v i t i e s  of t r awlers in the N o r t h  A t l a n t i c ,  

w h i c h  i n c l u d e s  s p e c i f i c  r e f e r e n c e s  to s u b s i d i e s  a n d  t r a n s f e r  

p a y m e n t s  m a d e  by the r e s p e c t i v e  g o v e r n m e n t s .

We d i d  i n q uire as to the s u b s i d i e s  w h i c h  are o f f e r e d  by 

e a s t  and w e s t  c o ast s t a t e s  to the r e s i d e n t  f i s h i n g  industry. 

A l t h o u g h  w e  t a l k e d  w i t h  p e o p l e  w h o  w e r e  f a m i l i a r  w i t h  W a s h i n g t o n ,  

O r e g o n ,  C a l i f o r n i a ,  M a s s a c h u s e t t s  a n d  V i r g i n i a ,  the on l y  s t a t e  

w h i c h  m a k e s  s p e c i a l  c o n s i d e r a t i o n  for t h e i r  r e s i d e n t  fishing 

i n d u s t r y  a p p e a r s  to be R h o d e  Island. R h o d e  I s l a n d  e x e m p t s
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f i s h i n g  a c t i v i t y  f r o m  p r o p e r t y  and s a les tax l i a bility. 

A d d i t i o n a l l y ,  that s t a t e  o w n s  and m a i n t a i n s  most w h a r v e s  on a 

s u b s i d i z e d  basis. We f o u n d  n o  e v i d e n c e  of s u b s i d i z e d  loan 

p r o g r a m s ,  tax i n c e n t i v e s ,  or any o t h e r  m e a n s  w h i c h  is an 

e s t a b l i s h e d  s u b s i d y  in any of the o t h e r  states.

R e s t r i c t i o n s

T h e  f o l l o w i n g  s u b s e c t i o n  w a s  t a k e n  f r o m  

K e n  V a s s a r ' s  m e m o  of 9 - 7 - 1 9 7 7  to R e p .  O s t e r b a c k .

W h e r e  C o n g r e s s  has not e n a c t e d  s u p e r v e n i n g  or c o n f l i c t i n g  

legisl a t i o n  r e s p e c t  to the s u b j e c t  m a t ter, the s t a t e s  h a v e  

the p o w e r  to r e g u l a t e  t r a n s a c t i o n s  of l o c a l * c o n c e r n  w i t h i n  t h e i r  

b o r d e r s  e v e n  t h o u g h  this m a y  a f f e c t  or r e g u l a t e  i n t e r s t a t e  

c o m m e r c e  subject, h o w e v e r ,  to c e r t a i n  l i m i t a t i o n s .  S t a t e  

r e g u l a t i o n s  that d i s c r i m i n a t e  a g a i n s t  i n t e r s t a t e  c o m m e r c e ,  

i.e., that s i n g l e  out i n t e r s t a t e  c o m m e r c e  for r e g u l a t i o n ,  or 

that i m p o s e  m o r e  b u r d e n s o m e  r e g u l a t i o n  on i n t e r s t a t e  c o m m e r c e  

than on c o m p a r a b l e  l o cal comme r c e ,  are a l m o s t  a l w a y s  h e l d  i n v a l i d  

as an i n v a s i o n  of the c o n g r e s s i o n a l  c o m m e r c e  power. U n d e r  this 

clause, a s t a t e  s t a t u t e  that r e s t r i c t s  the ex p o r t  of g o o d s  from 

w i t h i n  the s t a t e  in o r d e r  to b e n e f i t  local i n d u s t r i e s  and 

c o n s u m e r s  has b e e n  h e l d  u n c o n s t i t u t i o n a l .  ( T o omer v. W i t s e l l ,

334 U.S. 384 (1948) —  s t a t e  s t a t u t e  r e q u i r e d  that s h r i m p  

c aught w i t h i n  the s t a t e  not be s h i p p e d  i n t e r s t a t e  u n l e s s  p a c k a g e d  

w i t h i n  the state.)

T h e  te s t  c u r r e n t l y  f a v o r e d  b y  the U n i t e d  S t a t e s  S u p r e m e  

C ourt in d e t e r m i n i n g  the v a l i d i t y  of n o n - d i s c r i m i n a t o r y  s t a t e  

r e g u l a t i o n  of i n t e r s t a t e  c o m m e r c e  is the " b a l a n c i n g  test".

U n d e r  this approach, the c o urt in each c a s e  will d e t e r m i n e  the
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d e t r i m e n t  to the n a t i o n a l  i n t e r e s t  (i.e., the b u r d e n  on 

i n t e r s t a t e  c o m m e r c e )  i m p o s e d  by  the s t a t e  r e g u l a t i o n ,  in t e r m s 

of d i f f i c u l t y  a n d  co s t  of c o m p l i a n c e ,  i n e f f i c i e n c y  invol v e d ,  

etc. T h i s  is w e i g h e d  a g a i n s t  the s t r e n g t h  and m e r i t  of the 

s t ate int e r e s t  in the r e g u l a t i o n s .  T h e  court t h e n  d e c i d e s  

w h e t h e r  the s t a t e  r e g u l a t i o n  i m p o s e s  an u n r e a s o n a b l e  b u r d e n  

on i n t e r s t a t e  c o m m e r c e .

Thus, a s t a t e  s t a t u t e  p r o h i b i t i n g  the sale of m i l k  w i t h i n  

the s t a t e  u n l e s s  the s e l l e r  p a i d  the d a i r y  f a r m e r  a s t a t u t o r i l y -  

i m p o s e d  m i n i m u m  p r i c e  w a s  h e l d  i n v a l i d  u n d e r  the c o m m e r c e  c l a u s e  

w h e n  a p p l i e d  to m i l k  p r o d u c e d  o u t s i d e  the state. The s t a t u t e  

b u r d e n e d  i n t e r s t a t e  c o m m e r c e  b y  e l i m i n a t i n g  the c o m p e t i t i v e  

a d v a n t a g e  of i n t e r s t a t e  p r o d u c e r s ;  the s t a t e  p u r p o s e  w a s  to 

b e n e f i t  local b u s i n e s s  by r a i s i n g  p r i c e s  received. ( B a l d w i n  

v. S e e l i g , 294 U.S. 511 (1935)). Also, a s t a t e  s t a t u t e  r e q u i r i n g  

g r o w e r s  of h i g h  q u a l i t y  f r u i t  to p a c k  it w i t h i n  the s t a t e  r a t h e r  

than at p a c k i n g  p l a n t s  o u t s i d e  the s t a t e  i m p o s e d  an u n d u e  

b u r d e n  on i n t e r s t a t e  c o m m e r c e .  A s t a t e  r e q u i r e m e n t  that 

b u s i n e s s  o p e r a t i o n s  m u s t  b e  p e r f o r m e d  w i t h i n  the s t a t e  w h e n  they 

c o u l d  m o r e  e f f i c i e n t l y  be p e r f o r m e d  e l s e w h e r e  is a l m o s t  p e r  se 

an u n d u e  burden; a n d  the s t a t e ' s  i n t e r e s t  ( h a v i n g  the g r o w e r ' s  

s u p e r i o r  fruit i d e n t i f i e d  as c o m i n g  f r o m  w i t h i n  the state, in 

o r d e r  to e n h a n c e  the r e p u t a t i o n  of all g r o w e r s  w i t h i n  the 

s tate w h i c h  is an e c o n o m i c  i n t e r e s t )  w a s  " minimal at b e s t . "

