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COMMENTS ON A.D. LITTLE[#¥gAMED/£R0POSAL (June 9, 1978)

George W. Rogers,

The most recent revisions to the A.D. Little pr.posal originally made
on May 5, 1978 go a long way to clearifying and making more specific
What the mommimdmm consultants proposed to do. The project is now

orgsanized into two phusess (1) .analysis of previously collected studies

and research (foruer tasks 1 through 3), and (2) analysis and strategy

('tnsk.f:‘. 4 through 9). Bditorial changes in the deserintions of the first
three tnsks mrke it cleir that they will be limited tu collection and
compilgtion. For exnmple, instead of saying "We will identify by species ,.."
as in lLhe original version, this now more nccurately reads "We will collect
exisiting dota snd studies which identify..." Siwilar changess have been
made ‘uroughcuts. Sources ol exiusi ting data have been more n :curantely
doveribed (eege "U.S. morine fish ries renorigh gommmnm nov readg
"U.S.National Marine Fisherics Service data and reports."). The Alaska
Depnrtment of Fish and Game is now listed as a source of data and reports,
This may sound like a auibble, but I do believe it indicates that the

firet version was done in a big hurry without ndecuste checking on what

alrendy exieted and what the sources were

The last revised version nlmondmsenppnon cives an inoie tion of
the time-effort dmmommm plinned to be devoted to esch phose. The first
thrde tasks unider vhase one, which ure prim wrily for the benefit of the
consultants in bringing them up to dnte on the present state ol knowledge,
will be limited to npproxiuntely 1% wmercent of the ef''orts Thin is n more
Justifiable division of effort, :lthouzh the cost probably should be shared
by the concultint and not placed tot2lly on the c¢lient.

Within the vecond phase, snalysis and ot ntegy, the siructure or
model oi 1 "likely future industry" has been revised to 'lect theadditions

dimensions procent becnuse of species and geo;: phic i setec. Also

included for purposes of compurison nnd analysis will be ..wmilar constructs

PLEASE REPLY BY AIRMAIL
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of non-Alaskan based alt2rnatives which will be attractive to investors
and developers and which must be considered in the design of programs to
offset any advahtages inherent in such az2lternatives.

Under task 6, determination of infrastructure reuuirements, there has
been added the following: "Our siaff will personally visit all of the regions
outlined on page 14 of this proposal. This will give us direct exposure to
each of the resions of' the Alaska coast," Given the time limitations of
the project, the difficulties of trnvel and schedules to all of the Alacka
constal nrens, and the exisitance of a large and detailed body of knovledge
and information in such places ns the Dep rimentsof Community =nd Hegional
Affnirs, Labor, [ish and Geme nnd the Coast Zone lianagement office, I

uesiion the need for this element, At most it should be limited to a sampling
or highly sclective visitantion with reliance upon matcerinl ~lready in hand
to T'ill out the background,

Ta sk 9 ddscribes the final product as a "eritical path chart®

Wwhich would include tacticnl plans and progrims,etec. This would be n far
more useful tool Lor future planning and implementation than the "cook book™
appronch anparently envicicned by dr. Kdenso at the June 8 mecting. This

not only would nllow the optimum nmount of tlexibilty in #uture development
of pro rams, but mewulininnomapmar could incorporste the progress nlreddy
made by the begi lnture « 4 the Governor slong n similsr Modmidm "eritical
path."

L, adaition to the nmumes of the proposed s bal’t members, mm you should
nlio be provided with some information on their L ekrrounds nnd experience,

dithout n budget (hhich hos been missing from nll versions I have been

provided ;ith) it is not possible to judge the appropristences of the

(=]

$210,00 price tag.

PLEASE REPLY BY AIRMAIL
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Dear Jim: ) g 1-8059 (Revised)

rawT-ﬂO
We are pleased to submit thiaxproposal' 0 assist the State of Alaska in
determining how to best encourage the development of its fishing industry.

