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The Department; o f  Commerce and Economic Development, in cooperation with 
other affected agencies and the industry, should investigate ways to assist small 
operators in meeting the myriad regulatory requirements o f various agencies. 
This m ight range from exempting processors under a specified size from filing 
certain forms to providing a central clearinghouse for permitting and filing infor­
mation, technical advisory services and special loans for equipment such as 
computers and computer software.

The relevant state agencies should, in consultation with the Limited Entry Com­
mission, collect child support payments from permit holders at the time of yearly 
permit renewal. Permit holders will be motivated to pay this fee and it will not 
unfairly burden processors.

The Departments of Revenue and Labor respectively, should relieve the burden 
of prepayment of the Fishery Business Tax and provision o f Labor bond for 
companies with proven payment records and sufficient assets.
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SUMMARY

Living marine resources — fish and shellfish — are among the econom ically dom inant features o f  the 
world's oceans as well as vital sources o f  protein for the world's people. H owever, the sustainability o f  
these essential resources is at risk. As a result o f  increased dem ands for fish products and expansion o f  
fishing fleets, m any traditional fisheries around the world are now depleted.

As with many nations, U.S. m arine fisheries m anagers have straggled to m axim ize harvests w hile 
maintaining productive stocks. Early attem pts at managem ent were com prom ised by largely 
unregulated foreign and dom estic fleets. By 1976, the overexploitation o f  several stocks in offshore 
U.S. waters led to the passage o f  the M agnuson Fishery Conservation and M anagem ent Act 
(M FCM A), with the prevention o f  overfishing acknowledged as the first o f  the Act's seven national 
standards for new fishery m anagem ent plans.

Since 1976, increases o f  40 percent in the num ber o f  fishing vessels and 60 percent in the number o f  
fishermen em ployed in com mercial fisheries have yielded an increase o f  50 percent in catches. Such 
growth, largely attributable to higher levels o f  consum er demand, governm ent encouragem ent and 
assistance, and technological advances, has given U.S. fishermen continued incentive to further expand 
their capacity to fish. Capital invested in this expansion, however, has not yielded the anticipated 
returns. By 1993, 65 o f  a total 231 U.S. m arine fish stocks were classified as overfished with the 
livelihood o f the Nation's fishermen becom ing as threatened as the fish they seek. W ith loo many 
fishermen vying for too few fish, the U.S. com mercial fishing industry is becom ing as overcapitalized 
as the resource is overfished.

Scientists, m anagers, and industry experts have begun re-evaluating traditional m odels and techniques 
for m anaging fishery resources. Under closest scrutiny is the traditional open access approach to 
fishery resource use. Some critics insist that, in the absence o f  some effective form o f  property rights, 
m arine fish stocks will continue to diminish. A management regim e that addresses open access
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concerns appears warranted, as does an overall reduction in fishing capacity. N evertheless, significant 
questions rem ain. In particular, how and in w hat form should access be addressed? In what sector(s) 
and by what m eans ought reductions in capital invested in the com m ercial fishing industry occur? And, 
what is the role o f  the Federal G overnm ent in such proceedings? These questions and several others 
aw ait careful evaluation by scientists, conservationists, industry experts, and lawm akers alike, while 
the fates o f  fisherm en and the fish they depend upon hang in the balance.
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INTRODUCTION

Since the 1600s, the principle o f  freedom o f  the seas has dominated use o f  the oceans and their 
resources. (2) O perating within this open access system, the growth o f  com m ercial fishing has led to 
declines in fish stocks com pounded by excesses in capital investments. This grow th is largely 
uncontrolled by current m anagem ent system s and is fostered by continued enhancem ent o f  fishing 
methods as well as by governm ent encouragem ent and assistance.

In some regions o f  the world, declines o f  com m ercially im portant fish stocks have becom e so severe 
that the welfare o f  coastal communities and regions, as well as that o f  certain ethnic groups, has 
becom e threatened. Perhaps the most d* .ilic depletions o f  fish stocks have been in the western 
Atlantic, where com m ercially viable quantities o f  cod have all but vanished from  the fabled Grand 
Banks, triggering layoffs reportedly involving m ore than 30,000 people in the fishing com munities o f 
Eastern Canada. So serious have been the declines that in May 1994, in an unprecedented unilateral 
move, Canada granted itse lf authority to seize vessels found breaking fishery conservation rules within 
international waters o f  the Northwest A tlantic Fisheries Organization (NAFO) regulatory area, where 
conventional national m aritim e laws do not extend. Such action not only indicates the severity t 
depletion o f  the oceans' resources, but also the absence o f  an effective international fisheries 
m anagement system.
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M anagers o f  U.S. m arine fisheries are straggling to "reverse the overfishing trends, im prove econom ic 
perform ance, and strengthen the conservation o f  protected species," according to the National M arine 
Fisheries Service (N M FS). (3) The enactm ent o f  the Fishery Conservation and M anagem ent Act in 
1976 (4) reduced foreign overharvesting o f  marine fish in U.S. waters. But in som e areas, dom estic 
overfishing replaced the foreign problem . Increases o f  40 percent in the num ber o f  fishing vessels and 
60 percent in the num ber o f  fi sherm en em ployed in com mercial fisheries have resulted in a 50 percent 
increase in catch since 1976. (5) Such increases have been attributed to increases in consum er demand, 
governm ent encouragem ent and assistance, and technological advances. (6) Capital invested for this 
expansion, though, has not led to the anticipated returns. W ith too m any fisherm en vying for too few 
fish, the U.S. m arine industry has becom e as overcapitalized as it is overfished.

This report provides background describing the current situation faced by  fishery m anagers and 
policym akers. As such, this report provides a basic framework for considering possible am endm ents to 
the M FCM A and other legislation that could affect the health o f  the industry and the w elfare o f  the 
resource.

A GLOBAL DILEMMA

Only a generation ago, the supply o f  fish available from the world's oceans seem ed plentiful. W ith 
advances in fisherm en's ability to catch, preserve, transport, and sell products o f  ocean fishing, the 
wealth from ocean resources appeared vast. M illions o f  fish were hauled from the depths while fleets 
o f  trawlers and purse-seiners rapidly expanded and modernized. W orldwide com m ercial landings o f  
fish nearly quintupled from  1950 to 1989, from 20 m illion m etric tons to nearly 100 million. (7)

Rapid grow th continued until the Peruvian anchoveta fishery collapsed in the early 1970s. After that 
setback, w ith som e m inor fluctuations, harvests continued to grow through the 1970s. By the end o f  
that decade, com m ercial fishing fleets had becom e larger, while the abundance o f  m ajor stocks and the 
catch per unit o f  fishing effort declined. A ccording to the United N ations Food and Agriculture 
Organization (FAO), grow th o f  global fish harvests slowed by the latter ha lf o f  the 1970s. At the onset 
o f  the 1980s, com m ercial fishing fleets had becom e so large and efficient that fish abundance and 
average catch per day for m ajor stocks declined to a level that threatened stock reproduction and w as 
unprofitable w ithout subsidies. FAO estim ates that combined global com m ercial fishing fleets at that 
time cost taxpayers m ore than $50 billion annually in direct and indirect subsidies. During the 1980s. 
world fish harvest increased slowly, w ith a peak harvest o f  nearly 100 m illion tons in 1989.

In 1990, for the first tim e since FAO began conducting annual assessm ents, catch declined 
(approxim ately 3 percent), and w orld harvest fell below 97 million tons. Recently released FAO figures 
show stable world harvest for 1991 and 1992. (8) A lthough overall catch has rem ained constant in 
recent years, the increased landings o f  low-value species (e.g., anchoveta, ja ck  mackerel, and 
pilchards) used for fishmeal have m asked the decline o f  m ore com m ercially valuable species. Species 
w hose catches have been declining arc, for the most part, high-valued.

Concerned by  the apparent declines in world fisheries, the United N ations convened an international 
Conference on S traddling Fish Stocks and Highly M igratory Fish Stocks, with the first session in July
1993. The conference represented the First organized effort to regulate high-seas fishing since the 
United Nations Convention on the Law  o f  the Sea was opened for signature in 1982. Scientists, 
industry experts, and governm ent officials agreed upon evidence which linked overfishing and habitat 
destruction to declines in m arine fish populations. FAO reported that, in som e cases, heavily fished 
species w ere not only reaching com m ercial extinction, but w ere threatened w ith biological extinction. 
FAO asserted that the m axim um  sustainable yield for the world's fisheries had been surpassed, and
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show ed that 13 o f  the 17 m ajor global fisheries were depleted or in serious decline. (9)

FA O  officials at the 1993 U.N. Conference underscored the paradoxical econom ics o f  global 
overfishing by  releasing figures show ing that the cost o f  operating the world's fishing vessels in 1989 
w as $92 billion, w hile their catch was w orth only $72 billion. Admittedly, the accuracy o f  such figures 
rem ains uncertain, due to the difficulty o f  determ ining the size o f  the world's fleet; because there is no 
form al m ethodology by w hich to assess vessel "strength" (as a function o f  actual size and efficiency), 
an exact figure indicating the size o f  the world fleet and the m agnitude o f  its im pact does not exist.

The econom ic effect o f  overfishing and resultant higher consum er prices, in response to supply 
shortages, have led to shifts in both production and diet. The problem, as concluded by FAO officials, 
is w orldwide, w ith substantial im plications for the economic stability and future food production o f  the 
countries dependent on fishing. Because o f  rising costs and prices, more fish enter the commercial 
m arket, but are less available to low -incom e consumers and subsistence cultures. Once considered the 
poor person's protein, fish have becom e expensive -  even for consumers in industrial countries. In 
poorer countries, the export o f  seafood m ay help balance trade deficits, but it also may mean less food 
at home. This is especially a concern in those countries where diets lack protein and where traditionally 
fishermen have fed their fam ilies and supported their communities through the ages. In developing 
countries, where this diet pattern exists (the poorest two-thirds o f  the world's people), 40 percent o f  
dietary protein comes from fish. W orldw ide, fish and other marine products account for 16 percent o f  
anim al protein consum ption -- m ore than either pork or b eef — and 5.6 percent o f  total protein intake. 
(10)

I f  product dem and w ere stable and fish stocks underutilized, one would have expected the dram atic 
im provem ents in fishing technology over the last 40 years to reduce fish prices as supply increased. 
Y et, faced w ith increasing com petition for a declining resource, technological capitalization within the 
industry has not alleviated supply shortages. Thus, increasing demands by a growing population have 
raised prices. H owever, technological capitalization, to maintain com petitiveness in the face o f  
resource scarcity, has not been m atched by com parable increases in catch value, and subsidies have 
becom e necessaty. The availability o f  subsidies has fueled further capitalization as fishermen searched 
for som e com petitive advantage. T he U nited States has not been immune to this dilemma. As one o f  
the world's m ajor fishing nations, the U nited States claims one o f  the most heavily capitalized and 
industrialized fishing fleets in the world today.

THE U.S. DILEMMA

Since the early 1970s, fish products have becom e increasingly popular in the American diet. New 
item s, including fast-food and convenience products, have been widely promoted, health experts have 
testified to the nutritional benefits o f  fish, farm ers have found fish protein to be an excellent additive to 
livestock feeds, and im provem ents in food technology have allowed fish to be more widely distributed 
with better quality, all m aking seafood m ore appealing than ever before. Demand for seafood has 
provided substantial incentive for new entrants into the fishing industry.

U nder the prevailing open access regim e, many U.S. fishermen entered the industry through the 1970s 
and 1980s with the hope o f  substantial earnings from an apparently m assive resource. Demand was so 
great and incentives so high that increasing num bers o f  fishermen entered the industry with greater 
am ounts o f  capital invested in boats, instrum entation, and gear. As the num ber o f  fishermen increased, 
fish stocks began declining. Rather than prom oting sustainability, the U.S. Governm ent policy o f  open 
access appears to have encouraged expansion o f  the commercial industry by em phasizing short-term 
econom ic gains through com petitive fishing rather than longer-term econom ic sustainability through
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conservation o f  the fish stocks and o f  marine ecosystem s. A n accurate assessm ent o f  U .S. fishing fleet 
size is problematic. W hat is certain, however, is that increasingly effective and efficient fishing effort 
w as employed to harvest a lim ited, dynam ic resource. T he question, therefore, is not only how to 
determ ine where excess exists, but whether, and i f  so how , to reduce it to ensure the sustainability o f  
the resource as well as the short- and long-term econom ic w ell-being o f  those who harvest it.

D espite the increased capital input, fewer fish are now available to catch. By catching fish at rates 
above the capacity o f  natural stocks to replenish them selves through reproduction and growth, 
fisherm en depleted stocks long ago. Increasing num bers o f  U.S. fishermen are vying for few er fish, 
w hich results in sm aller catch per unit o f  harvesting effort. M ore and more fisherm en w ith 
technologically advanced instrum entation, gear, and boats fish less and less time to catch few er and 
few er fish. This has left the industry's infrastructure as overcapitalized as the ecosystem s are 
overfished.

T he cost o f supporting this system  m ust be paid by som eone. N ot surprisingly, dem and increases 
coupled with fewer fish and higher harvesting costs have led to h igher consum er prices. In som e 
segm ents o f the fishing industry, bargaining by harvester groups or associations has succeeded in 
passing along some costs to the processors, and ultim ately to the Am erican consumer. However, not all 
costs can be passed along, and thus profit m argins for harvesters and processors are also squeezed.

T he effect o f  overcapitalization cannot be m easured on a financial scale alone. The ultim ate effect 
bears most heavily on the health o f  fish populations and m arine ecosystems. U nder traditional fishery 
m anagem ent regimes, m anagers seek to conserve the resource by m aking it m ore costly, in terms o f  
effort, to harvest. This results in com petitive pressure am ong fisherm en to invest in im proved gear and 
boats to maintain their harvests as each tries to m ake a living; overfishing thus persists in the face o f  
regulation because o f  capital investm ents. The arguably ineffective regulations w hich govern fishing in 
U.S. waters have resulted in m any devastated stocks w ith substantial financial loss and disruption to 
the economy, including: the dem ise o f  the haddock, cod, and yellowtail flounder o ff  N ew  England; 
precipitous king m ackerel declines in the G u lf o f  M exico; and the destruction o f  the G eorges Bank 
herring fishery. Increased fishing pressure, pollution, and destruction o f  habitat in U.S. coastal and 
offshore waters contribute to stress on fish populations. O f  231 fish stocks in Federal w aters, 65 (28 
percent) are classified as overutilized -  that is, m ore fishing effort is expended than needed to harvest 
the potential yield -  and another 71 (31 percent) are classified as fully utilized; 68 stocks (29 percent) 
are classified as status unknown, w hile only 27 (12 percent) are classified as underutilized. (11)

Despite these conditions, som e industry experts continue support for the present U.S. m anagem ent 
regim e, arguing that m ost m arine fisheries resources w ith in  U.S. jurisdiction are in good shape and are 
being managed for sustained yield and full utilization. E ven in the N ew  England region, support for 
current management continues. (12) Figures from  previous years lend some credibility to this 
continued support. The 1993 N ew  England catch was 23.5 m illion pounds greater (4 percent increase) 
than it was in 1977, (13) w hile the value o f  the 1993 catch reportedly exceeded ihat o f  1977 by nearly 
$350 million (not adjusted for inflation). (]4 ) In addition, recent revitalization o f  striped bass along the 
A tlantic coast as well as o f  A laska salm on indicates that some U.S. fish stocks are well-m anaged.

N A T U R A L  A N D  A N T H R O P O G E N IC  E F F E C T S  O N  F IS H  P O P U L A  T IO N S

Increases in the am ount and/or intensity o f  fishing are no t solely responsible for stock declines. In 
evaluating fish populations, scientists examine anthropogenic effects as well as the effects o f  a host o f 
natural occurrences. Natural environmental changes m ay affect biological productivity (i.e., survival, 
grow th, mortality) o f  a fishery resource in a largely unpredictable fashion, yielding wide fluctuations in
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annual production. N atural fluctuations in w ater tem perature and salinity, for instance, can significantly 
affect populations o f  small pelagic species, such as sardines, anchovies, pilchard, and capelin. (]5 )

Equally important, and at times surpassing the effects o f  natural variation, are the effects o f  human 
activities. Such factors include the destruction o f  coastal spawning habitats, certain fishing practices 
that kill vast, num bers o f  im mature fish and "non-target" species, impoundments along m igratory 
routes, harmful land use practices, pollution and sedim entation, and continually increasing fishing 
pressure.