(Pike v. Bruce C h u rch, I n c . , 397 U.S. 137 (1970)).
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C o n c l u s i o n

A l a s k a n  b o t t o m f i s h  are a d o m e s t i c a l l y  u n t a p p e d  r e s o u r c e  

w h i c h  c o m b i n e s  the p o t e n t i a l  for o u t s h i n i n g  the oil r e t u r n s  w i t h  

the o n g o i n g  a d v a n t a g e  of b e i n g  r e n e w a b l e .  B e s i d e s  o f f e r i n g  the 

p o t e n t i a l  a d v a n t a g e  of an e x p a n d i n g  e c o n o m y  a n d  tax b a s e  for 

A l a s k a  and the c o m m u n i t i e s  d i r e c t l y  a f f e c t e d  by d e v e l o p m e n t ,  

b o t t o m f i s h  u t i l i z a t i o n  o f f e r s  the p o s s i b i l i t y  of y e a r  round, 

s t a b l e  e m p l o y m e n t  to r e s i d e n t s  of A l a s k a ' s  c o a s t a l  c o m m u n i t i e s  

a n d  n e w  o p p o r t u n i t i e s  for the S t a t e ' s  f i s hermen. It is this 

C o m m i t t e e ' s  c o n c l u s i o n  that the b e n e f i t s  to the S t a t e  of b o t t o m­

fish d e v e l o p m e n t  far o u t w e i g h  the d i f f i c u l t i e s  i n h e r e n t  in o v e r­

co m i n g  the o b s t a c l e s  to o r d e r l y  growth.

Th e  f o l l o w i n g  chapter, " L e g i s l a t i o n , "  i n c l u d e s  s e v e n  p i e c e s  

of l e g i s l a t i o n  w h i c h  s h o u l d  e l i m i n a t e  so m e  of the e x i s t i n g  

o b s t a c l e s  to A l a s k a n  b o t t o m f i s h  d e v e l o p m e n t  as i d e n t i f i e d  in th i s  

r e p o r t .

T h e  g r e a t e s t  e x i s t i n g  o b s t a c l e  is the lack of d e f i n i t i v e  

i n f o r m a t i o n  on the p a r t s  of the State, industry, and the A l a s k a n  

f isherman. F i v e  of the b i l l s  in t h e  f o l l o w i n g  c h a p t e r  wi l l  

a d d r e s s  this lack of i n f o r m a t i o n .  T h e  first b i l l  is d e s i g n e d  to 

s h o w  fishermen if it is p o s s i b l e  for th e m  to m a k e  m o n e y  b o t t o m -  

f i s h i n g  and h o w  to go a b o u t  it. T h e  s e c o n d  e s t a b l i s h e s  an 

A l a s k a  S tate O f f i c e  in C o p e n h a g e n .  An i m p o r t a n t  f u n c t i o n  of 

this o f f i c e  w o u l d  be to s e r v e  as a c l e a r i n g  h o u s e  for f i s h e r i e s  

i n f o r mation. T h e  t h ird bill e s t a b l i s h e s  an U n d e r u t i l i z e d  F i s h  

S p e c i e s  Board, d e s i g n e d  a l o n g  the l ines of the K i n g  C r a b  M a r k e t i n g  

Board. This bi l l  will e n s u r e  that t here is a m e c h a n i s m  d e s i g n e d  

to p r o m o t e  A x a s k a n  b o t t o m f i s h  d e v e l o p m e n t  on an o n g o i n g  basis.
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T h e  f o u r t h  bi l l  w i l l  c r e a t e  an u n d e r u t i l i z e d  f i s h e r i e s  ta s k 

force w h i c h  w i l l  s e r v e  the s a m e  p u r p o s e  as the U n d e r u t i l i z e d  

F i s h  S p e c i e s  B o a r d  u n t i l  th a t  b o a r d  is esta b l i s h e d .  T h e  f i f t h  

bill m a k e s  an a p p r o p r i a t i o n  to s u r v e y  fishermen, p r o c e s s o r s  and 

a g r i c u t u r a l  i n t e r e s t s  to d e t e r m i n e  t h e  s u i t a b i l i t y  of a P r o d u c t i o n  

C r e d i t  A s s o c i a t i o n  as an a l t e r n a t i v e  f o r m  of financing.

A l t h o u g h  this C o m m i t t e e  h a s  be e n  l o o k i n g  s p e c i f i c a l l y  at 

b o t t o m f i s h ,  it has b e e n  n e c e s s a r y  to c o n s i d e r  some b r o a d  

p r o b l e m s  of A l a s k a ' s  f i s h e r i e s  t a x a t i o n  law w h i c h  may h a v e  s o m e  

e f f e c t  on b o t t o m f i s h  u t i l i z a t i o n .  T h e  s i xth bill in the f o l l o w i n g  

c h a p t e r  wi l l  a p p r o p r i a t e  f u n d s  for a s t u d y  of the f i s h e r i e s  

t a x a t i o n  law w h i c h  is s t i l l  b a s e d  on a tax s y s t e m  e s t a b l i s h e d  

in the t e r r i t o r i a l  days.

T h e  s e v e n t h  b i l l  r e v i s e s  t h e  C o m m e r c i a l  F i s h i n g  L o a n  Act 

to a l l o w  a p a r t n e r s h i p ,  c o r p o r a t i o n ,  or joint v e n t u r e  to be 

e l i g i b l e  for a f i s h i n g  loan a n d  to e l i m i n a t e  the first lien 

r e q u i r e m e n t .
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la THE HOUSE BY OSTERBACK

HOUSE BILL is?0.

IE THE LEGISLATURE OF THE STATE OF ALAS K A  

T E N T H  LEGISLATURE - SECOND SESSION 

A  BILL

For an Act entitled: “A n  Act waking a special appropriation to the Departmcn

of Fish and Game to contract for underutilised fishery 

resource fishing a n d  processing; and providng for an 

effective date.1’

BE IT ENACTED BY THE LEGISLATURE OF T H E  STATE OF ALASKA:

* Section 1. The s u m  of $360,000 is appropriated from the general fund to 

the Department o f  Fish and Game for the purpose of contracting with the owner 

of a v e s s e l  of the 200-foot class capable of catching, processing, and hold,Jr. 

ground fltm to conduct fishing and proc e s s i n g  operations for underutilised 

fishery resources, as dctcnmrj.ned by the commissioner of fish and g a m e , for 

six months in the Bering Sea or along the A l e u t i a n  Islands.