BACKGROLIND

The State of Alaska is seeking ways to diversify its economy. Arthur D.

Little, Inc., recently concluded an analysis of Alaska's economy identi-

fying sectors and industries that hold potential for economic development
and diversification. One of the areas identified was fishing.

The extension of U.S. territorial waters to 200 miles by the enactment of
the Fishery Conservation and Management Act of 1976 gives Alaskan fishermen
access to a large supply of bottomfish previously taken by Japanese, Russian,
and other foreign fishing interests. In the past, foreign fishing fleets
have taken more than 4 billion pounds of Fish annually from waters off

Alaska, compared to only 800 million pounds caught by U.S. fishermen in
the same waters.

Fishery products currently are second only to oil and gas as a contributor
to Alaska's economy. Expansion of Alaska's fishing industry would Increase
opportunities for fish processing in the state, an activity currently
accounting for more than one-third of Alaska's manufacturing employment.
Bottomfishing would also reduce the seasonality of both fishing and proces-
sing employment because these Fish can be taken year round.

CAMBAIDGE MASSACHUSETTS
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PURPOSE OF THE PROJECT

It is the policy of the State of Alaska to encourage the rapid expansion
of its existing fishing industry (prima-ily a "near-shore" industry), to
promote major entry into the "off-shore" fishing industry, and to develop
permanent on-shore processing facilities for fish harvested in Alaskan
waters. -

It is the purpose of this project to determine the strategic actions
which should be taken by the state to assure the accomplishment of these
goals. It is believed that Alaska is in competition with foreign and
other U.S. West Coast regions for the location of on-shore processing
facilities and basing of the fishing fleets. The strategies developed
must specifically deal with the current and expected competition from
both domestic and foreign interests.

APPROACH
We have divided this project into nine separate tasks:

! 8 Resource Description and Analysis

24 Inventory and Description of Current Fishing and Processing
Operations in Alaska and Its Waters

3. Identification and Analysis of Regulatory and Support
Programs of Other Domestic and Foreign Covernments

4, Analysis of Successful Regulatory and Support Strategiles
of Other Domestic and Foreign Covernments

5. Development of a Profile of the Likely Future Industry
Structure

6. Determination of Future Industry Infrastructure Require~
ments

F N Determination of Likely On-shore Impacts of an Expanded
Fishing Industry

8. Recommendation of Objectives and Identification of
Stratagies to Pursuc

9. Development of Implementation Plans and Programs for
Alaska
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Throughout this proposal we will refer to the "fishing industry.'" Unless
otherwise noted, we mean that term to include:

® On-shore - fishing activities such as processing,
marketing, etc.,

® Near-shore - fish harvesting such as the salmon and
shell fishing which currently dominates the Alaska- 0 b
based_iuduW A —e #;t - n..m.w H‘rﬂ
Qs s, e Levara: T r‘:(..rl,u_, cfafaf: Selideds.
] Off-shore - fish harvesting such as the bottomfishing uo.r y227 dh‘ruf-. o Lt
which foreign interests have dominated. /.-m '4t| RS N TR T T ,{/,!
SN v temas i 1 Sttt . s o fl ! i‘:’ &7 J{Nu P L
We recognize your desire to complete the study wlthin 17 weeks, To meet
this time schedule, we will rely extensively on existing research material
and personal interviews conducted by our staff.& We are prepared to start
work immediately upon receipt of your authorization,