A cting alone, natural and human factors can greatly alter the numbers o f  fish. Acting together, the 
effects can be devastating. During the early 1970s for instance, the Peruvian anchovy stock 
experienced a m assive decline. Ocean temperature and salinity changes, caused by an El Nino, coupled 
w ith overfishing reduced the stock nearly to extinction. M ore recently, a 1993 El Nino moved warm, 
less fertile w aters north to Southeast Alaska, extending the range o f  several Pacific species. Tuna, 
sunfish, and, m ost im portantly, mackerel have been reported far outside their nonnal ranges, as far 
north as the Q ueen Charlotte Islands; mackerel w ere observed feeding heavily upon herring and 
juven ile  salmon. As a result, both herring and salmon recruitm ent (J6) figures have dropped and are 
predicted to continue dropping through 1996. (17) Fishery managers predict that the recent El Nino will 
have substantial residual effects upon salmon through at least 1997. Habitat degradation has worsened 
m atters, attributable in part to policies allowing or encouraging development in environmentally 
sensitive areas, including hydroelectric dam s and other barriers to migration, logging, and water 
w ithdraw als for irrigation as well as municipal and industrial use. Fisheries managers face a daunting 
task in distinguishing betw een natural fluctuations in growth and recruitment in fish populations and 
adverse trends caused by fishing mortality and other hum an activities.

OVERCAPITALIZATION: A WORKING DEFINITION

From  within lecture halls and from aboard the decks o f  fishing boats alike, one word has been used to 
describe the condition o f  the U.S. fishing industry -overcapitalization. Because the state o f  U.S. 
fisheries has far-reaching influence upon the livelihood o f  m any individuals and the well-being o f  a 
host o f  businesses and com munities, overcapitalization m erits a widely acceptable definition. However, 
agreem ent has been ham pered by the many disciplines and interests involved -  economists, biologists, 
harvesters, conservationists, and others — and the lack o f  a com mon language by which to discuss and 
define the term. D iscrepancies in semantics, as well as conflicting interests and values, has led 
inevitably to inconsistencies in and confusion over the term  "overcapitalization."

Som e argue that overcapitalization is a term  that may be applied to any industry where excessive 
capital investment exists. M any fisheries m anaged under open access have excess capital invested 
com pared to that required to harvest the available resource efficiently, much more capital than is 
necessary. (18) Thus, in a purely static sense, overcapitalization explicitly refers to the existence o f  
m ore capital applied in an industry than is necessary for the m ost efficient operation.

The fishing industry is not static, however. In reality, optim um  fleet size to harvest the resource may 
necessitate certain "inefficiencies," such as the capacity o f  A laska fishermen to adjust to wide 
fluctuations in anticipated salmon runs or the ability o f  m arginal fishermen to shift among various 
seasonal fisheries. (19) T i.c appropriate level o f  capital depends on a num ber o f  highly variable and 
unpredictable factors — natural oceanic and atmospheric conditions that significantly affect the 
num bers o f  fish available and can fluctuate substantially betw een seasons. Consequently, current 
population assessm ents as well as future predictions arc often problematic; they often are insufficient to 
craft effective managem ent regimes and sound harvesting plans. W ithout accurate population data, it is
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difficult to assess industry  efficiency at any given time and, therefore, to determ ine the extent o f  
overcapitalization. C om paring the total am ount o f  capital invested in gear, instrum entation, boats, and 
labor to total harvests oversim plifies a com plex and highly intricate industry. Conversely, identifying 
where excess capital exists is also problem atic because no m ethodology currently exists to m easure 
individual com ponents o f  the industry.

A t least four interrelated forces contribute to overcapitalization: (20)

(1) Open access m otivates fishermen to invest excessively in capital and labor to com pete in the "rush 
for fish." The latest and best technological equipm ent and m achinery are seen as necessary to m aintain 
a competitive edge w ith in  the fishery. In addition, fisherm en want to be in the best com petitive position 
to take advantage o f  the appearance o f  a dom inant year class within the fishery.

(2) Tax incentives (depreciation and operating costs) are given to owners regardless o f  how  much 
fishing is done.

(3) Government assistance program s lower the cost o f  capital and allow uneconom ic investments to be 
profitable.

(4) Fishennen anticipate that Federal, State or regional public bodies will eventually im pose som e sort 
o f  access controls. Such anticipation m ay m otivate som e individuals to enter the industry prem aturely. 
Others may be deterred from  leaving ailing fisheries and m oving into more profitable new  fisheries for 
fear o f  being denied significant quota shares if  access control is adopted for their traditional fishery.
(21)

With declines in fish populations, the phrase "too many fisherm en chasing too few fish" has becom e a 
cliche. Stock depletion w ithin the New England, G ulf Coast, and Pacific N orthw est fisheries, m atched 
by declines in profit, attests its accuracy. Y et, it is not ju s t the num ber o f  fisherm en w hich counts, but 
also the size o f  their nets, the num ber o f  their hooks, the sophistication o f  their electronics, and the 
girth o f  their boats -- in short, their capacity to fish. (22) Again, the extent to w hich excess capacity 
resides in the am ount o f  capital invested in gear, instrum entation, and boats, o r in the am ount o f  labor, 
rem ains unclear. I f  the  U nited States wishes to control overfishing, it will need to consider the problem  
o f  excess capacity in parts o f  the commercial fishing industry. The nature o f  an open access system, 
combined with a highly  com petitive industry, have limited the effectiveness o f  traditional control and 
m anagem ent efforts. And subsequent to controlling access, further major questions w ill likely focus on 
how  to m ove from lim ited  access to controlled effort.

OPEN ACCESS AND THE ’’TRAGEDY OF THE COMMONS"

The number and variability o f  antliropogenic and natural factors influencing fish populations presents 
scientists and m anagers w ith the unenviable task o f  devising managem ent regim es to ensure proper use 
o f  fishery resources. Open access into the fishing industry, for the most part, has rendered effective 
m anagement regim es difficult to devise and nearly im possible to enforce. Federal m anagem ent o f  the 
U.S. commercial fishing industry, directed by NM FS under the authority o f  the M FCM A, has generally 
not sustained fishing yields. (23) A central factor in the inability to manage fish stocks effectively has 
been open access and the ineffective allocation o f  fishing rights w ithin dom estic fisheries. This raises 
several questions. Forem ost is: why are U.S. com m ercial fisheries dominated by open access regim es? 
Further, what alternative m anagem ent regimes exist? Finally, i f  such alternative m anagem ent systems 
do exist, what role m ight the Federal Governm ent play in their acceptance, im plem entation, and 
enforcement?
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Substantial literature, both popular and scientific, exists on open access to public resources. Two 
com m on perspectives are similar, but distinct. O ne was initially articulated in 1968 by G arrett Hardin 
in his work on the "tragedy o f  the com mons." (24) According to this perspective, natural resources held 
in "common" are doomed to overexploitation. Users o f  these com mon resources do not have exclusive 
rights, and cannot prevent others from sharing in their exploitation. (25) From  this perspective, such 
natural resources are inevitably overexploited because each user places self-interest above community 
interests. Individual users com pete w ith each other to gain a larger share o f  the total, and it is unlikely 
that individuals would willingly restrain their efforts, because anything left will certainly be  taken by 
others.

It is argued that overutilization and overcapitalization result because individual users o f  the common 
resource do not bear all the costs. (26) A lthough fishermen invest in boats, gear, and instrum entation, 
they do not invest in the preservation and m aintenance o f  the resource because they cannot be assured 
o f  reaping the rew ards o f  that investment. Each fisherm an, operating individually, seeks to maximize 
profits. Because there are no costs o f  resource protection or depletion, profits are "excessive" and 
attract additional fishermen. The added num ber o f  fishermen, then, results in an excessive am ount o f  
labor and capital applied to the industry. With the total harvestable resources being shared by more and 
m ore individuals, total costs rise and profits fall until total revenues equal total expenses (excluding the 
cost o f  depletion), profits disappear, and the resource is depleted.

A  second perspective on open access fishing criticizes Hardin's model as m aking too m any 
assumptions about the resource and about the selfishness o f  fishermen. Hardin's m odel equates 
com m on property with open access m anagem ent. Others, however, distinguish betw een these terms. 
U nder open access, anyone can use the resource. A  com m on property resource, on the o ther hand, is 
owned collectively, either by society at large or by a specific com m unity, and therefore is subject to the 
collective interest. Access to com m on property can be restricted, and case studies show  that many users 
can and Jo  cooperate to protect com m on property resources. (27) Com m unities that depend on 
com m on resources have occasionally im plem ented arrangem ents to m anage thosp ^sources, with 
varying degrees o f  success. (28)

This second approach postulates that open access to a resource does not necessarily leM  to 
overexploitation, and that sustainable resource managem ent is not inherently associated w ith any 
particular property rights regime. It holds that the argument that self-destruction is inevitable, unless 
com mon property is converted into private property or strictly regulated, s’ uld be evaluated critically. 
Clearly, historical accounts o f  well-m anaged communal properties m ust i viewed w ithin their social 
and economic contexts. In a late 20th Century world, locally cooperating participants m ight be unable 
to regulate use o f  common fisheries, because the dilem m a is global. T he econom ic interdependence 
and pressures o f  the global market, com bined w ith perceived declines in the ability o f  social pressure to 
m odify individual behaviors, are o f  a scale and nature unknow n in the 18th and 19th Centuries. (29) 
Thus, a key continuing question is w hether and how  fisherm en can develop voluntary, local 
cooperation in an industry where m arket pressures are increasingly global.

TRADITIONAL CONTROLS

M ost U.S. fisheries operate under open access conditions for U.S. citizens. Currently only 5 o f  43 
fishery management plans, prepared under the authority o f  the MFCMA. control access to fishery 
resources. In open access marine fisheries, only managem ent jurisdiction over fish is claim ed; rights to 
the resource (in the "property" sense) do not exist until the m om ent o f  harvest, and are neither 
transferable nor enforceable until the fish are on the deck o f  the fishing vessel. (30) Present markets are 
not efficient in allocating the resources used to harvest fish, and intense com petition in open access
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fisheries often leads to overcapitalization in the fishery, excessive fishing effort, and overfishing; i.e., 
too m any fisherm en harvesting too few fish. In the G u lf o f  M exico shrimp fishery, for example, the 
fishing fleet is allegedly three times the size necessary to harvest the present catch. (31)

The traditional approach to solving the problem  o f  overexploitation has been to adopt fishery 
m anagem ent regulations to treat the sym ptom s. Fishery managers have tried to reduce excessive 
fishing pressure through four types o f  program s designed to restrict the activities (32) o f  current 
participants: (1) establishing seasons in which particular species may be harvested, to lim it who. 
participants can fish; (2) closing areas, to lim it where they can fish; (3) restricting gear, to lim it how 
they can fish; and (4) m andating total allow able catches (total quotas), to limit fish harvest. (33)

Governments often deal with the problem  o f  overfishing first by limiting the overall catch o f  certain 
fish in their jurisdictions. Theoretically, such a lim it (often referred to as total allowable catch or TAC) 
wilt provide for future catches by leaving enough m ature fish to reproduce and replenish the natural 
stock. Yet, the incentives for com petition created by imposing such limits can lead to other problems. 
K nowing that the season, will end as soon as the harvest quota has been reached, fishermen often race 
to catch as m any fish as possible. T he result can be a hectic "fishing derby" that results in wasted fish, 
poor product quality, high processing and storage costs, loss o f  vessels, and frequent injury or 
occasional death o f  fishermen. For exam ple, on Septem ber 12, 1994, the North Pacific halibut fishery 
opened to harvest an 18-million pound quota; by September 15, the U.S. Coast Guard reported one 
halibut fisherm an dead and fifteen rescued after vessels sank or took on w ater in foul weather during 
the 48-hour "derby."

Such highly com petitive harvests in. an overcapitalized fishery m ay also dump more fresh product on 
the m arket than can be handled. Prices paid to the fishermen are forced lower by large landings. After 
the season closes, prices increase since no new  product is being harvested. The fisherman m ust accept 
the low er price offered since catch quality deteriorates despite investments in refrigeration. I f  a 
fisherman hesitates to fish, others w ill quickly harvest the resource until filled quotas end the fishery. A 
recent article portrayed the reality o f  harvest quotas w ithin the New  England lobster fishery: fishermen 
reached quotas w ithin two weeks o f  an anticipated month-long M assachusetts State lobster season; 
because quality deteriorates with storage, m ost product was immediately marketed; after a short period 
o f  lower prices, supply dim inished and prices rose. (34)

In m any ways, traditional fisheries m anagem ent m ay be viewed as a constant battle between 
government m anagem ent and private industry. For example, if  m anagem ent w ere to reduce season 
length by ore-th ird , fishermen would likely increase effort during the shorter open season. In the short 
tenn, fishennen m ay not be able to respond quickly and harvests m ight temporarily fall, yet over time, 
they can build bigger boats equipped w ith m ore sophisticated gear and instrumentation. Because such 
com petitive vessels are m ore expensive, they therefore increase the cost per unit o f  product harvested. 
(35) And, to the extent that the short-run reduction in effort is successful in increasing the size o f  the 
stock, each fisherman may justify  the additional expenses by the anticipated increase in harvest. This is 
what some analysts refer to as a "social trap" — what appears to be good for each individual is self- 
defeating when all individuals act sim ilarly. The increase in the effectiveness o f  the fleet can send fish 
stocks into further decline. The m anagers then need to reduce seasons further to restrict harvesting, 
thus perpetuating this expensive and destructive phenomenon. In this case, any biological gains are 
lost, and the capacity and costs o f the fleet are higher than before. In addition, vessels may sit idle for 
increasingly long periods (or move to other fisheries).

Sim ilar events m ay unfold with closed areas or gear restrictions. I f  managers restrict the use o f  one 
gear to the extent that it helps stocks increase, fishennen will have incentive to increase the use or 
sophistication o f  other non-restricted gear. Closed areas, closed seasons, and restricted gear plans
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appear to all suffer the same potential w eakness — they m ay not be effective under open access in 
reducing long-term  fishing mortality. At the sam e time, they encourage fishennen to fish in ways that 
result in higher harvest costs than would otherw ise be the case. Total quotas can be effective 
biologically, to the extent that they can be enforced. However, they also encourage excess investment 
in the fishing fleet and hence higher costs because each fisherm an m ust be com petitive to take as much 
o f  the quota as possible before the fishery closes.

A  m anagem ent regim e which insures that society makes reasoned use o f  com m unal fish stocks and the 
inputs used to harvest and process them has proven elusive. There is w idespread agreem ent that 
reasoned use can not be achieved under com plete open access. W hile quota m anagem ent measures 
have proven successful in som e cases, the frequency w ith w hich overfishing occurs indicates they are 
not universally successful. Total, vessel, or trip quotas: gear restrictions, lim itations, or prohibitions; 
and controls on total effort through m oratoria, lim ited entry program s, or gear efficiency regulations 
have all been proposed to prevent overfishing.

A s stocks recover due to well-enforced total quota regulation, catch per unit effort (CPUE) increases, 
leading to increased profits for individual fishermen. These profits create incentives for others to enter 
the fishery and for existing fisherm en to expand their fishing power. The result is shorter fishing 
seasons and/or m ore com plex m anagem ent regulations. For exam ple, the G u lf o f  M exico shrimp and 
the South A tlantic and G u lf o f  M exico coastal m igratory pelagic fishery managem ent plans have each 
been amended six  tim es and the South A tlantic snapper-grouper m anagem ent plan has four 
am endm en‘3. A rguably, the social costs o f  this m anagem ent approach are the inefficient use o f  capital 
and labor in the harvesting and processing sectors that could have been used m ore productively in other 
sectors o f the econom y. W hile harvest levels increase under this managem ent philosophy, harvesting 
costs increase as new  fishennen enter the fishery and existing fishennen expand the fishing pow er o f  
their vessels, w hile other sectors o f  the econom y are denied the use o f  investm ent capital.

FEDERAL STATUTES AFFECTING FINANCIAL ASPECTS OF THE U.S. 
COMMERCIAL FISHING INDUSTRY

If, as is generally accepted, overcapitalization prevails w ithin the U.S. com mercial fishing industry, and 
i f  Federal action is deem ed necessary, existing laws m ay need to be reviewed and provisions m ay need 
to be amended. A host o f  Federal statutory provisions affect the m arine fishing industry. (36) For 
exam ple, some laws relate to various financial opportunities w ithin the industry, others are concerned 
with regulation, still others deal with financial assistance and loan opportunities, and som e involve 
applicable tax provisions.

