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Bristol hay upartno report

purpose

For the purposes of this report, subjects have been
consolidated and selected quotations used to illustrate the
concerns and perceptions of individuals appearing before the
committee. The report does not attempt to present the Task
Force"s views or comments during the hearing, but rather to
let the individuals in Bristol Bay express their concerns~.Kn
their own words.

This 1is not a final report. Additional hearings will

be held in Juneau on March 16 on the same subject.

INTRODUCTION

On January 28, 1981, Senate President Jay Kcrttula re—
quested Senator Pat Rodey, the Judiciary Committee Chairman,
to examine the public safety problems which occurred in
Bristol Bay during the 1980 salmon season price dispute.

After a preliminary examination, it became clear that
the public safety problems could not be divorced from the
greater issues of price negotiation and resource utilization,
and so the scope of inquiry was enlarged to adequately
address the problen.

Senator Rodey was contacted by Avrum Gross, the
Governor®"s appointed director of the Bristol Bay Task Force,
about working together on the matter. Senator Rodey agreed
to do so in order to speed the hearing process and to avoid
unnecessary duplication of effort.

Senator Sturgulewski, Chair of Legislative Budget and
Audit, was appointed chair of the Bristol Bay hearings, with

Senator Illohman invited as the representative of the District.



Several members of the House representing fishing
constituencies also expressed an interest in participating
in the hearings, with the House delegation composed of
Representatives Chuckwuk and Hurlbcrt.

The hearing board attending consisted of:

Senator Sturgulewski, Chair
Representative Hurlbert
Representative Chuckwuk
Representing the Governor®s Task Force were:
Avrum Gross, Director
Commissioner Nix, Public Safety
Commissioner Skoog, Fish and Game
Commissioner Webber, Commerce & Economic Develop—
ment
Commissioner Williams, Commercial Fisheries
Entry Commission
Mike Whitehead, Governor®s Office
HEARINGS

The initial hearing was held in Dillingham on February
28, from 6:30 p.m. to 10:30 p.m. The hearing was attended
by approximately seventy individuals and reached a larger

Bay audience by being broadcast over KDLG of Dillinghanm.

The committee heard testimony or questions from:

Joe McGi 3 Val Nick Angasan
Andy Golr-". Lyman Smith

Joe Clark Jim Bingman
Jerry L.ibof Dave McClure
Fred T. Angasan Mark Segcr

Mitch Kink Thomas Crandell
Kay E. Larson Dorothy Hummer
Robin Samuclson Leon Branswell
Jack McBride Carl Larson
Laura Schrocder Stan Small

The second hearing took place in Naknek on March 1,
from 12:15 p.m. to 3:30 p.m., and was attended by approxi-
t
mntely thirty individuals.

The committee heard testimony or questions from:

John Eckert Mike Hnknln

Mitch Kink Anthony Bnlnchi

George Gottschalk, Sr. George Cottschalk, Jr.
Harvey Samuclson Monty Handy

John Lundgren, Sr. Allen Aspelund

Richard Johnscn Ralph Angasan



Ne/s A. Anderson, Jr.
Box 234
Dillingham, Alaska 99576
Phone: (907) 842-3302 236(?P 1- 1V P [1
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April 8, 1901

APR 13 1381
Senator Arliss Sturgulewski
Pouch V
Juneau, AK 99811

Dear Senator Sturgulewski:

Thank you for the copy of the report on Bristol Bay prepared by yourself and
Senator Rodey. I have read the report and found recommendations 5 and 7 as
the most crucial suggestions for solving Bristol Bay market problems.

Recommendation 5 is a very important program that needs to be implemented this
year so that fishermen will be ready for next year. Fishermen need to reach
out and contact buyers in the Lower 48, Europe and the Far East. I believe
that such contact will make fishermen aware of how much demand there is for
their product and allow buyers to see how much product there is available. I
hope the Legislature develops this program post haste.

Recommendation 7 is the key to solving Bristol Bay marketing problems in the
short and long term no matter how the nature of the fishing industry evolves.
Seafood Industrial Parks in Naknek/King Salmon and Dillingham should be developed
to attract local people to process salmon. These parks should provide all the
necessary utilities, roads and access to airports for efficient transport of
salmon from the fishing grounds to the market place.

I urge the Legislature to take immediate action to design Seafood Industrial
Parks to expedite construction. Increased capacity to handle surplus fish
needs to be created. I believe local cooperatives could be involved in every
phase of Seafood Industrial Park development.

Fishemei and processors could be helped by seafood industrial parks. Large
freezing facilities could be built, warehouses for holding canned salmon,
storage for fishing boats, space for specialty processing could be planned into
the entire park.

Finally, a longer runway in Dillingham is needed to accommodate large aircraft
for hauling fish out. The present runway is too short to allow 747 type aircraft
to operate. I would recommend that the present runway be extended if possible

or build another runway in another location in Dillingham.

The State has to take affirmative action on harvesting all surplus salmon beyond

escapement needs. If no meaningful action is taken, 1 believe that this will
be interpreted by foreign interests to mean that they can request intercepting
our salmon on the high seas once again. The State has to intervene in order

to guarantee that our renewable resources are utilized to maximize benefits
to its people. We can"t continue to give our fish away.

Very sincerely,

cc: Senator Kerttula
Senator Hohman
Rep. Chuckwuk Nels A. Anderson, Jr.
Gov. Jay Hammond
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Lockman: rt"us--3u-~feeugh situation,

buty u-h~/1 can"t do “er all
once here, uh, ya know,

at

I"d just be satisfied if, huh,
'SyVn if we don"t have a more serious problem right here.
..they want us in the Nusigak, they
want us in Egegik and they want us here and they want
us outside in the anchorage...its just that time of year
for us, | guess»~*0K.
J
Something is greatly amiss when the residents of Bristol

Br [{ sitting on top of the world-"s
turn to social

winter

richest resources, must
programs to carry their families through the
following one of the heavier salmon runs in history.
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Hammond decries fish take

Gov. Jay Hammond says the number of
king salmon taken by Japanese gillnetters
in the Bering Sea last season was
unacceptable. Although staie fish experts
still are analyzing the figures, Hammond
said Saturday the reported catch of
704,000 kings was a matter of "very deep
concern” to him.

AjiiAA]->



Tasl<™rceJe™der starts job

Former Alaska attorney general Avrum Gross
visited Seattle in late January to meet with processors
and fishermen in preparation for his new job as ex-
ecutive director of the cabinet-level Bristol Bay task
force.

“ This is for Av to meet the people he's going to be
dealing with face to face," said Bob Waldrop, a
special assistant to Gov. Jay Hammond.

Discussion topics were general with all parties
sharing their ideas and mentioning options that
should be considered. Substantive work will be done
later.

The governor put the t.t,k force—consisting of the
commissioners of the departments of Fish and Game,
Labor and Public P ifety—together last fall in the
aftermath of a season that saw an overcscapemcnt of
more than 20 million fish because of, a bitter price
dispute.

The group is charged with coming up with recom-
mendations to avoid a repeat of the same situation
this year.

Though Gross had accepted the job, contract
details had not been finalized as of press time.



Catch by Japanese to be verified

By ANN CONY /1 # 1%t
Daily News reporter .

A scientist from the National
Marine Fisheries Service this
week will attempt to verify
reports that Japanese fishing
vessels caught more than 700,-
000 king salmon last year off
the Aleutian Islands and in the
Bering Sea.

The Japanese reported to the
International North Pacific
Fisheries Commission that last
year's Kking salmon.catch was
704,000, compared to 129,000 in
1979.

It is presumed LV. figure is
not an overest'-nation because
'the Japanese .a-e awave of ob-
jections raised in Alaska about
ithe volume of the foreign king
:salmon catch.

Although government offi-
cials have been reluctant to
comment on the implications of
the apparently huge catch, a
representative of western Alas-
ka fishermen last week said it
could disrupt the king salmon
fishery there for several years,
bringing economic hardship to
commercial fishermen.

Harold Spark of Nunam Kit-
lutsisti also said the Japanese
harvest would have a disas-
itrous impact on Native families
who rely on king salmon for
subsistence.

But at the North Pacific
Fisheries and Management
iCouncil, executive director Jim
Branson said Monday tluvt com-
ment on the matter would be
purely speculative before the
Japanese figures liave been an-
alyzed.

Michael Dahlberg, a scien-
tist with the National Marine

Fisheries Service in Juneau,
said he is waiting for magnetic
tapes, provided by the Japa-
nese, to arrive from the inter-
national commission in Vancou-
ver, B.C. He will decode the
tapes to pinpoint the locations
of the king salmon catch.

Dahlberg said he will com-
pare the Japanese data to in-
formation collected by Ameri-
can observers who were aboard
the foreign vessels within the
200-mile zone.

Dahlberg also will estimate
how many of the king salmon
came from western Alaska
fisheries as opposed to Asian
fisheries. Those estimates, he
said, will be based on informa-
tion compiled in the late 1960s
through studies of fish scales.

Use of those studies was
discontinued in the 1970s be-
cause the Japanese catch was
not large enough to provoke
concern, according to the biolo-
gist who developed those
studies, Dick Major of the Na-
tional Marine Fisheries Serv-
ice.

Dahlberg’'s analysis of the
Japanese catch will be present-
ed to the North Pacific Fisher-
ies and Management Council in
Anchorage Feb. 26 and Feb. 27,
when the council is scheduled
to take final action on propos-
als to further restrict Japanese

fishing ventures in both ti"e
Bering Sea and the Gulf of
Alaska.

One proposal would make
king salmon in \drtually all of
the Bering Sea off limits to the
Japanese; the other proposal
would drastically curb foreign
bottomfishing off Southeast
Alaska.

The cour.il will make its
recommendations to the secre-
tary of commerce, who has the
final decision on both matters.



Bristol fishermen
fight In-state law

ANCHORAGE (AP) — Bristol Bay herring and salmon
fishermen are challenging a state law requiring their catches be
processed in Alaska before the fish are shipped elsewhere.

, A suit filed this week in U.S. District Court alleges the re- -
quirement violates the commerce danse of the U.S. Constitution
which says no state shall enact legislation interfering with inter-
state business., 'm -

Last month, a federal judge in Anchorage ruled that a state law
requiring the primary processing of logs prior to exportwas uncob-"

Vv e 21 e e

ALASKA NEWS

stitutional on the same grounds.

But Shelley Higgins, the assistant attorney general who unsuc-;'
cessfully argued the state’s side in the timber case, said Friday’
“ different considerations are involved."” )

The complaint was filed by the Bristol Eay Herring Marketing;:
Cooperative, the Alaska Cooperative Marketing Association and;
two member fishermen from each of those Dillingham corpora-"

tions. . . . L, 1.7 e
Their attorney, Paul Kelly, calls the processing requirements
"an attempt by the state of Alaska to promote local employment
by discrimination against interstate and foreign commerce.” *\
The suit alleges that the two herring fishermen lost more than = <
$10,000 each last year because local canneries were too overloaded:
to take their catches. R
Basil Packford and Nels Franklin say they and other herring
fishermen had to dump 7,500 metric tons of fish nsa result.
The salmon fishermen, Harold Samuclson Jr. and Joe McGill, i ..
say they encountered similar problems with local canneries being!
"plugged.” Each claims to have lost more than $10,00D
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Bristol fishermen
fightjn-state law

ANCHORAGE (AP) — Bristol Bay herring and salmon
fishermen are challenging a sta.te law requiring their catches be
processed in Alaska before the fish are shipped elsewhere.

A suit filed this week in US. District Court alleges the re-
guirement violates the commerce clause of the U.S. Constitution
which says no state shall enact legislation interfering with inter-
state business.

Last month, a federal judge in Anchorage ruled thal a state law
requiring the primary processing of logs prior to cxpor| was uncoil-
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Fishing groups
sue’the state

Bristol'Bay herring and salmon fishermen are suing the
state of Alaska for allegedly violaiug the commerce clause
of the U.S. Constitution.

The suit challenges state statutes and regulations that
require processing of herring and salmon caught by Alaska
fishermen before the fish are shipped out of the state.

A similar suit in the timber industry recently challenged
a state statute requiring preliminary processing of timber as
a condition of sale for export.

In that case, U.S. District Court Judge James von der
Heydt ruled the state statute to be in violation of the
commerce clause, and thus unconstitutional. The case, South
Central Timber Development Inc. vs. LeResche, has been
appealed by the state to Hie 9th Circuit Court of Appeals.

The Bristol Bay fishermen'’s suit has not been assigned to
a lawyer in the state attorney general's office yet, but
Shelley Higgins, the assistant attorney general who handled
the South Central Timber case, said it would appear that
“ different considerations are involved" in the two cases.

She added, however, that she is not familiar with the state
statute on fish processing.

The fishermen’s suit was filed this week in U.S. District
Court on behalf of Bristol Bay Herring Marketing Coopera-
tive, Alaska Cooperative Marketing Association and two
member fishermen from each of those Dillingham corpora-
tioas.

The court is asked to declare both preliminary and
permanent injunctions against the ftate to halt enforcement
of the statutes. The suit also asks the court to declare those
statutes invalid.

Paul Kelly, attorney of record for the plaintiffs, argues
that the fish processing requirement “is an attempt by the
state of Alaska to promote local employment by discrimina-
tion against interstate and foreign commerce in the utiliza-
tion of natural resources found in the state. 'Hie primary
processing requirements directly obstruct and discriminate
against interstate and foreign commerce."

According to the suit, the herring fishermen lost more
than $10,000 each last year because local canneries were ts¢e
overloaded to process the fishermen's catch. Basil Dackford,
Nels Franklin and other co-op fishermen had to destroy 7,500
metric tons of herring as a result, the suit says.

The salmon fishermen, Harold Samuclson Jr. and Joe
McGill, found themselves in a similar situation last season
when the local canneries were "plugged” and the fishermen
could not legally sell their catch directly to foreign
processors. The suit claims that Samuclson and McGill also
lost more than $10,000 each as a result.

Thu suit also petitions the court to overturn a state Board
of Fisheries rejection of the herring co-op’s request to sell
herring during the 1981 season directly to the North Pacific
Ixnigline-Gillnct Association, a Japanese venture. The suit
contends that the sale agreement is necessary to prevent a
replay of lustyear’s herring dumping.

Named as defendants in the suit are the state; Itonald
Skoog, commissi jner of the state Department of Fish and
Game, and the Alaska Board of Fisheries, an advisory group
to the Department of Fish and Game.



DAILY NEWS MINER -

FAIRBANKS, April

8, 1981

Bristol Bay eef-up’ plan hit

JUNEAU (AP)—Beefing up the
law enforcement effort at the Bristol
Bay fishery this summer could
trigger rather than curb a threat of
violence, the executive director of
the largest fishermen's group in the
state said last night.

Rodger Painter told the Senate
State Affairs Committee that a bill
(SB 323) which would dump $270,000
more Into public safely at Uie peak
of the Bristol Bay salmon run this
season "would bring the potential of
a strike a little closer. It would In-
flame the situation, and fishermen
would be branded as criminals."

The expenditure was recom-
mended by a task force appointed by
the governor to investigate reports
of violence stemming from a price

dispute last summer between
fishermen snd processors. T7e
Senate Judiciary Bristol Bay

Hearing Committee said the request
should be reviewed and funded if
necessary.

Commissioner ol Public Safety
William Nix said the money would
be spent to add 15 officers to the 35
stationed at Bristol Bay last sum-
mer, to charter five boats for sur-
veillance, and for added helicopter
patrol time.

Sen. Dick Eliason, R-Silka, said a
more secure environment is needed
at Bristol Bay to protect "the rights
of fishermen to pursue their
livelihoods." Many Southeast
Alaska fishermen worked during the
price dispute, and were threatened.
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police plan

A odlaled Pres*

Juneau—A Senate panel dropped
an administration recommendation
Tuesday that the law enforcement
effort in Bristol Bay be substantially
beefed up as a hedge against vio-
lence this summer.

Instead, the Senate Sttie Affairs
Committee said $211,100 should be
spent to enforce fish and wildlife pro-
tection laws in Western Alaska.
Under the bill (CSSB323) approved
by the panel, one boat would be
purchased and-* second would be
leased to patrol Bristol Bay, To-
giak and Sand Pu.  osheries

A task force appointed 'y Gov.
Jay Hammond asked that $2/0,000 be
dumped into more public safety at
the peak of the Bristol Bay salmon
run this seaso t. The money was to
be spent to charier five boats to pa-
trol the bay, station more troopers at
Bristol Bay and add helicopter time.

Last summer, (here were reports
of violence at Bristol Bay when fish-
ermen and processors deadlocked on
a price for salmon, and millions of
fish escaped upstream.

But in testimony before the com-
mittee, Rodger Painter, executive
director of the United Fishermen of
Alaska, said increasing law enforce-
ment at the fishery could trigger
rather than curb violence.

He initially suggested that the
money Ik: shifted from public salaty
to fish and wildlife protection.

Commissioner of Public Safety
William Nix said he is pleased with
the compromise proposal because
"it would allow me to do the job al-
most as well." He said the two boats
could Ik*shifted from wildlife protec-
tion to law enforcement if necessary.
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Bristol patrol Increas

By The Associated Press

A Senate panel droppe.' an
administration recommenda-
tion Tuesday that the law en-
forcement effort in Bristol Bay
be substantially beefed up as a
hedge against violence this
summer.

Instead, the Senate State Af-
fairs Committee said $211,100
should be spent to enforce fish
and wildlife protection laws in
Western Alaska. Unde> the bill
(CSSB323) approved by the pan-
el, one boat would be pur-
chased and a second would be
leased to patrol the Bristol Bay,
Togiak and Sand Point
fisheries.