*  Sac. 2. The unerpended and unobligated port i o n  of this appropriation, 

lapses into the general fund June 30, 1973.

* Sac. 3. This Act takes ef fect immediately in accordance with AS 01,10. - 

0 7 0 ( c ) .
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IN T H E  H O U S E  B Y  O S T E R B A C K

H O U S E  B I L L  NO.

IN THE L E G I S L A T U R E  O F  T H E  ST A T E  OF A L A S K A  

T E N T H  L E G I S L A T U R E  - S E C O N D  SESSION 

A  B I L L

For an A ct entitled: "An A ct p r o v i d i n g  f o r  the establishment of an A l a s k a  

• ■ State O f f i c e  in Copenhagen, Denmark."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF ALASKA:

*  S e c t i o n  1. AS 44.19.640 is a m e n d e d  to read:

Sec. 44.19.640. A L A S K A  S T A T E  O F F I C E  CREATED. There is c r e a t e d  • 

w i t h i n  the O f f i c e  of the G o v e r n o r  an A l a s k a  State Office wi t h  external 

affairs offices to be o p e n e d  a nd m a i n t a i n e d  in Tokyo, Japan a nd 

C o p e n h a g e n , D e n m a r k , as a n  o u tlet for economic development, resource, 

a n d  trade information, and as a c o n t a c t  point for government a n d  p r i v a t e  

industry of A l a s k a j_ (AND] the Far E a s t , Scandinavia and W e s t e r n  Europe 

in p r o m o t i n g  and carrying on t r a d e  b e t w e e n  the state and other centers 

of foreign trade [THE F A R  E A S T ] .

BILL // 2
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[N T H E  H O U S E  BY THE RESOURCES COMMITTEE

HOUSE BILL NO.

IN THE LEGISLATURE OF T H E  ST A T E  OF A L A S K A  

T E N T H  LEGISLATURE - S E C O N D  SESSION 

A  BILL

"or an A c t  entitled: "An Act establishing the A l a s k a  Underutilized Fish

Species Board; and p r o v i d i n g  for an effective date."

BE IT E N A C T E D  BY T HE L EGISLATURE OF T HE S T A T E  OF ALASKA:

* S e c t i o n  1. AS 18 is amended by a d d i n g  a n e w  chapter to read:

C H A P T E R  92. ALASKA U N D E R U T I L I Z E D  FISH SPECIES ACT.

Sec. 18.92.010. PURPOSES. The purposes of this chapter are to

(1) encourage the A laska fishirg industry to make greater u s e  

of the o c e a n  resources off the coast of Alaska;

(2) expand the range of species harvested by the Alaska 

f i s h i n g  industry;

(3) enable the Alaska f i s h i n g  industry to m a i n t a i n  the quali-i 

ty o f  u n d e r u t i l i z e d  fish species c aught and placed on the market by 

A l a s k a  fish e r m e n  and processors;

(4) enable the Alaska f i s h i n g  industry to formulate and
I)

e f f e c t u a t e  directly or in cooperation w i t h  other agencies and instru-

i
m e n t a l i t i e s  research and sales stimul a t i o n  and consumer or other

I

e d u c a t i o n a l  programs designed to increase the use and consumption of 

u n d e r u t i l i z e d  fish species.

Sec. 18.92.020. BOARD ESTABLISHED. (a) Th e r e  is established in 

the D e p a r t m e n t  of Fish and Game the A l a s k a  U n d e r u t i l i z e d  Fish Species 

Board, w h i c h  consists of seven m e m bers appointed by the governor and 

c o n f i r m e d  by a majority of the m e m bers of the legislature m e e ting in 

j o i n t  session. Members of the bo a r d  shall be r e sidents of this state 

and shall be processors or fishermen o f  under u t i l i z e d  fish species.

w.o. 4349
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(b) Members shall serve terms of three years. Initial a p p o i n t­

men t s  of members are two members s e r v i n g  for one year, two m e m b e r s  

s e r v i n g  for two years, and three m e m b e r s  serving for three years.

(c) The commissioner or his d e s i g n e e  shall be an ex o f f i c i o  member 

of the board and shall enforce this chapter.

(d) Members of the fishing indu s t r y  may make r e c o m m e n d a t i o n s  of 

p e r s o n s  to serve on the board. The gove r n o r  shall make his a p p o i n t m e n t s  

to the board from the list of p e r s o n s  r e c o m mended by the industry.

(e) Four members of the b o a r d  constitute a quorum.

(f) The bo a r d  shall elect a c h a i r m a n  annually and shall h o l d  at 

least one regular meeting a year. The bo a r d  shall meet at the call of 

the chairman or upo n  the w r i tten r e q u e s t  of two members of the board.

(g) Board members receive no salary, but are entitled to per die m  

and travel expenses authorized by law for other boards and c o m m i s s i o n s .

Sec. 18.92.030. PUBLIC MEETINGS. Meetings of the board ax-e open 

and public.

Sec. 18.92.0A0. DUTIES. (a) The duties of the board a r e  to

(1) conduct programs of education, research, a d v e r t i s i n g  or 

sales promotion designed to a c c o m p l i s h  the purposes of this chapter;
i

(2) establish standards o f  quality and purity for under- 

utilir 1 fish species;

(3) make contracts and o t h e r  agreements which may b e  proper 

to p r o mote the sale of u n d e r u t i l i z e d  fish species and their products 

produced, processed or distri b u t e d  on either a local, state, nati o n a l  or 

international basis;

(A) cooperate with any o c h e r  local, state or n a t i o n a l  board, 

o r g a n i z a t i o n  or agency, w h e ther v o l u n t a r y  or created by state or federal 

law, and engaged in wo r k  or ac t i v i t i e s  similar to the work a nd a c t i v i­

ties of the Alaska Underutilized F i s h  Species Board and make contractu

-108-
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and a g r e e m e n t s  w i t h  those organizations or agen c i e s  for carr y i n g  on 

joint p r o g r a m s  of consumer education, sales promotion, q u a lity control, 

a d v e r t i s i n g  and research in the production, p r o c e s s i n g  or distribution 

of u n d e r u t i l i z e d  fish species;

(5) conduct, or contract to have conducted, s c i e ntific 

r e s e a r c h  to d e v elop and discover the health, d i e t e t i c  or other uses of 

u n d e r u t i l i z e d  fi s h  species;

(6) p r e p a r e  annually a b u d g e t  of p r o p o s e d  expenses of the 

board to be incur r e d  in carrying out this chapter, and to make m o d i f i­

cations of that budget whenever advisable;

(7) p r o m ulgate regulations r e l a t i n g  to the a d m i n i s t r a t i o n  and I 

e n f o r c e m e n t  of this chapter;

(8) investigate all m a t ters a f f e c t i n g  the a d m i n i s t r a t i o n  of
i

this chapter, and to report violations to the c o m m i s s i o n e r  or his 

d e s i g n e e ;

(9) employ at its pleasure an e x e c u t i v e  dire c t o r  and other 

emp l o y e e s  it considers necessary and pres c r i b e  their duties and fix 

their compensation;

(10) est a b l i s h  offices and incur expe n s e s  incidental to the 

p e r f o r m a n c e  of its duties;

(11) present facts to, and n e g o t i a t e  w i t h  local, state or 

federal a g e n c i e s  on matters affecting quality, production, processing or 

d i s t r i b u t i o n  of underutilized fish species.