-Du w'l*v Tt
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Task 1 - Resource Description and Analysis o x %z- €
colleet exstire data anl cfodimr Whitchh Gk Ty TR
We willpidentify by species and location and characterize (quality, age B E\“Q.
distribution, parasites. etc.) the fish resource base within Alaska's -':Qf'.' .?ha'
waters. We will examine the dﬂtl currently available concerning his- . (‘:’ [ WQ.E
torical and current catch .-md e levels of fish taken in these | 3’_3._> 1.y
waters. We will also collecY) at r?bﬂrci y‘.;‘heﬂf turgysustainable | &8 '§:~.
yield levels of individual s ecic‘ﬁ' by the North Pacific . ~;§'_’.
Fishery Management Council. | W ®YT
eq sty Lyom ol L& 2 o
We will use datapsources as: | N S8
i 3¢
° United Nations field dnta | \_f.%‘\: > 6
5 ~aNx
j).n.'u’)‘ f .y R 5 <_ 5 1 o= =~ .._,.’%
s U..-—S-—mr-i-mr'ﬁﬂi"'i"[_{, r'éports [F1SHeics oERICE /_/ff o \
F A
3
] Pretimlaacy fishery management Elmm of the North Pacific O &
Management Council = i I |
~ ° J
° Pacific Packer's Report S leg=N
331
° Pacific Rim Development Commission s i
: ;1 | 71.
@ National Oceanlc and Atmospheric Administration reports ':gg j
, |y -
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WORKFLOW AMONG TASKS
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Foreign fish catch reports to the U.S. Department of
Commerce

® Studies presently being done for Alaska

We will also interview representatives of federal, state, and local agencies;

trade associations, corporations, and fishing commissions; and university
experts.

Task 2 - Inventory and Description of Current Fishing and Processing
Operations in Alaska and Its Waters
(ollect ex'ciing doda w)hich
We will,inventorfy¢and describesthe current foreign and domestic fishing
op-rations in Alaska's waters. We will idewnedtss sock {0y mait/on covers "3.

@ Countries and companies involved in fishing,
Size, type, and number of boats engaged,

Methods of harvest,

Type, level, and locations of land-based and
floating processing facilities,

Estimated value and method of marketing the
catch, and

® Markets currently served.

«." -
Expansion of Alaska's fishing industry is predicated on a sustainable market
demand. We will atsmmpbi—to-ddentaddy existing and potential mark;}s Eor*rél”
canned, fresh, frozen, and processad Alaska fiqh products Our Inw
@atian will include: A e s

\\._.J"‘jliu-r- ,;1)CQYHV'LJ’0/U W
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An estimate of tonnage and dollar volume of the
markets in selected areas,

An analysis of prlce trends,

An identification of marketing methods used by <sséin
sebur domestic and foreign fishing operatlions,

An identification of import restrictions or other regulatory
barriers to entering foreign markets,

A projection of future demands, and
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An investigation of the market share potential
for Alaska's products.

This review will help us determine the most likely markets for Alaska's
fish products.

Task 3 - Identification and Analysis of Regulatory and Support Programs
of Other Domestic and Foreign Governments'

An important element in the expansion of Alaska's fishing industry will

be an analysis of the strategies employed by other countries or areas to
support their fishing industries. We will identify and analyze the steps
taken in the eastern United States and by European and Asian countries in
support of their fishing industries.

Many foreign fishing operations receive some form of subsidy from their
governments to participate in fiching. We will seek to identify cthe
objectives of specific support programs, the levels and types of supports
provided, why any subsidies are necessary, and the programs they are
expected to pursue in the future. This analysis of the external subsidies
provided by foreign countries will help us identify strategies, and support
programs can be developed for Alaska's fishing industry that are consistent
with the needs of the industry and the goals of the state.

We will also identify the important regulatory programs which are or have
been used to encourage the development of regional fishing industries and/or
to protect existing regional or national fishing industries.

The Fishery Conservation and Management Act of 1976 established specific
rights and regulations regarding the fish within the newly created 200-mile
territorial waters. We will analyze the implications and probable effects
of this act and other applicable federal, state, and international regu-
lations cn the expansion of Alaska's fishing industry. We will include a
review of the Jones Act and its implications for Alaska. We will also re-

view implications for Alaska of U.S. Import duty on fishing equipment other
than vessels.

We expect to vtilize the services of a European consulting firm experienced
in foreign fishing operations and to conduct interviews with domestic and
foreign governments and companies involved in fishing operations.