A task force appointed by
Gov. Jay Hammond asked that
$270,000 be dumped into more
public safety at the peak of the
Bristol Bay salmon run this
season. The money was to be
spent to charter five boats to
patrol the bay, station more
troopers at Bristol Bay, and for
added helicopter time.

Last summer, there were re-
! /<ts of violence at Bristol Bay
when fishermen and processors
deadlocked on a price for salm
on. and millions of fish escaped
upstream.

But in testimony before the
committee. Rodger Painter, ex-
ecutive director of the United
Fishermen of Alaska, said in-
creasing law enforcement at the
fishery could trigger, rather
than curb violence.

He initially suggestc! that the
money be shifted from public
safety to fish and wildlife
protection.

Commissioner of Public Safe-
ty William Nix said he is
pleased with the compromise
proposal because "it would al-
low me to do the job almost as
well." He said the two boats

14, 1981

could De shifted from wildlife
protection to law enforcement
if necessary.

He said his department has
been sharply criticized for fail-
ing to enforce fish and wildlife
laws in western Alaska.

Sen. Arliss Sturgulewski, R-
Anchorage, a member of a spe-

cial Senate panel which in-
vestigated problems at the fish-
ery, expresses some concern
about the decision of the State
Affairs Committee. She said it
is important for the Depart-
ment of Public Safety to be
prepared if violence does erupt
at Bristol Bay because the fish-

10 be dealt with severely), b,
would go a long way tow
guaranteeing every ini'widii
right and ability to provide

ery is sr
Chair: self-defense.
Freedom is the Prl
h
(i:n:(:ags Responsibility the price!

g Dick Rando
prove Libertarian Legist-
set beh
eliminat ThankS
lence. -

The Editor:

I would like to thank the E
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Japanese herring sales allowed

By ANN CONY
Daily News reporter

A federal judge Wednesday turned down a
p'ea to block Bristol Bay herring fishermen
from selling their catch directly to the Japa-
nese as the herring season in the bay entered
its fourth day.

Ten domestic seafood processors filed suit
April 27, arguing that federal law prohibited
foreigners from transporting or processing
fish in state waters. After the federal district
court judge ruled against them the following
day, the processors sought reconsideration.

But Judge James Fitzgerald Wednesday
denied the processors’ econd request for a
temporary restraining oi fer. “Enforcement of
the Fisheries Conservation and Management
Act of 1976 rests with federal officials and not
with private litigants,” Fitzgerald wrote in the
opinion accompanying his denial.

“We’'re obviously disappointed. We believe
the judge is incorrect,” said James Reeves,
attorney for the processors. “We're evaluating
alternatives."

Fishermen in the Bristol Bay Herring
Marketing Cooperative were meanwhile mak-
ing history bv selling their catch to the Pacific

Longline Gillnet Association, a Japanese ven-
ture with a fleet of 10vessels at its disposal.

Fitzgerald in late March gave the co-op the
go-ahead to sell to the Japanese when he
issued a temporary restraining order prevent-
ing the state from enforcing statutes requiring
that i rimary processing of herring take place
at domestic companies.

That ruling sent the processors into a tizzy
and led to filing of th-j countersuit.

In the original siit, the herring fishermen,
joined by a group of Bristol Bay salmon
fishermen, argued the stale's primary
processing laws are unconstitutional. Fitzger-
ald is expected to hear arguments on the
merits of that claim next month.

The herring fishermen brought their case to
federal court after a heavy harvest last year,
when fishermen hauled 25,000 metric tons of
herring from Bristol Bay. The fishermen said
some 5,000 metric tons was dumped because
domestic processors did not have the capacity
to handle the entire catch.

Alan Kingsbury, acting regional supervisor
with the commercial fisheries division, said
Wednesday that fishermen had caught about
5,000 metric tons of herring by Tuesday night.
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By BRIICE RAMSEY
Dally News correspondent

SEATTLE — When the New
England Fish Co. of Seattle col-
lapsed into bankruptcy last year, it
appeared to be a disaster for the
North Pacific seafood industry and
for Alaska. Nefco, after all, was the
largest independent among the
packers, with plants strung from
Bristol Bay to Ketchikan to the
coasts of British Columbia, Wash-
ington and Oregon.

Nefco’s collapse could not have
come at a worse time for the
industry — two months before the
huge red saimcr. run at Bristol Bay,
which biologists forecasted would
be the largest in several decades.
The year before, packers had been
swamped with fish; in 1980, there
were to be millions more. The state
was counting on Nefco's plants at
Pederson Point and Uganik to
freeze or can about 5 percent of the
catch.

The bankruptcy meant the plants
would be put on the block, at a time
when few American seafood proces-
sors were financially strong enough
or optimistic enough to buy them,
And it opened the possibility of a
coup by the Japanese companies,
which had already bought a stake
in the industry large enough to
alarm many fishermen, politicians
and small packers.

Ten months later, those fears
have proven unwarranted. After a
personal appeal by Gov. Jay Ham-
mond at the Seattle bankruptcy
court last May, the court approved
an immediate lease of Nefco's
freezing and canning plants in Alas-
ka. The plants were activated
quickly for the Bristol Bay reds
(and the production pressure was
off the industry, anyhow, because
of a fishermen's strike). And today,
all of the major Alnsku plants arc
still operating — under Alaskan

An"avalanche of claims

When it filed for bankruptcy,
Nefco owed $10 million to Scattlo
First Natioiuil Bank, Crocker Na-
tional Bank and Bank of America,
wliich were charging interest at
prime-rnte-plus-throe. Earlier this
month, bankruptcy trustee Sam
Rubinstein paid off the last of these
loans. In addition, he lias reduced
the debt on a $10 million secured
loon from Prudential Insurance to
$4 million.

Of the remaining assets to be
sold, the largest is stock in Nefco's
British Columbia subsidiary, Cun-
flsco, which is worth about $20
million. Of the oilier stzublc assets,
none are from Alaska.

Claims agi last the estate, how-
ever. Imvc nearly doubled from the

ot Paderacn Pomt -
(SEALASKA)

Processi Plant
*gaglk®
ot sl

Pr asin Plant

at Ugan
Receivi Station
anﬁ’omt
(SEALASKA)

The chert shows the location of several flah
by the New England Fish Co. tha

bankruptcy 10 months ago.

initial filings, despite the claims
paid. Clr ms flooded into the bank-
ruptcy court Just before the mid-
December cutoff. Not counting the
claims by former Nefco subsidi-
aries and several contingent
claims, the rest total $98 million, or
roughly $50 million more titan the
remaining assets.

Many of these claims arc llkey to
bo thrown out by the court. Rubin-
stein, the trustee, has always main-
tained timt the legitimate creditors
will be paid, and he has been
convincing. Says Frank Helton,
credit manager of Hussmnnn
Northwest Inc., Seattle, and a
member of the (unsecured) credi-
tors committee, "I've worked on
many, many bankruptcies. 1 feel
this one’s going extremely well.
They couldn't Imvc got a better
trustee. | feel cverylxxly’'s going to
<et 100cents on thedollar."

Lust August, before the late
¢ airns were filed, Rubinstein rash-
ly predicted timt as much ils $14
million might be left over for Nefco

(SEALASKA)
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Cold Storage Plant
and Cannery In
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slmrcholders. Tluit would be about
$22 a slmrc, compared to a bid
price of $6 Just liefore the bankrupt-
cy. But John Bailey, a former
Nefco administrative officer now
employed by the trustee, says he
cannot predict how shareholders
will come out.

“Tie stock Is still trading," Bai-
ley says. "I've had bank loan offi-
cers contact me and ask if the stock
1ms any value as loan collutcrul.
The answer Ls timt it's a pure
speculation.”

The stock, thinly trndod on the
inter-dealer market, was quoted at
$10 bid, $10.50 asked last week by
Willlum P. Harper & Son & Co. of

ttle.

e collapse

A year ago, Ncfeo stock was
quoted at the panicky price of $0
bid, $10 asked. The company had
been burdened with debt for many
years, and Imd last $5.0 million In
the fiscal years 19741978 It luid
lost another $11 million before taxes
In tile last llirec quarters of 1079,

Non-Oparallng Plant _
at Sunny F?()m?

(STATE of ALASKA;R
liickillont CellyNBwdb vt

processing plants In Alaska formerly operated
t have heen sold to new concerns alnco Nefcg d%clared

Including $2 million because it Imd
been stuck with Bristol Buy salmon
timt had spoiled. The Japanese
market for salmon liud broken dra-
matically, slashing Uie value of
Nefco’s Inventory.

By 197J, the Jniwnese trading
giant, Mitsubishi, Imd become a
mojor financial backer of Nefco,
and Imd reached an agreement to
buy up to 10 percent of Nefco's
sluires. Nefco Imd spent $7 to 88
million modernizing its cold-storage
plant at Ketchikan, says Bailey, on
Uie understanding Mitsubishi would
finance It But Mitsubishi took se-
vere losses in seafood timt year,
too, and backed out of any further
commitments. Says Bally, "Hie
Ketchikan Investment Imd to In+
fluenced out of working cnpitnl.
T1)e banks objected.” (MIt-il ‘shl a
secured creditor, is still owed $3
million.)

The chief executive of Nefco was
Reid Rogers, a member of the

Soo Pago E5, NOFQO



Nefco a year after the collapse of the fisheries giant

| Continued from Pagein |

family that owned 17 percent of
Nefco's shares. Wnlle Peter
Rogers — no relation — ran the
company, Reid Rogers had
been trying desperately to sell
off Nefco’'s assets, including
assorted operating and non-op-
‘rating cannery sites in Alaska.
But Rdd Rogers, who was not
an old hand in the fish busi-
ness, lacked the intricate net-
work of business contacts Rub-
instein  would later call on.
Rogers did sell several plants
of Nefco's B.C. subsidiary, Can-
fisco, to British Columbia
Packers for $14.5-miuicn. That
money was vital to Nefco, Bai-
ley says, but the subsidiary’s
Canctedfsn banks would not al-
low Uie r.iji'.ey to be refotriat-
ed to the U.S. Canfisco needed
it, too.

On April 23, 1980 Nefco filed
for protection from creditors
under Chapter 11, the ‘‘reor-
ganization” provision of the
federal bankruptcy laws.
Among the banks, Crocker Na-
tional of San Francisco had
pulled the plug. But even in
reorganization, Nefco needed at
least a $10 million infusion of
cash to operate on Bristol Bay.
'Hie banks could not agree, and
on May 2, Nefco was forced
into Chapter 7 — liquidation.

Rubinstein, a G3-ycar-old Sc-
uttle businessman, was hired
as trustee to sell off the nssets.
Rubinstein had founded WIiit-
ney-Fidalgo Seafoods, Scuttle,

in 1936, and sold it to a Japa-
nese company, Kyokuyo, in
1973. He knew the industry
intimately and he knew how to
make deals. “ Making deals has
been my life," he told The
Fishermen's News. "I loveit."

In six months, Rubinstein
had spent $2 million, and raised
$25 million.

The biggest plum in Alaska
was a group of six processing
plants: a cold-storage plant and
a half-interest (with Whltney-
Fidalgo) in a cannery at Ket-
chikan, a plant at Uganik on
Kodiak Island, a receiving sta-
tion at Sand Point on the Alas-
ka Peninsula, a plant at Egegik
and the Bristol Bay plant at
Pederson Point. These were
offered to all buyers, including
Japanese. But Bailey discov-
ered, "The Japanese appear no
longer interested in expanding
their stake in the industry. We
haven't sold anything of sub-
stance to Japanese, Including
(Japanese-owned) Whitney and
Peter Pan.”

The prospective buyer was
the Sealaska Corp. of Juneau,
one of the Alaska Native corpo-
rations created and bankrolled
by Congress. Sealaska had re-
c. ntly entered the seafood
processing Industry by buying
Ocean Beauty Seafoods, a con-
servative, family-owned Seattle
packer doing about $85-million
in business a year. Ocean
Beauty iuid plants in Hyda-
burg, Cordova, Kodiak und Ju-

neau, but it was not big enough
for Sealaska.

“We wanted a stronger pres-
ence within Alaska," noted By-
ron Mallott, the 38-year-old
Sealaska chairman. "We were
not strong in Southeast. We
were not on Bristol Bay and we
wanted to get in Bristol Bay as
a No. 1 priority. We wanted a
stronger presence in the Alaska
Peninsula — Kodiak area.
Those Nefco plants fit nicely.”

Says Bailey, “It was very
fortunate that Ocean Beau’
(Sealaska) was in an expansion
mode, because the other ocmp-
anies in the industry were in
financial dIffi: "ilty.”

The sale to Ocean Beauty-
Sealaska for $11,825,000 has
been approved Sy the bankrupt-
cy court but is held up pending
settlement of an eight-year-old
lawsuit against Nefco for al-
leged racial discrimination.
The suit prevents transfer of
the assets to Sealaska with a
clean title. Bailey says Nefco
attorneys are trying to settle
the matter out of court.

Rubinstein's next-largest
deal was the sale of a bottom-
fish plant at Gibson Cove, Ko-
diak Island, for $3.5 million.
The buyer was Alaska Foods
Inc., alocal group.

Nefco also owned a half-
interest in a plant at Seward
along with Icicle Seafoods of
Petersburg and Seattle. Nefco's
collapse stuck this subsidiary,
and thus Icicle, with an unse-
cured claim of $2.3-mlllion. Ne-

gotlotions are underway to sell
the remainder of the subsidi-
ary, Seward Fisheries, to Ici-
cle.

A non-operating plant at
Sunny Point, Ketchikan, was
sold to the state of Alaska for
$2.6 million.

In many of these cases,
former Nefco employees have
followed the assets. Pete Har-
ris, Nefco's bottomfish vision-
ary, signed on with Alaska
Foods. In Washington and Ore-
gon, the four fresh-fish plants
on the Pacific Coast were
bought by William J. Kelllher,
the former manager of Nefco's
fresh-fish operations, and by
Wayne H. Johnson, who man-
aged Nefco's two plants at
Newport, Ore.

Ivan Fox, Nefco's former
vice president for Alaska oper-
tions, was one of several Nefco
managers hired by Ocean
Beauty when it leased Nefco’s
six Alaska plants. "The same
personnel who ran these plants
for Nefco all moved over
here," says Fox.

One exception is Peter Rog-
ers, who was chief operational
officer in Nefco's last year and
chief executive officer in its
final days. Rogers who came
to the business via Mars Candy
Co.. Curtis Candy Co. and Stan-
dard Brands Inc., went back to
New York to work for Standard
Brands. H wns most recently
guoted in the nationul press
explaining the nationwide
shortage of peanut butter.
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Panel wants
restrictions
on fish loans

February 19,

iu-
By ANN CONY
Daily News reporter

Japanese fishing vessels
may have caught more than
700,000 King salmon last year in
the Bering Sea and waters
around the Aleutian Islands —
seriously disrupting Western
Alaska’s king salmon fishery.

Reports of the huge Japa-
nese catch — more than five
times the estimated 1979 har-
vest — were made this week by
Nunam Kitlutsisti, a Bethel-
based organization that repre-

1981

NI

sents Westt | Alaska fisher-
men.

Harold Spark, the group's
director, said the Japanese
high seas fishing has “wiped us
outtor'8land’8s2.”

Officials at the state Depart-
ment of Fish and Game said
Friday they believe Spark’s fig-
ures are accurate, though they
have been disputed by others in
the industry.

The precise estimate — 704,-
000 king salmon — was made
by Michael Dahlberg, a scien-
tist with the National Marine

Fisheries Service in Juneau,
Spark said. Dahlberg could not
be reached for comment Fri-
day.

Fish and Game officials said
the 704,000 figure compares to
estimates of 129,000 king salm-
on caught by the Japanese in
1979.

“We arc leery of the (ramifi-
cations of the 1980) harvest,”
said Fred Gaffney of the Fish
and Game Department.

But Clarence Potski, deputy
director of'the North Pacific
Fisheries and Management

Council, downplayed the esti-
mated Japanese haul, calling it

.agrapevine number.

“We haven’t found any valid
basis for it and we can't track
down any data to support it,”
he said Friday.

According to Spark, the re-
ported Japanese catch could
have disastrous implications
for the 1,700 commercial fish-
ing permit-holder? his group
represents and for thousands of
Native families who illy on the
Western Alaska Kking salmon
fishery for subsistence.

If estimates of the Japanese
king salmon catch are accur-
ate, the result — for the West-
ern Alaska fishery — could be
a replay of the dismal seasons
in the early 1970s after Japa-
nese fleets took an average of
400,000 fish a year from 1968 to
1970, Spark said. The king
salmon fishery there didn't get
back on its feet until 1976, when
the state enacted the Fisheries
Conservation and Management
Act, he said.

See Back Page, SALMON
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Juneau — A Bill by Gov. Jay
Hammond to provide $100 million (or
short-term loans to fish processors
should be testricted so the loans are
used only to pay fishermen for their
catches, a Senate subcommittee de-
cided Wednesday.

Sen. Don Gilman, R-Kenai, said
"l want to make sure this is an in-
ventory loan and not an operational

loan."

Under Harrr. iond's proposed leg-
islation (SB140 and SB141), $100 mil-
lion would be appropriated to set up
an Alaska Fishery Product Revolv-
ing Loan Fund to make one-year
loans at reduced interest rates to
processors operating in-state.

Hammond said the loans would
allow processors to pay operating
costs and also pay lishermen for

their catches until the processors
sell the fish.

Commissioner of Revenue Tom
Williams said Hammond's proposal
is designed to help Alaska fishermen
by “filling the gap" left by major
Seattle banks that have become less
willing to foot processors' bills.