(b) The commissioner shall, by regulation, define "underutilized 

fish s p e c i e s "  for the purposes of this chapter a nd shall implement 

p r o g r a m s  as the board formulates for the q u a l i t y  control and promotion 

of u n d e r u t i l i z e d  fish species which are . ;

(1) reasonably calculated to attain the o b j e ctives sought in 

this chapter; -109-
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(2) in co n f o r m i t y  with this chapter and within the applicable 

limitations and restri c t i o n s  set out in this chapter and w h i c h  will tend 

to effectuate the decl a r e d  purposes and policies of this chapter; and

(3) r e a s o n a b l y  calculated to protect the interests of con­

sumers of u n d e r u t i l i z e d  fish species, in that the powers of this chapter 

are being e x ercised only to the extent necessary to attain the o b j e c­

tives of this chapter.

Sec. 18.92.050. FALSE OR UNWARRANTED CLAIMS. No p r o g r a m  or

activity conducted or sponsored ur.der this chapter may ma k e  f alse or

un w a r r a n t e d  claims or disparage the quality, value, use or sale of any 

commodity a u t horized by law to be marketed in this state, n or shall the 

programs be c o nducted to promote directly a private brand or trade name.

Sec. 18.92.060. LOBBYING. No member, agent or employee of the 

board m ay appear b e f o r e  any legislative committee of the state or 

federal government as a representative of the board unless r e quested to 

do so by the committee, nor may the person lobby in any m a n n e r  as a 

re p r e s entative of the board. Funds collected under this c h a p t e r  may not 

be used for p o litical contributions.

Sec. 18.92.070. A N N U A L  STATEMENTS. The board shall p r e p a r e  

annually and make a v ailable to all u n d e rutilized fish species processors 

and the legislature summarized statements of the activities in which it 

has been engaged in the previous year, and of the activities in which it 

proposes to engage in the ensuing year.

Sec. 18.92.080. RECORDS AND ACCOUNTS. The board shall keep hooks,

records, and accounts of all its transactions, dealings, contracts, 

agreements, funds, and e x p e n d i t u r e s , as it considers necessary, and the 

hooks, records, and accounts shall be open.at all times to inspection or 

auditing by the c o mmissioner and the lcgislativ luditor.

Sec. 18.92.090. REGULATIONS. The board may establish, consistent

- 110 -
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w i t h  this chapter, r e g u l a t i o n s  covering the a d m i n i s t r a t i o n  and e n f o r c e­

men t  of this chapter w h i c h  m a y  be n e c e s s a r y  to ca r r y  out the p u r p o s e s  

and attain the o b j e c t i v e s  of this chapter. No r e g u l a t i o n  is e f f e c t i v e  

u n t i l  the t e r m i n a t i o n  of a p e r i o d  of 15 days fr o m  the date of its 

adoption. The c o m m i s s i o n e r  shall mail a copy of the n o t i c e  of the 

issuance to all p e r sons d i r e c t l y  affected by the r e g u l a t i o n s  w h o s e  names 

and addresses m a y  be o n  file in thb office of the c o m m i s s i o n e r  a n d  shall 

supply a copy of the r e g u l a t i o n  to (every person w h o  files in the o f f i c e  

of the director a w r i t t e n  r e q u e s t  fpr the notices.

Sec. 18.92.100. L I S T  O F  PROCESSORS. (a) T h e  c o m m i s s i o n e r  shall 

prepare a n n u a l l y  a list of u n d e r u t i l i z e d  fish species p r o c e s s o r s  as 

d efined in sec. 140 of this c h a p t e r  for use in c a r r y i n g  out p r o c e d u r e s  

prescribed in this chapter. T o  enable the c o m missioner to p r e p a r e  a 

complete list of processors, h e  may require all persons w h o  o p e r a t e d  as 

processors in the p r e c e d i n g  yea r  to file with h i m  a c e r t i f i e d  sta t e m e n t  

showing

(1) the correct n a m e  and address of the processor; and 

C2) the gross d o l l a r  value pai d  to fis h e r m e n  d u r i n g  the 

p r eceding c a l e n d a r  year.

(b) The in f o r m a t i o n  c o n t a i n e d  in the individual r e p o r t s  of p r o­

cessors filed w i t h  the c o m m i s s i o n e r  u n d e r  this s e c tion m ay not be mad e  j

public by the c o m m i s s i o n e r  in that form, but the i n f o r m a t i o n  c o n t a i n e d
I

in the reports may be p r e p a r e d  in combined form for use by the c o m m i s­

sioner, hi3 agents, or other a u t h o r i z e d  persons, in the formulation, 

a dministration and e n f o r c e m e n t  of a quality control order, or m a y  be 

made available under court order; however, the i n f o r m a t i o n  m a y  n o t  be 

ma d e  available to a nyone for p r i v a t e  purposes.

Sec. 18.92.110. PENALTY. (a) The commissioner, w i t h  the c o n­

currence of the board, may o r d e r  the closure of a ny u n d e r u t i l i z e d  fish 

* • - 1 1 1 -
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species p r o c e s s i n g  plant in w h i c h  a provision of this c h a p t e r  o r  a 

r e g u lation r e l a t i n g  to q u a l i t y  control is b e i n g  violated. The order 

shall s p e c i f i c a l l y  itemize the reasons for the closure, and t h e  closure 

shall n o t  take pl a c e  un t i l  30 days after receipt of the order b y  the 

owner or o p e r a t o r  of the plant. If, before the e x p i r a t i o n  of t h e  30 

days, there is n o  longer a ny viol a t i o n  as set out in the order, the 

plant shall n o t  be closed. The plant may not r eopen u n t i l  t h e r e  is f u l l  

c ompliance w i t h  the law a nd regulations referred to in this section.

(b) A n  o r d e r  un d e r  (a) of this section m a y  be sus p e n d e d  o r  set 

aside, in w h o l e  or in part, through injunction p r o c e e d i n g s  b r o u g h t  by a 

party in i n t e r e s t  against the commissioner and the b o a r d  in t h e  superior 

court.