A  review o f  these laws suggests that m any may affect the financial w ell-being o f  the fishing industry. 
Scattered throughout the U.S. Code, adm inistrative authority resides in numerous agencies within the 
Departm ents o f  Agriculture, Commerce, the Interior, Labor, and State, as well as w ithin independent 
agencies, such as the Federal M aritime Com m ission and Small Business Administration, to nam e but a 
few. The subject m atter o f  these statutes ranges from laws designed to protect fish, those created to 
protect fishermen and their vessels, those to regulate com m erce and/or to protect consumers, and those 
to  provide financial aid for both under- and unem ployed fishennen. Despite their variety, each statute 
influences the allotm ent and managem ent o f  capital. Only a careful, detailed study could determine in 
w hat way, if  any, they have individually or collectively contributed to excess capital w ithin the 
industry. Those laws which provide "direct financial assistance" (especially for vessels and gear) 
including tax incentives and access to "preferential loan rates," can significantly alter the level o f  
capital investment in the fishing industry. Finally, agency regulations, Federal statutes, treaties and 
conventions, judicial decisions, and State laws also influence the economic structure o f  the industry
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and would need to be factored into such an assessm ent o f  the econom ic relationship between earnings 
and capital invested.

N M FS's fisheries financial services program s have provided long-term  fisheries credit for more than 
tw o decades. N M FS becam e concerned about fisheries overcapitalization in the late 1970s, and began 
restricting its fisheries credit accordingly. Through its conditional fisheries rule, NM FS made financing 
unavailable for new  vessel construction in fisheries where additional vessel capitalization was 
unwarranted. N orth A tlantic groundfish, for example, was declared a conditional fishery as early as 
1979. O ther conditional fisheries soon followed: Alaskan salmon, A laskan king crab, Pacific 
N orthw est and C alifornia salmon, yellow fin tuna in the Inter-Am erican Tropical Tuna Commission 
regulatory area, lobster in the G u lf o f  M aine, and Atlantic su rf clam s. Further credit restriction 
occurred in 1992, w hen NM FS m ade financing unavailable for the construction, purchase, or 
reconditioning o f  fishing vessels under its Fisheries Obligation G uarantee Program.

THE ROLE OF GOVERNMENT IN RESOURCE MANAGEMENT

T he U.S. econom ic system  generally relies on transactions between producers and consumers in free 
markets to determ ine the outputs o f  goods and services. Prices established within this private exchange 
system are the basis for allocating land, labor, and capital among producers, and goods and services 
am ong consumers.

Tw o classical m arket failures are often used to justify  government intervention in private markets. The 
first occurs when a private exchange affects third parties (those not involved in the exchange), and 
those effects are not taken into account in the exchange. These effects are external to the exchange, and 
are known as externalities. For exam ple, com m ercial fishing is an exchange between fishery 
"owners" (i.e., the com m unity in open access fisheries) and fish harvesters, but the harvest can affect 
other people by altering fish habitats, anim al populations (o f both target and nontarget species), and 
other resource conditions. An externality o f  particular concern in resource management is the im pact 
on future generations — potential future shortages from current overuse or m isuse o f  productive assets, 
leading to their destruction. Externalities are m arket failures, because the e: changes ignore some costs 
(or benefits) im posed on society, and thus m ay result in more (or less) production than is socially 
desirable.

The second classical m arket failure occurs when a good or service can be used or enjoyed 
sim ultaneously by several people, and the ow ner or producer has difficulty controlling (and therefore 
charging for) its use or enjoyment. Such goods and services are called public goods. Often, public 
goods include resources that exist over spacious areas and/or that are m obile. Commercial fisheries fit 
this description, since fish are m obile and fishing grounds can cover vast areas, both o f  which may 
prevent effective control on access. In addition, nonuse values -- good feelings resulting from the 
existence o f  the goods o r services (e.g., natural wonders and endangered species) or from the desire to 
leave them  as a legacy for the future -  contribute to the "public-ness" o f  some goods and services; it is 
im possible to prevent people from having those good feelings, i f  the values exist, and thus it is 
im possible to make those people pay for their good feelings. Private transactions in public goods result 
in m arket failures, because the possibility o f  simultaneous use and the difficulty o f  controlling access 
make profitable private exchange ineffective, and thus, fewer public goods would probably be provided 
by private m arkets than are socially desirable.

As much as a century ago, many foresaw  socially undesirable consequences, particularly possible 
resource shortages, from allowing m arket-based allocations o f  natural resources. A lthough market 
failures w ere not cited as the justification, Congress and the President used government ownership to
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protect certain lands and resources from  the problem s o f  m arket failures w ith private ownership, 
beginning with the establishm ent o f  Y ellow stone National Park in 1872. States, rather than the Federal 
G overnm ent, have traditionally exercised direct control over m ost animal and w ater resources, 
although the Federal G overnm ent often heavily  influences the managem ent o f  these resources. Federal 
control and responsibility over fisheries in offshore U.S. waters were established by the MFCMA in 
1976. Such control is sim ilar to ownership, bu t differs because owners are able to extract rents from 
users; the M FCM A currently prohibits the Federal Governm ent from charging a market fee for 
com m ercial fishing in U.S. waters.

In the past 30 years, governm ent regulation o f  private activities has becom e a standard technique o f 
m arket intervention for protecting the envirom nent (as opposed to government ownership). In such 
situations, governm ents (usually Federal or State) specify perm issible and/or prohibited activities or 
results for a particular resource or condition (e.g., w ater quality effluent standards for discharges into 
navigable waters). Federal control over com mercial fishing in U.S. waters is more sim ilar to regulation 
than to ownership, because the control m echanism s used parallel the regulatory approaches used for 
envirom nental protection.

Finally, the Federal G overnm ent has long used an array o f  incentives and assistance to induce private 
resource owners to behave in socially desirable ways. Assistance can be technical or financial (or 
both), and is often m ade available in conjunction with State programs. Tax incentives are also used to 
m ake it profitable for the private sector to alter behavior. However, as described above, m any 
assistance and incentive program s w ere created without regard to their im pact on natural resources, and 
m ay dam age, rather than protect, the resources.

O PT IO N S F O R  C O N G R E SS (37)

Options available to Congress, should it choose to deal w ith overcapitalization in the commercial 
fishing industry, can address the causes o f  overcapitalization outlined on page 8. In addition, several 
options address the need for obtaining additional data to better characterize existing problem s. Such 
options attem pt to balance sustainability and a concern for private property rights o f  fishermen, while 
em bodying a sense o f  the public trust in fisheries resources.

N ecessary  D ata

M ore and better econom ic data are needed to determ ine w hat is happening within the U.S. commercial 
fishing industry. M anagers need to quantify w hat they subjectively know to be a problem. Fishery 
m anagers, in m any cases, lack adequate inform ation on the num ber o f  commercial fishing vessels, 
m uch less on their value, fishing capacity, estim ated operating costs, and other features. Some have 
suggested that a national registry o f  all fishing vessels should be developed. In addition, standardized 
w ays for better m easuring or estimating, in a com parable manner, the amount o f  capital invested in 
diverse fisheries as w ell as fishing effort regardless o f  gear and vessel configurations would assist in 
cross-fishery analyses.

C om petitive O pen A ccess

Com petitive open access fishing makes it difficult for biologists to manage for sustainable fish stocks, 
m ay affect the efficiency o f  invested capital, and has often provided minimal profits for many 
fisherm en. Thus, som e have suggested that controlled access (limited entry) regimes for fisheries be 
m ore extensively im plem ented. These m ight include, where appropriate, the use o f  management tools 
such as license lim itation, individual fishing quotas, individual transferrable quotas, or other measures.
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Consolidation o f  fishing fleet size has been achieved by limited access in several U.S. fisheries 
m anaged under the authority o f  the M FCM A. (38) Controlled access could be facilitated through 
further amendment o f  the M FCM A  and other applicable law to encourage more developm ent o f  
regionally appropriate and acceptable limited access m anagem ent programs. However, it rem ains 
difficult to m easure the im pact that any limited access program  m ight have on fishery capitalization 
levels. Certainly, capitalization levels do decline as vessels retire from  a fishery, and m oney previously 
spent for insurance, m aintenance, depreciation, and interest expenses can be put to m ore productive use 
elsewhere. However, lim ited access would not be expected to solve the problem o f overcapitalization 
w ithout concurrent o r subsequent control and reduction o f  fishing effort.

Short o f  im plem enting lim ited access program s, fishery m anagers could be required to review  fishery 
regulations that manage fisheries by im posing harvesting inefficiencies (e.g., gear restrictions, area and 
season closures, vessel size or pow er restrictions) on fishermen. M any observers content that such 
regulations force fisherm en to invest excessively to m aintain their competitiveness, w hile draining the 
fishery o f its profit potential. Som e suggest such m easures also encourage illegal activity. An 
alternative approach m ight be to require that fishery m anagem ent plans and am endments, developed 
under the authority o f  the M FCM A , be review ed to avoid or m inim ize unnecessary com petition w ithin 
each fishery.

A lthough some suggest that another possible option would be an orderly transition to corporate 
m anagem ent through privatization o f  the fisheries resource, this is not currently a possibility under 
international law, w hich gives the coastal state the right to manage and exploit these resources to 200 
m iles but does not incorporate the concept o f  ownership. Accordingly, the United States has never 
claimed ownership o f  the resource, but only extended m anagem ent jurisdiction over fisheries in the 
200-m ile Exclusive Econom ic Zone. Such an approach, were it possible to create vested property rights 
to the fisheries resource, m ight be seen as a step beyond limited access management, where only the 
right to fish may be conveyed to fishennen.

O ther possible alternatives include cooperative m anagem ent at a m ore local level under the present 
Regional Councils. Entities w hich are locally based could be m ore responsive to local situations, bu t 
add more bureaucracy to already cum bersom e m anagem ent o f  m arine fisheries. Such entities could 
m anage both entry and effort in local fisheries. However, m any fisheries are sufficiently large that 
benefits o f  such an approach m ay be minimal or contrary to sound biological managem ent o ff ish  
stocks.

Tax Incentives

T he impact o f  Federal and State tax incentives, including governm ent loan programs, vessel 
depreciation schedules, and non-road fuel tax rebates, applicable to the U.S. commercial fishing 
industry has not been w ell quantified. A lthough the broad scope and m agnitude o f  m any o f  these 
provisions should be calculable, their differential effect on various fisheries has not been evaluated. 
Such information would be necessaiy to m ake sound decisions concerning the effects o f  any 
m odifications on the flow  o f capital into or out o f  some or all segm ents o f  the U.S. com m ercial fishing 
industry.

Other Government Programs

It would similarly be useful to have a com prehensive study quantifying the impacts o f  other forms o f  
direct and indirect Federal and State assistance provided to the U.S. commercial fishing industry. H ow  
much money has flowed to the com mercial fishing industry from the various government program s
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over what time period? As above, such inform ation would assist in making decisions concerning the 
effects o f  m odifying inducements to capital flow into or out o f  som e or all segments o f  the industry.

Som e have suggested that Federal user fees o r royalties could recover m anagem ent costs and even 
reasonable econom ic rent from users o f  publicly owned resources; such returns are said to represent an 
equitable return to the public treasury. One m eans to accomplish this, some suggest, is that fishing 
rights be purchased from the Federal G overnm ent, rather than, granted through political or 
administrative decisions — e.g., the United States m ight establish a com petitive bidding procedure 
sim ilar to how offshore m ineral resources are allocated. An im portant aspect o f  any fee or tax program 
is that such m easures should, if  possible, be im posed only when im plem entation o f the new 
management program s begin. This is so that one does not change the assumptions on which 
investments have already been made in the com mercial fishery. M ore realistic would be detenuining 
how to impose fees or taxes in a manner which minimizes effects on existing investm ent in the fishery 
(except when the explicit purpose is to reduce existing investment).

Lim ited A ccess A nticipation

Piecemeal im plem entation o f  limited access program s can easily displace fishing effort from one 
overcapitalized fishery to create new problem s in other areas and fisheries. Thus, some argue that 
commercial fish harvesting should be coordinated among State, Federal, and international jurisdictions 
such that an entire fishery or group o f  related species can be m anaged throughout its range by a 
cooperative m anagem ent regime. Similarly, som e suggest the need to im pose constraints on new 
entrants to any U.S. com mercial fishery or som e other schem e to prevent a "domino effect" from 
shifting overcapitalization from one overdeveloped fishery to adjacent areas o r fisheries.

An alternative to a m oratorium on new  entrants to all fisheries m ight involve facilitation o f  m ovem ent 
o f  capital out o f  overcapitalized fisheries by enhancing the "transferability" o f  money and capital 
investm ent am ong different fisheries and/or out o f  the fishing industry entirely. One such approach 
might involve the creation o f  a fishing vessel and gear "bank" as a holding institution responsible for 
purchasing excess fishing vessels and gear and reallocating or selling purchased items such that new or 
additional fisheries problem s would not be created; coordinated national licensing o f  fishing vessels anc 
gear m ight be necessary to make such a bank feasible. M ajor concerns with such an approach would 
include how to facilitate the market to accom plish this task with minimal Federal intervention, and how  
such a venture m ight be funded. One option for funding m ight be to amend the Saltonstall-Kennedy Aci 
o f  1954 to fund efforts to remove vessels from the domestic fishery, rather than its current purpose o f  
encouraging further development.
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Inc., Swarthmore, PA, N ovem ber 16, 1994.)

22. "Capacity" is a concept that can be defined and measured in several different ways. Because o f  the 
w ay in which fisheries operate, it is extrem ely difficult to define with precision or in a purely static 
sense. N evertheless, it is possible to derive som e operational definitions on a "threshold" basis that 
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STATUTES GOVERNING BUY-BACK PROGRAMS FOR CFEC

Article 04. REDUCTION TO OPTIMUM  NUMBER OF ENTRY PERM ITS 

Sec. 16.43.290. Optimum number o f  entry permits.

Following the issuance o f  entry permits under AS 16.43.270, the commission shall 
establish the optimum number o f entry perm its for each fishery based upon a reasonable 
balance o f  the following general standards:

(1) the number o f  entry permits sufficient to maintain an econom ically healthy fishery 
that will result in a reasonable average rate o f  economic return to the fishermen 
participating in that fishery, considering time fished and necessary investments in vessels 
and gear;

(2) the number o f  entry pem iits necessary to harvest the allowable commercial take o f  
the fishery resource during all years in an orderly, efficient manner, and consistent with 
sound fishery management techniques;

(3) the number o f  entry permits sufficient to avoid serious economic hardship to those 
currently engaged in the fishery, considering other economic opportunities reasonably 
available to them.

Sec. 16.43.300. Revisions o f  optimum num ber o f  entry permits.

(a) The commission may increase or decrease the optimum num ber o f  entry permits for 
a fishery when one or m ore o f  the following conditions makes a change desirable 
considering the purposes o f  this chapter:

(1) an established long-term change in the biological condition o f  the fishery has 
occurred that substantially alters the optimum number o f  entry perm its permissible 
applying the standards set out in AS 16.43.290;

(2) an established long-term change in market conditions has occurred, directly 
affecting the fishery, that substantially alters the optimum number o f  entry permits 
permissible under the standards set out in AS 16.43.290.

(b) I f  the commission decreases the optimum number o f  entry pem iits for a fishery, the 
num ber o f  entry permits may be reduced only under the voluntary buy-back provisions 
set out in AS 16.43.310 and 16.43.320.



Sec. 16.43.310. Establishment o f  buy-back funds and permit buy-back assessments.

(a) When the optimum number o f  entry permits is less than the num ber o f  entry 
permits outstanding in a fishery, the commission may establish a buy-back program, a 
buy-back plan, and a buy-back fund for that fishery.

(b) The commission may establish by regulation a permit buy-back assessm ent for 
each fishery for which the commission has established a buy-back fund under (a) o f  this 
section. The amount o f  the assessment m ay not exceed seven percent o f  the value, as 
defined in AS 43.75.290, o f  fish that a peim it holder in the fishery subject to the 
assessment removes from the state or transfers to a buyer in the state. The D epartm ent o f 
Revenue shall collect an assessment established under this subsection.

(c) The commission shall expend money appropriated to a buy-back fund for the 
purpose o f reducing the num ber o f  entry permits in the fishery to the optimum number, at 
a rate to be established by the commission. The legislature m ay appropriate interest 
accrued on the money in a buy-back fund to that fund. Except as provided in AS
16.43.320, money appropriated to a buy-back fund does not lapse.

Sec. 16.43.320. Administration o f  the buy-back program.