Although members of the Senate
subcommittee on fisheries ques-
tioned the plan to make loans to all

processjts operating inthe state, in
cluding plants owned by non-Alas-
kans, Williams said the bill shouldn't
be resiticted to Alaska-owned pro-
cessing facilities.

"It hurts the Alaska fisherman
just as much if it's an Alaskan fish
processor or a Seattle fish processor
who cannot buy their catch.”

Sub:ommittee Chairman Bob
Mulca ly, R-Kodiak, said the bill may

be revised 'o cover floating proces-
SOrs.

The bill sets loan interest rates at
3.75 percent above the average rate
on US. Treasury Bills. Currently,
the loan interest rate would be about
17percent.

The subcommittee plans to con-
tinue hearings on the legislation,
which then must go before the entire
Resources Committee.



Salmon\tishing‘Eisrupted’ by Japanese
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“Qur fishery dissolved in the
early '70s. It looked like a
roller coaster — one ygar you'd
have them (the fish)l the next
year you wouldn't. \

The King salnnn apparently
were intercepted legally, both
inside and outside the 200-mile
limit.

According to Spark, much of
the catch was made by the
Japanese mother fleet, a huge
floating processor supplied by
about 40 fishing boats, each of
which lets out about nine miles
of monofilament gillneta night.

“Alaskans here are on wel-
fare because the fishery has
been wiped out by Japanese
interception,” he said. “There’s
nothing else to do here. We've
been screaming about the situ-
ation for years.

Spark said he believes the

apparent huge Japanese catch
was an act of retaliation for his
organization’s lobbying efforts
to limit Japanese king salmon
ventures in the Bering Sea.

In addition to seeking help
from Alaska Sen. Ted Stevens
and Rep. Don Young, Spark's
organization went to court in
December in an effort to stym-
ie the Japanese.

But the merits of the case
were not heard.

“It was a long shot and we
got hung up procedurallv,”

Besides questions from the
Korth Pacific Fisheries and
Management Council about the
validity of the 704,000 estimate,
the council’s deputy director,
Po~ski, said there was n  ?ien-
tific way to determine Lh;- ori-
gin'of the king salmon caught
by UIE Japanese.

The fish, he said, could have
come from Soviet, Japanese or

Canadian fisheries as well as
that of Western Alaska.

Spark, however, maintained
that 93 percent of the King
salmon caught in the Bering
Sea and approximately 65 per-
cent caught off the Aleutians
historically has come from
Western Alaska fisheries.

The estimate of last year’s
Japanese catch was reportedly
made by extrapolation based
on historical data and on counts
supplied by the Japanese for
king salmon caught outside the
200-mile zone.

Official American observers
aboard Japanese boats inside
the designated Fisheries Con-
servation Zone count the aver-
age number of fish hauled in
per mile of net and multiply
that number by the total length
of net launched and the number
of days fished to estimate the
total catch.
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plegge to cut
salmon catch

ByANNCONY
Dally News reporter

Japanese fishermen will vol-
untarily reduce their Kking
salmon catch in the Bering Sea
this year, following a crescendo,
of protest from western Alaska
fishermen.

That was the message an
attorney for the Japanese gov-
ernment delivered Friday to
the North Pacific Fisheries
Management Council.

Stephen Johnson, a Seattle
attorney, said the Japanese
government intends to restrict
the catches of its Mother Ship
Fleet, which last year shat-
tered records by catching more
than 700,000 kings.

He did not provide the coun-
cil with a precise limit for
future catches or other details
of the plan, saying that those
matters would be discussed
when Japan sends a delegation
to meet with Alaska fishery
representatives sometime be-
fore the next council meeting in
mid-March.

Representatives of western
Alaska fishermen were delight-
ed by the announcement, al-
though council members were

Salmon catch

] Continued from Page A-1 |

western Alaska fishermen, and
their representatives said the
huge Japanese catch would se-
riously disrupt western Alas-
ka's king salmon fishery.

A scientist for the National
Marine Fisheries Service esti-
mated that fewer than -100,000
of the kings taken by the Japa-
nese originated in western
Alaska fisheries, but some fish-
ermen representatives ques-
tioned timt estimate and others
said that, even if correct, the
number was unacceptably high.

Johnson, the attorney for Uie
Japanese, told the council that
Japan’s government Intends to
restrict the mother ship's king
salmon catch to the average of
catches from 1977. 1978 and
1979, roughly 100,000 kings.

"We are pleased that the
Japanese government and fish-
ing industry are moving quick-
ly to resolve the mother ship’s
interception problem with west-
ern Alaska king salmon," said
Henry Mitchell, executive di-
rector of the Bering Sea Fisher-

more subdued in their reaction.

“They didn't give us any
hard figures,” Jim Branson,
the council's executive direc-
tor, emphasized.

But, he added, “ It does seem
to indicate that the Japanese
are very concerned and want to
work something out.”

The Ilth-hour overture
helped stave off council action
on a fishermen’'s proposal to
close virtually all of the Bering
Sea to foreign trawlers from
the first of October through the
end of March. The council post-
poned final action on that mat-
ter until its meeting next
month.

Two weeks ago, the National
Marine Fisheries Service in Ju-
neau confirmed reports that the
Japanese Mother Fleet last
year gillnetted more 700.000
king salmon in the Bering Sea
and off the Aleutian Isimls —
in waters inside and outside the
council’s jurisdiction.

By comparison, thj Japa-
nese catch for 197? was esti-
mated to be fewer than 130.f00
kings. .

The 1900 figu-es enraged

See Eack Page, SALMON

cutback pledged by Japanese officials

men's Association, and one of
Uie 100 or so people present at
the council meeting in the
Westward Hilton.

“It's a move toward satisfy-
ing the complaints of western
Alaska fishermen,” said Harold
Sparck, director of Nunam Kit-
lutsistl, the fishermen's group
Uiat proposed the Bering Sea
closure for foreign trawlers.

Sparck said he was optimis-
tic that the controversy would
be resolved soon because the
announcement was made pub-
licly and "the Japanese don't
like to lose face.”

During its two-day meeting
that endeo Friduy, the council
also took action on proposals to
amend its Gulf of Alaska fish-
ery management plans.

The council’s actions were
designed to alleviate a few
bones of contention in the gull,
including a “species conserva-
tion problem” with Pacific
Ocean perch and complaints
from Southeast fishermen that
foreign trawlers were running
over and damaging Uicir long-
lines.

Although catch allocations
for this year have already been

set, Uie council moved to re-
duce the catch of perch in
future years by slashing the
"allowable biologicul catch”
from 14,400 metric tons to 870
metric tons.

The council also voted to
restrict foreign fishermen from
Uie gulf off southeast Alaska
und to adopt measures aimed
at decreasing incidental
catches of species such as hali-
but-

The council’s actions will be
submitted to the U.S. secretary
of commerce for final approv-
al.
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Suit asks to halt herring sale to Japanese

By, ANN CONY
Daily News reporter

Ten Alaska seafood proces-
sors filed suit Monday in an
effort to prevent a group of
Bristol Bay herring fishermen
from selling their catch to the
Japanese and bypassing do-
mestic processors.

The suit was filed a month to
the day after U.S. District

Court Judge James Fitzgerald
issued a restraining order pre-
venting the state from enforc-
ing primary processing laws in
the case of the Bristol Bay
Herring Marketing Coopera-
tive. The marketing coopera-
tive has arranged to sell its
catch this year to the North
Pacific Longline-Gillnet Asso-
ciation, a Japanese business.

With the herring season in
Bristol Bay expected to open
any day, the new suit asks l:or a
temporary restraining oirder
barring the Japanese fleet from
handling unprocessed fish from
U.S. fishermen until the court
decides on the merits of the
plaintiffs’ request for a prellimi-
nary injunction.

The herring fishermen

Suit seeks to halt Bristol Bay he

] Continued from Page A-I

the restraining order on behalf
of the herring fishermen be-
cause the season in Bristol Bay
will be over by June.

Under the joint venture con-
tract, the Japanese longline as-
sociation would bring into the
bay ten vessels — each with a
daily freezing capacity of 30
metric tons — to buy the her-
ring, freeze it on ship and
transport it to processing facili-
ties inJapan.

James N. Reeves, attorney
for the processors, argues tliat
the joint venture would violate

federal law as laid down by the
Fisheries Conservation and
Management Act of 1976 and
that federal law supersedes
state law in this case.

In addition to such industry
heavyweights as Whitney-Fi-
dalgo, Icicle and Pan Alaska,
the processing companies were
joined in the suit filed in U.S.
District Court by the Alaska
Fishermen's Union, which rep-
resents more tlian 3,000 can-
ncry employees and other in-
dustry workers, and the
Cordova Acquatic Marketing
Association Inc., which repre-

J.
| |
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commerc

Arguii

Reeves : .
the Fishi & A sixth-grade class at Rat

School has boon studying “the |
Manager Implications for America's futu '
bids for \yords of teacher Janet Nichols. |

operation of the class had to say about the si
called “1

would int

Tliat i space shuttle program becau
contradii is our last chance of goi
tation, w exploring the other planets |
attempt
of local
the stat< if there is any life format
regulator there’s oil, coal, natural gar

| think the United Stater

If the space shuttle gets
passengers or astronauts art

,,0 ran use on earth

claimed in the original suit that
direct sales to foreign proces-
sors through a joint venture
were necessary because domes-
tic processors did not have the
capacity to handle their catch
last year, resulting in the
dumping of some 5,000 metric
tons of herring.

In the counter suit, proces-
sors argue that the joint ven-

ture would violate federal law.

In addition, tire president of
the Pacific Seafood Processors
Association, John G. Peterson,
says, “U.S. processors have
both the capacity and the intent
to receive and process all of the
herring which is available for
harvest" thisyear

The herring co-op was joined
in the original suit by a group

of Western Alaska salmon fish-
ermen, and both parties argued
that the state's primary
processing laws violate the
commerce clause of the U.S.
Constitution. That claim will be
fought by the state when the
suit is tried in June. But in the
meantime, Fitzgerald issued

See Back Page. SUIT
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In the thick of the eockeye salmon run In Bristol Bay, tho action can ho fast, the payoff largo. IO Dally e rsndurr

Willi the
~ hay ball

|
WHOL 18AL I | >
VIAR RUN CATCH PRICI TO PISHIRMBN |meR‘55E«v?n I 8 1
|
éu fBJ% 823 237 57 (can'*«d)/40 (Itoian) 9110-S115 By
Dally Nows repoitor
LW %4 20 tD(cammedyS128 (boen) . UUIAJLU— Ith lingering memories of Uie cost-
ly, tension-filled fishermen's strike
9 ’ of 1900, Bristol Buy's salmon fisher-
(uXfh o 09 60 (canned androion) ? men and processing companies
Imvu begun negotiating a new price formula timt
1977 9.6 49 % V6 could Ix) potentially more equitable to both
(o) i parties.
] Some participants and many observers be
( Jﬁ%@) 116 56 ) sesx  f lievc tliat botli sides are strongly motlvutcd to
avoid a replay of last summer's debacle, when
19 - ) fishermen sat out a good |>ortioii of Uie peak
(imf®) 22 49 37(sliding scale base price) Siess0 M season, allowing rouglily 40 million red salinan
toslip by the fisliing grounds.
) "They don't want to see what luippcned last
97 Y 2 ] -
(ot 109 14 49 (not negotiated) $100 M year happen again and nclUicr do we," said

Mitch Kink, general manager for Uie Alaska
( J%n%g) 24 08 = S110-S112WBF Independent Fishermen's Marketing Association
(AIFMA), one of two Bristol Bay fishermen's

bargaining groups.
idaify 54 24 z S56S57 A1 But_despite cuuUous optimism expressed on
both sides, ncgoUuUons promise to be arduous.
197 And even If flsnermcn nnd processors ngreo on a
| (Junei—ﬁ*) 156 96 % 6 price —or price formula — before an estimated
1 KAMO MaM  [OUBff  MA-1  KMKI s KAMO waw 26.7 illion sockeye (red) salmon shoot across Ue
bay to Uieir spawning grounds Uils summer, Ue

Soo Paflo E-6. BRISTOL
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Bristol Bay fisherman already negotiating, hoping to avoid strike

I Continued from Page C-2

lastyear’s bitterness is not likely to dissipate.

At the heart of the continuing tensions In one
of the world's richest salmon fisheries Is a
gradual transition in Uie relaUonship between
the two groups.

Fishermen, once employees of Ux: canneries,
increasingly are becoming Independent business-
men. And Uie processors no longer have uni-
lateral control over the industry.

Gone are the days when fishermen worked on
processors’ boats for prices they had no control
over. Fishermen work now from their own boats,
for negotiated prices.

But the transiUon is far from complete. With
no established markets outside the bay, fisher-
men depend on their former bosses to buy the
salmon. They also rely on Uie processors for
boat storage, mccltanics, gear and other necessi-
Ues.

Since the demise of company-owned fisliing
fleets, fishermen and processors have been
saddled wilUi a cumbersome bargaining process
fiat stems in large part from laws that prevent
fishermen from forming unions and prevent
prr(])cessors from discussing prices with each
other.

The clumsy negotiations are exacerbated by a
luck of empathy between Uie two paitfcs. Tix*
common fistienman, it is said, docs not truly
understand Uie processor's costs, risks and
recent financial problems that have been aggra-
vated by liigh-Interest rales and n volatile
Japanese market for frozen salmon. By the
same token, it is said, processors are not
IMirticulnriy sensitive lo U, fisherman's bur-
geoning fuel costs, boat cxpeiiscs and desire for
u cut of Uie profits In years Uiat Uie processors
dowell.

But despite decp-souted hostilities between
the two groups, early indicators suggest Im-
provements ULsyear in Uie utmosplierc between
fishermen and processing companies.

Hie untagonL'its are now discussing u sliding-
scule price formula Uit would take some of Ue
nuirkel risks off the shoulders of processors and
give fishermen what Uiey feel is n (xiteiiUnlly
ixire equitable sluire of Uie wholesale price
I stclxxi by Uie processors.

Under u sllding-scule system, fishermen
Ivould be guaranteed a fhxir price Uuit could rise
i0 a set percentage of Ux-wixilesulu pricu.

AIFMA luis sent contract projxssiits to eight or

nine major processing firms and the companies
have demonstrated a willingness to negotiate,
said Mitch Kink, AIFMA's chief negotiator.

By contrast, in 1980 "half of them weren't
willing to talk,” lie said, adding that tiv*
atmosphere now is "a lot better Uian it was last
year."

Tliere is a third party Uiat doesn’'t want to see
a replay of the J980 scene that found fishermen
sitting on Uie beach while the salmon swam
upstream to spawn. That party is the state of
Alaska, which “owns" the salmon.

in the hopes of heading off another strike,
Gov. Jay Hammond, a former Bristol Bay
commercial fisherman himself , commissioned a
task force to study the Bristol Boy problems and
propose remedies in December.

The task force lias been roundly criticized in
some camps on several counts, including its
recommendaUon for increased police protection
in the area this summer. Some criUcs have said
the '.ccommcndaUon .Vis an overreacUon, de-
spite Ux; fact some flsheimen tried — frequcnUy
wili success — to keep oUx:rs from working last
summer by tiircats that included the firing of
semi-automatic weapons.

CriUcs have cliargcd that Uie task force was
unduly preoccupied wili Uie violence issue, and,
in effect, recommended n Band-Aid treatment
fora hcmorrliaging paUent.

TIx: Bristol Bay Task Force made just two
substantive recommendations.

The state, itsaid, should:

« Spend up to $60,000 on n study of salmon
markets, and

« Spend up to $320000 to send more state
troopers to Uie fishing grounds ULssummer.

Fishermen liavc been eager for Ux: Uilrd-
party marketing study, which got under way two
weeks ago. //though Ux study will not reveal
processors’ precise operating costs or profit
margins, It should give strong Indications of
wholesale price trends and fishermen viuw it as
< sprbigboard for Infonned negotiations.

Processors, upimrcnUy, are not opooctd to Uie
study, although they may not accept its results
as gospel when Uie fishermen bring It hi Ue
bargi Ining table.

"A ly uuirket study lias to luive n fatal Umc
lag ill it. 11m InfoniutUon ts already old by the
L.ne negoUaUons are critical,” said 1Uek Laub-
er, Juneau- lobbyist fur W¢* Pucific Seafood
Processors AssociiiUon.

"l got Uie feeling Uiey want to know w» '.t Uk*

(processors') profit is going to be and no one can
tell them Uiat. There are just too many factors
involved and the prices change from day to day.
But I wish them well on Uie marketing study. It

may help... | certainly don’t think it crndo
any harm,"he said.

Rodger Painter, United Fishermen of Alas-
ka's executive director, criticized the task force
for not moving more quickly on Uie marketing
study, saying that one month doesn't offer* the
consulting firm enough Umc to do a thorough
job, particularly on Uie complex, highly anticipa-
tory Japanese market for frozen salmon.

Painter was more critical of the law enforce-
ment proposal -r*d the spending priority it was
given.

The violence issue has "rer 'y been over-
played," hesaid.

Because of the high-charged atmosphere
guaranteed to accompany any future boycott*,
the stepped-up police presence could backfire,
Painter warned.

Many fishermen, he said, were enraged by a
Bristol Bay law enforcement plan drawn up by
Col. T.R. Anderson, director of Uie state troop-
ers. Fislicrmen were especially piqued by a
provision for "mass arrests" arid other aspects
of the plan.

"Anderson's report may be a worst-cuse
scenario, but Uiat's not how it reads," Painter
suid. “It looks like Uie place is going to be
crawlingwiUicop."

The report left many fishermen wiUi Ue
distinct impression Uit Uie state was upplying
far mor: pressure on Uicm tilun i>u processors,
according to Painter.

