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F a b .  2 5, 1 9 9 6

S o u t h e a n t  A l a s k a  D u n g e n e n a  C r o b  

P e t i t i o n  t o r  S t a c k i n g  P r o v i s i o n

W o ,  t h e  u n d o r a i g n o d  f l e h a r n e n ,  w o u l d  u r g e  t h s  l o g l a l a t u m  t o  

o d d  a a t o c k l n g  p r o v i s i o n  t o  t h a  S o u t h e a n t  A l a s k a  d u n g c n o c e  c r a b  

l l a h o r y ,  W e  w a r e  d i s a p p o i n t e d  l a s t  y e a r  w h o n ,  H , B ,  1 0 7  w a n  

p a n e d  In t h e  l o o t  d a y a  o f  t h a  1 9 9 3  s a a a l o n ,  w i t h o u t  a  s t o c k i n g  

p r o v i s i o n  I n  i t ,  an t h e  b i l l  w a s  o r i g i n a l l y  w r i t t e n .  A h  It n o w  

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

w i l l  b a  c u t  b a c k  In t h o  n u m b e r  o f  p o t s  t h e y  c a n  u o o  a f ’ar 1 9 9 6 ;

a.  a r e s u l t  o f  t h e  l i m i t e d  e n t r y  p r o g r a m  d u e  t o  s t a r t  in  1997.
If t h a  C . F . E . C .  f l n d r  It  n o c « n n a r y  t o  l i m i t  t h e  n u m b e r  o f  

p o t s  In t h e  f l f l h a r y ;  t h e n  a n  e q u a l  p e r c e n t a g e  o £  p o t s  B h o u l d  b o  

r e m o v e d  f r o m  a l l  e n t r o n t n  e q u a l l y .  L x a m p l e i  A  3 0 0  p o t  p e r m i t  

w o u l d  l o s e  3 0  p o l o  a n d  a 7 5  p o t  p e r m i t  w o u l d  l o n o  7 p o t ;  o n  a 1 0 %  

c u t .  D e c i s i o n s  t o  r e d u c e  potr. f i s h i n g ,  B h o u l d  h a v e  n o t h i n g  t o  d o  

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

W i t h i n  a o t a c k l n g  p r o v i s i o n ,  If a n  I n d i v i d u a l  in  g i v e n  1 3 0  

p o t s  I n i t i a l l y  a n d  b u y s  t w o  m o r e  7 5  p o t  p e r m i t s  t o  r o a c h  t h e  

n a x l m u m  o f  3 0 0  p o t s ;  t h e n  c o n v e r s e l y ,  t h e y  e h o u l d  b o  a b l e  t o  

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

a s  o n e  u n i t  t o  a n o t h e r  f i s h e r m a n  a n  t h e  p e r m i t  h o l d e r  e u e a  f i t .
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Feb, 29, 1906
S o u t h e a s t  A l a s k a  D u n g e n e r . a  C r a b  

P e t i t i o n  f o r  S t a c k i n g  P r o v i s i o n

W o ,  t h *  u n d e r s i g n e d  f i s h e r m e n ,  w o u l d  u r g e  t h *  l e g i s l a t u r e  t o  

a d d  a s t a c k i n g  p r o v i s i o n  t o  t h *  S o u t h c a e t  A l a s k a  d u n g c n c o o  c r a b  

f i s h e r y .  W e  w e r e  d i s a p p o i n t e d  l a s t  y e a r  w h e n ,  H . D .  1 0 7  w a n  

p a s s e d  in  t h e  l a s t  d a y *  o f  t h e  1 9 9 5  s e s s i o n ,  w i t h o u t  a  s t a c k i n g  

p r o v i s i o n  in  i t, a s  t h e  b i l l  w a s  o r i g i n a l l y  w r i t t e n .  A a  it n o w  

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

w i l l  b*  c u t  b a c k  i n  t h e  n u m b e r  o f  p o t *  t h e y  c a n  u s o  a f t e r  1 9 9 6 ;  

as  a r e e u l t  o f  t h a  l i m i t e d  * n t r y  p r o g r a m  d u u  t o  a t « r t  in 1 9 9 7 .