The commission shall adopt regulations providing for the purchase o f  transferable entry 
permits with money in the buy-back fund for each fishery. The buy-back program for a 
fishery shall terminate when the number o f  entry permits for the fishery is reduced to the 
optimum. The unexpended balance o f appropriations made to a buy-back fund for a 
fishery shall lapse back into the fund from which the money was appropriated at the end 
o f  the fiscal year in which the buy-back program is terminated.
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IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - SECOND SESSION

BY SENATOR BEN STEVENS BY REQUEST OF THE.JOINT LEGISLATIVE SALMON INDUSTRY 
TASK FORCE

Introduced: 2/11/04
Referred: Labor and Commerce, Finance

SENATE BILL NO. 315

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to the administration of commercial fishing entry permit buy-back 

programs."

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

* Section 1. AS 16.43.320 is amended to read:

Sec. 16.43.320. Administration of the buy-back program. The commission 

shall adopt regulations providing for the purchase of transferable entry permits with 

money in the buy-back fund for each fishery. The commission shall cease purchases 

of entry permits in a fishery when the number of entry permits in the fishery has 

been reduced to the optimum number. The commission shall terminate a buy­

back assessment established for a fishery under AS 16.43.310(b) when the 

commission determines that the amount of revenue collected through the 

assessment is sufficient to purchase the number of entry permits necessary to 

achieve the optimum number of entry permits in the Fishery and to offset the 

reasonable costs of the huv-hack program for the fishery, including repayment of

SH0315A -I- SB 315
New  T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]



anv debt the commission was authorized to incur to capitalize the buy-back fund

23-LS1412\D

for the fishery [THE BUY-BACK PROGRAM FOR A FISHERY SHALL 

TERMINATE WHEN THE NUMBER OF ENTRY PERMITS FOR THE FISHERY 

IS REDUCED TO THE OPTIMUM]. The unexpended balance o f appropriations 

made to a buy-back fund for a fishery shall lapse back into the fund from which the 

money was appropriated at the end o f the fiscal year in which the buy-back program is 

terminated.

315 -2-
New Text Underlined [DELETED TEXT BRACKETED]
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S l t a s f c a  S t a t e  L e g i s l a t u r e

Senator 
Ben Stevens 

716 W est 4™ Avenue 
Anchorage, AK 
99501-2133 
(907) 269-0200 

Fax (907) 269-0204

Session;
St a t e  C a p it o l  

J u neau , A K  
99801-1182 
(907) 465-4993 

Fax (907) 465-3872

Senate District N

B I L L  A N A L Y S I S

S e n a t e  B i l l  3 1 5

“ An Act relating to  the adm inistration o f com m ercial fish ing  entry perm it buy-back 
program s.’5

Bill T itle: Entry P erm it B uyback  P ro g ram

S p o n so r: S e n a to r  B en S te v e n s , by R e q u e s t o f th e  Jo in t Legislative S a lm o n  Industry  T ask  F orce

Bill A chieves:

• R eta in s th e  la n g u a g e  in s ta tu te  for th e  cu rren t a p p ro a c h  for a  buy b ack  option but ADDS la n g u ag e  
th a t would allow  th e  possibility  o f u sing  so m e  o th e r  funding so u rc e  to  initially fund (or "front fund”) a 
buyback  an d  th e n  a s s e s s  th e  rem ain ing  fish erm en  in th e  fishery . This will provide funds to rep ay  
th e  m oney th a t w a s  front-funded .

• Bill d o e s  no t c h a n g e  an y  policies rela tive to  th e  C om m ercia l F ish e rie s  Entry C om m ission . It m erely  
s e ts  up a  m e c h a n ism  for th e  s ta te  to fund and  im p lem en t a  b uyback  in an  efficient m anner.

• A front-fund s o u rc e  could be: a  s ta te  o r  fed era l app rop ria tion , p rivate s e c to r  loan, a  court se ttlem en t, 
o r a n o th e r funding  so u rc e .

C urrent law  w ould fin an ce  a  po ten tial b u y b ack  in th is m an n er:

• T h e  C om m ercia l F ish e rie s  Entry C om m ission  co n d u c ts  an  optim um  n u m b e r study. T he  study  
confirm s th a t th e re  a re  too  m an y  p erm its  in a  particu la r fishery. A buy-back  p rogram  is e s tab lish ed  
to red u ce  th e  n u m b e r of perm its. T h e  fish e rm en  a re  a s s e s s e d  a  fe e  (can  b e  no m ore  than  7%  of 
th e  value) b a s e d  on a n  individual’s  fish tickets . T h e  a s s e s s m e n t  g o e s  into th e  g en era l fund an d  the 
leg isla tu re  m ay  ap p ro p ria te  th e  fu n d s  for th e  b u yback .

• T his m ethod  ca n  ta k e  a  long tim e to co llect e n o u g h  fu n d s  to  reac h  th e  "optim um" num ber. T he  
perm it reduction  w ould b e  so  slow  th a t ben efits  w ould no t b e  rea lized  for a  very  long tim e. T h ere  
h a s , to this d a te , n e v e r  b e e n  a  buyback .



If w e a re  fo rtu n a te  en o u g h  to f in d  a  s o u r c e  o f  r e p a y a b le  fu n d in g  to  p ro v id e  fo r  a  q u ic k , e f fe c t iv e  
b u y b a c k  in a  fishery  for w hich an  optim um  n u m b e r s tu d y  d e te rm in e s  a  reduction  is justified, th e  s ta te  
could:

•  U se th e  availab le  funding to  quickly buy perm its  dow n to  th e  optim um  n u m b er in o n e  attem pt;
• Then  a s s e s s  e a rn in g s  of th o s e  w ho h a v e  c h o s e n  to  rem ain  in th e  now  (p resum ab ly ) m ore  lucrative 

fishery  to  pay  b ack  th e  loan o v er tim e until th e  obligation is repa id .
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Senator 
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Fax (907) 269-0204

Senate District N

Session;
State Capitol 
Juneau, AK 
99801-1182 
(907) 465-4993 

Fax (907) 465-3872

SPONSOR STATEMENT

S e n a te  B ill 3 15

“An Act relating to the administration o f commercial fishing entry perm it buy-back program s.”

Senate Bill 315 modifies existing law governing buy-back programs. It would allow the Commercial 
Fisheries Entry Com mission to “front fund” a buy-back program  if an appropriation were received. 
T he  comm ission would then continue to collect funds through the designated rate o f assessment in the 
buy-back program  to “pay back” the indebtedness.

W hen  the optim um  num ber o f perm its is reached in a buy-back and the reasonable costs o f the 
program  have been met, the Com mission will terminate the assessment in the affected fishery. SB 315 
will m ake the administration o f a buy-back program m ore workable.



STATUTES GOVERNING BUY-BACK PROGRAMS FOR CFEC

Article 04. REDUCTION 10  OPTIMUM NUM BER OF ENTRY PERMITS 

Sec. 16.43.290. Optimum number o f  entry pem iits.

Following the issuance o f  entry permits under AS 16.43.270, the commission shall 
establish the optimum number o f  entry pem iits for each fishery based upon a reasonable 
balance o f  the following general standards:

(1) the number o f  entry pem iits sufficient to maintain an econom ically healthy fishery 
that will result in a reasonable average rate o f  economic return to the fishermen 
participating in that fishery. '’onsidering time fished and necessary investments in vessels 
and gear;

(2) the num ber o f  entry pem iits necessary to harvest the allowable commercial take o f 
the fishery resource during all years in an orderly, efficient manner, and consistent with 
sound fishery management techniques;

(3) the num ber o f  entry pem iits sufficient to avoid serious economic hardship to those 
currently engaged in the fishery, considering other economic opportunities reasonably 
available to them.

Sec. 16.43.300. Revisions o f  optimum number o f  entry pemiits.

(a) The commission may increase or decrease the optimum num ber o f  entry pemiits for 
a fishery w hen one or more o f  the following conditions makes a change desirable 
considering the purposes o f  this chapter:

(1) an established long-term change in the biological condition o f  the fishery has 
occurred that substantially alters the optimum number o f  entry pem iits permissible 
applying the standards set out in AS 16.43 290;

(2) an established long-term change in market conditions has occurred, directly 
affecting the fishery, that substantially alters the optimum number o f  entry pemiits 
permissible under the standards set out in AS 16.43.290.

(b) If the commission decreases the optimum number o f  entry ncrmits fo ra  fishery, the 
num ber o f  entry permits may be reduced only under the voluntary buy-back provisions 
set out in AS 16.43.310 and 16.43.320.



Sec. 16.43.310. Establishment o f  buy-back funds and permit buy-back assessments.

(a) W hen the optimum number o f  entry pem iits is less than the number o f  entry 
permits outstanding in a fishery, the commission may establish a buy-back program, a 
buy-back plan, and a buy-back fund for that fishery.

(b) The commission may establish by regulation a permit buy-back assessment for 
each fishery for which the commission has established a buy-back fund under (a) o f  this 
section. The amount o f  the assessment may not exceed seven percent o f  the value, as 
defined in AS 43.75.290, o ffish  that a permit holder in the fishery subject to the 
assessment removes from the state or transfers to a buyer in the state. The Department o f  
Revenue shall collect an assessment established under this subsection.

(c) The commission shall expend money appropriated to a buy-back fund for the 
purpose o f  reducing the num ber o f  entry permits in the fishery to the optimum number, at 
a rate to be established by the commission. The legislature may appropriate interest 
accrued on the money in a buy-back fund to that fund. Except as provided in AS
16.43.320, money appropriated to a buy-back fund does not lapse.

Sec. 16.43.320. Administration o f  the buy-back program.

The commission shall adopt regulations providing for the purchase o f  transferable entry 
permits with money in the buy-back fund for each fishery. The buy-back program for a 
fishery shall terminate when the number o f  entry permits for the fishery is reduced to the 
optimum. The unexpended balance o f  appropriations made to a buy-back fund for a 
fishery shall lapse back into the fund from which the money was appropriated at the end 
o f  the fiscal year in which the buy-back program is terminated.
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(907) 465-4993 

Fax (907) 465-3872

Senate District N

SPONSOR STATEMENT

Senate Bill 322 

“A n A ct re la tin g  to  th e  ra te  o f  th e  s a lm o n  e n h a n c e m e n t  ta x .”

S e n a te  Bill 322  m odifies A S 4 3 .76  by add ing  additional tax  ra te s  of 30, 20, 15, 10, 9, 3, 7, 6, 5, a n d  4 
p e rc e n t  to th e  sa lm on  e n h a n c e m e n t tax.

U nder cu rren t law, com m ercial sa lm on  in terim -use and  entry  perm it h o ld e rs  o rg an ized  u n d e r  R egional 
A quacu ltu re  A sso c ia tio n s  (AS 16 .10 .380) m ay  vo te  to tax  th e m se lv e s  a t  th e  ra te  of o n e , two o r th re e  
p e rc e n t of th e  va lue  of th e ir h a rv es t. T h e s e  m on ies a re  co llected  by th e  D ep artm en t of R e v e n u e  and  
d ep o sited  in th e  g en era l fund. T he  leg isla tu re  m ay m ak e  app rop ria tions  b a s e d  on  this d ep o s it to  th e  
D ep artm en t of C om m unity  an d  E conom ic D evelopm ent for th e  p u rp o se  of providing financing for qualified 
regional aq u acu ltu re  a sso c ia tio n s .

T he  d ec line  in th e  va lue  of sa lm on  d u e  to chang ing  m arke t d y nam ics  h a s  led to in c re a se d  c o s ts  for 
regional aq u acu ltu re  a sso c ia tio n s . In o rd e r to m e e t the ir continuing c o s ts , m any  h av e  in c re a se d  th e  
am o u n t of fish h a rv es te d  for "cost-recovery ." F isherm en  would like th e  opportunity  to  ra ise  the ir tax  ra te  to 
avoid in c re a se d  co s t-reco v ery  h a rv es ts .

Qualified regional a q u ac u ltu re  a sso c ia tio n s  a re  perm itted  in s ta tu te  (AS 4 3 .7 6 .0 1 5 ) to  co n d u c t an  election  
to ap p ro v e  or te rm inate  a  sa lm on  e n h a n c e m e n t tax. T he  s ta tu te  req u ires  approval by a  majority v o te  of th e  
eligible in terim -use perm it and  entry perm it h o lders  voting in a n  election .

S e n a te  Bill 322  p rov ides s o m e  flexibility for regional aq u ac u ltu re  a sso c ia tio n s  to  o rg an iz e  the ir o p e ra tio n s  
and  re sp o n d  to th e  chang ing  cond itions in th e  sa lm on  industry.
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ANALYSIS CONTINUATION

Cost Discussion
Increased tax rates will increase our costs to administer the Salmon Enhancement Tax. The tax rates 
authorized under the legislation, if approved within individual regions, can significantly increase compliance 
risk, Our costs to maintain compliance would necessarily grow to maintain compliance. However, we are 
unable to predict which regions, if any, will approve the higher tax rates authorized by the bill, the year of 
approval, or the rates ultimately approved within any region. We are therefore unable to estimate our 
costs associated with this legislation.

Revenue Discussion
Existing law provides the option of imposing the Salmon Marketing tax at 1%, 2%, or 3%. The bill creates 
ten additional rate options: 4%, 5%, 6%, 7%, 8%, 9%, 10%, 15%, 20%, and 30%. Six aquaculture regions 
have approved a Salmon Enhancement Tax, two at the rate of 3% and four regions at 2%. These six 
regions generated $2.4 million of Salmon Enhancement Tax during FY03. The revenue generated by 
these regions at the 30% rate authorized by the bill would have been approximately $30 million based on 
FY03 activity. The revenue impact of the bill therefore could range between zero and $27.6 million based 
on FY03 activity and dependent on the rates approved within individual regions.
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Table2
Alaska Hatchery Commercial Common Property & Cost Recovery Return D ata-1993-2003
A laska Department of Fish and Game, contact: Craig Farrington (907) 465-6154

iRotyeor
RogName Agency Date 1993 1994 1995 1996 1997 1998 1959 2000 2001 2002 2003Grand Total
Cook Inlot CIAA Sum of Comn 608.014 863.971 1,548,832 309,037 176,926 616,210 570.452 222229 765.044 744.903 1.059.643 6.485.618

Sum of CR 469,014 1,040,077 1,310,026 503,427 2,442.007 858.397 1,042,052 1.143.741 491.070 874,069 713.048 10,176.300
CR Percent 44% 55% 46% 58% 03% 58% 65% 84% 39% 54% 40% 61%
Commercial F 56% 45% 54% 42% 7% 42% 35% 16% 61% 46% 60% 39%

PGHC Sum of Commercial 2.200 15.894 82,679 0 0 2,500 0 19.407 24,665 147.435
Sum of CR 0 5,734 64,379 0 660 0 0 255.642 46,980 403.403
CR Percent 0% 27% 53% 100% 0% 93% 86% 73%
Commercial Percent 100% 73% 47% 0% 100% 7% 34% 27%

Cook Intel Sum of Commercial 608.014 863.971 1.551.032 384.931 259.605 616.210 570.452 224.729 765.044 764.400 1.084,508 6.G08.38B
Cook Intel Sum of CR 469.014 1.040.877 1,310,026 509.161 2.537.1B6 858.397 1.042.712 1.143.741 491,070 1.129.711 760.036 10.532.705
Cook Intel CR Percent 44% 55% 46% 57% 91% 59% 65% 84% 30% 60% 41% 61%
Cook inlet Commercial Pcrcenl 56% 45% 54% 43% 9% 42% 35% 16% 61% 40% 59% 39%
Kod«ak & AKKRAA Sum of Comn 12,112.300 2.387,204 4,951.239 1.555.820 1,591,956 6.7B3.104 5,019,191 4.422,702 13,917,896 7,620.333 G.407.416 60.361.099

Sumcf CR 0 4,188 0 0 0 0 0 0 0 0 1,501.lit 4.1B8
CR Percent 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 20% 0%
Commercial F 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 80% 100%

Kodiak & AK Pemnsuto Sum of Commcrci 12.112.300 2.3B72B4 4.951.239 1.555 e29 1,591.956 f.7B3 164 5.019.191 4.422.702 13.917.096 7.620.338 6.407.418 60.361 699
Kodiak & AK Peninsula Sum of CR 0 4.180 0 0 0 0 0 0 0 0 1.581.111 4.186
Kodiak & AK Peninsula CR Peicenl 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 20% 0%
Kodiak & AK Peninsula Commercial Porcc 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 80% 100%
Pnnco WillorPWSAC Sum of Comn 3.450,605 12,345.232 6.001,874 11,035,353 12,799,617 16,139,914 17,260,146 17,683.062 6,518,555 12,110.855 25,310,483 115.546.123

Sum of CR 1,310,961 5.395,412 2,699.870 7,232,116 8,402,921 6,029.625 9,796,786 0,743.756 S.94G.395 0,116,994 10,553,904 68,874.836
CR Percent 28% 30% 33% 40% 40% 27% 36% 33% 60% 43% 29% 37%
Commerool F 72% 70% 67% 60% 60% 73% 64% 67% 40% 57% 71% 63%