"(I-nw enforcement) shouldn't have con-
sumed so much of Ux: task force’s attention,” Ix*
said.

On Tuesday Uie Senate State Affairs Commit-
tee proixised a scaled-down version of Ander-
son's plan.

i think W¢ ndminisiniUoi. ts well inten-
l.onrd, i../ 'he sitiuiUon luisn't been bundled too
well. 1think ‘hero was n lurk of effort In trying
todeal wiUiUc.eal problem/' Painter said.

Wlille critical of Ux Bristol Bay Task Force,
Painter was far more suUsfiod wilUi Ux* recom-
uxsKlaUons of n state Scnatu Judiciary Hearing
Committee Uiat also took up Ux* problem.

“Wlillo Ux: original concerns of U¢* bearing
committee were U¢* state's role in Uk* negotiat-
ing process nixi In miiintnining public :iafely, it

quickly became apparent that a broader ap-
proach to meeting Bristol Bay's needs was
required to be effective,” the committee report
said.

It went on to make nine recommendations,
focusing on a number of long-range solutions
designed, essentially, to help the industry
throulgh its growing pains.

"There appears to be a general feeling that
much of the tension in the Bristol Bay fishery is
actually due to this change in the structure of
the industry. One component of this change is
the desire by many local fisliermcn to develop a
new, locally controlled means of marketing U-eir
f'=h as an alternative to the established piocess-
iii, plants,” the report said.

It recommended the marketing study as part
of an ongoing analysis with potential application
for all of Alaska's fisheries.

In addition, the committee suggested the state
take an ncUve role in helping fishcrrren develop
Uiclr own markets by making financing pro-
grams available to new fisli-pacWng operations
and by supporting capital improvements of
docks, transportation routes and oUicr infras-
tructure needs in the bay area.

But the role of the state in helping factions of
Uie private sector resolve long-standing differ-
ences is quite open to debate.

"Some people wanted Ux* stale to put pres-
sure on the processors, to get Uiem in one room
and knock Ux*ir heads togctiier,” said Avrum
Gross, former state attorney general and n top
Hammond administration troubleshooter who
headed Uie Bristol Bay Task Force. Such an
npproacli, he pointed out, is prohibited by anti-
trust laws.

“ 1 feel very strongly, and I Uilnk Ux governor
does too, that Just because Uiey lun'e prob-
lems ... does not mean that Uie state. should
start to play u role in Ux; bargaining process, in
determining fuir price or a forrrv.au," he contin-
ued.

Tlie projKT role of Uie ncuto, us Gross secs it,
is to "give Uicm Uie kind o( tools Uiey need to
work out Uk* problem — if ti'ey ask for Uicn —
and let them work it out.”

Noting Uial Uie economic structure of Ux
fishery is indeed evolving, "it luis to bo ullowcd
lo develop," Gross said.

"It'll take Umc,” said Melvin Monscn, a
fisherman and staff biologist for Uie Bering son
Fishermen's Association.

"You can'tsulve tilings like ULsovernight.”
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j-ar Hr. Milholland:

I ain pleased to transmit to the Board and Members of the
Alaska Independent Fishemen 1s Marketing Association

the Marketing ar.c Economic Scudy---Phase One, Costs and Pri-
u c1 d'ec

Cur research team worked hard to meet AIFMA."s 1immediate
needs with respect to cost and price aspects of 1980
negotiations. We believe this information will be useful,
and we are prepared to develop the market potential 1issues
should vou decide to oursue markets further.

Sincerelv vours

Fisheries Consultant
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INTRODUCTION

As the 19S0 salmon season approaches, there 1is 1increasing anxiety
among Bristol Bay gill net fishermen concerning the possible effects on
raw Ffish prices of:

the Bay"s record high projected commercial sockeye catch of
37.1 million fishl;

the poor condition of fresh/frozen sockeye markets; and

current financial problems in the Alaska salmon processing
industry.

The Alaska Independent Fishermen®s Marketing Association,
representing approximately one-half of the active drift fishermen in
Bristol Bay," has received several industry offers which reflect a sub-—
stantial price reduction from last year"s settlement. In addition, re—
strictions on method and timing of fish deliveries have also been pro-—
posed which would have the effect of reducing the volume of fish that
could be delivered. For the fishermen, it 1is often difficult (1) to
understand why these changes are necessary and (2) determine whether the
reported industry problems are, in fact, true, particularly when infor—
mation comes from the other side of the negotiating table. Fear has
been expressed that, 1in order to accommodate poor markets in the current
year, the fishermen will be asked to absorb the entire burden of cost
citting 1in production. Certainly, both processors and fishermen are in—
terested in making a profit. However, unless a settlement is reached
at an early date, both sectors will suffer unnecessary financial set—
backs. The main problem lies in the difficulty of fishermen and proces—
sors reaching an agreement on what 1is a reasonable- return for all par—
ties in the existing climate of uncertain economic conditions.

The purpose of this report is to examine the economic factors which
are affecting fishermen, processors and markets for this year®"s Bristol
Bay sockeye and to discuss the influences each factor may have on raw
fish prices.

“Alaska Department of Fish and Game, 1979. Preliminary Forecasts and
Pro jections for 1960: Alaska Salmoi. Fisheries. Division of Commercial
Fisheries.



THE SETTING: BRISTOL BAY

Historic Background

From the 1880°"s until the late 1940"s, there were so few canneries
operating in Bristol Bay that the industry exhibited the characteristics
of an oligopoly. Prices to the fishermen reflected the lack of competi—
tion among processors for raw Tfish. Every spring, the price which was
offered to the fishermen was posted on the cannery wall, and fishermen
could either "take it or leave it." This was acceptable to most fisher—
men because of the many forms of assistance and accommodations provided
to them, which were similar to those provided to cannery workers. Few
fishermen owned their own boats or gear, as most boats were the property
c: the cannery. In 1934, the U.S. Fish Commissioner described the in-
c_:.try control in Bristol Bay as follows:

The great red salmon fishery of Bristol Bay Iis
practically controlled by about three large com—
panies and might well be considered by some as on
the borderline of monopoly.?2

At several times during this historic period, the Bristol Bay
fishermin h"ve formed associations to represent their collective in—
terests ,f the fishery. In the 1940 s, the Alaska Fishermen®s Union
(AFU) represented fishermen®s interests 1in the Bay. During the past
fourteen years, the Alaska Independent Fishermen®"s Marketing Association
has grown into this vrole and has generallyrepresented Bristol Bay

fishermen 1in negotiations on raw firn prices with processors. The
Western Alaska Cooperative Fishermen®s Association and other fish coop—
eratives have also participated on behalf of fishermen. While different

economic conditions affect the negotiated price each year, there are
certain unique features of the Bristol Bay fishery which have consis—
tently affected the price determination throughout 1its history. These

features, including the Bay"s remote location, the limited support

facilities available and the nature of the sockeye run itself, are dis—

cussed in this section. The specific economic factors which are unique

to the 1580 season are discussed in later sections of this report.
Location

Unlike fish landings in the Los Angeles area or any other major
population center, salmon landings 1in Bristol Bay are made a great
distance from major markets (see Figure 1). The initial distribution
point for nearly all of the canned product from the Bay is Seattle,
which 1is more than eighteen hundred miles by sea from the fish landing
area. Much of the fresh and fresh/frozen product travels several

“Frank T. Bell, U.S. Fish Commissioner, April 30, 1934. From Alaska
Historical Library, Alaska Packers Association Library. pP. 21.



<7 /"VO /, o \ntv- o . <sw J//- *' « WVi-a *le \ ) e 'l
Ol
/ A*» W °Eie cem A - oW feer e w < £ " A 0o N J . em i \ t w Mu
u»=>.. .
WS
h <
/ A \o¢ Ao(C > ") )
J '0,'Or/ | V?
V1A )
I/ KA \ A» -’ OMN op / v ~ i
V -9tf0oe. UJ
™ <V.c¢ * .5
,lOf'\OO / o° '™ /ﬁg. 'I.V/\* 19‘4[4‘/:
* .
Y . &*[Em-prts s ;
iV
éé AO -. 07 vV <AL, 2VN “- 11
T 0 -'A
"?’\f‘y X, =/
Figure 1 70, e .«//\ 1*
LOCATION MAP
T «rS fb f£ S .. \f",) :..7i//.A
.0 ( 757 VA _A ., "Viw'J'l. m
F*ASWVY . ca,ji -
SR T URN g
ool § A airid
/(A ,eV A M1, | 1Qa j
50 0 MILES X /A, .
rj-"T:::i* J/ .’-VLI / l

rimtrmn<nTrvTVE«yenmr T. 7T Tmnnnwi Titn'an.-nn'iimrms: rtnnein T/ T T/ .wNTeT Trrrer*. T isiire rarmjr.fratrrouD a.tdi'mivvjrrllisfr«: Trontoiaiw ifn n:



thousand miles further to 1its 1initial distribution point, th Tsukiji
market 1in Tokyo.

This transportation 1is expensive and time consuming and, thus,
Bristol Bay salmon is sardled with a variable but significant added cost
when compared with proM. ct landed closer to major markets. Due partly
to the high transportation costs incurred by the Bay"s remote location,
prices paid to fisherman have generally been lower for salmon landed 1in

Bristol Bay than for salmon landed at other locations in Alaska. The
annual costs of operating as a fisherman and as a processor/buyer are
increased as well by the Bay®"s remote location. These higher costs re—
sult primarily from the lack of inexpensive transportation to and from
headquarter cities. In addition, the Bay"s support facilities are
limited, further increasing the costs of industry support services.

Support Facilities

Because there 1is no land transportation linking 3ristol Bay to
other regions of Alaska, most goods are imported by air or sea. This
tends to make the construction of support facilities both expensive and
difficult, due to the Ilimited barge schedule and the high cost of air

freight transportation. There is no publicdock, although one is
planned by the Bristol Bay Borough.Until a public dock is functioning,
the fishery and other Jlocal industries are dependent upon the use of
private dock facilities. In the past, this has generally restricted

dock use to activity authorized by established processing firms which
maintain private docks in the area.

The short ice-free season also inhibits construction of shore

facilities. Following a late break-up in hay, there 1is little time to
complete any major construction before the early June king salmon season
or even the late June sockeye harvest. Both the short duration of the

construction season and the variable nature of barge and freighter
schedules combine to create a situation where deadlines are often missed
or considerably delayed, resulting in extremely high construction costs.

The airport facilities 1in King S..Imon are excellent. This airport
has all the navigational aids of Los Angeles |International Airport and
the capability to handle most aircraft, including loaded 747"s.
Dillingham airport can handle smaller jets and Hercules C-130 aircraft;
however, South Naknek, Egegik, Clark"s Point, the west side of the
Kvichak River, Ugashik and other landing areas have limited or no navi—
gational aids. Nevertheless, were it not for air transportation facili—
ties in the region, the fishery would be considerably less accessible
than it 1is.

The Nature of the Run

The nature of the sockeye run 1is also a major factor influencing
the Bristol Bay fishery. The run 1is concentrated in a relatively brief



twenty-three day period, and two-thirds of the harvest is landed in a
frenetic twelve day peak period.3 This factor alone creates unique prob—
lems for both fishermen and processors, but the enormous size of the run
during that brief period compounds the situation. The Bristol Bay
sockeye run is projected to comprise 88.3 percent of the Alaska sockeve
rroauction and 36.2 percent or STt ftiasxa saitnon production in 19S0~
For processors, as well as nsnermen, a Drier shutdown during the peak
period can make the difference between profitable and unprofitable oper—

ations for the season. The brief but concentrated nature of the run,
then, <considerably increases the risk of doing business in the Bay as
compared with other salmon fisheries. The extreme variation between

high and low sockeye salmon cycles adds yet another risk factor which
fishermen, processor-buyers and broker-d."._.stributors must accommodate.

Recent Develooments

During the past decade, a considerable share of the processing
sector operating 1in Bristol Eav has been financed or purchased outright
by foreign capital. However, another major change has occurred as well.
Several independent processors have been attracted to the Fov to pur—
chase sockeye salmon at relatively high prices to meet the unusually
great demand of the Japanese market for frozen salmon. During the
period of high demand, it was profitable for independents to fly or
tender out, build freezing facilities on-site, or use floating freezer
plants to process frozen salmon. Therefore, competiton for raw fish in
the Bay increased dramatically. Knowledge of the high value of frozen
sockeye in the Japanese marketplace filtered back to Bristol Bay fisher—
men, who generally felt that the pricer, they were being offered by pro—
cessors were less than their fair share of the high retail and wholesale
market value.

A strident bargaining attitude developed among fishermen in the Bay
in the spring of 1979 and, combined with strong differences of opinion
on the part of processors, resulted in a harvester strike. This strike
lasted for several days before a settlement was reached on June 27.
Reluctantly, processors accepted the two-tiered system based on_~.80 per
pound for product to- be- cannexLand SI1.25 per pound for product to 0¢
sold fresh orfrozen. The wunexpectedly highl1979 fish returns upset
many processor®"s plans in terms of the canning/freezing vratio, ” thus
forcing them (in spite of stricter fishing limits) to freeze a larger

proportion of the volume than expected - at the higher price to the
fishermen. Later in 1979, the frozen market collapsed, forcing many
processors to sell a portion of their product at aprice level that per—
mitted Little mark-up over the price paid for the raw fish. It is this

setting in which <considerable attention has been directed from all
quarters on market conditions, processing capacity and raw fish prices
in 1980.

Alaska Department of Fish and Game, 1979. Report to the Board of
Fisheries. December. Twenty-two year average.



FISHING AS A LIVING: THE COST OF DOING BUSINESS

During the past decade, the cost of doing business as a Bristol Bay

gillnetter has changed radically. Many fishermer. now have new, effici-
ent boats, electronic aids and mechanical improvements, all of which
contribute to higher operational costs. While the set net business has

also changed considerably, this discussion is focused on the drift gill-
net fleet.

Increased Risks

With the advent of at least fifteen independent buyers in the Bay
in the late 1970"s, and the implementation of the Alaska Ilimited entry
program, which put a ceiling on the number of fishermen with Bay per—
mits, there was real competition for Jlanded fish for the first time 1in

the history of the Bristol Bay sockeye fishery. Prices paid for raw?”
fish increased dramatically. This situation permitted many fishermen to
move away from the security (and control) of established processors and
consider buyers/processors as customers. The construction of indepen—
dent boat storage facilities is a reflection of the new .independence the
fishermen began to establish during this period. It s now apparent

that over-inflated salmon markets generated this period of exaggerated
competition for fishermen®s catches, making raw fish ot.lv temporarily
more valuable.

For fishermen who Jleft the cannery foldduring this period of
competition, the decision was a serious one. It involved taking a major
business risk, as they were no longer assured a customer for their fish.
Thus, the risk associated with the capital investment required to do
business as an independent fisherman has increased dramatically for many
Bay fishermen in the past few years.

Sample Fishing Costs

Tables 1 through 3 show sample fishing costs for Bristol Bay
sockeye in 1980, based primarily on costs for the 1979 season, but ad-—
justed to the 1980 permit, boat and interest costs. High, medium .v.d
low range examples are given to illustrate the varied cost structures of
Bay fishermen, based on the cost of the individual®s boat and permit and
his current rate of payments. All estimates are made for a catch of
5b,700 pounds of sockeye, the average catch in 1979.

The high range cost estimate, based on the purchase of a new boat
at $90,000 and permit at $106,000, 1is $66,410; the medium range example,
based on the purchase of a $50,000 boat and the same permit cost, is
$50,960; and the 1low range estimate, based on a $27,000 boat which has
been-paid off, 3nd a permit, which has also been paid off, if $27,940.
It should be noted that the average of these three examples is not nec—
essarily reflective of actual Bay-wide average costs, as there is no
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Table 1.

1980 COST OF FISHING SOCKEYE:
HIGH RANGE EXAMPLE

Eased on purchase of new boat at 590,000 and perr.it at 106,000.
Averge catch estimated at 56,700 pounds.

A. Fixed Expenses

Opportunity Cost of Entry Permit

Boat Payment-Opportunity Cost of Investment

Shipment of Boat
Insurance

Fish License
Assoc. Dues

Depreciation (7 vears)

$12,720.*
9,800.**
A,000.
1,800.
150.
250.
12 ,800.

Subtotal A

E. Variables

Fish Tax - 3%

Food and Meals

Fuel and Oil(Fuel $.86)
Labor Costs

Transportation

Materials and Supplies (including gear)

Close of Season
Telephone
Miscellaneous

Drv Dock Rent

$41,520.

1,500.
800.
750.
400.
950.

6,000.
220.
150.
450.

1. 200.

Subtotal B

C. Crew Share

$12,420.

12.470.

Subtotal C

Total Expense

* Eased on current prices. CFEC, 1980.

**Includes amortized interim financing at time of

purchase

12,470.

$66,410,

Percent of

Total

62%

19%

19%

100%

Cost



Table 2. 19S0 COST OF FISHING SOCKEYE:
MEDIUM RANGE EXAMPLE

Based on purchase of $50,000 boat and permit at $106,000.
Averge catch estimated at 56,700 pounds.

Percent o:
A. Fixed Exoenses Total Cost
Opportunity Cost of Entry Permit $12,720.*
Boat Payment-Opportunity Cost of Investment 4,800.**
Shipment of Boat 2,000.
Insurance 1,000.
Fish License 150.
A.ssoc. Dues 250.
Deoreciatior. (7 vears) 7.150.
Subtotal A $23,070. 55%
Variables
Fish Tax - 3% 1,500.
Food and Meals 800.
Fuel and Oil (Fuel $.86) 750.
Labor Costs 400.
Transportation 950.
Materials and Supplies (including gear) 4,000.
Close of Season 220 .
Telephone 150.
Miscellaneous i 50.
Drv Dock Rent 1,200. .
Subtotal B $10,420. 20%
Crew Share 12,470.
Subtotal C 12,470. 25%
Total Expense $50,960. 100%
* Based on current prices. CFEC, 1980.