Sec. 18.92.120. A D M I N I S T R A T I V E  PROCEDURE ACT. T h e  A d m i n i s t r a t i v e  

Procedure Act (AS 44.62) does not apply to this chapter.

Sec. 18.92.130. E X E C U T I V E  BUDGET ACT. The b o a r d’s bud g e t  is 

subject to the E x e c u t i v e  B udget Act (AS 37.07).

Sec. 18.92.140. DEFINITIONS. In this chapter

(1) "board" m e a n s  the Alaska U n d e rutilized F i s h  S p e c i e s

Board;

(2) " c o m m i s s i o n e r "  means the commissioner of fish a n d  game;

(3) " u n d e r u t i l i z e d  fish species" includes those s p e c i e s  of 

fish d e s i g n a t e d  b y  the c o m m i s s i o n e r  in accordance w i t h  sec. 40 o f  this 

chapter as s u b j e c t  to the provisions of this chapter;

(4) " u n d e r u t i l i z e d  fish species p r o c e ssors" or " p r o c e s s o r s "  

means a p e r s o n  cooking, canning, freezing or otherwise p r e p a r i n g  u n d e r­

utilized fish species c o m m e r c i a l l y  for human consumption.

* Sec. 2. This A c t  takes e ffect immediately in acc o r d a n c e  wit h  A S  01.10.- 

070(c). •
.  “112~ j
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IK THE LEGISLATURE OF THE STATE OF ALASKA \

TENTH LEGISLATURE - SECOND SESSION .

Relating to the creation of a special

_i
• ’ * • • •  fisheries task force on underutilized

species.

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

WHEREAS the enactment of the Fisheries Conservation ancl Management Act 

of 1976, Public Law 94-265, has created a tremendous opportunity for the 

expansion of the domestic fishing industry in Alaska; and

WHEREAS this opportunity for expansion is dependent upon the utilizati
•f/

of species which are presently underutilized by the domestic industry; and 

WHEREAS the utilization of these species will require dramatic changes 

in the fishing techniques and structure of the existing Alaska fishing 

industry} and

WHEREAS the benefits to be realized by this opportunity v/i.ll not full}

he realized by Alaska and Alaskans unless residents of Alaska arc actively

involved in pioneering the domestic development, of Alaska's underutilized 

fisheries stocks; and - . -

WHEREAS the problems to bo overcome in achieving the goal o f  resident 

Alaskans participating in the opportunity created by the expansion of the 

fisheries conservation zone to 200 miles arc: significantly different in mo 

ways from the problems which are present in the established Alaskan fish in 

industry; and
\

WHEREAS it is imperative that the Stale: oT Alaska play an active role 

guavaiii(•{•inj, (p(, opportunity of residents oT Alaska to participate in the 

ittfv i t ahi t. Hvve J opmc*nL of the matt) in-.-; i Lsl.or.ius in watc.vs ad.i/tcenJ '»• A!, 

both for | |u v.vl I-being of its citizens and the creation of economically

I, A- l ',ty" -113-
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:ce industries in this State;

the Alaska State Legislature that the Governor is 

to create a special fisheries task force on under- ' "*~ 

: as an advisory body to the Administration and the * ‘
i . . .  * , • * * • . * * ’' *

:lopment of state programs and policies; and be it * 

:hat the special fisheries task force on underutilised 

:e its activities with the Governor’s Fisheries Council.
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t |IN T HE H O U S E  BY O S T E R B A C K
!;

?\ HOUSE BILL NO.

IN THE LEGISLATURE OF T HE STATE OF ALASKA
r

-i ! TENTH L E G I S LATURE - SECOND SESSION

A  BILL

G | For an Act entitled: "An Act m a k i n g  a special appropriation to the Legisla-

i
7 l tive Affairs A g e n c y  to obtain information c o n cerning

8 ! the potential utilization of production credit a s s o c i a­
te

ft |i tions b y  A l a s k a n  fishing and agricultural interests;

and p r o v i d i n g  for an effective date."
it

:; i BE IT E N A CTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

li
:• j! * Section 1. The sum of $45,000 is appropriated from the general fund to

' the L e g i s lative Affairs Agency to r etain the services of a consultant who
ss
jjwill conduct a survey of Alaskan fishermen, fish processors, and a g r i c u l t u r a l

it
|j interests to determine the suitab i l i t y  of production credit associations for

'providing development capital in the state, and the potential benefits to the
*

It state d e r ived from increased parti c i p a t i o n  in those cooperative l e n ding

(associations.
Jj

s!j * Sec. 2. This Act takes e ffect July 1, 1978.

J

-115-
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IN THE H O U S E B Y  O S T E R B A C K

H O U S E  B I L L  NO.

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

TE N T H  L E G I S L A T U R E  - S ECOND SESSION 

A  B I L L

: lJ|For an A c t  entitled: "An A c t  m a k i n g  a special a p p r o p r i a t i o n  for a s t u d y  of

A l a s k a ' s  fisheries taxation law; a n d  p r o v i d i n g  f or on

(

" " ITHE fc1]

u

e f f e c t i v e  date.

I BE IT E N A C T E D  BY T HE L E G I S L A T U R E  O F  THE j>TATE OF ALASKA:
f •

*  S e c t i o n  1. T he sum o f  $46,500 is approp r i a t e d  from the g e n e r a l  fun d  to 

■the L e g i s l a t i v e  Affairs A g e n c y  for the p u r p o s e  of c o n d u c t i n g  an a n a l y s i s  of 

-“I'Alaska's fisheries taxation law.

*  Sec. 2. The u n e x p e n d e d  a nd u n o b l i g a t e d  p o r tion of this a p p r o p r i a t i o n

i
• lapses into the general f u n d  J u n e  30, 1979. .
ji
i' *  Sec. 3. This Act takes e f f e c t  i mmediately in a c c o r d a n c e  w i t h  A S  01.10.
I-
!070(c).