If t h e  C . P . C . C .  f i n d s  It n e c e s s a r y  t o  l i m i t  t h *  n u m b e r  of

p o t a  In t h e  f i s h e r y ;  t h e n  a n  t q u a l  p e r c e n t a g e  o f  pot® s h o u l d  b e  

r e m o v e d  f r o m  a l l  n n t r a n t u  e q u a l l y .  E x a m p l e :  A  3 0 0  p o t  p e r m i t

w o u l d  l o e e  3 0  p o t a  a n d  a 7 5  p o t  p e r m i t  w o u l d  I o n a  7 p o t ;  o n  u 1 0 \  

c u t .  D e c i s i o n s  t o  r e d u c *  potr. f i s h i n g ,  s h o u l d  h a v e  n o t h i n g  t o  d o  

w i t h  t h e  b u y i n g  o f  s e l l i n g  of  p e r m i t *  a a  lias b e e n  p r o p o s e d .

w i t h i n  a o t a c k l n g  p r o v i s i o n ,  if a n  i n d i v i d u a l  in g l v * n  1 5 C

v p o t s  i n i t i a l l y  a n d  b u y e  t w o  m o r e  7 5  p o t  p e r m i t s  t o  r o a c h  t h *

c i e x i n u m  o f  3 0 0  p o t s ;  t h e n  c o n v e r c e l y ,  t h e y  s h o u l d  b e  a b l e  t o  

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

a s  o n o  u n i t  t o  a n o t h e r  f l o h o r m - » n  u n  t h o  p s r n l t  h o l d e r  « « e s  f i t .

N a m e  ( P r i n t )  S i g n a t u r e  A d d r e s s



F r o n t  i h e  T e l e P o r t  o f :  R a n d a ’s

Dale: M o n d a y ,  M a r c h  25, 1996 N u m b e r  of Pages: 4

To: R o b i n  Taylor, Senator 

Fax N u m b e r :  907 465-3922

M e m o :  To: Senate Resources C o m m i t t e e  m e m b e r s



March 25, 1996

Senator Leman, Chairman 
Senate Resources Committee

RE: HJR59

Dear Senator Leman:

This issue regarding the National Pollutant Discharge Elimination System 
(NPDES) perm it is important to the health of Cook Inlet and HJR59 conveys 
an attitude of disregard for this wonderful resource. We have not ever 
undertaken a comprehensive effort to determine the impacts o f the 30 
years of oil industry activities, yet the inconclusive data is touted as 
justification for this resolution

Minuscule efforts which we have undertaken have not shown significant 
impact, but they do show toxicity in the sediments nearby to the industry. 
Effort is underway to address this but funding is difficult to obtain.

I fear that the concept of mixing zones (killing zones) is one which the 
impact w ill ultimately be demonstrated by a pervasive systemwide decline 
in benthic productivity (imperative to a healthy food chain). A sediment 
profile gathered by a comprehensive scientific approach w ill at least let us 
understand more about the chronic impacts of the oil industry.

Cook Inlet is not a cesspool of pollution, but the use o f the mixing zone as a 
method for disposing of industry effluent is undeniably a step in that 
direction. These mixing zones allow effluent discharge o f 5000 times the 
water quality standard established by ADEC.

I am concerned about this resolution and the message which it conveys. I 
am including a letter I sent to the House Resources Committee which 
outlines my concerns. 1 would ask that you read it. And not pass HJR59.

Sincerely yours,

Dennis H. Randa, President 
Alaska Council o f Trout Unlimited

ps: This is not a demand for Zero Discharge, just a request for a reasonable 
approach to a serious issue.



March 5, 1996

Dear Representative Green:

Recent dialog w ith the House Resources Committee which you co-chair has 
me deeply concerned over the politics o f resource management here in the 
Cook Inlet area, where I reside and earn my living.