**Includes amortized interim financing at time o.: purchase



Table 3. 197? COST OF FISHING SOCKEYE
LON SAXGE EXAMPLE

ased on paid off 527,000 boat and paid off permit,
.verge catch estimated at 56,700 pounds.

Percent of

Fixed Expenses Total Cost
Insurance 500.

Fish License 150.

Assoc. Dues 250.

Depreciation (7 vears) 3,850.

Subtotal A 4 ,750. 17%

Variables

Fish Tax - 3% 1,500.

Food and Meals 800.

Fuel and Oil (Fuel 5.86) 750.

Labor and Maintenance 700.

Transportation 950.

Materials and Supplies (including gear) 4,000.

Close of Season 220,

Telephone 150.

Miscellaneous 450.

Drv Dock Rent 1.200.

Subtotal B 510,720. 38"
C. Crew Share 12,470.

Subtotal C 12,470. 45%

Tota ™ Expense 27,940. 100"



estimate made for skiff fishermen, and it is not possible to determine
how many fishermen are represented in each category. However, the data
is useful in illustrating the various cost structures and the variation
in total costs among Bay fishermen, as well as to give an indication of
the relatively high costs associated with fishing sockeye in Bristol Bay
in recent years. The examples given are considered to be representative
of approximately seventy-five percent of the fleet.4

Cost Analysis: 1976 and 1980

Table 4 gives the cost breakdown for the average Bristol Bay drift
gillnet fisherman in 19765 and projects 1980 costs on the basis of the
increase in the Wholesale Price Index (WPI) during the 1976-1980 period.
It should be noted that the cost information in this table was developed
for the Bristol Bay drift gillnet fishery for all five species of sal—
mon, basec on the 1976 salmon season. The sources wused by CFEC in
developing this information were vresponses to a mail survey and CFEC
file data on the average gross earnings of the drift gillnet fleet in
1976.

As can be seen in the table, average fixed costs comprise at least
twenty-two percent of total annual costs and may be as high as twenty-
seven or twenty-eight percent, depending upon distribution of such ex—
penses as dues and moorage, administration and various equipment and
vessel repairs. Average fixed costs represent annual expenses 1irrespec—
tive of the decision to fish or not to fish during the season and irre—
spective of the prices paid for fish (except fish tax).

Variable costs are the most relevant costs to the Bristol Bay drift
gillnetter in making his decision whether or not it is worthwhile to

fish in a given season, 1in view of catch and price predictions. The
total average variable costs in 1976 amounted to seventy-eight percent
of total average costs. It is appropriate to separate crew share costs,
because these are structured differently than other variable costs.
Cost variation occurs for different reasons. Expenses such as vessel
repair, fuel, galley expenses and some equipment repairs occur as a
function of vessel running time. Thus, a significant change in the

amount of vrunning time necessary to catch a given volume of fish can
cause substantial changes from the "average" cost profile presented in
the table. Likewise, the dramatic increases in the cost of fuel in re—
cent years has significantly altered the 1976 "average"™ profile, as can
be seen from the 1980 fuel cost estimates given in Tables 1 through 3.

One other major change 1in the cost structure of Bristol Bay drift
gillnetlers has been caused by the explosive increase in the opportunity
cost of the entry permit. The current opportunity cost 1is estimated to

Mel Brown, AIFMA, 19S0. Personal communication.

"*Baker, June and Muse, Ben, Summary of Cost and Net Return Information
for the Bristol Bay Drift Gill-Net Fishery, Commercial Fisheries Entry
Commission, February, 1979.



GILLNET OPERATION IN 1976 AND PROJECTION
FOR 39S0, BASED ON THE 1976-1980 INCREASE
IN THE WHOLESALE PRICE INDEX (NTI)

Percent of
Total Averaee Costs

Fixed Costs 1976 1930 1976 1980
Insurance $ 170.00 $ 237.00
Depreciation 567.00 789.00"
0Cl 1,228.00 1,710.00"
0CEP 304.00 12,720.00"-

$2,269.00 $15,456.00 22% 53%
WPI- 182.9 254 .7 Net change 39.26%

Variable Costs

Dues 6 Moorage 103.00 143—00f/
Administration 187.00 260.00
Vessel Repairs 954._.00%* 1,329.00%*
License Fees 66.00 92.00 -
Fuel 380.00%* 529.00%*
Galley Expense 335.00%* 466.52*
Equipment Repair 510.00* 710.00*
Borough Fish Tax 102.00 142 .00
Travel & Flight 294.00 409.00
Clothing 133.00 185.00
Rental & Leasing 282.00 393.00
$3,346.00 $4,658.52 32% 17%
Crew Share
4,S15.00 6,705.00 46% 25%
$10,430.00 $26,519.52 100% - 100%

*Varies as a function of operating time

1/
"|f

2/
4/

Probably low due to greater proportion of new boats recently.

The opportunity costs of a limited entry permit is estimated to

be 12 percent of face value, e.g. $106,000 Q 12% = $12,720.00.
(Rogers and Kreinheder, 1980)

U.S. Dept, of Labor, WPI-1976 m 182.9, 1930 = 254.7 (39.26% change)
Probably low due to higher proportion of fishermen storing boats at
their own expense.

Source for 1976 data: Commercial Fisheries Entry Commission, Juneau, 1979



be twelve percent of transfer value (refer to Table 4), or $12,720,

compared with an estimated $304 in 1976. This represents one of the
largest cost factors in the 1980 breakdown and has the effect of signi—
ficantly increasing the minimum gross earnings necessary for a fisherman
to "break even" for the season.

Table 5 summarizes the fishing cost estimates given in Tables 1

through 4. This summary indicates that the cost of fishing rose faster
than the WPl between 1976 and 1980, as indicated by the higer cost esti—
mates for 1980 obtained on the basis of 1979 experience. The comparison

of 1980 costs and projected 1976 costs also shows that purchases of new
boats and expenses for independent boat storage and/or annual boat
freight to home port are also causing significant increases 1in fisher—
men®"s operating costs and changes in cost structure.

Price or Volume: The Issue 1in 1980

In summary, changes 1in the <cost structure of Bristol Bay drift
gillnet fishermen have resulted primarily from the following changes 1in
the fishery 1in recent years:

< A higher proportion of fisherman-owned boats
0 A higher proportion ;f new boats

A higher proportion of fishermen who are paying for
independent winter boat storage and shore support facilities

< The higher cost of obtaining an entrypernmit - -
0 Higher interest rates
< Higher fuel costs

In order to continue the trend of improvements in fishing
technology 3nd fleet condition which have been inititated in the late
19/0"s (see Table 6) and 1in order for the fishermen to maintain their
financial ability to operate in this fishery, the high cost of doing
business as a fisherman in Bristol Bay must be offset by either higher
prices or a greater volume of raw fish, or a combination of the two,
which will net the fishermen a reasonable return on his capital invest—
ment. Figure 2 illustrates the net 1increase 1in volume (or price) re—
quired to cover cost increases from 1976 to 1980.

Another way to view the 1980 <income requirement of Bay fishermen in
oraer to maintain the same cost/revenue position as 1976 1is illustrated
in Tables 7 through 10. The tables give the projected fishing receipts/
losses in 1980 for various raw fish prices and volumes for each of the
sample cost, levels presented in Tables 1 through 4. The tables indicate

that- fxut fishermen with average crsts as projected from the 1976 cost
L IR lwe 1 0 Zn TMa E MrMsm'~—yAiN\nH nf .iwr.mp VT]9



Table 5. COST OF FISHING: 1980 SUMMARY

Estimated 1930 Cost Illustrative Models for 1980
Based on 1976 Exoerience Based on 1976 Exoerience
(1976 + WPI 76-80) His"n Mid Low
Fixed $15,456 $41,520 $28,070 S =0
Variable 4,658 12,420 10,420 10,720
Crew Share (25%) 6,705 12,470 12,470 12,470

Total $26,819 $66,410 $50,960 $27,940



Manuf;cturer
Company A
Company B
Company C
Company D
Company E
Company F
Company G
Company H
Company 1

Company J

*Survcyoi."s estimate;

Source: Telephone survey by Richard G.

Table 6.

1978

25

NUMBER AND AVERAGE PRICE OF BOATS

BUILT & SOLD TO BRISTOL BAY FISHERMEN

1978-March 15,

1979

10

50

information confidential

1980

Wilson & Assoc.,

or unavailable

Average Price of

1980 Boat - 198C
20 $100,000
19 $ 95,000-100,000
4 $100,000-110,000
21 $ 70,000-78,000
2 $ 62,000-80,000
44 $105,000
90 $100,000
20 $ 85,000
*25 $ 75,000
*30 $ 60,000
March 1980



Figure ILLUSTRATION OF EFFECTS
OF HIGHER FISHING COSTS
ON THE MINIMUM®™ VOLUME
REQUIRED TO "BREAK-EVEN"
1976-19S0

1976
1980

POUNDS DELIVERED POUNDS DELIVERED

wX"] Indicates differences in volume required
co covet cose increases from 1976 Co 1980.



Table 7.

Cose: $26,819

Receipts Above/Below
Cost of Fishing At:

1976 Catch Level
(22,000 pounds)

1979 Catch Level
(56,700 pounds)

2 X 1979 Catch Level
(113,400)

16

PROJECTED FISHING RECEIPTS/LOSSES
FOR 1976 + WPI INCREASE, 1976-1980,
AT VARIOUS RAW FISH PRICE LEVELS - 1980

1976 Plus WPl Increase (1976-1930)

.40 .50 .60 70 .80 .90

-18,019 -15,819 -13,619 -11,419 - 9,219 - 7,019

- 4,139 + 1,513 + 7,201 +12,871 +18,541 +24,211

+18,541 +29,881 +41,221 +52,561 +63,901 +75,241
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Table 8. PROJECTED FISHING RECEIPTS/LOSSES
FOR HIGH COST RANGE EXAMPLE
AT VARIOUS RAW FISK PRICE LEVELS - 1980

High Cost Flange Example

Cost: $66,410

Receipts Above/Below-----——————————————m - - $/Pound--------—————--————-
Cost of Fishing At: .40 .50 .60 .70 .80 .90 1.00
1976 Catch Level -57,610 -55,410 -53,210 -51,010 -48,810 -46,610 -44,410

(22,000 pounds)

1979 Catch Level -43,730 -38,060 -32,390 -26,270 -21,050 -15,380 - 9,710
(56,700 pounds)

2 X 1979 Catch Level -21,050 - 9,710 + 1,630 +12,970 +24,310 +35,650 +46,990
(113,400 pounds)



Cose: $50.960
Receipts Above/Below

Cost of Fishing At:

1976 Catch Level
(22,000 pounds)

1979 Catch Level
(56,700 pounds)

2 X 1979 Catch Level
(113,400 pounds)

Table 9. PROJECTED FISHING RECEIPTS/LOSSES
FOR TI1EDIUM COST RANGE EXAMPLE
AT VARIOUS RAN FISK PRICE LEVELS - 1980

Medium Cost Range Example

—————————————————————————— S/Pound-----———---——mm
.40 .50 .60 .70 .80 .90 1.»
-42,160 -39,960 -37,760 -35,560 -33,360 -31,160 -28
-25,280 -22,610 -16,940 -11,270 - 5,600 + 70+5
- 5,600 + 5,740 +17,080 +28,420 +39,760 +51,100 +69



Table 10. PROJECTED FISHING RECEIPTS/LOSSES

Cost: 527.970

Receipts Above/Below
Cost of Fishins At:

1976 Catch Level
(22,000 pounds)

1979 Catch Level
(56,700 pounds)

2 X 1979 Catch Level

FOR LOW COST RANGE EXAMPLE
AT VARIOUS RAW FISH PRICE LEVELS -1980

Low Cost Rar.ae Exar.ole

——————————————— S/Pound-————————————-—————-
,40 .50 .60 .70 .80 .90
19,140 -16,940 -14,740 -12,540 -10,340 - 8,140
- 5,27) - 410 +6,080 +11,750 +17,420 +23,090

+17,420 +28,760 +40,100 +51,440 +62.750 +74,120

1.00

- 5,94.

+2S,76<

+85,46¢(



in the high cost range, based on 1979 estimates, the "break even" point

is between $.50 and $.60 for a catch of twice the 1979 average (113,400
range, it is approximately

pounds); for fishermen in the medium cost
$.90 per pound for a catch of 56,700 pounds (or between $.40 and $.50
for fishermen in the low cost range,

per pound for 113.400 pounds); and,
it is approximately $.50 per pound for 56,700 pounds of delivered fish.



BRISTOL BAY SOCKEYE PROCESSING INDUSTRY:
THE COST OF DOING BUSINESS 1IN 1980

la order to assist in the determination of what 1is a reasonable
ex-vessel price for the fisherman, this section describes the costs
associated with processing Bristol Bay sockeves in 19S0.

Sample Processing Costs For Various
Methods of Frocessing

IT all sockeye harvested in Bristol Bay were, processed 1in a single
form, the job of determining ™verage"" processing costs would be greatly
facilitated; however, this is not the case. Due partly to the large
anticipated sockeye run in 1980, Bristol Bay salmon will be handled and
processed in numerous different ways before it reaches the wholesale
market. The prices paid to fishermen must therefore reflect the pro—
cessing costs associated with this considerable variety of handling and
processing methods.

Sample salr = essing costs for fresh, fre”h/frozen and canned
production fo: th a... -e-based and floating processing plants located
in Bristol Ba”, other Alaska processing centers and British Columbia,
Canada are given in Tables 11 through 18. Tables 19 and 20 give sample
costs for fresh and fresh/frozen production of fish that are shipped
round to Seattle or any other major U.S. "market city”™ and then pro—
cesses the destination city. Cost estimates have been included for a
wide range of ex-vessel prices to account for the expectations of both
processors and fishermen for the 1980 season, The first wholesale price
figures shown in the tables represent the resulting price when estimated
processing costs at each level of production are added to the given
range of ex-vessel values. They should not necessarily be interpreted
as the current market prices, which are ,¥scussed in another section of
this report.

The processiug cost figures are estimates for the 1980 season,
based on personal communication with processors as well as actual exper—
ience working with several processing operations in Bristol Bay and
elsewhere in Alaska. The estimates are based on reasonably high .volume
operations and, subsequently, an\ smaller volume operations can be ex—
pected tc- have significantly higher costs. Shipping costs are based on
tariff rates quoted by Sea-Land on March 10, 1980. While the cost
figures reflect our expectations for the summer 1980 salmon season, they
are generally conservative estimates and it is conceivable that the rise
in fuel costs and interest rates may be even higher than currently pro—
jected, thus resulting in significantly higher costs of processing,
shipping and mark-up. It sho-.lId also be noted that the actual costs for
every individual processing operation may vary radically from the esti—
mates given due to several factors, including different tendering prac—
tices, wunloading technology and delivery limits. In addition, the 1in—
herent efficiency of each operatic:, varies considerably because all have



Till. 1 11 SAfII'l.E SAL.IIOH I'ltoCKSS Itill COSTS
KHK.SII/MIOZI-H I'ItOIHICT I11H, (ICAII-1UI

Costs .ire r.rparalrd into Iwo r,iti'i;nrles: Tin: cost:: In Catrp.my | arn expressed in S/Il.., rininil weight, |>,irrhasrd ami
delivered to |Ilif professing Pl.ini ; runts In Category 11 arn expressed in $/I]i,, m ove, ml 01 (iuishml (irmliirl weight.
Cost Category F.x-Vrssrl frilrr Mange, Hakuek
1. I'rimary Conln, $/l11>. Hound Weight.
A. Haw Fish Cost .35 .AO .AS .50 .55 .60 .65 .70 .75 .no .R5 .90
1.  Hrlslol Hay llorntigh Tax (3X) .011 .012 .01 A .015 .017 =OIfl .020 .021 .023 <02A .025 .027
C. Alaska Haw Fish Tax (IX) .011 .012 .01A .015 .017 .01(1 .021) .021 .023 .02A .025 .027
Il.  Tt'iid."i Ing/llandl ing/Fl ylng .sr. 5> .56 .56 .56 .56 .56 .56 .56 .56 .56 .56
COST/1Il. , =11 Will (HIT,  HELTVKIIKT) .93 Sl 1.(/. 1.09 1. 1A 1.2(1 1.25 1.30 1.36 1.Al 1. Af, 1.51
11. Catego.y Il Conln
A. lletevery, RAX . If. L1/ .in .19 .20 .21 .22 .23 L2A .75 .26 .27
Il. ZTrecessiiir/Ficcx Ing/l'arkag lug 1 .AO =A0 LAl Al A0 Al All *AQ .AO .AO LAl A0
C. Shipping In Seattle2 L(1A3 ,0A 1 .063 .0A3 .0A3 ,0A3 .WAS 1)7)3 .0A3 =0Al .OAI .MAS
I'HOIHIcriOH COST, S/MI. [I'HOHIICT WK1CUT 1.53 1.59 1.66 1.72 1.711 i,nr. 1.91 1.97 2.0A 2.in 2. 1f, 2.27
1.LKSS HKWFHIIK I HOII FCti SACKS'1 (=Of.) (.Of.) (.06) (.06) (.06) (.06) (.06) (.06) (.06) (.06) (.06) (.06)
hkt riioimcTioh cost, $/i.ii. niomicT weight 1. A7 1.5A 1.60 1.66 1.7? 1. 79 i,nr 1.91 i.on 2 .0A 2. 10 2. 1If,
I'ItOCKSSOIt  HAIIK- I (20X)'* .30 .31 .32 .31 .35 .36 .37 .31) A0 LAl AT LAl
WIOLKSALK T'ItICK, fol. SFATTLK 1.7/ 1.DA 1.92 1.99 5.07 2.15 2.22 2.29 2..in 2.7,5 2.52 2.59
1lie Imien ill reel professIng costs, nitrli nn lal.nr and plant overhead.
Shipping fusts have hern .ennvnrlml In round weight equivalents (o allow for rnnijial Il,i 111y will. primary ionln ni fullowr.i .0OS shipping
rum - .R5(.05) * .HAL
<'line recovery in figured a( 1.9% and |ri<<Ili. at $1.A(l, rrsulllug in: (.(3t'i) x (1Al = .0f>.
41nr Li.ll'it li.dirnl rosin, nut'll an general and .-lii. ltilsi ral Ivti, Interest, brokering and marketing. Tills In a rt.nnri will Ive llgure; llrnt

wliolrsair ..aik-i.].LK In rxrmn of 21% inml Lr runs lderml, will. Ilie ever-Inn ranlug runl of wi.ckiop, capital.