T H E  LEGISLATURE O F  T H E  STaTF. OF ALASKA 
T E N T H  LEGISLATURE

> , : !% ■ F i s c a l - n o t e , * ’

R E Q U E S T
Bill/Resolution No. H C R ________________________________________________________________
Title D i r e c t i ng L e g i s l a t i v e C o u n cil to conduct: a f i s h e r i es t^Txnt_ion_ a n a l y s i s  
Requested by ~Represcntativ-! O sterback_____________________ Date .11/19 / 7 7__________

• j

II. FISCAL DETAIL
Agency Affectcil L e g i s l a t i v e  A f f a i r s  A g e n c y  a n d  Dept. o f  R e v e n u e

Program Category Affected
Budget Request Unit(s) Affected

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FY 82

100 PERSONAL SERVICES 21. 5 -0-
?00 T R A V E L 3.0 -0-
300 C O N T R A C T U A L 20.0 -0-
400 COMMODITIFS 2.0 -o-
500 FOUII’M E N T . £ob -0-
600 L A N D  & STRUCTURES -0 \ -0-
700 GRANTS. CLAIMS. ETC. -0 + -0-

-o-i _ -0-r
T O T A L 46.5 -0- -0- -0- -0-

FUNDING (Thousands of Dollars)

GF.NERAI. FU N D 46. 5
F E D E R A L  FUNDS -0-

O T H E R  (Specify) -0-
-0-

POSITIONS

FUI.L TIME
PART TIME
T E M P O R A R Y 4

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

T h e  a n a l y s i s  w i l l  n o t  r e q u i r e  n e w  p o s i t i o n s  for e i t h e r  L e g i s l a t i v e  
A f f a i r s  o r  Dept., of R e v e n u e .  T h e  a n a l y s i s  is i n t e n d e d  to  bo  c o n d u c t e d  
u s i n g  t w o  t e m p o r a r y  c l e r i c a l  (range 12), t w o  t e m p o r a r y  a u d i t o r s  (range 
18) a n d  a c o n s u l t a n t .  T< aporary s t a f f  a n d  c o n s u l t a n t  w i l l  b e  n e e d e d  
f o r  a p p r o x i m a t e l y  t h r e e  m o n t h s .  $ 5 , 0 0 0  o f  c o n t r a c t u a l  s e r v i c e s  is i n­
t e n d e d  fo r  a n y  n e c e s s a r y  c o m p u t e r  p r o g r a m i n g  or d a t a  p r o c e s s i n g .
T h e  a n a l y s i s  w i l l  r e q u i r e  a revie' " n r o s e n t  f i s h e r i e s  t a x  lav;, incli ling 
a m o u n t s  a n d  d i s t r i b u t i o n  of tax l i a b i l i t y ,  a n d  a p o l i c y  a n a l y s i s  o f  
p r e s e n t  lav;; a n d  r e c o m m e n d a t i o n s  for r e v i s i o n  to t h e  f i s h e r i e s  t ax  
laws, i n c l u d i n g  j u s t i f i c a t i o n  a n d  i m p a c t .  )

IV. DATE 1 2 / 7 / 7 7 PREPAREI)/ltYjI?jl».,iLUli^l-‘jy'Uohn M■ jjafoc/or  A
a c i-n c v  Legislative Affairs/Dept, of Revenue/

P <

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

S r Y
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BILL If 6

[N THE HOUSE B Y  O S T E R B A C K

H O U S E  CONCURRENT R E S O LUTION NO.

IN T HE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

T E N T H  L E G I S L A T U R E  - S E COND SESSION

D i r e c t i n g  the L e g i s l a t i v e  Council to 

conduct an analysis of A l a s k a  f i s h e r y  

t axa t i o n  policy.

3E IT RESOL V E D  BY T H E  L E G I S I A T U R E  OF THE ^ S T A T E  OF ALASKA:

WHEREAS A l a s k a’s fishery taxation laws are still b a s e d  on a taxing 

lystem e s t a b l i s h e d  d u r i n g  Alaska's territorial days w h e n  the only si g n i f i c a n t  

fishery was the A l a s k a  salmon fishery; and

WHEREAS this a n t i q u a t e d  taxing s ystem discriminates i r r a t i o n a l l y  between
I

species of fish, b e t w e e n  types of final fishery products produced, b e t w e e n  

raw fish v a l u e  and w h o l e s a l e  value in determ i n i n g  tax bases for diff e r e n t  

species, and b e t w e e n  types and location of p r o c essing f a c i lities utilized; 

m d

WHEREAS the r e c e n t l y  enacted 200-raile fisheries law o ffers o p p o r t u n i t i e s  

for a greatly e x p a n d e d  fishing industry in A laska based on species n o t  pr e s­

ently u t i l i z e d  to a ny degree by the domestic fishing industry;
f

BE IT R E S O L V E D  that the L e g i s l a t i v e  Council is d i r e c t e d  to conduct, in
/

eooperation w i t h  the D e p a r t m e n t  of Revenue and through the L e g i s l a t i v e  Affair:

j
\gency, an a n a l y s i s  of fishery taxation p o l i c y ; and be it

!

FURTHER R E S O L V E D  that the Governor is r e s p e c t f u l l y  req u e s t e d  to direct 

:he Department of R e v e n u e  to assist the Couhcil in c o n d u c t i n g  this study; and 

je it

FURTHER R E S O L V E D  that the L e g i s l a t i v e  Council report its findings and 

recommendations to the First Session, Elev e n t h  Legislature.
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BILL // 7

T H E  HO U S E  BY O S T E R B A C K

HOUSE BILL NO.

IN THE L E G I S L A T U R E  OF THE STATE OF ALASKA 

T E N T H  LE G I S L A T U R E  - SECOND SESSION 

A BILL
_

: an Act entitled: " A n  Act amending the Commercial F i s hing L o a n  Act; and

p r o v i d i n g  for an effective date."

IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

*  Section 1. AS 16.10.310(a)(1) is amended by adding a n e w  subparagraph

read:

(C) corporations, partnerships, or joint v e n t u r e s  51 per j 

cent of w h i c h  are owned by individual commercial fishermen w h o  have 

b e e n  state res i d e n t s  for a continuous period of five years and have 

h ad a co m m e r c i a l  fishing license for three years for the purchase,

construction, repair or upg r a d i n g  of fishing vessels or gear;

*  Sec. 2. AS 16.10.320 is amended to read:

Sec. 16.10.320. LIMITATIONS ON LOANS. A commercial f i s h i n g  loan

m ay not exceed $150,000. A  loan m ay not run longer than 15 y e a r s  or

bear interest e x c e e d i n g  seven per cent, a n d , except as p r o v i d e d  under

(b) of this section, it shall be secured by a first lien and appropriate J

security agreements, except thali a lien in favor of the state is not

required for loans guaranteed fully by the federal government u n d e r  the

Federal Ship F i n a n c i n g  Act of 1972 (46 U.S.C. secs. 1271-1279b; 86 Stat.

909), as amended. In the case of a security agreement given to secure a

loan ma d e  under secs. 300 - 370 of this chapter and cove r i n g  a vessel

documented under the laws of the United States and so long as the Ship

Mort g a g e  Act of 1920 (46 U.S.C. secs. 911-984; 41 Stat. 1000), as 

amended, and the Shipping Act of 1916 (46 U.S.C. secs 801-842; 39 Stat. 