Task 4 - Analvsis of Successful Regulatory and Support Strategies of Other
Domestic and Foreign Governments

Based on the results of Task 3, we will identify those regnlatory and support
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strategies which have worked best for others ard/or appear to offer the
most promise for use in Alaska. These programs will be further analyzed
to determine their applicability to conditions in Alaska and to estimate
the possible costs and bunefits of implementing similar programs. K

Task 5 — Development of i Profile’of the Likely Future Industry Structure
e stvoetore Or-m-ten:-k@ ,muﬂv\,
Having examined the size of the resource base,and future market demands
for Alaskan fish, we will project the pot‘ential size and describe the
likely structure of an expanded Alaska-based fishing :lndus.l:r_w,'__‘1 Vemarill-
1d entifi-and—sewewiire :

e

—

The number and type of ships necessary to optimally
utilize the fish resource,

° The number and type of processing facilities (both
floating and land-based) needed.

° The regions from which we expect the various fish resources
to be harvested and processedand X o Lpyav ke o0 oo/ o
LDe 4V idesl,

? Broad cost estimates for the ships aud processing
facilit.es,

® Probable domestic and foreign competition for the
Alaskan resource.

° Industry revenues under high, medium, and low
,//' development scenarios.

The Alaska Department of Commerce and Economic Development recently con-
tracted with two firms to explore bottomfish processing In an effort to
collect daga and, encourage the development of a shore-based Alaska industry.
We will M t.ho Information developed in tbcqg rl.llt“ﬁ‘il ;fhc i(.‘iull.h of
personal interviews, and published Information tom M—-
padae! = renrUEI UL bkie@uadae - qunnﬂshiawm"-th
pany, We—iilli-estinsee—the—talabsrwritrs Cagudsementor—probi Hea—tay onses ,
QP BN -kt ot (1] - LIS il L L v BOPrET e TRt oanbe [ Pi-be o reemfart Om- ..

par Lson pacpeses. and  to=AYNEISEHET DUCLA I1-REtraettveness—of an Alaska

bot tomidwnI®g Andrstry, we wtll: compare the risks-and €inancinl rewards
associated uwmﬁﬁ—wwm&mmu

F‘I l.“! Hl : : ¢ i ol .

Task 6 = Determiration of Future Industry Infrastructure Requirements

The level of Industry development and the timing associated with expansion
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of Alaska's fishing industry will depend;on the availability of certain
infrasturcture support such as docks, transportaticn, and distribution
facilities; of a trained or trainable labor force; and of various supply
and service support industries. We will seek to identify the types of
infrastructure nzeded at both the local and state levels and compare these
requirements with the existing infrastructure.

Our infrastructure analysis will be done on a regional basis taking into
account the existing regional facilities and the fish resources we expect

to be hairvested and processed from the regions. A description of these /
regions is attached hereto.

For the support activities or facilities which we find need to be
developed, we will inricate which types tend to be devr Loped by the pri-
vate sector and w.ich by the public sector. We will prepare order
of magnitude cost estimates for the publicly-financed and supported
infrastructure needed by the fishing industry.

We will gather information about the experience of other geographic areas
with a fishing and flsh processing Industry. We will also rely on previous
Arthur D. Little work in establishing fishing industries in developing

economies, and on interviews with people currently engaged in the fishing
industry.

We will compire critical Infrastructure needs of an expanded fishing
Industry with the infrastructure that now exists in the regions.
This information will help determine desirable future sites for both pro- \
cessing and fleet location. By (oncentrating funds and development efforts
into thos: communities that come closest to meeting the demands of a growing |

fishing Industry, the state can better promote entry and development of
this industry. Q———— — /

Task 7 - Determination of Likely On-shore Impacts of an Expanded Fishing
Industry

We will identify probable direct and indirect benefits associated with the
expansion of Alaska's fishing Industry. Examples of direct benefits to
the Alassan economy might include:

(] Increased tax revenues,

Employment Increases,

Smoothing of employment seasonality,

Feconomic diversification and utilization of renewable
resources, and

|
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° Increased gross state product.
Indirect benefits might include:

@ Development of ancillary support businesses and services,

® Stimulation of other sectors of the economy due to the
multiplier effect associated with increased income and
spending, and

[ Development of a more complex stiate infrastructure
! network.