TullJo 12 SANPIK SALMON PIMICFSSIMC UISLS
| RKSII/IRO7.FH PRODUCTIOM, IIKAD-tIIT

Cup!r. .110 separated inln |wi> categnrir.i: The costs in Category | dm expressed in $/1la.. rnninl weight, pnrrhns-il .mil
(Ifrivficil In lilt" processing [ilmil; or.tr. In Category Il arc expressed in $/1li., rrenveaod or |Ilitlsland product weight.
Kk ek
Cost Cotegory Kx-Vnsr.el Price Itanpe, Haknrk

I'rimnry Costs, §/ 1la. Roinnl Wright

A, Pnw Kish Cost .35 00 05 .50 .55 00 05 10 15 00 .05 90
I).  Ilrislol liny Ilorough Tnx (3%) 011 012 010 015 017 010 020 021 023 020 025 027
C. Alnskn llnw fish Tnx (3%) 011 012 010 015 017 010 029 021 023 020 025 027
). TemlerIng/limnll Ing/F lying 50 50 50 .50 .50 50 .50 50 50 56 50 .50
COST/LII., HOUHI) WF.ICIT, DKI.I VF.IIKI) 93 90 1.00 1.09 1.10 1.20 1.25 1.30 1.30 1.01 1.00 1.51
I, Cnlegory Il Costs
A. Recovery, 75% 31 .33 .35 .30 .30 00 02 03 05 07 09 50
. Processing/Krerz1lng/Pnrknging 1 00 00 (1 00 .00 00 00 00 00 00 00 .00
C. Shipliing to Sentliel .0 in .03R 030 .0)0 030 030 0111 .0.10 030 . 0.10 030 .03H
PRODUCTION COST, 5/ 111, PRODUCT WKICIHT i.on 1.75 1.03 1.09 1.90 2.00 2.11 2.17 2.25 2.32 2.39 2.05
i itrovemn: from cut: saild.s (.00) (.00) (.00) (.00) (.00) (+0f.) (.00) (.00) (.00) (.00) .01 (.00)
[P.I" PIIOIIICIION COST, $/I.1l. PRODUCT wr. ICHIT 1.07 1.09 .17 1.03 1.90 1.90 2.05 2.11 2.19 7.20 7.1t 2.19
PRtIt'.PSSOR MARK-UP (20%)"* .32 30 .35 31 3l 00 01 02 00 05 07 .00
WIIOI.KSAI.LK PIUCF., foh SKATTI.F. 1.90 2.03 2. 12 2.20 2.2H 2.30 2.00 2.53 2.0.1 1.71 2.n0 2.07

Linr Imips allied wnrossihr rosin, such as labor and pinut overhead.

"Sliipliinp, costs have lii*oil ciinveit cil In rnninl weight rililiviilents to illntv for rompnlilillity wllli pi linnry cuntsnnfollows; .05sli I pp liik
cost - .75(.05) = .0 )11

1llne recovery in figured nl I.NX and prilcc/ 1li. nt $5.AIl, result lup. In: (.01%) x (3.00) - .lfi.

*Ilie Imien linllrect costs, sueli os genernl nml administrative, Interest, brokeringnml mm kel lug. Thin is ncnnnrrv.il lve figure; first

wholes.! e miik-ups In rxrrss of 20% must In: ruiiK lilereil, wllli the ever-Inrrenn lug cof.t of winking i.-.gitnl.



| |M<- 13 RAIII'U: SALIKII T'HICKSSIIIR GOBTS
I HIKSI/1 Htl7.CH PKOIIICI ION, I Alt-ilM
iii intisi.il. iiav on n.cAiiiit; riiiici.Hsnits
Cnsls .ill' M'piiralril into twn rntcp.nrics: IIn* rusts in Cnlrp.nry | nrr rxprrr.r.ri] in S/Ili., iniiinl weight, pnrrhniicil nmi
ilrl ivi-rril In 1Ilm prncesfiinp, pl.inl; rust i in Cnlrp.ory Il nn- exprer.seil in S/Ili., icrnvcrril iii finished prmlnet vrip.lit.
t.'nsl Category Kx-Vesrrel 1I'rlce It.inge Miknek

1. I'rini.iiy Cnnls, $/11>. Itninnl We ip,lit

A. lliw Kish Cost .35 .AO .h5 .50 .55 .00 .05 .70 .75 .HO .R5 .90

1. Hi into! Itiy llnrmtgh Tnx (3X) 011 .012 .Olh .015 .017 oin .020 .021 .023 .020 .025 .027

C. Alnnk.i llnw Kish Tnx (SX) .0in .020 .023 .025 .02n .030 .033 .035 oin .nho .003 . Ohs

1). Temlcrinp./lIniull log .10 . 10 . 10 . 10 . 10 . 10 .10 .10 . 10 .11 .10 . 10

cosr/i.it., itonmt wr.icnr, DKi.ivF.nRii .079 .532 .507 . hhO .095 . 7ThA CHtl) .1150 511 .'70h 1.(12 1.07
1. tintegniy Il Cciktn

A. Iteeovery, ASX .on .0*1 il .1 .12 .13 . Ih .15 . 1h .17 .in .19

1. I'rneons Ing/Kreez 1ng/l'nt knt; 1np,1 .70 .70 . (0 .70 .70 .70 .70 .70 .70 .70 .70 .70

C. Sliippinp, In Sentlie* .on .on on .on .011 .011 .on ,0H .on .on .on .on

I'lInmiicTioii cost, o/i.... iTtouticr wr.iom 1.3A 1.nhtl 1.h7 1.53 1.5") 1.00 1.72 1. 7n 1.05 1.'71 i.on 2. Oh
LIISS 1IKVKMtIK FKOIl 1.Gfi SACKS"* (.0h) (.0h) (.0() (=0h) (.0h) (. 0Oh) (.00) (.00) (.00) (.00) (.00) (.00)
hkt ruomicrmii cost, o/ i.ii. ntomtr.T wkihiit 1.2(1 1. Ih 1.hi 1. h7 1.53 1.00 1.00 1.72 i.in i.ns 1.'12 1.911
I'lItIICKSSOIt MAIIK-111*  (ZOX)'* .20 .27 .2H 2%7 .30 .32 L11 . 3h .30 .37 B =hO
WIIOLLKSALLK ntICK, (nli SKAITI.K i.r.h 1.hi 1.A) 1. 7h 1.HJ 1,92 1.7 2.00 2.17 2.22 2,111 2.3n
Linc lililrr. illmet prnec.tniiig riir.In, niiili nn Inlior naml pi.m| nvrilir.nl.  Dim In [Ilie extreme v.iilnlill1ly In Montiup protrannr», HIIlit (nr.|
nwiy vnry by i .11
ASli L fifiinp, rniit» li.ive lirrn rniivrilril tn rnninl weight cipil valent n In nllow (hi eniup.it Ilii 111y with primary ro.xtn nn lollnwn: .09 nil Ipp Ihr
toxIn - .HS(.(IS) = .011.
" recovery In fiitincil it L'IX naml oprlee/Hi. nt §) /1), litiiiletup. In;  (L1J1)) k (3.All) s .Oh.
“Inr Imil's Im Ilirrt inr.In, nnrli .in general unit minilnlnlratlvc, Intercut, Inlikerlhr nml Hintkel lug . I 1. n ennnrrvnl Ive ltgnre; llrr.t
wlinlen.ile ntii k-upn In exiCHn n| 20X niunt In* imm lileinil, with the ever-Incrrnn lhr runt nl wnrkiii|', i.ipllnl.



t.iMi. i/] sAunFsaunm fliocr.;sMin Ens_i_s -
KAIE&Z:IQW/::%" i AV tin nuAim: ridui i
Tot lvere'n in' o processim plant, erisi i €ntrpory 11 mo cxpioknoil m 0/111. roimal ol el tiol lemint 1 wo il

1. Primary Cnsls, $/Ili. Hound Weight

A Kw Kisli Cost H 60 6 5 5 60 6 0 B

Il HisInd liny [lorouph Trx (31) .8II 02 06 05 07 .oin 020 021 023 0%

C Alrkn TwKish Tax (51) 0B 10 03 05 0B 00 03 05 00 060

Il lenderiiir/llsinlLitp o o0 0 0 0 0 0 0 0 W

cost/uii., hound weight, iiei.iveiiei oy AR ST 660 66 AL HT 8% 91 .96
1. Category I Costs

A llorovary, | A R/ ) Bt R | .

IrooossmEn/Eroozlng/I nrkag dup L N . e 1 (| Y (| Y (.

C Sidijilor Ln Seattle2 o o o o o o w0 0 0

[IKIHGiON OOST, $/in. MOICT VBGHT 161 161 15 162 170 L7 in6 192 I9H 205
KRS IEVIMIE, THOY B SAKSL (06) (06) (06) (06) (06) (06) (06) (06) (.06) (06)
NET PMICTON COST, t/LIL IONICT Waaur - 136 162 150 1% 166 171 170 106 192 199
IMOCESIN HAIK-HL (201)" 2098 30 3N BB ¥ I O N M
WIILERALE I'lICE, inli KATTLE 160 170 lno 17 197 215 216 223 210 239
InclinloK illioil proirnnliiR rosin, mull an Inlmr nml plant ovcrlicnil. lino In Ilio extreme v.m Inlil [1ly In (InnlliiR processors
vary liy ( .1(l.
2ShlppInR cnnin linvr lioon cnnvrrl nil In rnninl wrlplil eipilvnlonln In nllnw for rompnt Iitl 111y wllli Jirlmnry ookIn nn follows:
rnnlfl - ./1>(.(I'3) = .07.
élino romvory in figured nl 1.'IX nml prilce/Ili. nt $3. A0, tonuilllug in: (.019) x (3.Aa1) - .10
“wiinlonalo innik-ups in sxcess nl 701 mumi ho considered, with Ilo sver-il) remlug nmi i winking iemiinl.

nL 90
15 07
063 065
00
102 107
3 .16
Al
-III_ 0
2132
(.06)  (.06)
207 216
i 6
260 257
.0") shipping



Tilil. 15 rAIPLK SAMEII l'I%(iii:KSSINC COSIT.
roIICrio

CAiiiii:i> iii niiisldi. hay

Costs ani separate*! Into two rategnrirs: Ilio rests in (‘alegory 1 are exprcssml in $/ 11.., rnninl weight, piirch.ir.eil anil
ilr 11ve toil In tin; process lug plant; costs in Category Il arc rxprrsscil In $/1li., rcrovcrcil or rinisliril proilurt wo lIplil .
Cost Category F.x-Vohsol I'rlrr Hange, Naknok

1. Primary Costs, $/Ih. Ilimnil Weight

A. llaw Kish Cost 33 .00 .05 .50 .55 .60 .65 10 .15 RO .85 30
Il Hiistnl Hay llornugh Tax (3X) 011 012 010 015 017 .0in 020 021 023 020 025 027
C. Alaska Haw Fish Tnx (0.5X) 010 0111 020 023 025 027 02') 032 030 030 .03n .000
1).  Tetuler Ing/Il.imll ing 10 10 10 10 10 10 10 10 10 10 .10 .10
cost/i.ii., fidiiriif wr.ictir, iiki.ivkhkii 077530 .5no .0in 02705 1) .B53 307 000 1.01 1.07

[1.  Category Il Costs

A Heroveiy, 00% 23 2% 10 31 .30 3 01 .00 07 .00 .52 .55
[I. Processing/C.inning/Parkagng! 310 510 510 510 510 510 510 510 510 510 510 510
C. Shipping to Seattle* 0l .05 .05 .05 .05 .05 *i)5 .05 .05 .05 .05 .05
PiiimucTioN cost, $/i.n. Pitonucr wficiit 1.2 ;o 1.05 1.57 1.62 Loy 177 1.116 1.00 2.01 2.0) 2.1
1KSS IICVKHIi; FillH KOC SACKS'1 o) (.00)  (.00) (.00) (.00) (.06) (.00) (.06) (.00) (.00) (.00) (.00)
hkt PHoiiucrniH cost, $/i.ii. product wcicnr 1.23 1.30 1.34 1.00 1.56 1.63 171 i.nt i.nn 1.'35 2.03 2. 12
PHOCIiSSOH 1IAIIK-UP (20X)'1 20 .20 283 31 A3 .30 30 .in 3l .01 .02
WIOLKSALF. PHICK, foil SKATTILK i.on 1.30 1.07 175 L 1."36 2.05 2.17 2.20 2.30 .. 00 2.50
Ilnrimlrs illicit pniror.ii Ing costs, siirli as lalmr ami plant ovriiicnil. llanoil on ADI'OC projections ol 21) one poinnl anil Il ono-ti.il I ponml
linos nporat ional in Illrinlol Hay In I'IflO nml pioiennliiK costs of $.00/lh. lor one ponilil lines ami $.77/11*. for one-liall poinnllines, the

wclghtcil nveinge cost eipials ,6fl'1(.00 t ..11(. 77) = .510.

*'llilpp Ing coiils have l.ecu converteil to rnninl weight iipilvalentn to allow (or compal lhi 111y with primaiy costs as follows: .07 shipping
costs - .GO4.07) = .(O!.

¢line recovery 1Is llgnrcil at 1.'3X anil prilce/lli. nl $J.AO, resulting In: (,01'3) x (.1.™MI) = ,0ft.

*Inc Itnli*s liullrect coals, r.nrh as general ami aituilnlstrnl Ivo, Interest , brokering nml marketing. fhls Is aconservative figure; flrnt

wholesale iiiaik-upn in excess of 20X imsi ho coni lilotoil, with the ever-1ncreas log cost of wotking capital.



Cost* are separated Into two

ilel lvoieil

Cost Category

1. TIrimary Costs, $/lh. lloiuid Weight

A. Haw Fish Cost
ftristol Hay llornugh Tax (3%)
C. Alaska Haw Fish Tax (6.5%)

1). ‘'lender 1liig/llaud liug

CfliiT/L.n. , HOII) WKIGHT, DKLl VRHRI)

1l. Category Il Costs

A. Himuv 'ey, fifi%
Il.  I'rnrer <ing/Caun 1ng/l'acliag 1ng2

0. Shipping to Seattle'l

rummerion cost, $/i.ii. rummer wkkiiit

1.LKSS 1IFWI1IF FIAI FIIG SACKS'1

MKT ITIOIHICTIOH COST, 5/1.11. ."HOHIICT WKIfillT

ITIOCKSSOR HHAIIK-lir (2<»X)5

WIOLKSALK I'H.CK, foil SKATTILK

*A recovery rale of

2Inclodes direct processing costs, such as
with processing costs of $.3I1t/|h. for

75(..in 1 .25(./r.)) = ,t>n.

#Shipping costs have heen converted to
costs - .f.6( A)Vt) = .021.

mline reeoveiy 1n figured at 1.9% nod pilce/lh.

m'Includes Indirect costs, such as general

wliolrK.ilr iii.iik-ups In Ixtcfis of 20X mill

In the processing pi.ml5

less than fifi% may result

Tni.ic

rntegur Ics:
cnsls

.33

.011
.OlIfi
. 103

.36

.29

.021

1.3A3

(.06)
1.29
.26

1.33

fcoin

11!

ST.AO,

16

The costs
in Category Il

Al
.012
.oin

. ms

.62

.32.

.021

1.All

(.06)

1.17

nod ailminlsirnt lve,

I rmifi i , with

CANNKI

.A3
.01A
.020

.ins

.67

Vi
.67
.021

1.50

(.06)

1.AA

.29

1.71

Inlmr and plant overhead.
. pound 1liues and 5-95/Ih.

resulting

Inlerrsl

for

In;

In Category
are expressed

.50
.015
.021

.ms

.72

.17
.67
.021

(.06)
1.52

.30

Increased transport distance:

saiii'l.k nAi.tum ntocr.snitii;

riOlNCIHIIM
CAiiifuT'iN s6ilTiii:Aiir ai.aska aiid
[IIUTISII COLMIIUA, CANADA

costs

rniinit we Ip,lit,
nr finished product weight.

are expressed in $/Ili.,
in $/lh., leenvereil
Kx-Vessel I'rlre Hange, Naknrk
.55 .60 .65 .70
.017 oin .020 .021
.025 .027 . 1129 .012
L1115 .ins . ms .ins
.m .m .nn .96
LAl .61 .66 .6n
A1 .67 .67 .67
.021 .021 .02 1 021
1.67 1.75 I.m 1.91
(.06) (.06) (.06) (.06)
1.61 1.69 1.77 i,ns
.32 11 .15 .17
1.91 2.02 2.12 2.22
Miercforc, this cost

.75

.021
.036
. IRS

.99

.51
.67
.021

.80
.026
.036

. ins

.56
.67

.021

(.06)
2.02

.60

purchased and

.ns
.025
.oin

. 185

.57
.67
021

(.06)

lactor m\ ha conservntilve.