I recently spoke about the National Pollutant Discharge Elimination System 
(NPDES) issue at the HJR59 hearing in Kenai. My prim ary concern is that 
there appears to be no ground for compromise; leaving permit changes to 
be an all or none situation, left only to generate animosity and angst for 
future.

Compromise is essential here because we are not just talking about the jobs 
that the oil industry' offers but also potentially for harming the resource 
which sustains other industries now and in the future (after all o f the 
extractable oil has been removed).

The fact that the oil industry spokesman (woman) was given to mislead the 
committee (when she said that there was no evidence o f harm to the Cook 
Inlet environment), demonstrates to me the resolve of the industry to not 
yield at all from their position of all or none (never give an inch?).

The fact is, the oil industry has shown a disregar d for the environment of 
Cook Inlet area for most o f its existence here in this area. I am not saying 
this lightly. The disposed o f industrial waste products has not been a high 
prio rity  until industry' realized the cost of cleaning up those wastes. Efforts 
to evaluate the oil industry's contribution to pollution in the Cook Inlet 
estuary' has been essentially nonexistent. Attempts to accomplish this task 
have been thwarted by the industry's refusal to fund the Cook Inlet Region 
Citizen Advisory Council's Environmental Monitoring Committee's efforts (as 
mandated by the Oil Pollution Act of 1990; intended to increase the public’s 
confidence in the cleanliness ol the industry ’s operations).

The cavalier manner in which the industry' addressed their responsibility to 
the previous NPDES permit (filling out o f the DMRs) resulted in those 
thousands o f violations you felt it was "inflammatory" for me to mention 
during my testimony at the Kenai public hearing. You may feel it is 
inflammatory' to refer to the thousands o f violations, but the fact remains

Representative Joe Green
Alaska House of Representatives



that the industry failed to seriously address their responsibility. Does that 
mean they do now or especially that J h e ^ did.so_then  (in-so-far as the ir 
responsibility to the environment).

During my testimony, I also referred to the mixing zones as "Dead Zones", 
which you also objected to as an inflammatory statement. A mixing zone is 
an area in which the introduction o f effluents in excess o f those levels 
which have been found to be lethal to life is allowed. Undiluted effluent 
discharged into these mixing zones vary but are as high as 5000 times 
greater than the state standard for allowable discharge. Mixing zones are 
accurately described as "Kill Zone", or "Dead Zone".

The NPDES permit which the industry is fighting so vigorously against is an 
important document in this effort to increase the public's confidence that 
the Inlet's health is being treated appropriately by the industry. The 
handful of samples which comprise the data base for evaluating the 
impacts are simply not enough for any serious evaluation. The industry's 
complacency coupled with their opposition to any alteration of the NPDES 
perm it is just not acceptable.

Where is the spirit o f co-operation which the industry' would have the 
public believe they (the industry) possess? Where is the room for 
compromise? Surely the status quo considering the information which we 
do have regar ding the health of the Cook Inlet merits a reasonable 
approach to analysis of the discharges.

Finally, just what is the Legislature's goal o f taking up the NPDES issue? It 
would appear to me that i f  the goal is to represent the people's interest, 
assuming that you thought that the EPA was not doing so in this process, 
then you should consider increasing funding to ADEC and having them act 
as principal perm itting agency. It is w ithin the purview o f the State of 
Alaska to do so.

Sincerely yours in conservation,

Dennis H. Randa, President 
Alaska Council o f Trout Unlimited
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F e b r u a r y  9, 1995

1

S e n a t e  R e s o u r c e  C o m m i t t e e  
S e n a t o r  L o r e n  L e m a n  
S e n a t o r  R o b i n  T a y l o r  
S e n a t o r  D r u e  P e a r c e  
S e n a t o r  S t e v e  F r a n k  
S e n a t o r  R i c k  H a l f o r d  
S e n a t o r  L y m a n  H o f f m a n  
S e n a t o r  G e o r g i a n n a  L i n c o l n - ^

D e a r  S e n a t e  R e s o u r c e  C o m m i t t e e :