728), as amended, r emain ambiguous w i t h  respect to w h e t h e r  or n o t  a
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state or state agency qualifies as a citizen of the U n i t e d  S tates for 

purposes of those Acts, the first lien requirement of this s e c t i o n  may 

be satisfied by the r e c o r dation a nd endorsement of a first p r e f e r r e d  

ship mort g a g e  under the Ship Mortgage Act of 1920, and by p e r f e c t i o n  of 

a security interest un d e r  the U n i f o r m  Commercial Code - S e c u r e d  T r a n s­

actions (AS 45. 0 5 . 6 9 0  - 45.05.794), if the approval of the S e c r e t a r y  of 

Commerce is o b t a i n e d  u n d e r  46 U.S.C. sec. 839 for the tran s f e r  to the 

department of the interest in a v essel documented under the laws of the 

United States. In the case of a security agreement given to secure a 

loan made u n d e r  secs. 300 - 370 of this chapter and covering a vessel 

documented un d e r  the laws of the United States, the first lien r e q uire­

ment of this section m a y  also be satisfied by use of a trust d e e d  and 

bond issue u n d e r  it, if the trustee is a citizen of the U n i t e d  States 

and obtains a first p r e f e r r e d  ship mortgage on the vessel u n d e r  the Ship 

Mortgage Act of 1920, and the approval of the Secretary of C o m m e r c e  is 

obtained under 46 U.S.C. secs. 839 and 961 for the transfer of the bond 

or bonds to the department if the trustee is not a trustee appr o v e d  by 

the Secretary of Commerce under 46 U.S.C. secs. 808, 835 and 961. Loans 

granted under this subsection may not exceed 75 per cent of the; a p­

praised value of the collateral used to secure t h e -loan.

* Sec. 3. AS 16.10.320 is amended by adding a new subsection to read:

(b) A  c o m m ercial fishing loan for the repair, restoration, or 

upgrading of exis t i n g  vessels and gear or for the purchase of gear and 

the construction and purchase of fishing vessels may be secured by a 

lien subordinate to a v a l i d  first lien and security a g reement granted to 

a private lending institution. A  loan granted under this subsection

(1) shall be to an obligor approved by the c o m m i s s i o n e r  as 

responsible and pos s e s s i n g  the ability, experience, financial resources, 

and other qualifications necessary to the adequate o p eration and mninte-

-120-



na n c e  of the fishing vessel;

(2) m a y  not exceed $150,000 or 15 per cent of the a p p r a i s e d  

va l u e  of the fishing vessel, w h i c h e v e r  amount is less, when a f i s hing 

vessel is to be constructed or an existing fishing vessel is to be 

purchased;

(3) m ay not e xceed $150,000 w h e n  a fishing vessel o r  gear is 

to be repaired, restored, or upgraded;

(4) m ay not e x ceed a te r m  of 15 y e a r s ;

(5) may not bea r  interest exceeding seven per cent.

*  Sec. 4. This Act takes effect Jul y  1, 1978.



A P P E N D I X

I n t e r i m  R e s o u r c e s  C o m m i t t e e  W o r k  P l a n  and R e s e a r c h  P r o p o s a l

M a r k e t i n g  Survey, Q u e s t i o n n a i r e s ,  and S u m m a r y  of R e s p o n s e s  
c o m p i l e d  by L a u r i e  Berg.

" B a n k s  for C o o p e r a t i v e s :  H o w  T h e y  O p e r a t e "

I n f r a s t r u c t u r a l  C o m p a r i s o n  of A l a s k a n  C o a s t a l  C o m m u n i t i e s

M i n u t e s  on D e c e m b e r  9, 1977, M e e t i n g  on B o t t o m f i s h  S t u d y  
( i n c l u d i n g  a s u m m a r y  of Dr. B e l d e n  D aniels' p r o p o s a l  on an 
A l a s k a n  F i s h e r i e s  D e v e l o p m e n t  F u n d  Act)

" I m p l i c a t i o n s  of F o r e i g n  I n v e s t m e n t  for A l a s k a  P o l i c y  
T o w a r d  B o t t o m f i s h  D e v e l o p m e n t , "  by Dr. F r a n k l i n  L. Orth.

" D e v e l o p m e n t  of an A l a s k a n  B o t t o m f i s h  I n d u s t r y  a n d  S t a t e  
T a x e s , "  by Dr, G e o r g e  R o g ers.

O c t o b e r  10, 1977 M e m o r a n d u m  f r o m  K a t h y  H a t h a w a y  to Rep. A l v i n  
O s t e r b a c k  ( w h e r e i n  is c o n t a i n e d  h e r  report).

R e p o r t  s u b m i t t e d  by F r a n k  Glass.



A P P E N D I X  A

R E S O U R C E S  

I N T E R I M  C O M M I T T E E

200 M I L E  L I M I T  R E S E A R C H  P R O P O S A L

Rep. A l v i n  O s t e r b a c k ,  C h a i r m a n  
H o u s e  R e s o u r c e s  C o m m i t t e e

T a b l e  of C o n t e n t s
P a g e

I. E x i s t i n g  S i t u a t i o n  &  P o t e n t i a l  1

II. P r o p o s e d  S t a t e  O b j e c t i v e s  3

III. E c o n o m i c  F e a s i b i l i t y  A n a l y s i s  4

IV. P r o b l e m  A r eas for A l a s k a  5

A. H a r v e s t i n g  5

B. M a r k e t i n g  6

C. F i n a n c i n g  7

D. M a n a g e m e n t  8

V. P i l o t  P r o j e c t s  9

VI. P u b l i c  H e a r i n g s  10

VII. C o m m i t t e e  P r o d u c t s  11

A D D E N D U M

1 - B u d g e t  12

2 - I n f o r m a t i o n  R e s o u r c e s  13

3 - T r a v e l  Cost B r e a k d o w n s  14
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R E S O U R C E S  

I N T E R I M  C O M M I T T E E

I. E X I S T I N G  S I T U A T I O N  & P O T E N T I A L

F i r s t ,  l e t  us l o o k  a t  w h a t  b o t t o m f i s h  s t o c k s  are i n  the A l a s k a n  
w a t e r s  a n d  h o w  m u c h  is b e i n g  h a r v e s t e d  b y  A l a s k a n  F i s h e r m e n .  P a g e  
2 s h o w s  a c o m p a r i s o n  of " S u s t a i n a b l e  Y i e l d "  a n d  " P r e s e n t  D o m e s t i c  
H a r v e s t . "

I m p o r t  - E x p o r t  M a r k e t

U . S .  n e t  b a l a n c e  o f  p a y m e n t  for f i s h  p r o d u c t s  
( I m p o r t s  - e x p o r t s  = n e t  p a y o u t )

If t h e  U. S .  w o u l d  u t i l i z e  a l l  r e s o u r c e s  o f  t h e  
2 00 m i l e  zone, this f i g u r e  w o u l d  b e c o m e  
a n e t  i n c o m e  o f  . . .