VFDA Sum of Comn 674 9.647.154 3,831,109 5,255,130 4.309.064 1,244,032 9,532,610 7,978,071 11,605,958 416,401 11.934.156 53.869.353
Sum of CR 1,375.815 3.379,284 2,625.927 2,280,874 2.497,104 3,193,600 4,523.363 4,094.038 4,043,325 4,438,173 4,180,560 32.461.509
CR Pcrcenl 100% 26% 40% 30% 37% 72% 32% 34% 26% 01% 26% 38%
Commercial F 0% 74% G0% 70% 63% 28% 68% 66% 74% 9% 74% C2%

Pr.nce William Sound Sum of Commercial 3.451,279 21,092.386 9.883.073 16.290.403 17.107.601 17.393.946 26.792.756 25.862.053 18.174.513 12.527.316 37252.830 169.415.406
Pnnce William Sound Sum of CR 2.6BG.776 8.774.696 5.535.797 0.512.990 10.900.025 9.223J225 14.320.155 12.837.704 13.989.720 13.555.167 14.734.464 101.336 345
Ponce William Sound CR Pcrcenl 44% 29% 36% 37% 39% 35% 35% 33% 44% £2% 28% 37%
Pnnce Wiliam Sound Commercial Percon 56% 71% 64% 63% 61% 65% 65% 67% 56% 48% 72% 63%
Sousncosl AAl Sum of Comn 232,500 565.357 350,727 828.008 61,870 0 560.303 13,627 2,612.392

Sum of CR 41.133 183,200 51,758 119.755 677,175 147,629 222.350 0 1,443,0' J
CR Perccnl 15% 24% 13% 13% 92% 100% 28% 0% 36%
Commercial F 85% 76% 87% 87% B% 0% 72% 100% 64%

AK) Sum of Comn 127,795 503.083 820.343 557.203 612,277 804.042 817,386 107,151 1,174.532 945.398 501.075 6.47e.2l0
Sum of CR 262.66? 1,127,800 419,380 604.395 1.087,920 1,260,989 3,169,782 55252 1,267.230 1,072,758 405.298 : 0.328.166
CR Percent 67% 39% 54% 52% 64% 01% 79% 34% 52% 53% 45% 61%
Commercial F 33% 31% 66% 48% 36% 39% 21% 68% 4B% 47% 55% 39%

BCF Sum of Comn 191 2.517 1.240 664 075 703 1.345 167 4 7.5H
Sum of CR 0 0 0 0 0 0 0 91 0 91
CR Percent 0% 0% 0% 0% 0% 0% 0% 35% 0% 1%
Commoiaa! F 100% 100% 100% 100% 100% 100% 100% 65% 100% 09%

DiPAC Sum of Comn 268,969 1,110,122 596,142 709,802 647.070 512,722 775.269 1,374.945 741.624 931.222 709.744 7.657.895
Sum of CR 40.367 2.938,842 597,368 1,002,082 994.701 817,045 052,788 1,947.051 715,913 1.299.326 2.056.146 11.305.482
CR Percent 13% 73% 50% 59% 61% 01% 55% 59% 40% 58% 74% 60%
Commercial F 87% 27% 50% 41% 39% 39% 45% 41% 51% 42% 26% 40%

Koke Sum of Comn 32.469 165.938 18,300 1G.290 29,210 65.626 119,572 185,325 35,894 75,939 147.644 892207
Sum of CR 32,167 70,610 31,749 132,180 319.145 204,620 229.210 429.053 249.519 241.830 1.220592 3,160.600
CR Percent 50% 32% 63% 89% 92% 70% 66% 70% 87% 76% 89% 78%
Commercial F 50% 68% 37% 11% 8% 24% 34% 30% 13% 24% 11% 22%

KTMC Sum of Comn 4,202 5.324 3.407 14,006 4.565 5,609 G.10G 3,9/7 4,450 3,109 2.003 54,775
Sum of CR 0 0 41 0 0 0 0 0 0 0 310 41
CR Percent 0% 0% 1% 0% 0% 0% 0% 0% 0% 0% 10% 0%
Commercial F 100% 100% 09% 100% 100% 100% 100% 100% 100% 100% 90% 100%

NSRAA Sum of Comn 2.825,445 4.106.257 4.579.961 6.009,205 3.772.730 4.677,316 5,956.186 6,075,016 2.177.029 1,077,401 2286.107 42.158.655
Sum of CR 539.708 647,592 551,684 878.947 616. C13 749,780 862.506 717,023 594.418 840.060 1.077.781 7,000,031
CR Percent 16% 14% 11% 13% 14% 14% 13% 11% 21% 30% 32% 14%
Commercial F 84 Vi 86% 69% 67% 86% 86% 87% 89% 79% 70% 68% 85%

POWHA Sum of Comn 51.122 36.632 1,312 15,158 46,136 9,358 22,225 33,152 18.958 12.148 39.440 248201
Sum of CR 7.900 1,683 0 2,974 2,178 144 4.992 27.364 14,187 23,621 17.543 e£,052
CR Percent 13% 4% 0% 16% 4% 2% 18% 45% 43% 66% 31% 26%
Commercial F 87% 06% 100% 84% 98% 98% 82% 55% 57% 34% 69% 74%

SJC Sum of Comn 1.792 148.682 5,165 172.764 128,963 77.1B9 21,546 88.313 52 897 44.608 11,100 741.610
Sum of CR 31 82,323 400 19.512 16518 122,785 107.453 124.014 6,124 0 0 479,900
CR Percent 2% 38% 7% 10% 11% 61% 83% 59% 10% 0% 0% 39%
Commercial F 03\ 64% 93% 90% 89% 39% 17% 41% 90% 100% 100% 61%

SSRAA Sum of Comn 1,112,512 1,064.735 1.208,588 1,950.217 2,025 277 3.166.308 1.150,804 1206,733 1.270.077 732.037 1.415,920 14.903.888
Sum of CR 759.247 083.526 902.450 1.759,081 2,143,867 2,102.365 1.659.223 1.6BMe5 1.069.540 836.743 1.174.350 14.037.527
CR Percent 41% 48% 45% 47% 51% 41% 59% 58% 46% 53% 45% 49%
Commercial F 59% 52% 55% 53% 40% 59% 41% 42% 54% 47% 55% 51%

Southeast Sum of Commercial 4.656.997 7.708.747 7.584.193 10.281.317 7.330.810 6.318.873 9 430.742 9 08C.230 5.484.226 4.721.866 5.113.939 75.606.012
Sootficnst Sum of CR 1.6B3224 6.043 585 2.635.030 4.5tb.02G 5.850.117 5.465 363 7208.304 4.981.642 3.017.022 4.315238 5.952.020 46,627.451
Soutl'eaM CR Percent 27% 44% 26% 31% 44% 37% 43% 35% 42% 40% 64% 38%
SoviUwnit Commercial Percent 73% 56% 74% 69% 56% 03% 57% 65% 58% 52% 46% 62%
TnUtl Sum of Commercial 20.828.500 32.052.388 23.969.537 28.512.560 26.290.05? 34.102.103 41.813.141 39,597.723 30,201.681 25,633.920 40.B5B.504 311.091,785
Tout Sum of CR 4.839.014 15 863.346 0.461.753 14 541,077 19.205.328 I5.546.fi85 22.571.171 10964,177 18.397.H12 10,000.110 23028.531 158.500.779
Tolv CR Poreont 19% 32% 26% 34% 42% 31% 35% 32% 32% 43% 32% 34%
Total Commmcioi Percent 81% 68% 72% 60% 56% 69% 65% oa% 68% 57% 66% 66%



Sec. 43.76.015. Election to approve or terminate salmon enhancement tax.
(a) A qualified regional association may conduct an election under this section 

after the com m issioner of com munity and economic development approves
(1) the notice to be published by the qualified regional association;
(2) the ballot to be used in the election; and
(3) the registration and voting procedure for the approval or termination o f the 

salmon enhancem ent tax.
(b) The salmon enhancem ent tax is levied under AS 43.76.010, 43.76.011, or

43.76.012 in a region on the effective date stated on the ballot if
(1) it is approved by a majority vole of the eligible interim-use permit and entry 

permit holders voting in an election held under this section in the region; and
(2) the election results are certified by the com missioner of com munity and 

economic development.
(e) In conducting an election under this section, a qualified regional association 

shall adopt the following procedures:
(1) the qualified regional association for the region shall hold at least one public 

meeting not less than 30 days before the date on which ballots must be postmarked to be 
counted in the election to explain the reason for the proposed salmon enhancement tax 
and to explain the registration and voting procedure to be used in the election; the 
qualified regional association shall provide notice of the meeting by

(A) mailing the notice to each eligible interim-use permit and entry permit holder;
(B) posting the notice in at least three public places in the region; and
(C) publishing the notice in at least one newspaper of general circulation in the 

region at least once a week for two consecutive weeks before the meeting;
(2) the qualified regional association shall mail two ballots to each eligible 

interim-use permit and entry permit holder; the first ballot shall be mailed not more than 
45 days before the dates ballots must be postmarked to be counted in the election; the 
second ballot shall be mailed not less than 15 days before the date ballots m ust be 
postmarked to be counted in the election; the qualified regional association shall adopt 
procedures to ensure that only one ballot from each eligible interim-use perm it and entry 
permit holder is counted in the election;

(3) the ballot must
(A) indicate whether the election relates to a salmon enhancement tax under AS 

43.76.010, to a salmon enhancement tax under AS 43.76.011, or to a salmon 
enhancement tax under AS 43.76.012;

(B) ask the question whether the salmon enhancement tax shall be levied;
(C) indicate the boundaries of the region in which the salmon enhancement lax 

will be levied;
(D) provide an effective date for the levy of the salmon enhancement tax; and
(E) indicate the date on which returned ballots must be postmarked in order to be 

counted;
(4) the ballots shall be returned by mail and shall be counted by the commissioner 

of community and econom ic development or by a person approved by the com missioner 
of community and econom ic development.



(d) The com m issioner of community and economic developm ent shall certify the 
results of an election under this section if the com m issioner determines that the 
requirements of (a) and (c) of this section have been satisfied.

(e) Except as provided in AS 43.76.020(b)(2), an election to terminate a salmon 
enhancement tax shall be conducted under the same procedures established under (a), (c) 
and (d) of this section for an election to approve a salmon enhancem ent tax.

(f) In this section, "eligible interim-use permit and entry perm it holder" means an 
individual who, 90 days before the date ballots m ust be postm arked to be counted in an 
election under this section, is listed in the records of the Alaska Comm ercial Fisheries 
Entry Commission as the legal owner o f an interim -use permit or an entry permit which 
authorizes the individual to fish commercially in an administrative area established by the 
Alaska Commercial Fisheries Entry Commission under AS 16.43.200, which is included, 
in whole or in part, in the region in which the election is held.
History -
(Sec. 2 ch 154 SLA 19S0; am Sec. 2, 3 ch 33 SLA 1989)
Revisors Notes -

In 1999, in this section, "commissioner o f com merce and econom ic development" 
was changed to "comm issioner of community and economic development" in accordance 
with Sec. 88, ch. 58, SLA 1999.

Sec. 43.76.020. Termination of salmon enhancement tax.
(a) The salmon enhancement tax levied under AS 43.76.010, 43.76.011, or

43.76.012 may be term inated by the com m issioner of revenue upon majority vote at an 
election held under AS 43.76.015 in the region in which the salmon enhancem ent tax is 
levied.

(b) A salmon enhancem ent tax shall be terminated by the com m issioner of 
revenue under (a) of this section following an election in a region if

(1) a petition is presented to the com m issioner of com m unity and economic 
development requesting termination of the salmon enhancement tax which is signed by at 
least 25 percent of the num ber of persons who voted under AS 43.76.015 in the election 
approving the salmon enhancement tax in the region;

(2) the com m issioner of community and economic developm ent determines that 
there are no outstanding loans to the qualified regional association under AS 16.10.510 
that are secured by the tax;

(3) an election is held in accordance with AS 43.76.015; the ballot must ask the 
question whether the salmon enhancement tax for the region shall be terminated; the 
ballot must be worded so that a "yes" vote is for continuation of the salmon enhancement 
lax and a "no" vote is for termination of the salmon enhancement tax;

(4) a majority of the eligible interim-use permit and entry permit holders who vote 
in the election cast a ballot for the termination o f the salmon enhancem ent lax; and

(5) the qualified regional association provides notice of the election in accordance 
with AS 43.76.015 within two months after receiving notice from the com missioner of 
community and economic development that a valid petition under (1) of this subsection 
has been received.
History -
(Sec. 2 ch 154 SLA 1980; am Sec. 15 ch 117 SLA 1981; am Sec. 4, 5 ch 33 SLA 1989)



Revisors Notes -
In 1999, in this section, "commissioner of commerce and economic development" 

was changed to "commissioner of community and economic development" in accordance 
with Sec. 88, ch. 58, SLA 1999.

Sec. 43.76.025. Collection of tax and disposition of proceeds.
(a) A buyer who acquires fisheries resources that are subject to a salmon 

enhancement lax imposed by AS 43.76.010, 43.76.011, or 43.76.012 shall collect the 
salmon enhancement lax at the time of purchase, and shall remit the total salmon 
enhancement lax collected during each month to the department by the last day of the 
next month.

(b) A buyer who collects the salmon enhancement tax shall
(1) maintain records reflecting the region designated under AS 16.10.375 in 

which the fishery resource was caught; and
(2) report to the Department of Revenue by March 1 of each year the total value, 

as defined in AS 43.75.290, of the salmon caught in each region designated under AS 
16.10.375 which the buyer has acquired during the preceding year.

(c) The salmon enhancement tax collected under AS 43.76.010 - 43.76.02S shall 
be deposited in the general fund. The legislature may make appropriations based on this 
revenue to the Department of Community and Econom ic Developm ent for the purpose of 
providing financing for qualified regional associations. The legislature may base an 
appropriation for a qualified regional association operating within a region designated 
under AS 16.10.375 on the value of the fisheries resources caught in that region rather 
than the value of the fisheries resources sold in that region if those values differ.
History -
(Sec. 2 ch 154 SLA 1980; am Sec. 16, 17 ch 117 SLA 1981; am Sec. 6 ch 33 SLA 1989; 
am Sec. 14 ch 6 SLA 1998)
Revisors Notes -

In 1999, in this section, "Department of Commerce and Economic Development" 
was changed to "Department of Community and Economic Development" in accordance 
with Sec. 88, ch. 5S, SLA 1999.
Amendment Notes -

The 199S amendment, effective June 28, 1998, made section reference 
substitutions in subsection (c).
AG Opinions -

It would be an inappropriate use of public funds for the Departm ent o f Commerce 
and Economic Development to disburse funds to the Bristol Bay Regional Aquaculture 
Association, knowing that these funds are not to be used to finance current salmon 
rehabilitation and enhancement projects, but rather are to be used as investment capital. 
March 19,1987 Op. Alt'y Gen.
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ANALYSIS CONTINUATION

Cost Discussion
Increased tax rates will increase our costs to administer the Salmon Enhancement Tax. The tax rates 
authorized under the legislation, if approved within individual regions, can significantly increase compliance 
risk. Our costs to maintain compliance would necessarily grow to maintain compliance. However, we are 
unable to predict which regions, if any, will approve the higher tax rates authorized by the bill, the year of 
approval, or the rates ultimately approved within any region. We are therefore unable to estimate our 
costs associated with this legislation.

Revenue Discussion
Existing law provides the option of imposing the Salmon Marketing tax at 1%, 2%, or 3%. The bill creates 
ten additional rate options: 4%, 5%, 6%, 7%, 8%, 9%, 10%, 15%, 20%, and 30%. Six aquaculture regions 
have approved a Salmon Enhancement Tax, two at the rate of 3% and four regions at 2%. These six 
regions generated $2.4 million of Salmon Enhancement Tax during FY03. The revenue generated by 
these regions at the 30% rate authorized by the bill would have been approximately $30 million based on 
FY03 activity. The revenue impact of the bill therefore could range between zero and $27.6 million based 
on FY03 activity and dependent on the rates approved within individual regions.

F IS C A L  N O T E  #1

S T A T E  O F  A L A S K A  B I L L  N O . S B  3 2 2 _____________

2004  L E G IS L A T IV E  S E S S IO N

Page_2_of_2.