Our analysis will also identify potential negative impacts of the expansion
of the fishing industry, such as:

@ Environmental degradation,
& Industry ownership by non-Alaska interests and

subsequent "leakage'" out of the Alaskan economy,

and i
® Changes in native villages or life-styles.

Task 8 - Recommendation of Objectives and Identification of Strategies to
Pursue

We will work with you in establishing spec.fic attainable objectives and

timetables for the expansion of Alaska's fishing Industry. We will then ]
develop strategics to accomplish the objectives. These strategles will
define the role the state should play in encourazing the development and
expansion of Alaska' 3 fishing Industry., SO

In exploring approprlate roles of the state, we will fdentify current federal
and state fishery programs and funds, and suggest how these might best be \
utilized so that stute efforts will not duplicate current federal funding :
programs. We would also consider other federal programs, e.g. community

ﬂuvuluqmont. economic development administration funds, ete., which might
€ Juscd.,

The state might encourage development through direct or indirect incentives.
Direct Incentlves might {nclude the attraction of capital Investment by

providing: f— | | e [édL
s Z/Mf%/é 2% ?'/é?[z//ef-/.l? _£ : gﬁ/%x

n M/ Lt&f /' % i -'.d/ {
[ aw ,wr /c ey ik, pell
.‘_.' %4 "’: leade ,c& “» 7L It ¥ um..- Vel evio., 44‘;(,&//'//“ é
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P ice. copports

Long-term capital in the form of loans

Loan guarantees
] Operating subsidies
® Equity capital
Indirect incentives would include such supports as:
® Regulatory programs
Infrastructure development

Loans provided to local governments impacted by
increased service demands generated by the bottom-
fishing industry

Financial support for ancillary services
L] Manpower training programs

We will identify and recommend appropriate roles consistent with the
state's objectives. For each role we will develop estimates of:

» The level of funding necessary to spur development
® The type of development funding

The financial risks and paybacks associated with the
role

The impact of recommended programs on the fishing
industry

Task 9 - Development of Implementation Plans and Programs for Alaska

We will recommend tactical plans and programs designed to accomplish the
objectives and strategles rocommended, The tactical plans and programs will
contaln timetables, specific steps necessary and estimates of the cost ef
{mplement ing the programsg Examples of tactlcs that might be considered

include: o
2 a :O \ ‘-' / l./) & . ; ( CJ Ly (,l\’ /o/‘.m-\_,
. '.‘_ .l_' ) & 4 : z . ' v )
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Corab)li+y poscd oM ent fi1g orrgle pPuYpoTe o ra.r .
e . Expansion of existing operations through state-supported

financial incentives (subsidies, loans, infrastructure
development, etc.).

L] Joint ventures witli foreign or other non-Alaska operations.
® Attracting non-Alaskan enterprises to relocate in Alaska.
e Fostering industry growth through the native corporations.

-e——Markesdng-of- Mlaskasg-bot COmP LSt P a TSt Uahe L mh . .-
. PEOLAUBD O

] Establishment of an industry association to promote
Alaska-branded fish products, etc.

Staff Responsibility

i
I will be 1é:£hgkge of the program, and will look to you for general
direction ané‘policy decisions on behalf of the State of Alaska. Associated
with me will be other staff members with backgrounds particularly appro-
priate for this study, including: Mr. Gregg Doyle, Mr. Francis Adamson,
Mr. David Hurley, amieegrtt=e==HFERAL.~ 4 A7) Curlli'ena QM AgE ¥

-

Scheduling and Reports

We expect to complete the project within 12 weeks as you have requested.
At the conclusion of the program we will make an oral presentation of the
long-range and short-term developmental programs that we see as necessary
for Alaska to optimally utilize the bottomfish resource. Four to six
weeks later we will submit a written analysis detailing the developmental
plans and the background data we have collected. We will make two interim
oral reports on the progress of the project: the first at the end of week
six and the second at the end of week ten.