.90
.026
.060

. IRS

1. 15

.59
.67
.021

2.21

(.06)
2.17
.61

2.60

llasrnl on projections of 50% one pound and So* oue-ha 1f pound 1llues,
the weighted average Crist equal R

round weight equivalents to nllow for

one-<hall

pound

(.019) x (3.A0) =

, brokering and marketing.

lines,

.00."

rompal ihl 111y with primary costs as follows: .(I.Ti ‘'hipping
Tills Is n conservative figure; first
(eipilnl.

Ilie rvrr* Inrrran hip,

rowl «l

wmklnp,



Tikl-17 SHIFLK SNl Iprv.zxsill0 COSTS
FRESH FIStIIUCTICH, TIEAL"-IUF

CHEIOUTER 111 MA.mil U.S. CITIKS
OH COtIFIKHCIAL. Al I INKS

Cnsls nre separated Inin tun categories: The costs In Category | nre CX]Jiirssr.l In 5/11* |, rnninl weight, purchased nml

<Irl Ivrrril to Ilic process lor plnnL; costs In Category Il arc rxprcsscil In $/I1It., recovered or (Inlslicil product weight.
S

Cost Category Kx-Vensel I'rlce Knngc, Hnknck
1. I'rimary Costs, $/lI>. Ilnnml WeiRlit

A, Raw Fish Cnsl .35 .60 .65 .50 .55 .60 .65 .70 .75 .no .R5 .90
. Ilrlslol liny IlnronRli Tnx (JX) .011 .012 .016 .015 .017 .01B .020 .021 .023 .026 .025 .027
C. Aliskn llnw Kir.li Tnx OX) .011 .012 .016 .015 .017 .0in .020 .021 .021 .026 .025 .0.7
Il.  Tendei lii];/linn*ll lug/Fly lug .56 .56 .56 .56 .56 .56 .56 .56 .56 .56 .56 .56
COST/ML , nai wr.ICHT, DEM VKIIEI) 91 an 1.06 1.09 116 1.20 1.25 1.30 106 1.61 1.66 1.51

11. Category 11 Cnsls

A.  Recovery, 75X 31 .33 .35 .36 .30 .60 .62 .63 .65 . .67 .69 .50
It. Process liir/Clil 111ng/Par kap. 1np.1 .25 .25 .25 .25 25 .25 .25 .25 .25 .25 .25 .25
C. Shipping lu Kenllle* .26 .26 .26 .26 .26 .26 .26 .26 .26 .26 .26 .26
i-iionuciion cost, s/mMie product wctciir 1.66 1 no i.nn 1.96 2.01 2.09 2. 16 2.22 2.30 2.17 2.66 2.50
I.LESS REVENUE moil KUO SAI.KS1 (.06) (.06) (.06) (.06) (.06) (.06) (.06) (.or*) (.06) (.06) (.06) (.06)
NET [I'ItnnilCTION COST, S/I.1l. PRODUCT WEICUT 1.60 r.26 1.02 i.nn 1.95 2.01 2.10 2.16 2.26 201 2on 2.65
I'lOCESSOIt  HAILK-1111 (20X)* .32 .35 .36 on .39 .61 .62 .63 .65 .66 .60 .69
WIIILESALE I'RUK, (nl. MARKET CITY 1.92 2.09 2.in 2.26 2.36 2.66 2.52 2.59 2.69 2.77 2. (16 293
"Includes ill reel processing enstn, sinli nn Inlnir nml pi mil overhead.
AShipping costs have heen convertnl In round wclrlil npilvnlentn to nllnw Jlor cnmpnt 11*1 111y wllli piliu.ny roNIn no (nllnwti: $02 shipping
cnsls - . 75(02) = .26.
"Htnr rcrnvery Is Ilgored nl 1.9X nml price/lli. nl 51.7l, rcsnllinp, In: (.019) x (.1.1*0) = .06.
~Nlncludes Indirect cnslti, sneli ns genetnl nml iiliiilnistrntlvr, Interest, brokering nml market lug. This In n conservnllve figure; (Ir.sl

wihi Irtinlc murk-upn hi vKvenn of ?0T muni !'x= ru.fil , wllli Jlie pvrr-Im renn lup, ri.nt of working rnplt.il.



Talilr Ifl SAIIPLLK SALIIIU I'KIICKSSMIC COSTS
HEHH HPS .. . .
mi il richii.T mu, iikaii-uik
piiocksscu in milnidi. iiAv and
H.DHN 1(1 At U.S. [1AIKKIS
ON CHAIITKIt Al IICItAKT - KISli
AIE Nil IPPKIJ THUICHI.RKU
Costs arc- scpai,tloil into lwn categorlra: The cnsls [lii Category | arc expressed In $/11>, rotnnl weight, [>urrliancil nml
ilclivercl lo the process Mir plant; costs In Category Il arc expressed in $/Ili.t recovered or finlslied product weight.
Coat Category Kx-Vessct Price Range, Naknek
1. Primary Costs, $/11.. Round Weight
A Raw Kisli Cost .35 .60 .65 .50 .55 .60 .65 .70 .75 .no .R5 .90
1. llristnl ILiy llorougli Tax ('"I) 011 012 016 015 017 oin 020 021 .023 026 .025 027
Alaska Raw Kisli Tax ( IX) 011 012 016 015 017 oin .020 021 023 .026 025 027
). Tendering . 10 . 10 . 10 il . 10 . 10 . 10 .10 . 10 .10 . 10 . MI
COST/MI. , Mt/ WF.ICIIT, ilF.I.I VKIIKI) 67 52 51l .63 6 R .76 79 116 n7 .95 1.011 1.05
1i. Categnry 11 Cnsls
A. Rrrovriy, 75X . 16 L1/ .19 21 .21 .25 .26 2(1 .29 .32 .33 .35
1. Process lor/Clil 111hr/Par kag liir 1 .29 .29 .29 .29 29 .29 .29 .29 .29 .29 29 .29
c Sli 1pp 1liir to Seal lie* .in .31 1D . 3R .31l *3R ~in .33 3n . 31l 3/1 .30
'TIOIMICTION COST, 5/MI. PHUNICT WP.ICHT 1.30 1.36 1.66 1.51 i.5n i.66 1.72 1. (9 1.R3 1.96 2.011 2.07
1.K.SS 1ICVK.NIIK FROM FCO SAI.K.S3 (sor.) ( 06) (.06) (.06) (.06) (.06) t.06) (.06) (.06) (.06) (.06) (.06)
NKT PRODUCTION COST, S/I Il. PRODUCT WKIfillT 1.26 1.30 1.3R 1.65 1.52 1.60 1.66 1.73 1.77 i.nn 1.96 2.01
ITWICKSSOH MAIIK-1IP  (2<»X) " .25 .26 2.1 .29 .30 12 .33 .35 35 311 .39 .60
WIIDI.CSALi: PRICK, loli IHARKKT CclIvVr 1.69 1.56 1.66 1u 1.R2 1.92 1.99 2.011 7.12 2.76 7. 13 2.61
. . t . . . .
*1Inc Imlcrt direct procrrirtllig ionln, niicli an laluir nml plant nvei Item! t
afsli Ipf*liir ronlu have hren ronvertnl to round weight equivatent* to altow for «onspntlhl11ly witti primmy conln NN follow *: $.51 xitipprinRr
for.1%- ./'i(.51) = 311
#Hoc recoveiy 1* llgiinnl nl 1.*%X nod pilfe/'h. nl $1,611, irnultiiip, lit: (.(1*)) x (3.A0) K .06.
*Include* Indirect ioklh, nodi nn prnrr.d nn’ ndniliilnl intlve# lolrrenl, limbering *iod inn hot liir. ililn In n dinnervntive figure; flrnt
wliolrnnlr mmk-upn In exccnti of 7IIX nmnl I*e nun ldrred, wllli Ilie ever -1ncre.in lor font “W winking cnpltnl.

wldi ivpliir nmsn to mitHrt flly me <fplic.iMe ,0 oil

U.S. went count mid mldwenl

cl Hen.



tikov" auiau* lathir k.j-S" Wjuk
lulll< 13 SAiiri.K saiiion riiiiri:;;;jii;<! costs
fiicho riinniicTiim, iiiah-oif
Fisii Ain: r;iiim:i> fibiiiiii to'skatuf.
on oiiikii iiAiiKi.r citv imif.cn.v
rilon nitism iiav oh ciiaimt.ii
AIRCRAFT - FISH AIIK PHOCKSSKD IH
HAILIKF.T CITY
CostH arc separated Into two categories: The costB in Category 1 nre expressed In $/11» . romnl weight, purchased nml
ilrl ivered to the processing plant; costs in Category |l are expressed In $/!!>., rcrovernl or finished product weight.
Cost Category F.x-Vessel Price Range, Naknek
1. Primary Costs, $/lh. lloinnl Weight
A. Haw Fish Cost is PO . A5 .50 .55 .60 .65 .70 .75 .no .05 .90
1. llrisinl Hay Horough Tax OX) .011 .012 .01A .015 .017 .oin .020 .021 .023 .026 .025 .027
C. Alaska Haw Fish Tax (.IX) .mi .012 .01A .015 .017 .oin .020 .021 .023 .026 .025 .027
1> Tender lug/llamil ing/Tlying (e .61 .61 .61 .61 6]. .61 .61 .61 .61 .61 61
COST/1.11., HOUND WEIGHT, HFI.I VKIIKI) .9R 1.01 1.09 i 1A 1. 19 1.25 1.30 1..16 1. Al 1.66 1.51 1.56
Il. Category Il Costs
A. llernvery, 75X .31 .15 .16 .18 . Am .62 .61 .65 .67 .69 .50 .52
Il.  Pioress 1ug/Clii 11ing/I'ackag 1ng"' .22 .22 .22 .22 .22 .22 .22 .22 .22 .22 .22 .22
PRODUCT Hill COST, $/MI. ['UODIICT WKItillT 1.5.1 1.60 1.67 1.7A 11T 1119 1.95 2.01 2. 10 2.17 2.23 2.30
I.ESG IIKVKNIIF. Filllll EGG SAI.F.S2 (.06) (.0f)) (.06) (.06) (.06) (.06) (.06) (.06) (.06) (.06) (.06) (.06)
IIF.T PRODUCTION CUNT, S/I.Il. ITIOHICT WKIGHT 1.67 1.5A 1.61 1.nil 1.75 1.03 1.09 1.97 2.06 2. 11 2 17 2.26
PROCESSOR IIAIIK-UP (20X)n .29 11 .32 .16 .15 .37 .in .39 61 .67 .61 .65
wiioiksai.k piiiit:. ioh iiAiwr.r city’ 1.76 i.ns 1.9J 2112 2. 10 2.20 2.27 2.16 2.65 2.51 7.60 2.69
"luiTinlrr. illrecl processing costs, such an lahot a ,i' plant uverhenil.
2Roc leroveiy In figured at ,.9X unit pilcn/Ih. 5). AO, resulting In: {.01*)) x (3.AO0) a .00.
wincltides Iml)iml rosin, surh ns gi-neial nr: nilinininl Inl lve, Interest, brokeringami mm kel lug . Ilhiti In a ronneiwal Ive figure; first

wholesale maik-opn In exrenn of 201 arm

'Shipping cniitn lo inaiki'l illy are applicable in all

lie connlileieil, wllli the ever*IncrennIng ro.il

nt working capital.

M.S. went const nml inlilwent rlllon.

i



iiii 1- 20 SAiin.K saijioii iitoci.sr.im; costs
i m=-sn/jijo;:i.n_rmiDycium, icaii-oit

ki.owti to siz/\mr. iii iiik iiiiiimi
AM) 1HIOZKH 171 SIIAIT LK

(Inrdr. nrr rorpnmteil Into Iwo rafrf,«rlrs: The corlr in (!nlegoty | nre expressed In $/Ih.t romul weight, pnrchanoil nml
elrliv¥iml In Ilie pmritusliiR plnnV; rostfd in ILitrjssry Il nn* exprcafieil In $/11*. rrrnvrrnl or finlr.heil preninrl weight.
“mm =" - L _ — e o K —Fe- L — ST
Cost Cntrgnry Kx-V.-ssfl Irirr ILHIRF, Nnknrk

1. I'rlmnry Cnitn, $/ 11> Iloiiml Wclglil

A. llnw Kl nil Cunl .15 .60 .65 .50 .55 .60 .65 .70 .75 .N0 .05 .90
1. nriKtol liny HnroiiRli Tnx (.1X) .011 .012 .016 .015 .017 .0IR .020 .021 .023 .026 .025 .027
C. Al.mSta ILiw FInli Tnx (3X) .011 .012 .016 .015 017 0111 .020 .021 .023 .026 .025 .027

Tro.Irrime/1Liinll Ing/FlyliiK 61 61 .61 .61 61 .61 .61 61 .61 61 .61 61
COST/111L, HOUND WKICIIT, HKILIVKHEI) .0n 1.03 1.09 1.16 1.19 1.25 1.30 1.36 1.61 1.66 1.51 1.56

Il. Cnli'rumy Il Conin

A leinvrry, 75X .33 35 36 30 6(1 62 63 65 67 .69 50 52
1 1'nu.'sn LiR/Crer 2LIR/IlINK Liir 1 A . n 35 35 35 35 35 35 35 35 35 35
ITIDIMICKION COST, *$/1.1.  ITIOINICT WKICUT 1;3-6—. 1.73 o 107 196 2,02 200 216 223 2 2.3 263
ikss 1ICVCUUT. MINI me sacks* (.06) (.06) (.06) (.06) (.06) (.06) (.06) (.06) (.06) (.06) (06)  (.06)
hkr I'ltoinicrioii cost, s/iii. roomier wrioirr 160 167 176 201  lnan 296 702 210 217 722 230 2317
TIIOCCSSOH MAIIK- 11 (20X)-1 32 31 15 36 N 39 .60 62 63 .66 .66 67
VIIOLKSACK I'll 10K, fnli SKATTLK 192 200 209 217 226 235 262 252  2.60 266 276  2.nb

*Inr Imien illirrl protvnning rontn, himlt nn Inhnr nml plnnl overhead.
3line recovery In (1 r<d nl. 1.9% ah» pilec/lh. nt reuniting In: (.019) x {\1.4U) =.06.

winr Luilrr. Imllrerl rnrilii, finch .in general nml mlnilnint rnt Ive, Interim!, ImiKeilng nml inn»kel Ing. Thin In n ronnervntlve figure; (Irnt
who Ir finle *narh-upfi In excen?i of /OX miimil he rnn.nlilereil, with the ever-Inn ennlng emit nl wmhlug rnpltnl.



been in existence for varying lengths of time and therefore contain a
vide range of state-of-the-art processing technology.

The wholesale prices given in the bottom 1line of the processing
cost tables represent the minimum prices required by the processor in
order to process Bristol Eay sockeye with a reasonable profit margin in
1530. Analysis of these minimum wholesale prices for the various
methods of tendering and processing indicates that the least expensive
method of processing, resulting in the lowest wholesale price per pound
of raw fish purchased, 1is canning in Bristol Bay (Table 15). The next
least expensive options are fresh production, head-off, processed in
Bristol Bay and fresh/frozen production, head-on, processed on floating
processors in Bristol Bay, 1in that order. It is generally more expen—
sive for processors to fly round product to other Jlocations for pro—
cessing; however, this depends, to a great extent, on the particular
efficiency of each individual operation, and especially on their ability
to maintain quality control.

Were it possible for all processing to take place in Bristol Bay,
it is evident that this would be the more desirable option for pro-—
cessors. However, this is not possible due to the large anticipated run
and to the Jlimited production capacity in the Bay. Although Tlimited
data 1is avertable, the next section gives an indication of what the
actual breakdown of the 1980 sockeye run might be, by processing type.

Projected Breakdown of the Bristol Bay
Sockeye Run By Method of Processing

It can be assumed that the majority of sockeyes will either be
canned or frozen, while a smaller percentage will be- sold fresh. Canned
product may be processed in shore-based facilities in the Bay, flown or
tendered for processing at other locations, or it may be frozen and then
canned at a later date. Frozen product may be processed in shored-based
tacilities or tendered for freezing at other locations in Alaska or on
the Pacific Coast.

The Governor®s 1980 Fishery Harvest Planning Group anticipated the
tallowing breakdown of processing types for Bristol Bay sockeyes in

1530:

Projected Processing C/.pacity 1980

Canning 1in theBay: 41%
Freezing in theBav.:* 25%
Flying: 20%
Tendering:* 12%

"Proportions for both freezing and tendering could vary by several
percentage point. depending upon (1) the feasibility of tendering to
canning lines as iar away as Southeast Alaska and Prince Rupert, British
Cclumbi3; and (2) the extent of participation of foreign freezer/trawl-
ers during the 1980 season.



It can be assumed that all tendered raw product which is not flown will
be canned. Therefore, the canning (41%) and tendering (12%) proportions
may be combined to arrive at a projected (53%) canning capacity for
1980. Most of the remaining 47% will be frozen.

Feasibility of Tendering Salmon To Southeast Alaska
and British Columbia, Canada for Canning

Because of the anticipated high volume of fish this year, which
will most 1likely exceed the processing capacity 1in Southcentral and
Western Alaska, it has been suggested that long distance tendering of
raw fish would enable processors to handle more volume. The following
is a discussion "5 the feasibility of this option.