M a s t ^ a  S t a t e  L e g i s C a t u r e

S e n a t o r  
Ben S teven s 

716 West 4™ Avenue 
A n c h o r a g e , A K  

99501-2133 
(907)269-0200 

Fax (907) 269-0204

Session: 
S t a t e  C a p i t o l  

J u n e a u ,  AK 
99801-1182 

(907) 465-4993 
F a x  (907) 465-2372

Senate District N

SPONSOR STATEMENT

Senate Bill 322 

“ An A ct re la tin g to the rate o f the salm on enhancem ent ta x .”

Senate Bill 322 modifies AS 43.76 by adding additional tax rates o f 30, 20 ,15 , 10, 9, 8, 7, 6, 5, a n d  4 
p ercen t  to the salmon enhancem ent tax.

Under current law, commercial salmon interim-use and entry permit holders organized under Regional 
Aquaculture Associations (AS 16.10.380) may vote to tax them selves at the rate of one, two or three 
percent of the value of their harvest. These monies are collected by the Departm ent of Revenue and 
deposited in the general fund. The legislature may make appropriations based on this deposit to the 
Department o f Com m unity and Economic Developm ent for the purpose o f providing financing for qualified 
regional aquaculture associations.

The decline in the value o f salmon due to changing market dynam ics has led to increased costs for 
regional aquaculture associations. In order to meet their continuing costs, many have increased the 
amount o f fish harvested for “cost-recovery." Fishermen would like the opportunity to raise their tax rate to 
avoid increased cost-recovery harvests.

Qualified regional aquaculture associations are permitted in statute (AS 43 .76 .015) to conduct an election 
to approve or term inate a salmon enhancem ent tax. The statute requires approval by a majority vote of the 
eligible interim -use perm it and entry perm it holders voting in an election.

Senate Bill 322 provides some flexibility for regional aquaculture associations to organize their operations 
and respond to the changing conditions in the salmon industry.



Southeast Alaska Fishermen’s Alliance
9369 North Douglas Highway 
Juneau, AK 99801

Phone 907-586-6652 Fax 907-586-5648

February 23, 2004

Senate Labor & Commerce Committee 
Honorable Con Bunde, Chair 
Alaska State Legislature 
State Capitol, Mail Stop 3100 
Juneau, AK 99801

RE: Comments on SB 322 -  Enhancement Tax legislation 

Dear Senator Bunde,

We apologize that we will not be available to testify on SB 322 but are submitting the 
following comments for your consideration.

The Southeast Alaska Fishermen’s Alliance brought up this issue during the hatchery 
committee meetings about doing away with cost recovery and assessing fishermen in 
place of as something that commercial fishermen had discussed as a possibility. We 
also suggested in our hatchery comments that an analysis of what this meant was 
necessary for the fishermen to determine if this is a logical option. The hatchery 
committee never met after these comments were submitted by our association and Chris 
Moss as a salmon task force member and were never discussed in the hatchery sub­
committee process. Without an analysis this legislation is premature.

We are attaching our comments to the hatchery sub-committee for your information.

The Southeast Alaska Fishermen's Alliance is a non-profit fishing association 
representing our members involved in the Salmon, crab, shrimp and longline fisheries of 
Southeast Alaska since we formed in 2000.

Sincerely,

E-mail: seafa@gci.net

Kathy Hansen 
Executive Director

mailto:seafa@gci.net


Southeast Alaska Fishermen’s Alliance
9369 North Douglas Highway 
Junoau, AK 99801

Phone 907-586-6652 Fax 907-586-5648 E-mail: seafa@gci.net

November 24, 2003

Senator Ben Stevens and Hatchery Committee,

You requested information on the issues that commercial fishermen are concerned 
about and additional information on the point I had made during the last teleconference.

The major issues brought out last year and that fishermen have expressed concern 
about over the last several years are as follows:
C ost Recovery:

Price difference between hatcheries and common property fisheries.
Suggestion: determine price paid to hatcheries for cost recovery of 
different species (by hatchery) and compare with data McDowell group 
prepares in season on common property prices so that fishermen can see 
whether hatcheries receive more or less than they think they are paid. 
(This information would be most effective if provided for a 5 year period or 
so.) In the future this information should be provided to the McDowell 
group for their final wrap up weekly price tracking. It is understandable 
that the hatchery might not want the information to be published prior to 
the season but it would be nice to know what the price is without 
speculation being involved or I heard information at the end of the 
season. Continue discussion on this issue based on information received 
in analysis of price paid over last five years. (Note based on comments 
received after this testimony was submitted the following comment is 
being added. Information from last year is available in the Annual 
Operators report but ihis information is generally not available until Jan or 
Feb of the following year when fishermen are already discussing the bids 
for the upcoming season.)

Impact that cost recovery has on the market, both price and volume of fish.
Suggestion: Processors need to respond to this issue and following are 
some of the questions that are asked. We have been told that if the cost 
recovery pre-season bid price is tco high, the pries paid to fishermen is 
lowered to make up the difference? Do the processors purchase less fish 
from fishermen when they receive a cost recovery hatchery bid? What is 
the differential in costs to process fish for fishermen versus cost recovery 
-  i.e. tender costs etc.? Is there a priority placed on cost recovery fish in 
the plant? Is there a quality difference between hatchery fish and cost 
recovery fish and if so why?

Many fishermen feel that no cost recovery should occur.
Suggestion: An analysis of what percentage of enhancement tax 
fishermen would have to pay if all hatchery fish are caught during the

mailto:seafa@gci.net


course of common property fisheries and no cost recovery fishing 
occurred. Side issues to be considered under this are: 1.) how would you 
fund the non-regional associations and 2.) how would you prevent 
hatchery budgets from becoming over-inflated under this type of system.

Difference between Regional associations and Non-regional associations:
As I explained last meeting on the teleconference fishermen feel more in 
control when they elect commercial fishermen on the board to represent 
them. If you don’t like the policy direction an association is following you 
can make changes by voting different representatives on to the board. 
Many of the SE non-regional associations have commercial fishermen on 
the board but there is a difference when you represent yourself or you 
represent the views of a single association and not the whole fleet on the 
board and you are a commercial fishermen and you have an obligation to 
all the fleet because you were elected to the board.

Other issues:
D ifficu lty in getting inform ation: I have requested many times to be 
sent information and put on mailing list for various regional and non- 
regional associations on board meeting dates and board packets -  Some 
regionals and some non-regionals are responsive to this request -  other 
associations you never hear from and some you have to request several 
times before you get the information. If an association (SEAFA) has this 
much difficulty following the issues and trying to get information pre­
meeting so that they can comment on issues that might be on an agenda, 
it must be very difficult for an individual and this difficulty helps cause the 
disconnect between fishermen and hatcheries.

This issue also exists within the RPT process. I am usually unable to get 
copies of the PAR’S prior to the RPT meeting and therefore unable to get 
the information out to my membership for comment and therefore go and 
listen rather than more actively participate in the process. While the 
meetings are publicized, and an agenda can be received, the detailed 
information is not sent. I have requested to be put on the SE RPT mailing 
list and receive all the information that a member of the RPT would 
receive and have not been successful.

The RPT is a good process, it just needs to work on performing all of its 
suggested duties and could be a mechanism for looking at the amount of 
cost recovery a facility is taking if it is felt that an association is taking too 
high of a percentage. See comments that SEAFA sent in last year.
The RPT is suppose to review and provide recommendations to the 
Commissioner on annual management plans but the past several years in 
Southeast the plans have not been available for the spring RPT meeting 
and the years previous the plans were available at the meeting only so no 
comments were ever made as no one had a chance to read the material 
and see what the annual management plan contained that year. This is 
one of the check and balances to the hatchery program that is not as 
functional as it should be. Also the hatchery regulations and statutes 
state that after a cycle of fish have returned the permit will be reviewed for 
management issues. I have been attending most of the RPT meetings in



SE Alaska for the last 8 years as a member of the public and I have not 
seen this process take place although several of the projects reached 
maturity during that time. It is possible that this process was done just 
through the area managers and not soliciting information from the fleet.

I recently sent out a questionnaire to the SE gillnet permit holder list and all SEAFA 
members. One of the questions asked was: “Do you believe that the hatchery programs 
in the State of Alaska need changes? If yes, Piease explain what hatchery issue you 
think the task force should focus on and why?" Several of the written comments 
received are included below:

■ State should get out of the hatchery business
■ All hatcheries should contribute the majority of production to common property 

fisheries
« Cost recovery needs to be more fair
■ 1.) Fair allotment of fish 60/40, 70/30 split; 2.) Cost Recovery; 3.) Hatcheries 

having unfair market advantage. Why? The hatcheries serve no purpose and 
have no value to the commercial fleet unless 1-3 are followed.

■ Eliminate the 3% assessment
■ 1.) If hatcheries are non-profit why do they keep increasing their savings 

accounts? Example NSRAA., on the plus side their allocation split is far better 
than DIPAC’s which is almost criminal some years in DIPAC’s favor, Example 
2002. 2.) Common Property should increase as the hatcheries become solvent.

■ Open Cost recovery to permit holders.
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United Southeast Alaska G ilh ictte rs
PO Box 23378, Ketchikan, AK 98901 Phone & Fax (907) 247 2471 Email uea_gillnotters@att.riol

February 23, 2004

Thy Honorable Con Bunde, Chair 
Senate Labor & Commerce Committee 
Alaska State Capitol, Room 506
Juneau, AK 99801 Send Via Fax to; 465-3871

Dear Senator Bunde,

The United Southeast Alaska Gillnetters (USAG) is an association of about 150 small 
business owners who catch salmon by drift giilnetting in Southeast Alaska and market 
salmon throughout the United States. Many of our members also participate in other 
fisheries such as crab, shrimp, longline, and dive fisheries.

USAG is opposed to SB 322 that would permit the rate of salmon mihancement tax to 
increase by increments up to a limit of thirty percent of a fisherman s gross earnings, 
The fishermen represented by USAG are not interested in any increase in directed 
taxes on their gross earnings. Our fishery simply does not generate enough income to 
support any additional directed taxes on our gross above the 3% enhancement tax and 
the 1% marketing tax that are currently in place. We understand that this legislation, If 
passed, would not itself result in additional taxes, it would only enable areas interested 
In additional enhancement taxes to vote on a proposal to increase this tax, We are not 
interested in having this option for ourselves, or having it available to other salmon 
permit holders In our area. We are not interested in replacing the funds our 
enhancement facilities generate from their cost recovery fisheries with funds from an 
increased assessment on our gross income.

We ask the Senate Labor and Commerce Committee to not support this bill or pass it 
out of committee. W e appreciate your consideration or our position on SB 322.

Kenneth Duckett 
Executive Director

cc: Senator Ben Stevens, Via fax to: 465-3872 
UFA, Via email
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February 23, 2004

Senator Ben Stevens 
Su m  Capitol 
Juneau, AK 99401

RE: SB 322/ resting  to  the salmon enhancement tax

Dear Senator Stovana;

Aa the Chairman o f  tha Board o f  the Prince William Sound Aquaculture Corporation (PWSAC), 
I would like to  thank you and the other members o f  the Joint Legislative Salmon Industry Taak 
Force for addressing the isauea surrounding aalmon enhancement and salmon hatcheries in 
A1 tries. During our Hatchery Subcommittee meetings, the staff at tha Alaska Department o f  Fish 
and Game expressed their opinion that the hatcheries had auooesafolty fulfilled their purpoee and 
that our aalmon enhancement program was the envy o f  other states We at PWSAC agree with 
the! conclusion.

There are currently tw o mechanisms (other than loans) available to •  Regional Non-profit 
Aquaculture Association (PNP) to psy for annual hatchery operating expenses: cost recovery and 
salmon enhancement taxes. In our region, permit holders combine s  2%  salmon enhancement tax 
with oost recovery to  pay for the operations o f  PWSAC. This combination has worked well in 
our axes, and 1 doubt my members will vote to  increase the eohanoement tax in tha near fixture. 
But SB 322 could allow other W P ’i  the option o f  forgoing any coat recovery in lieu o f  a higher 
enhancement tax to  pay for their operations, if  so desired by their members. This could allow all 
stories to be utilinsd by regional permit holders.

As was stated many times during your meetings, it was the Intent o f  the Task Force to include •  
number o f  new to o ls ” for participant! in the Alaska salmon industry to use as best fit their 
individual situation The proposed changes included in SB 322 will allow PNP*s to deride how 
they would rather fiind their enhancement programs-through cost recovery, increased 
enhancement taxes, o r a new combination o f  both.

Thank you again for your herd work on behalf o f Alaska's salmon industry. Plcaso let me know 
i f  PWSAC can assist you in any way.

Sincerely,

B.J. ChaOiiv 
Chairman o f the Board

PRINC* WILLIAM SOUND AQUACULTURE CORPORATION 
OonwtaSe OTle* • P. O. Roe 1110, Covdme, AK 99574 

Oflfcs: 907/424-7311 • Pax. 907/424-7514
Email: n a i f i d B h a t f
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F e b ru a ry  2 2 ,2 0 0 4

Senator Con Bunde, Chair 
Senate Labor and Commerce 
907-465-3871 (FAX)

Committee

Dear Senator Bunde and Committee 1 Members:

1 would like to voice my support fo r1 > 
for the salmon enhancement tax for

As a commercial salmon fisherman fdi 
and Hatcheries Subcommittee, I belie Vi 
Salmon Enhancement Tax. Through 
that there is growing concern about tl t  
These contracts impact the sale and v il 
Bah prices in both pink and ohum mai kets 
to pay for debt and the ongoing opera i< 
flooded and individuals have difficult t

B 322 that provides the option o f voting on additional rates 
Regional Aquaculture Associations.

ir over 40 years and a member of the Salmon Task Force 
e this is a necessary option for fisbermeD subject to the 
onversations with individual fishennen it became apparent 
impact o f regional hatchery cost recovery contracts, 
ue o f fish sold by individual fishermen. Due to declining 
, vast quantities o f fish are often presold to processors 

ions of (he regional hatohcres. In some cases, markets are 
lling their own produtin i

The original Salmon Enhancement Tut of 2%, approved by the Cook Inlet fishennen to fond the
programs of the Cook Inlet Regional 
the ongoing operations o f hatcheries 
funding and operating the hatcheries 
business and the financial burden is 
to finance the operations of hatcheries

i Aquaculture Association, was never envisioned to pay for 
At the time it was instituted the state was in the business of 
ipr the fishing industry. The state is now out of the hatchery 
the industry. Tbe option of voting to institute a larger tax 
and other projects at the regional level is appropriate.

Oil

The passage o f this bid would allow a 
to fund their projects. Processors wot 
should be expanded markets for fish 
recovery product The regional'* cost

vote of tbe fishennen in an area to assess a higher tax rats 
W purchase the salmon from individuals and the result 

etpnen - markets that are currently being filled by cost 
recovery goals would still be met

Key to this entire oonoept is the major il 
self-imposed and not implemented by 
therefore, would place the burden on t 
soems to be the most equitable way to

Thank-you for tho opportunity to ceminent on this legislation.