COST AND DURATION

For the work outlined above, we proposec that you authorize a budget for
professional services and expenses not to excoed $210,000 without prior
approval. Expenses will Include such ltems as travel, communications,
report production, and directly related costs. Our Involces, which are
payab. 2 upon receipt, will be submitted in accordance with the following
schedule and in the amounts indicated:

On the filrst of the second calendar month In which
this agreement is effecrive - §70,000
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One month thereafter - 570,000

Two months thereafter - $70,000

After completion of the wori: when all our charges are known, we will sub-
mit a final invoice based on our records of the total charges, for both

professional services and exp=2nses.

GENERAL PROVISIONS

Qur work for clients is conducted on a confidential basis, and we will
treat information developed hereunder in accordance with our established

professional standards.

Since announcement to the public of our working relationship, either while
it is in progress or afterward, might be mutually beneficial, we will
discuss with you any opportunities we see in this area. Of course, the
details of any such announcement would be confirmed in writing by

both parties.

Our work will be on a best efforts basis. We trust the results will

meet the objectives sought, and we have assigned to the work professional
personnel having the required skills, experience and competence. In

any event, our liability for damages direct or consequential resulting
from this work will be limited to the amount paid us hereunder,

Any change in this agreement shall be confirmed in writing. This agree-
ment shall be interpreted according to the laws of the State of California.

Our agreement may be terminated on 30 days' written notice by either pariy,
or within such lesser time as we may find necessary to conclude the work
currently under way and summarize our findings for you. In that event,

you will be responsible only for the professional services and expenses
tvnich have been committed to that time.
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ACCEPTANCE

We look forward with great interest to working with you on this project.

If this proposal meets with yo.r approval and you would like us to proceed,
please sign and return the enclosed copy within thirty days. Should you
have any questions or wish mo:e time to consider our proposal, please let
me know. '

Very truly yours,

e VR

Lauren S. Ward

LSW/ck
Approved for Accepted for
ARTHUR D. LITTLE, 170.7 OFFICE OF THE GOVERNOR
by (R Wit o W~ By
A?chorized Contracting Officer
Title

Date
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APPROXIMATE DESCRIPTION OF REGIONS TO BE ANALYZED

The regions we initially intend to analyze are those outlined in
the Application from the State of Alaska for Saltonmstall-Kennedy funds
and are, approximately, the following:

Region 1 - Extends south of an imaginary east-west line
connecting Chirikof Island and the East Coast of the
Alaska Peninsula, and includes, therefore, the Aleutian
chain.

Region 2 - Extends North from the Northern boundary of
Region ! to an imaginary East-West line connecting Afoghak
Island and the East Coast of the Alaska Peninsula, and
includes, therefore, Kodiak Island and its surrounding
area.

Region 3 - Extends North from the Northern boundary of
Region 2 to the Alaska mainland, and includes, therefore,
Cook Inlet, and East to an imaginary North-South line be-
ginning just West of Cape Yakataga.

Region 4 - Extends East and South from the Eastern boundary
of Region 3 along the Southeastern Coast and adjacent
islands to an imaginary Northeast-Southwest line extending
from Windham on the mainland and crossing Baranof Island.

Region 5 - Extends Southeast from the Southern boundary of
Region 4 throughout the remainder of Southeastern Alaska,
including, therefore, Petersburg, Ketchikan, Prince of
Wales Island and the surrounding area.

Regions 4 and 5 will be combined for our analysis and an additional
region will be added which will cover Bristol Bay and the Bering
Sea area.
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