Tendering significant quantities of Bristol Bay sockeye to canning
facilities in Southeast Alaska and British Columbia, Canada 1is generally
considered technically feasible if the fish 2re held in RSW. The run
time with modern highspeed tenders allows the fish to be delivered in a
condition suitable for canning. Two major 1impediments of tendering to
British Columbia for <canning are the availability of adequate RSW
tenders and the cost attributed to this method of product movement and
processing. It is generally agreed that there 1is not a sufficient num—
ber of RSW tenders 1in the U.S. fleet to move the large volumes of pro—
duct which would make this a viable alternative. This 1is especially
critical in the Bristol Bay situation,as the short season and long haul
demand that each boat can make only one run. There are, however, sub-—
stantia] numbers of Canadian tenders which could be put 1into service
should the State of Alaska allow the tenders, with adequate notice, to
operate in Alaskan waters. Assuming that, adequate tenders are avail—
able, the next most important issue to resolve 1is cost. If the cost of
fish purchases, tendering, processing and shipping exceeds the first
wholesale value of the product, the tendering of the fish to Southeast
Alaska and British Columbia 1is not feasible.

Depending on the capacity of the vessel and the length of the
charter, tendering costs range from $.133/Ib. to $. 188/1b. for an aver—
age of $.16/1b for fish delivered toBritish Columbia and Southeast

Alaska. In addition to the tendering charges, there will be a grounds
charge of about $.025/1b. for loading the vessels. This is comprised
primarily of labor charges for unloading fishing boats and handling fish
tickets. Total tenderingcosts therefore average $.185/1b. Table 17

outlines the costs related to tendering Bristol Bay sockeye to Southeast
Alaska and Eritish Columbia for canning.

The International Pacific Salmon Fisheries Commission projects a
total 1980 Fraser River sockeye run of 3,200,000 fish, which will be a

low run compared to 1979. The total Convention Waters catch for each
country (U.S. and Canada) will probably be about 800,000 fish, the
lowest since 196". Since 1980 is an off-cycle year for pink salmon in

British Columbia and a very poor run is expected for Fraser River sock-—
eye, it appears that processors in British Columbia may have excess
canning capacity in 1980. The largest pack in British Columbia during



c.he last ten years was about 1.9 million cases. Should the 1980 British
Columbia salmon runs come close to the predicted level, Canadian proces—
sors may can between 600.000 and 900,000 cases this season. This should
leave an excess capacity of about one million cases in 1980, assuming no
conflicts 1in production schedules.

It appears from this discussion that the option of long distance
tendering is feasible this year, depending upon the availability of ade—
quate RSW tenders. It is, however, a more expensive option than canning
at locations 1in Western and Southcentral Alaska.

Other Economic Factors Affecting Processing
Costs for the 1980 Season

Many of the large and small processors operating in Bristol Bay are
finding it very difficult to arrange adequate financing for operation
during the 1980 season. This 1is due to five major factors impacting the
industry:

1. Extremely high interest rates associated with lines of credit
for working capital. Many processors must pay two points over
prime for any working capital credit line. With the prime
rate at 20%, the cost of borrowed funds is extremely high,
even for large processors with well-established financing
structures.

2. Substantially reduced availability of preseason advance monies
from all Japanese buyers. Traditionally, a large portion of
the product sales to Japanhave been based upon preseason ad-—
vances, which have reduced the processors need to borrow
working capital. Without this source of funding, tdditional
pressure is placed upon traditional credit lines.

3. Extremely depressed market conditions. Much of the frozen
sockeye produced in Bristol Bay has traditionally been sold in
Japan. Currently, the market price for red salmon in Japan is
substantially below the 1979 market level. In addition, the
carryover inventories of product from 1979 into 1980 are ex-—
tremely high. These large <carryovers have depressed other
world markets as Japanese product moved elsewhere. Processors
have been unable to sell red salmon 1in some product forms or
have had to .Liquidate inventories at a loss in recent months.
The 1large runs forecast for 1980 indicate that market condi—
tions will remain depressed.

4. U.S. financial institutions desire to cut lending. All of the
major banks who have traditionally financed the U.S. proces—
sors have seen the financial strength of their clients fall in
1979. Coupled with their increased cost of funds and the
above factors, they desire to cut their lending to the pro—
cessing sector, not increase their credit lines.



5. Substantially increased risk for processors. In addition to
the above factors, all of which tend to force processors to
restrict their operations, the processors believe they annot
afford to support raw fish costs anywhere near those paid ;.n
the 1979 season. They view the current price demands of fish—
ermen as wunusually unrealistic. Unsettled pricing, coupled
with the other factors mentioned above, have substantially in—
creased the risks associated with processing in Bristol Bay.

Any of the five factors mentioned above, taken alone, would tend to
decrease the processing capacity inBristol Bayduring the 1980 season.
Taken together, wunless there is a radical turn of events, it appears
that current financing methods will not be adequate to meet the needs of
processors this year. The ultimate result will bea reluctance on the
part of the processors to engage inany Bristol Bay operations that are
considered to be an economic "risk™ either in terms of the price or
volume of fish purchased.



MARKET CONDITIONS AND TRENDS

Retail. Wholesale and Raw Fish Price Trends for
Canned and Fresh/Frozen Salmon: 1972-1980

Retail Prices

Table 21 shows retail price averages for canned sockeye in ten U.S.

cities, 1973 through 1980. Data for the retail canned prices were ac—
quired by the U.S. Department of Commerce, National Marine Fisheries
Service (NMFS), Marketing Division, "Price Watch"™ summaries. Comparable

retail price data on fresh/frozen sockeye is not available from NMFS due
to a lack of consistent supply of product to the retail outlets
surveved.

Wholesale Prices

Table 22 shows the first wholesale market prices for fresh/frozen

salmon, 1976-1980. Data for the fresh/frozen salmon prices were ac-—
quired through personal communications with salmon processors and
brokers in Alaska and Seattle. The information 1is necessarily somewhat

mere arbitrary than it would be if an independent data source were
available; however, none exists which is directly applicable to Alaska
fresh/frozen salmon product. Prices are given for No. 1 grade product
for the species and sizes indicated. It is estimated that approximately
eighty-five percent of fresh/frozen gillnet-caught salmon 1is No. 1 grade
and would therefore be reflective of the bulk of the product repre—
sented. Prices for No. 2 grade salmon are approximately fifteen to
twenty percent below prices for the No. 1 grade product. Due to the
wide variability 1in grading systems and the lack of any objective stand-—
ard, prices are only indicative of the approximate range that the rele—
vant products were selling for.

Tables 23 and 24 show the first wholesale market prices for canned

salmon, 1971 through 1980. Data for the canned salmon prices were ac—
quired from the U.S Department of Commerce, National Oceanic and
Atmospheric Administration, National Marine Fisheries Service, Fishery
M3 ket News. Industry sources indicate that while these prices may 1

high by $1 to $2 per case ($.02 to $.04 per pound), they do accurately
portray market price trends over the specified period.

Raw Fish Prices

Table 25 shows the negotiated raw lish prires for sockeye salmon in
Bristol Bay, "954 through 1979. Table 26 shows the raw Tfish price in
Bristol Bay (7966-1979) in relation to the average wholesale prices for
canned sockeye, based on Alaska Department of Revenue estimates.



Table 21. RETAIL PRICES FOR CANNED
SOCKEYE SALMON, 1973-1930

Year Jan. Aoril Ausust Dec.
1973 1.68 1.81/1.80 2.86
1974 3.03 2.76 3.04/73.07 2.98
1975 No report 2.76 2.71 2.53
1976 2.76 2.70 2.57 2.53
1977 2.57 2.64 2.70 2.71
1973 2.80 2.80 2.80 2.86
1979 2.91 2.94 2.99 3.14
1930 3.15

Source: R. Kraatz, NMFS, March 12, 1980. "Price Watch"™ Summary-Retail.

1 pound tall equivalent average, 1in 10 major U.S. cities.
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Table 25. BRISTOL BAY RAW FISH PRICES - 1954-1979

PRICE PER FISH

Year Reds Duration of Contract Date of Settlement
1954 .70 1 year 6/24
1955 .73 1 year 6/12
1956 .79 1 year 6/18
1957 .82 1 year 6/16
1958 .85 1 year 5/16
1959 .90 1 year 7/01
1960 .945 1 year 3/10
1961 1.00 1 year 4715
1562 1.035 1 year 6/18
1963 1.08 2 years 7/05
1964 1.09 12/13/63
1965 1.09 1 year 4/28
1966 1.125 1 year 6/12
1967 1.175 2 years 6/18/67
1968 1.191

PRICE PER POUND

Year Reds Duration of Contract Dace of Settlement
1969 .24 2 years 7/03/69
1970 .24

1971 .26 2 years 6/18/71
1972 .27

1973 .35 1 year 6/14/73
1974 .49 1 year 6/14/74
1975 *.37 1 year 6/18/75
1976 .52 1 year 6/2S/76
1977 .595 1 year 6/28/77
197S .68 1 year 6/26/7S
1979 .80-1.25 1 year 6/27/79

* 1975 sliding price scale
* 1979 two price svstem for reds

Source: Alaska Independent Fishemen®s Marketing Association



Table 26. BRISTOL BAY RAW FISH PRICE IN RELATION TO WHOLESALE
PRICES FOR CANNED SOCKEYE SALMON, 1966-1979
(EGGS NOT INCLUDED)

Reds % Cost Based on 72 lIbs./Case (48/1 Ib. Tall Case)

Negotiated Canned Salmon Canned Salmon

Raw Fish Price Raw Fish Cost Wholesale % Raw

($/1b.) U/r*se)i/ ($/case) Fish Cost
.220 15.96 31.393 50.80
.723 16.92 36.173 £6.80
.238 17.15 37.79E £5. £0
.2£0 17. 28 £1.320 £1.80
-2£0 17.28 37.100 £6.50
.260 18.72 £1.850 ££.70
.270 19. ££ 50.830 38.30
.350 25.20 95.£50 37.20
.370 26.6£F 71.072 37.50
.520 37. ££ 75.330 £8.70
.595 £2. 8F 81.31f 52.68
.680 £8.96 8£.760 57.76
.800 57.60 96.72 59.55
Average: £6.75

Case of salmon based on £S 1 Ib. tall cans or £8 Ilbs. of salmon per case until
1976. True weight = £6.5 Ibs. of raw fish per case.

Red at .80/lb. = save $1.20 per case

Source: Alaska Department of Revenue, Average Wholesale Value

£ P X 4 nnc'



Analysis of Retail, Wholesale and Raw Fish Price Trends

Figures 3 and 4 show retail, wholesale and raw fish price trends
for canned and fresh/frozen salmon, 1971 through 1980. The following
patterns are apparent for canned salmon:

Both retail and wholesale prices show a dramatic rise during
1973;

< Following a brief decline 1in 1974 and 1975, both retail and
wholesale prices became relatively stable (1976-1980) with re—
tail prices increasing at approximately four percent per year
and wholesale prices increasing at about 5.5 percent per year;

Retail prices generally remained at a level approximately
fifty percent above wholesale canned prices from 1973 to 1980;
and

Raw fish price 1increases generally lagged behind increases 1in
wholesale and retail prices from 1973 to 1975, but the rate of
increase recovered from 1976 to 1980.

The following trends are apparent for frozen salmon:

In contrast to the relatively stable increase in retail and
wholesale canned prices during the last five years, wholesale
prices for frozen salmon experienced a dramatic increase from
January 1976 to September 1978;

0 From September 1978 to March 1980, frozen prices declined
rapidly, falling below canned price levels in the third quar—
ter of 1979; and

Raw fish prices did not reflect thedramatic rise in frozen
sockeye wholesale prices until 1979, when the negotiated raw
fish price for frozen salmon was established at $1.25 per
pound.

The price movements 1in the tables clearly reflect the entry and
dominance of major Japanese buyers in the fresh/frozen salmon market in
the late 1970"s, as well as the decline in thatmaZ"-*t from.late 1978 to
the present. The 1implications of the Japanesema”et on 1980 raw fish
prices are more fully discussed in later sections of this report.
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Export Patterns

Tables 27 through 30 show the volumes of fresh and fresh/frozen
salmon, canned salmon and salmon roe exports to Japan, Canada and vari—
ous European countries during the 1975 to 19S0 period, from U.S. Census
Districts 29 (Portland, Oregon), 30 (Seattle, Washington) and 31
(Anchorage, Alaska). Since approximately eighty-five percent of Pacific
salmon exported from these districts is produced in Alaska, the tables
give a reasonably accurate representation of the destination of Alaska
salmon exports.

The volume trends reflected in the fresh and fresh/frozen table
clearly indicate the dramatic increase of Japanese imports during this
period, resulting in the predominance (seventy percent) of the Japanese

in this market in 1979. Total fresh and fresh/frozen -exports have
tripled from 1975 to 1979, while European exports have remained at ap-—
proximately the same level. As a result, the percentage of salmon ex—

ports destined for European markets has dropped from seventy-three per—
cent in 1975 to approximately twenty-five percent in 1979.p

The United I".ingdom 1is the largest importer of canned U.S. Pacific
salmon (thirty-eight percent of the total exports listed in Table 28),
followed by Canada, the Netherlands and Belgium, 1in that order. While
canned salmon exports have doubled during the 1975-1979 period, the dis—
tribution of the exports among the various importing countries has re—
mained about the same. Thus, export market conditions for canned salmon
are fairly stable.

Fish roe exports for Districts 29, 30 and 31 have more than tripled
during the 1975 to 1979 period. Japan has, remained the most important
export market for these products (ninety-four percent 1in 1979) through—
out the entire period.

The rource for all export statistics given in Tables 30 through 33
is the U.S. Department of Commerce, Bureau of the Census, Foreign Trade

Division, annual and monthly reports (EA 664). All exports from U.S.
Census Districts 29, 30 and 31 have been included, as all Alaska salmon
and nearly all Pacific salmon production takes place in this region. It

should be noted that the Bureau of Census export data do not necessarily
reflect products originating in the three districts; however, it is
assumed that, in the case of salmon, there would not be any significant

transportation to other districts prior t export from the U.S. The
statistics are compiled by the Bureau of Census from declarations made
by packers for each shipment exported. While commodity codes repre—

sented in the tables do not specifically represent fresh and fresh/
frozen salmon, canned salmon and salmon roe, they have been chosen to
most accurately represent salmon exports, as discussed in the footnotes
to the tables. In addition, the commodity codes used for 1975-1977 Cre

blt should be noted that European imports did not decrease at that rate.
Canadian export data indicates that Canada replaced the U.S. as a major
supplier to European markets.



Tnlilo 27  Hikst avo TilF.SH/FII02F.N sari.tiom EXI0IUSt

mon u.s. census i)lsutlers 29, .in aiiii 31,11
['m -1979, |Iy KXI'OKT COIIITItY, 11l i'OlIHIIS.
~ 1
1975 1976 1977 1978 1979

Lipnil 9,77.1,516 5,091,660 32,637,812 07,696,62.3 95,220,006
Korc.i 2,0110 2,000 951,165 306,566
Cmimin 1,996,0211 2,1 10,32(1 5,260,669 3,615,012 6,666,711
Frmirr 13,696,600 13,123,193 12,930,702 11,706,760 13,256,217
tin 11 [-it KIHfplum 5,003,571 5,621,266 3,61.1,729 5.860,360 6,6.35,900
Wesl  Crrm.uiy * 796.836 1,6/17,913 1,025,102 1,990, 128 2 622,612
Mr 1j-1mu 2,299,262 2,622,566 1,777,130 1,67 1,012 2,690,569
Uity 612,000 190,697 626,170 607,707 570,006
Swhnlril 5,133,nun 3,06(1, 7(15 .1,906,0115 6,156.501 5,5.30,051
llruni., rk 1,630,250 1,763,050 1,705,996 910,1162 1,250,006
llorwny /.1 ,670 92,653 09,215 75,070 61,153
Hr tin | 1DI'H 1,593,090 1,6n2. 17(1 1, 162,1 15 1,712,060 1,505,205
Swl 1rr i Inml 62,600 206, 130 252,269 81,117 125,000
Lir 1mill 79,600
IIM . Otlirr Cimiltrins’ 177,202 6/0, 105 257.605 251,552 213,360
(OlAL.S 66 ,660,0119 30,330,390 65, 790,927 170,679,052 1.36,2 15,106
- -m - — . - - —. -

1 H14H» rntrgnry int'luilPA 11.S. OiimiA finii*aii Uoiiimml 1ty Cmtra: P110A670 (//f)11 fer 1'3/5-19//) "Salmon,
wimir in rviriirrnli'il, licnli, <hlllret or Iro7i*ii"j 1107520 (/1>111 (or 1V75-14//) *“.salmon, flllrl, fitrnk
or poll loo, limit, rlilllml or f107.ro"; ami data from U.S. Department «f Hommerrr, flat Itotal Oceanic mol
Atnimipliei Ic Adtninl nt tat lon, Hatlnnal Harlot* Hnlietlrri Service, Mnlirry HuKr* Mw. Weekly calrp.nrlen
"Sa Itnoo, wlioli* or ev Ineeroti*tl" mol "Salmon, Illlrtn ami nlrnhri" (for 197*1).

MSaliimn exported from U.S. Criinnn Dinliltlin 29 (I'nrl lami, Hirp.mi), M (Srolllr, Wanlilopton) mol 11
(Am lon ap.e, Alnnka) In not Ilimitml to .nolmoil produced In tlirnr air.iii. (Inwevri , It In rnt Imltml tlicit
appr oh Imatr ly 1IS! of tlirnr rxpoitn rrpimirol Alatika rt.ilinon piiolm tlon.

1A lint of Ilir rnnntrlen irprrnrotml In Ililn ralrp,nry In p.lvrtt In lalilr