\ r ~( T
Chris Moes 
Box 1115
Homer Alaska 99603 
907 235-1053

ty approval in an area o f any increase In ttxee. It would be 
toy government entity. It would be baaed on catch; and, 
twse who benefit die most -commercial fishennen. This 
determine the direction a business should progress.
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Alaska Hatchery Commercial Common Property & Cost Recovery Return Data-1993-2003
Alaska Department of Fish and Game, contact: Craig Farrington (907) 465-6154

iRafywar
RoflNem* Aponcy Oota 1993 1994 1995 1996 1997 1993 1999 2000 2001 2002 2003Grand Total
Cook inlot CIAA Sum of Comn 608.014 863.971 1.540.032 369.037 176.920 6IG.210 570.452 222.229 765.044 744.903 1.059.843 6,485,61ft

Sum of CR 469,014 1.040.877 1,310.926 503.427 2.442,807 858,397 1.042.052 1.143.741 401.070 074.069 713.048 10.176.380
CR Percent 44*4 55% 46% 58% 03% 56% 65% 84% 39% 54% 40% 61%
Commercial F 56% 45% 54% 42% 7% 42% 35% 16% 61% 46% 60% 39%

PGHC Sum of Commercial 2.200 15.894 82.079 0 0 2.500 0 19.497 24,665 147,435
Sum of CR 0 5,734 04.370 0 660 0 0 255.642 40.986 403.403
CR Percent 0% 27% 53% 100% 0% 93% 66% 73%
Commercial Percent 100% 73% 47% 0% 100% 7% 34% 27%

Cook Inlot Sum of Commercial 608.014 863.971 1.551.032 384.931 259.605 010.210 570.452 224.729 765.044 764.400 1.084.509 0.608.388
Cook Inlol Sum ol CR 469.014 1.040.877 1.310.926 509.161 2.537.160 B5B.397 1.042.712 1.143.741 491.070 1.129.711 760.936 10.532.795
Cook Inlol CR Percent 44% 55% 46% 57% 91% 50% 65% 84% 39% 60% 41% 61%
Cook miei Commercial Percent 56% 45% 54% 43% 0% 42% 35% 16% 61% 40% 59% 39%
Kodiak & AKKRAA Sum of Comn 12.112.300 2.387784 4.951739 1.555.829 1.591.050 6.783.164 5.019.191 4.422.702 13.917.698 7.620.338 6,407,418 60,361,899

Sum of CR 0 4.180 0 0 0 0 0 0 0 0 1.581.111 4,188
CR Percent 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 20% 0%
Commercial F 100% 100% 100% 1C0% 100% 100% 100% 100% 100% 100% 00% 100%

Kodiak fi AK Peninsula Sum of Commerce 12.112.300 2.387 704 4.951.230 1.655.829 1.591.056 6.783.164 5.019.191 4.422.702 13917.896 7.620.338 6.407.41b 60,361,699
Kodiak & AK Peninsula Sum of CR 0 4,108 0 0 0 0 0 0 0 0 1.581.111 4.188
Kodiak & AK Peninsula CR Percent 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 20% 0%
Kodiak & AK Peninsula Commercial Perce 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 80% 100%
Pnnce Willi&nPWSAC Sum of Comn 3.450.605 12.345.232 6.001.874 11.035.353 12 709.617 10.139.914 17.260.146 17.883.982 6.518.555 12,110.855 25,310,483 115.546,133

Sum of CR 1,310.961 5,395.412 2.890.B7O 7.232.116 8.402.921 6.029.625 9.796.786 8.743.756 9.946.395 9.110.994 10.553.904 68.874,836
CR Percent 28% 30% 33% 40% 40% 27% 36% 33% 50% 43% 29% 37%
Commercial F 72% 70% 67% 60% 60% 73% 64% 67% 40% 57% 71% 63%

VFDA Sum of Comn 674 9.647.154 3.801.199 5.255.130 4.308.004 1.244.032 9.532.610 7.978.071 11,805,058 416.401 11,934,156 53,869,353
Sum of CR 1.375.815 3.379,284 2,635,927 2.280.874 2.407.104 3.193.600 4.523.369 4.094.038 4.043.325 4.438.173 4,180.560 32,461,509
CR Percent 100% 26% 40% 30% 37% 72% 32% 34% 26% 01% 26% 38%
Commercial F 0% 74% 60% 70% 63% 28% 68% 66% 74% 9% 74% 62%

Pnnco William Sound Sum of Commercial 3.451.279 21.092.386 9.883.073 10.290.483 17.107.681 17.383,946 26.792.756 25.862.053 18.124.513 12,527,316 37.252.539 169,415.486
Pnnce William Sound Sum of CR 2.686.775 B.774.69G 5.535.797 9.512.990 10.900.025 9.223.225 14.320.155 12.837.794 13.989.720 13.555.167 14.734.464 101,336.345
Pnnco W.lliam Sound CR Pcrcenl 44% 29% 35% 37% 33% 35% 35% 33% 44% 52% 28% 37%
Pnnco William Sound Commercial Percen 55% 71% 64% 63% 61% 65% 65% 67% 56% 48% 72% 63%
Southeast AAI Sum of Comn 232.500 565.357 350.727 828.008 61,870 0 550.303 13.627 2.612.392

Sum of CR 41.133 103.200 51.758 119.755 677.175 147.629 222.350 0 1,443.000
CR Percent 15% 24% 13% 13% 92% 100% 28% 0% 36%
Commercial F 85% 76% 87% 07% 8% 0% 72% 100% 6*1%

AKI Sum of Comn 127.795 503.083 829.343 557,203 612,277 604.042 817.386 107.151 1,174.532 945.398 501.075 6.478.210
Sum of CR 262.662 1.127.000 410.380 604.395 1,087.920 1.260.989 3.169.782 55.252 1.267.230 1,072.758 405,298 10.328.168
CR Percent 67% 69% 34% 52% 64% 61% 79% 34% 52% 53% 45% 61%
Commercial F 33% 31% 66% 48% 36% 39% 21% 66% 48% 47% 55% 39%

BCF Sum of Comn 191 2.517 1.248 664 675 703 1.345 167 4 7.514
Sum of CR 0 0 0 0 0 0 0 01 0 91
CR Percent 0% 0% u% 0% 0% 0% 0% 35% 0% 1%
Commercial F 100% 100% 100% 100% 100% 100% 100% 65% 100% 09%

DIPAC Sum of Comn 268,969 1,110,122 586,142 709.802 647,078 512,722 775.269 t.374.945 741.624 931.222 709.744 7.657.895
Sum of CR 40.367 2.938.842 597.308 1.002.082 994.701 817.045 952,768 1.947.051 715.913 1.299,328 2.056.146 11.305.483
CR Percent 13% 73% 50% 59% 61% 61% 55% 59% 49% 58% 74% 60%
Commercial F 87% 27% 50% 41% 39% 39% 45% 41% 51% 42% 26% 40%

Kake Sum ol Comn 32.469 165.938 18.300 .6.290 29.210 65.626 119.572 185.325 35.894 75.939 147,644 892.207
Sum of CR 32.167 78.619 31.749 132,180 319.145 204.526 229,210 429,053 249.519 241.830 1.220.592 3.163.090
CR Percent 50% 32% 63% 09% 92% 76% 66% 70% 87% 76% 89% 78%
Commercial F 50% 68% 37% 11% 8% 24% 34% 30% 13% 24% 11% 22%

KTMC Sum of Comn 4.202 5.324 3.407 14.000 4.585 5,609 6.106 3.977 4.450 3.109 2.90J 54,775
Sum of CR 0 0 41 0 0 0 0 0 0 0 310 41
CR Porcont 0% 0% 1% 0% 0% 0% 0% 0% 0% 0% 10% 9%
Commercial F 100% 100% 99% 100% 100% 100% 100% 100% 100% 100% 90% 100%

NSRAA Sum of Comn 2.825.445 4.106,357 4,579.961 6,009.205 3.772.739 4.677.316 5,956.1B6 6.075.016 2.177.020 1.977.401 2.286.107 42.156,655
Sum of CR 539.708 647.592 551,804 B70.947 616.613 749.780 562.506 717,623 594,418 840.900 1.077.781 7.000,031
CR Percent 16% 14% 11% 13% 14% 14% 13% 11% 21% 30% 32% 14%
Commercial F fU% 86% 89% 87% 80% 66% 87% BOV. 79% 70S 68% 86%

POWMA Sum of Comn 51.122 36.632 1.312 i: .58 48.138 9.358 22225 33.152 18.958 12.148 39.446 248.201
Sum of CR 7.909 1.663 I 2,974 2,178 144 4.992 27.364 14.187 23.021 17.543 85.052
CR Percent 13% 4% 0% 10% 4% 2% 18% 45% 43% 66% 31% 26%
Commercial F 07% 95% 100% 84% 90% 98% e2% 55% 57% 34% 60% 74%

SJC Sum of Comn 1,792 140.082 5,105 172,764 128,963 77.189 21.546 88.313 52.807 44,608 11,100 741,910
Sum of CR 31 82.323 400 19,512 16.510 122,785 107.453 124,814 8,124 0 0 47Q.9G0
CR Percent 2% 38% 7% 10% 11% 61% 83% 59% 10% 0% 0% 30%
Commercial F 98% 64% 93% 90% 89% 39% 17% 41% 90% 100% 100% 01%

SSRAA Sum of Comn 1.112,512 1.064,735 1.208.588 1.958.217 2.025 277 3,166.308 1.150.804 1.206.733 1.278.677 732,037 1.415.920 14,903,888
Sum of CR 759.247 983.520 982,450 1,759.081 2,143.867 2,162.365 1.659.223 1,681,485 1.069,540 830.743 1.174.350 14,037.527
CR Percent 41% 48% 45% 47% 51% 41% 59% 58% 46% 53% 45% 40%
Commercial T 59% 52% 55% 53% 49% 50% 41% 42% 54% 47% 55% 51%

Southeast Sum ol Commoroal 4.656.097 7.708.747 7.564.10? 10.281.317 7.330.p10 0.318.673 0.430.742 0.088.239 5.484.228 4.721.860 5 113.939 75.006.012
Southeast Sum of CR 1.683724 0.043.585 2.635.030 4.518.926 5.858.117 5.465.363 7.208.304 4.982.G42 3.917.022 4,315.238 5.952.020 40.827,451
Southeast CR Percent 27% 44% 26% 31% 44% 37% 43% 35% 42% 48% 54% 38%
Southeast Commercial Percent 73% 56% 74% 69% 58% 03% 57% 65% 58% 52% 46% 62%
Total Sum of Commercial 20.828.590 32.952.388 23.969.537 28,512.560 28.290.052 34.102.193 41.813.141 39,597.723 30,291.681 25.63J.020 40.658.504 311.991.785
Total Sum of CR 4,e39.014 15.863.340 0.401.753 14.541.077 19.295.328 15.540.985 22.571.171 18.964.177 10,397.812 10.000.116 23 028.531 158.500.770
Total CR Percent 10% 32% 26% 34% 42% 31% 35% 32% 32% 43% 32% 34%
Total Commercial Percent 81% 68% 72% 66% 58% 69% 65% 68% 68% 57% 00% 60%

fWided bq Senator S. S o i o n s
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Year Chinook Sockeya Coho Pink Chum
1984 $1.73 $0.77 S0.95 $0.25 S0.36
1985 S1.50 S0.99 $0.89 S0.23 S0.4C
1986 S I .50 S1.43 $0.89 $0.24 $0.35
1987 $2.11 $1.55 $1.21 $0.43 $0.46
1988 $2.69 $2.37 $1.72 S0.79 $0.86
1989 $1.88 $1.42 $0.81 $0.43 S0.40
1990 $1.86 $1.29 S1.01 $0.33 $0.45
1991 S1.99 $0.83 SO. 79 $0.15 $0.32
1992 S2.15 $1.33 $0.92 S0.21 S0.41
1993 $1.55 $0.76 S0.86 S0.17 $0.44
1994 $1.35 $1.04 $0.88 $0.19 $0.26
1995 $1.52 $0.89 $0.60 $0.19 $0.32
1996 $1.30 S0.90 S0.50 $0.10 S0.16
1997 $1.59 $0.98 $0.78 $0.15 $0.25
1998 $1.28 $1.23 $0.57 $0.16 $0.19
1999 $2.30 S1.02 $0.83 $0.16 $0.21
2000 $1.95 $0.79 $0.56 $0.15 $0.27
2001 S1.71 $0.58 $0.48 $0.13 $0.34
2002 $1.30 S0.61 $0.35 $0.10 $0.18
2003 $1.37 S0.60 S0.49 $0.08 $0.17

1984-2002 Data from Commercial Operator's Annual Reports 
2003 PRF.LIMINARY Estimates as o f  11/03 03

Southeast Alaska
Averago Salmon Exvessel Price/Pound by Spodos
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Southeast

Year Chinook Sockeve Coho Pink Chum
1984 $2.71 S1.11 $1.32 $0.25 $0.45
1985 $2.19 $1.34 $1.06 $0.24 $0.42
1986 S1.99 S1.51 $1.07 SO. 26 $0.38
1987 $294 $1.77 $1.76 $0.44 S0.63
1988 S3.63 S3.08 $2.68 $0.84 $1.03
1989 S1.95 $1.63 $0.96 $0.42 $0.49
1990 S2.11 S1.59 $1.23 SO. 33 S0.50
1991 $2.10 S0.95 S0.99 SO. 15 $0.34
1992 $1.97 $1.69 $1.17 $0.22 $0.48
1993 $1.67 $0.93 $1.06 $0.18 $0.48
1994 S1.93 S1.39 $1.06 $0.20 $0.25
1995 S1.53 $1.21 $0.72 $0.21 $0.37
1996 $1.40 $1.13 $0.68 SO. 10 S0.17
1997 S1.64 $1.21 $0.99 $0.16 $0.25
1998 $1.15 $1.36 S0.67 SO. 18 $0.18
1999 $1.65 S1.13 $0.97 $0.17 $0.21
2000 $1.97 $0.90 $0.78 $0.18 $0.29
2001 $1.69 $0.86 $0.63 $0.14 $0.39
2002 S1.13 S0.74 $0.42 $0.09 $0.22
2003 $1.12 S0.85 S0.65 S0.06 $0.19

1984-2002 Data from Commercial Operator's Annual Reports 
2003 PRia.IM INARY Estimates as o f 11/03 03

Prince William Sound
Avoragc Exvossel Salmon Prlco/Pound By Spoclos
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Prince William Sound
Year Chinook Sockeve Coho Pink Chum
19t34 S1.42 $1.03 $1.04 $0.26 $0.31
1985 $1.64 $1.40 $0.89 $0.23 $0.39
1986 $1.46 $1.50 50.90 S0.22 S0.34
1987 $2.15 $1.93 $0.97 $0.42 $0.47
1988 $3.28 $3.05 $1.99 $0.82 $1.06
1989 $2.26 $2.29 S0.63 $0.48 $0.43
1990 $2.33 $2.23 $0.95 $0.34 $0.73
1991 $1.72 $1.34 S0.74 $0.14 S0.62
1992 $2.75 $2.13 $0.97 S0.21 $0.61
1993 $1.69 S1.24 $0.81 $0.19 $0.66
1994 $1.49 $1.26 S0.73 SO. 19 $0.46
1995 $2.27 S1.55 $0.50 $0.21 $C 44
1996 S1.65 S1.3S $0.30 S0.09 $0.17
1997 $2.01 S0.96 $0.58 SG.14 $0.32
1998 $2.43 $1.49 $0.57 $0.16 $0.35
1999 $4.20 S1.69 $0.58 $0.14 $0.26
2000 $3.84 $1.40 $0.47 $0.15 $0.26
2001 $3.71 S1.11 $0.31 $0.14 50.40
2002 $3.51 $1.13 $0.36 $0.12 $0.16
2003 S3.40 S1.10 SO.45 S0.10 $0.18

http://www.cradfg.statc.ah.us


Cook Inlet 
Avorago Exvessel Salmon Price/Pound 
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Cook Inlet

Year Chinook Sockeye Coho Pink Chum
1984 S I .08 S0.97 S0.66 S0.25 S0.38
1985 SI.23 S1.22 $0.69 S0.22 S0.44
1986 S1.10 S1.44 S0.63 S0.15 S0.38
1987 S1.36 S1.55 S0.78 S0.41 S0.40
1988 S1.58 S2.54 S1.38 S0.66 S0.87
1989 S1.31 S1.72 S0.68 S0.39 S0.39
1990 51.50 S1.70 S0.76 S0.29 S0.52
1991 S I .20 S1.04 S0.53 SO. 12 S0.29
1992 S1.28 S1.59 S0.65 S0.15 S0.36
1993 S1.03 S1.05 S0.56 S0.12 S0.31
1994 S0.93 S1.45 S0.67 SO. 15 S0.29
1995 S0.99 S1.18 S0.49 SO. 17 S0.26
1996 S0.99 S1.19 S0.38 S0.07 S0.17
1997 S0.98 S1.16 S0.40 S0.14 S0.21
1998 S1.09 $1.08 S0.43 $0.15 S0.19
1999 S1.19 $1.33 S0.45 S0.16 SO. 18
2000 S1.21 S0.88 S0.46 SO. 14 S0.23
2001 $1.09 S0.65 $0.30 SO. 13 S0.29
2002 S1.15 S0.56 50.22 S0.07 SO.14
2003 S0.97 S0.60 SO.24 S0.05 SO.14

Kodiak
Avor*g< E*v«*»eI Salmon Pr.ct/Pound By Spcdts

o , ,»  , £>«#*>'1 4 Ca/e *  ' P • —*■ ■ httw I

K o d ia k
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Y ear Chinook Sockeye Coho Pink Chum
1984 S0.95 S1.01 S0.84 SO. 26 SO.34
1985 S1.38 S1.23 $0.78 SO. 24 S0.40
1986 S1.10 S1.42 S0.65 S0.20 S0.32
1987 S1.12 51.74 S0.82 S0.43 S0.43
1908 S1.45 S2.71 $1.28 S0.81 S 1.13
1989 • S1.79 $0.65 S0.55 S0.39
1990 51.06 $1.54 S0.75 S0.34 S0.50
1991 S0.72 S0.92 S0.57 SO. 14 S0.35
1992 51.02 S1.47 S0.57 SO. 18 S0.38
1993 S0.77 S0.87 S0.46 SO. 16 S0.29
1994 S0.73 S1.28 S0.67 S0.18 S0.23
1995 S0.69 S1.05 S0.40 50.17 S0.27
1996 S0.65 S0.90 S0.42 50.07 SO.15
1997 S0.64 S0.96 50.56 SO. 15 S0.19
1998 S0.71 S I .19 S0.37 SO. 15 S0.19
1999 S0.68 S1.08 S0.41 SO. 14 S0.19
2000 S0.66 S0.89 S0.49 SO.14 S0.22
2001 S0.72 S0.70 S0.24 S0.12 S0.32
2002 S0.37 S0.62 SO. 18 S0.08 S0.16
2003 $0.46 $0.53 SO. 16 SO. 07 S0.11