(Net g a i n  of  $ 7.9 Billion)

F o r  c o m p a r i s o n ,  w h e a t  e x p o r t  r e v e n u e s  a r e

T h e  U.S. n o w  p a y s  K o r e a  for i m p o r t e d  P o l l a c k  
c a u g h t  in A l a s k a n  200 mi. zo n e

If A l a s k a n  f i s h e r m e n  c a u g h t  a l l  t h e  P o l l a c k  
t h e  t o t a l  r e v e n u e  w o u l d  b e

(Net g a i n  o f  $ 3 3 . 6 4  m i l l i o n  in P o l l a c k  alone)

U.S. s a l e s  of  s e a f o o d  e x p o r t s :

P r e s e n t

U t i l i z i n g  200 m i l e  l i m i t  

(Net g a i n  o f  $9.3 b i l l i o n  o r  344%)

A n n u a l  F i g u r e s  

$ 1.3 b i l l i o n

$ 6.6 b i l l i o n

$ 3.9 b i l l i o n

$ 27 m i l l i o n  

$ 6.64 m i l l i o n

$ 2.7 b i l l i o n

$ 12 m i l l i o n

P a c i f i c  N o r t h w e s t ,  i n c l u d i n g  O r e g o n  & W a s h i n g t o n  
(Most of t h e  C o a s t a l  m i l e s  a r e  A l a s k a ,  though)

P r e s e n t  c a t c h  .25 b i l l i o n  lb.

U t i l i z i n g  200 m i l e  limit, b y  1 9 8 5
t h i s  c a t c h  c o u l d  be  . . . 6.6 b i l l i o n  lb.

1 S t a t i s t i c s  r e c e i v e d  f r o m  N e w  E n g l a n d  F i s h  Co.
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FISHERIES 1 .

Species Sustainable Yield -Present Domes Li c 1 iarves t
Salmon > 100,000,000 f ish 2 3 3 .,000,000 f i s h  3

King Crab
(Millions of Pounds) 

1 1 4  ^ M M 97.6
Tanner Crab 
o p i l i o  
bairdi 333 .0

140 .0 ; •
0

64.0
Dungeness Crab -^*5 3
S c a ' l - p s  , * . — 1 ' 1

Shrimp  ̂ 125 99
CT ams • ^

r ' "
50 0 . 2 3

P o l lo c k .  - 3 ,400 .0  ’ near 0
P a c i f i c  Ocean Perch- •

LT>A near 0
Ye llow fin  So le ’-233 .2 ■ * . near 0 "

• Rockfis'n • 16 .5 0 .2
Flounders 313 .5 near 0
Sab le f ish 83 .6 2.4
Cod 200 0 .4
Atfca Mackerel . 48 .4 near 0

< 4 9 . 5 ^  h oX v -e^ X h L s  <^8l0y>
Squid ■.* 22 .0 near 0

^Herring^
Quhers 
( s n a i l s ,  cape l in ,  e t c . )

/>  200"V fs C is r .A  h-Q A
o '

V

< 3 5 . l )  

near 0

* lr/LOm 79 7 5  V p . p c o v b m n t  o &  T J L b’ii a n d  Garr.z & t a £ L & £ i c A  a n d  {JjuxX. ( L n v j j i o y u n z > i , t a Z  

J j n p a c t  s > t a £ v n z n X A  o &  t h e .  U . S .  V e p a a b n z n t  o $  Cornrr.2A . c z ,  U O A A ,  N w U a x a Z .  

l l t u u n z  T J L s > W z a J L z6 S z A v l c z ,  J a n u c A t j - ,  7977.

2 1 0 0 , 0 0 0 , 0 0 0  s a l m o n  A z p A Z A z n t x  t h e .  I U g h e , U  l i v e ,  y v u i  a v e o t a g z  d o m u t i c . 

c c U c k  a n d  Jj > a l A o  t l i z p t V s z n t  t a A g z t  f r i g u A z  o  j t k z  V z p a A t m z n t  o t< f i & h  

auci G a m z
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II. P R O P O S E D  S T A T E  O B J E C T I V E S

A l a s k a  s h o u l d  c a p t u r e  a n d  m a r k e t  t h e  m a r i n e  r e s o u r c e s  of 
t h e  200 m i l e  l i m i t  zo n e  on a s u s t a i n e d  y i e l d  b a s i s  and 
r e t u r n  t h e  p r o f i t a b i l i t y  o f  t h a t  r e s o u r c e  h a r v e s t  to the 
P e o p l e  a n d  t h e  S t a t e  of A l a s k a .

A. T h e  C o m m i t t e e ' s  f i r s t  t a s k  w i l l  b e  a g e n e r a l  e c o n o m i c  
f e a s i b i l i t y  a n a l y s i s  of t h e  p r o p o s e d  o b j e c t i v e  to 
d e t e r m i n e  the f e a s i b i l i t y  of  a c h i e v i n g  the o b j e c t i v e .

B. T h e  C o m m i t t e e ' s  s e c o n d  t a s k  w i l l  be  to a n a l y z e  
a l t e r n a t i v e  g o a l s  a n d  s t r a t e g i e s  to a c h i e v e  the 
o b j e c t i v e  of  m o v i n g  the A l a s k a n  e c o n o m i c  s e c t o r  into 
t h e  200 m i l e  z o n e  m a r i n e  h a r v e s t .  T h i s  w i l l  n e c e s­
s a r i l y  e n t a i l  a d e t a i l e d  a n a l y s i s  o f  the p r o b l e m  a r eas 
o f  h a r v e s t i n g ,  m a r k e t i n g ,  f i n a n c i n g ,  a n d  m a r k e t i n g .

C. T h e  Comm i t t e e ' s '  t h i r d  t a s k  w i l l  b e  to a n a l y z e  e x i s t i n g  
i n d u s t r y  a n d  d e v e l o p  p r o p o s e d  p i l o t  p r o j e c t s  to test 
o u t  t h e  i d e a s  a n d  a l t e r n a t i v e s  d e v e l o p e d  b y  the 
C o m m i t t e e .

D. F i n a l l y ,  as an e n d  p r o d u c t  t h e  C o m m i t t e e  w i l l  n a k e  
r e c o m m e n d a t i o n s  o n  the f o l l o w i n g  b y  J a n u a r y  1970:

1. S t a t e  R o l e  (if any) i n  d e v e l o p i n g  the m a r i n e  
r e s o u r c e s  o f  the 200 m i l e  zone.

2. F e d e r a l  R o l e  (if any) in d e v e l o p i n g  the m a r i n e
r e s o u r c e s  o f  the 200 m i l e  zone.

3. S p e c i f i c  S t a t e  a n d  F e d e r a l  l e g i s l a t i o n  and 
p r o g r a m s  n e e d e d  t o  i m p l e m e n t  the o v e r a l l  
o b j e c t i v e .

4. F u r t h e r  s t u d y  areas.