* Confidential Data

1984-201)2 Data from Commercial Operator's Annual Reports 
2003 PRELIM INARY Estimates as o f 11/03/03
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Alaska Peninsu la
Averago Exvessel Salmon Price/Pound 
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Alaska Peninsula

Year Chinook Sockeve Coho Pink Chum
1984 $1.07 $0.05 S0.65 S0.25 S0.30
1985 S0.98 $1.10 SO.77 S0.22 S0.31
1986 S0.77 S1.41 S0.70 S0.21 S0.35
1987 S1.21 S1.64 S0.91 S0.41 S0.38
1988 S1.35 S2.25 $1.22 S0.78 S0.79
1989 51.12 $1.50 S0.77 $0.34 S0.39
1990 $1.16 S1.52 S0.78 S0.30 S0.36
1991 S0.78 S0.89 S0.48 50.12 SO.24
1992 S1.01 S1.46 S0.64 SO. 16 S0.30
1993 S0.78 S0.80 S0.45 SO. 13 59.26
1994 S0.67 S1.00 SC53 50.15 S0.24
1995 S0.73 S1.07 S0.43 $0.16 S0.22
1996 S0.42 S0.88 S0.34 S0.06 S0.08
1997 S0.47 S0.96 S0.44 SO. 11 SO. 11
1998 S0.51 S1.21 S0.32 S0.15 50.14
1999 $0.46 S1.17 SO. 30 SO.14 SO. 12
2000 S0.47 S0.91 S0.27 SO. 13 SO. 12
2001 S0.27 S0.54 SO. 17 $0.11 SO. 12
2002 * • • * •
2003 S0.25 SO.52 S0.13 50.05 50.10

• - Confidentia l Data

Bristol Bay
Avorago Exvessel Salmon Price/Pound 

By Spoclos
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Bristol Bay

Year Chinook Sockeve Coho Pink Chum
1984 S1.03 S0.66 S0.77 S0.23 S0.30
1985 S0.96 S0.84 S0.70 S0.12 S0.31
1986 S1.01 S1.42 $0.67 S0.15 50.32
1987 51.17 S1.40 SO. 72 S0.18 S0.30
1988 S1.08 32.11 S1.40 S0.35 S0.47
1989 S0.82 S I .25 S0.71 SO .32 S0.26
1990 50.91 S I .09 SO. 73 S0.29 S0.27
1991 S0.67 S0.75 S0.60 SO.15 S0.22
1992 S0.93 S I .12 S0.59 S0.14 SO. 26
1993 S0.76 SO.67 S0.52 S0.25 SO.22
1994 $0.64 S0.97 S0.71 S0.12 S0.22
1995 S0.66 S0.77 S0.43 SO.14 S0.20
1996 50.51 S0.81 S0.31 S0.05 S0.11
1997 50.52 S0.90 S0.50 SO.07 S0.10
1998 S0.62 51.22 S0.48 S0.08 S0.10
1999 S0.53 s o .a . S0.72 S0.09 S0.10
2000 S0.46 S0.67 S0.41 S0.08 S0.09
2C01 S0.31 S0.42 S0.33 S0.09 SO. 11
2002 S0.33 S0.49 * S0.06 S0.09
2003 S0.30 S0.50 S0.30 50.03 S0.09

* Confidential Data
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Kate File 
4515 Trafalgar 
Juneau, Ak. 99801

March 22, 2004

Senator Wilken

To the Chairman and Members of the Senate Finance Committee:

I would like to thank all the members of the Finance Committee for 
considering my comments as you deliberate on SB 322. Please 
accept my apologies for not being present to testify. I am a fisheries 
committee member for Southeast Conference and there has been a 
meeting scheduled that is at the same time as today's hearing.

I speak in opposition to Senate Bill 322. In it's present form this bill 
would do great harm to an already overtaxed and over regulated 
industry.

My family is a fishing family in a unique position. Our boat and 
permit are paid for. If this proposed tax were implemented we would 
have to consider whether or not it would be cost effective for our 
crew and family to fish salmon. For those fishers who have loans it 
would be almost impossible to make expenses, pay their crew and 
take home income to live on for the winter. Several fishermen I have 
talked too say that Senate Bill 322 would completely wipe out their 
profit margin.

I believe this bill could work BUT in a different format. This bill is 
missing a major component Please bear with me as I start from the 
beginning.

Senate Bill 322 would stop the practice of taking cost recovery for 
regional hatcheries (like NSRRA & SSRRA) while allowing non- 
regionals (like Kake, DIPAC and Port Armstrong) to continue the 
practice of cost recovery.
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As you look at the information provided to you by Fish & Game on 
the Alaska Hatchery Commercial Common Property & Cost Recovery 
Return Data handout, you will see the regionals are within their 
salmon enhancement allocation goals. In contrast, it is the non- 
regionals who are in some cases taking far and above the Board of 
Fish suggested allocation goals for cost recovery.

In the Board of Fish findings the suggested salmon enhancement 
allocation goals for cost recovery are for regionals-70% to common 
property & 30% for cost recovery. Also keep in mind that regionals 
receive a 3% aquaculture tax in Southeast Alaska. For the non- 
regionals the suggested salmon allocation goals are 60% common 
property with 40% to cost recovery. Non-regionals receive No 
aquaculture tax and have no taxing authority.

Ac you can see it is NOT the regionals cost recovery practices that 
are affecting your average commercial fisher. I t  is the non-regionals 
who are taking far and above the suggested salmon allocation. In 
some hatchery operations; ou will see 74% and 89% being taken for 
cost recovery purposes. This practice is harmful to commercial 
fishers.

The component that is missing to SB 322 is to regionalize ALL 
non-regional hatcheries. The only way taxing fishers to replace cost 
recovery is going to work is if you eliminate ALL cost recovery fishing 
in that region.

To benefit the fishers of Southeast Alaska we would need to take all 
hatcheries in the region and create a single regional association. This 
would also benefit the region by decreasing overhead administrative 
costs.

I ask that serious consideration be given to this suggestion. Many 
fishers feel that if the bill were amended in this way it would go a 
long way to help stabilize the salmon industry. It would also help 
hatcheries reach their full potential and be of benefit to the 
commercial fisher.
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This bill as it is written now will NOT help the commercial fleet.
It will make a bad situation disastrous. I ask that you NOT approve 
Senate Bill 322 in it current form.

I thank you for your time and service to our state.

Sincerely,

Kate File
Commercial Fisher
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Richard I. Eliason jr. 907-747-8111
709 Sirstad street Cell 907-738-8111
Sitka, Alaska 99835 salmo@gci.nct

3/24/04

Senate Finance Committee

I’m writing in regard to SB322, being a salmon fisherman for 30 years and a current lember o f 
the NSRAA board o f directors, although representing myself. I felt compelled to wr..e, in hopes 
not to add to the already muddled waters.

My main concern about SB322 is the public sentiment about imposing taxes on an already 
burdened industry. In reading the bill one can see that the regional aquaculture associations will 
have the authority to indicate what boundaries o f  the region in which the salmon enhancement tax 
will be levied, this I think may be the concern o f  the public. I would suggest striking section 4,3,C 
and adding an amendment to the bill in which the tax may only be levied in a special harvest areas 
(5 AAC 40.005 sec.c). By doing this it would alleviate the fear that a regional aquaculture 
association can assess a region wide tax, thus taxing someone not catching enhanced fish.

Points to consider:
• One can’t assume that all fish caught are enhanced fish.
• This bill would allow regionals to eliminate Cost Recovery giving fisherman an upper hand on 

their markets.
• This bill would eliminate higher fish prices being paid to the regionals through cost recovery 

and possibly provide the fisherman a better price for their catch. Historically regionals have 
been paid more money for their Cost Recovery fish than the fisherman in the same area, 
catching the same fish.

• In lieu o f  Cost Recovery a fisherman in a Special Harvest Area will pay up to 30% of his catch 
towards operations o f  a regional.

• 5AAC 39.220 Policy for mixed stock salmon fisheries, mandates ADF&G to manage wild
stock fisheries with the highest priority, tiiis not allowing regionals to dictate what happens in
mix stock fisheries. Most fisherman agree with this policy.

• Hatchery Allocation Policy allows hatcheries to take up to 30% o f the returning run(plus
brood stock) for cost recovery. Not sure o f stat.”' number.

• If  SB322 is passed, it will have many more hurdles to overcome before it’s implemented. I t’s 
still a good tool in the tool kit.

RI Eliason jr. 
Sitka

mailto:salmo@gci.nct
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U nited S o u th e a s t  A laska G illnetters
PO Box 23378, Ketchikan, AK 99901 Phone & Fax (907) 247 2471 Emaii:uBci_glllnetiers@att.net

March 28, 2004

The Honorable Gary Wilken, Co-Chair 
Senate Finance Committee 
Alaska State Capitol, Room 514
Juneau, AK 99801 Send Via Fax to: 465-4714

Dear Senator Wilken,

The United Southeast Alaska Gillnetters (USAG) is an association of about 150 small 
business owners who catch salmon by drift gillnetting in Southeast Alaska and market 
salmon throughout the United States. Many of our members also participate in other 
fisheries such as crab, shrimp, longline, and dive fisheries.

USAG is opposed to SB 322 that would permit the rate of salmon enhancement tax to 
increase by increments up to a limit o f thirty percent of a fisherman’s gross earnings. 
The fishermen represented by USAG do riot support any increase in directed taxes on 
their gross earnings. Our fishery simply does not generate enough income to support 
any additional directed taxes on our gross above the 3% enhancement tax and the 1% 
marketing tax that are currently in place. We understand that this legislation, if passed, 
would not itself result in additional taxes, it would only enable areas interested In 
additional enhancement taxes to vote on a proposal to increase this tax. W e are not 
interested in having this option for ourselves, or having it available to other salmon 
permit holders in our area. We are not interested in replacing the funds our 
enhancement facilities generate from their cost recovery fisheries with funds from an 
increased assessment on our gross income.

There are numerous arguments that can be made concerning the desirability of the 
current cost recovery program used by the regional and non-regional aquaculture 
corporations in Alaska. One basic fact is that they have worked, and allowed the 
corporations to produce the volume of salmon necessary to keep our fleets viable in this 
changing world of global competition. In general, regional aquaculture associations 
have been able to sell the cost recovery salmon for a higher price than fishermen have 
received based on the grounds price offered by processors. This is because 
associations have been able to offer for bid an assured volume to processors that 
allowed them to amortize their fixed costs over a higher volume of product. The 
difference in spread is a price differential that fishermen would have to make up out of 
their own production if hatcheries were completely funded from a fisheries assessment.

mailto:uBci_glllnetiers@att.net
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It is also significant that, specifically in Southeast Alaska, the three salmon fleets are not 
similarly situated concerning their ability to catch salmon in terminal areas. The seine 
fleet, is at least 5 times as effective as the yillnet fleet when significant volumes of 
salmon are present. The troll fleet can only be effective in terminal areas if large 
numbers of salmon congregate in an area and the schools offish are not broken up by 
the activity of the net fleets. Given this situation, why would the fleets vote to implement 
an increased salmon enhancement tax if SB 322 was passed? Wu don't think they 
would, however, we do not relish the idea of spending a significant amount of precious 
capitol and energy debating the issue should a small group of vocal fishermen force the 
issue to the agenda.

The argument has been made that our current cost recovery programs are a tax on 
fishermen just as an increased enhancement tax is. This is true. The real argument is 
whether the tax (funds to run the associations and produce the fish) is most efficiently 
developed by a cost recovery program or a direct tax on fisherman's gross income. We 
believe that as long as commercial fishermen control the boards of directors of the 
aquaculture associations, the current system is the most fair and equable program for 
all the fleets.

One final comment on this legislation. Should you pass SB 322 from the Finance 
committee, please leave the requirement for a vote in the bill. We would like to see the 
passing vote requirement increased to a super majority of 60% which is not surprising 
based on the arguments we have put forth above.

We ask the Senate Finance Committee to not support this bill or pass it out of 
'ommittee. We appreciate your consideration of our position on SB 322.

Yours truly,

Kenneth Duckett 
Executive Director

cc: Senator Lyda Green, Via fax to: 465-3805 
Senator Con Bunde, Via fax to: 465-3871 
Senator Ben Stevens, Via fax to: 465-3872 
Senator Fred Dyson Via fax to: 465-4587 
Senator Lyman Hoffman Via fax to: 465-4523 
Senator Donny Olson Via fax to: 465-4821 
UFA, Via email
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CS FOR SENATE BILL NO. 326(STA)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TW ENTY-THIRD LEGISLATURE - SECOND SESSION

BY THE SENATE STATE AFFAIRS COMMITTEE

Offered: 3/5/04 
Referred: Finance

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE LEGISLATIVE BUDGET AND 
AUDIT COMMITTEE

A BILL

FOR AN ACT ENTITLED

1 "An Act relating to investments of Alaska permanent fund assets; and providing for an

2 effective date."

3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

4 * Section 1. AS 37.13.120(e) is amended to read:

5 (e) The corporation m ay not borrow money or guarantee from principal o f the

6 fund the obligations o f others except as provided in this subsection. With respect to

7 [REAL PROPERTY] investments o f  the fund, the corporation may, through an entity

8 in which the investment is made, borrow money if  the borrowing is without recourse

9 to the corporation and the fund.

10 * See. 2. AS 37.13.120(k) is amended to read:

11 (k) The board shall establish and from time to time as necessary modify

12 guidelines for the investment o f  the assets o f  the fund. Before adoption o f  any

13 guidelines, the guidelines shall be reported to the Legislative Budget and Audit

14 Comm ittee for review and comment. Notwithstanding (iz), (li). and (j) o f this section

SB 0326B -1 - C S S B  326(S T A )
New T e x t  Underlined [DELETED TEXT BRACKETED]
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1 or the percentage investment limitations under (i) o f  this section and so long as doing

2 so satisfies the prudent-investor rule under (a) o f  this section, the board may invest up

3 to _10 [FIVE] percent o f  the total assets o f  the fund in either or a combination o f  the

4 following:

5 (1) other types o f  investments not specifically listed in (g) o f  this

6 section;

7 (2) categories o f  investment subject to the percentage investment

8 limitations established in (i) o f  this section, even though investing additional assets in

9 a category will cause the aggregate investment in the category to exceed the applicable

10 percentage limitation.

11 * See. 3. This Act takes effect im m ediately under AS 01.10.070(c).

C S S H  3 2 6 (S T A )  -2 -  S B 0 3 2 6 B
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Revision Date/Time (Note if correction): 
Title Permanent Fund Investments

Fiscal Note Number: 1

Bill Version:

(£) Publish Date: 3/5/04

MAR 2 9 200A
SENATE FINANCE 

OQMM1TEE

C S S B  326(STA)

Dept. Affected;______________Revenue_____________
'RD U  AK Permanent Fund Corporation
'Component AK Permanent Fund Corporation

Sponsor
Requester

Rules by request of LBA
Senate State Affairs Committee

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

109

Note: Amounts do not include inflation unless otherwise noted below.
O PERATING EXPEN D ITU RES FY  2005 FY 2006 FY  2007 FY  2008 FY  2009 FY 2010

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TO TA L OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

C A P ITA L EXPEN D ITU RES

CHANGE IN REV EN U ES ( ) \ \

FUND SO URCE (Thousands of Dollars)
1002 Federal Receipts
1003 G F Match
1004 G F
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TO TAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY  2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

A N A LYSIS : (Attach a separate page if necessary)

The existing manager fee budget of $40 million is sufficient to cover any changes in investments under this 
legislation.

Prepared by: 
Division

Robert D. Storer, Executive Director Phone 465-2047
Alaska Permanent Fund Corporation Date/Time 2/24/04 9:37 AM

Approved by: Steve Porter, Deputy Commissioner
Agency Department of Revenue______________

Date 2/6/2004

(Revisod 12/2003 OMB)
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