T h a n k  y o u  for t h e  o p p o r t u n i t y  to a d d r e c s  m y  c o n c e r n s  a b o u t  
t h e  p r o p o s e d  D u n g e n e s s  C r a b  F i s h e r y  " t iered" s y s t e m  b r o u g h t  b y  
t h e  C r a b  C o a l i t i o n .  1 b e l i e v e  the m o n i t o r i n g  of t h e  f i s h e r y  
s h o u l d  m o v e  in a l e s s  i n t r u s i v e  m a n ner, t h a t  a l l o w s  f o r  
c o m p e t i t i o n  in t h e  f i s h e r y  e q u i t a b l e  to  t h e  i n v e s t m e n t s  of  b o t h  
l a r g e  a n d  s m a l l  o p e r a t o r s .

I w o u l d  s u g g e s t  t w o  w a y s  to 6tart: First, s h o r t e n  t h e  s e a s o n  
if t h e  s t o c k s  a r e  in j e o p a r d y .  S e c o n d l y ,  h a v e  a 2 0 0  p o t  limit.
It h a s  b e e n  m y  e x p e r i e n c e ,  h a v i n g  b e e n  a d u n g e n e s s  f i s h e r m a n ,  
t h a t  f i s h i n g  w i t h  l e s s  t h a n  100 p o t s  d o e s  n o t  a l l o w  f o r  
s u f f i c i e n t  c a t c h e s  t o  e n a b l e  o n e  t o  m a k e  e x p e n s e s  let a l o n e  
i n c r e a s e  t h e  s i z e  o f  y o u r  f i s h i n g  o p e r a t i o n .

T h a n k  y o u  for y o u r  t i m e  & c o n s i d e r a t i o n .

S i n c e r e l y ,

J o h n  0. B a i r d  
S.E. F l e e t  M a n a g e r

cc: C F E C
H o u s e  F i s h e r i e s  C o m m i t t e e

*«0VEC*F»06 *C<9 2 'm  AVC W£5T . StATUE '.YAM'ft 2C*i?W09M



P a g e  48 A la s k a  S ta tu te s

Sec. 16.43.940. Exempted activities. This chapter does not apply to activities 
authorized by a permit issued under AS 16.40.100 or 16.40.120. (§ 11 ch 145 SLA 
1988)

R e v iso r 's  O O tK S . -  E n»ct*U  a s  A S 10 4 3  1 4 0 ld l R o n u m b o io d  in  1900

E f f e c t i v e  d a l e s .  -  S a c tio n  2 2 . c h  1 4 3 . 3LA 1900 . mako* th is  lo c tio n  o ffac tivo  J u n *  9 . 1900 . <r\ a c c o r d a n c e  nvith AS 

01 10  0 7 0 (c )

Sec. 16.43.950. Applications of regulations of Board of Fisheries. 
Nothing in this chapter limits the powers of the Board ot Fisheries, including the power 
to determine legal types of gear and the power to establish size limitations or other 
uniform restrictions applying to a certain type of gear. Holders of interim-use permits 
or entry permits issued under this chapter are subject to all regulations adopted Dy 
the Board of Fisheries. (§ 1 ch 79 SLA 1973; am § 31 ch 206 SLA 1975)

R e v iso r 's  n o te s .  -  fc*r~t,y a s  10 a j jso  .n isoo

Sec. 16.43.955. Hearings in proximity to board of fisheries meetings.
When practicable, a commission hearing that deals with the subject of limiting entry to 
a fishery shall be held on the same dates on which, and in the same building or in a 
building adjacent to the building in which, a Board of Fisheries meeting is being held, 
(§ 7 ch 22 SLA 1985j

Sec. 16.43.960. Commission revocation or suspension of permits, (a)
The commission may revoke, suspend, or transfer all entry or interim-use permits held 
by a person who knowingly provides or assists in providing false information, or fails 
to correct false information provided to tho commission for the purpose of obtaining a 
benefit for self or another, including the issuance, renewal, duplication, or transfer of 
an entry or interim-use permit or vessel license. The commission may suspend that 
person's eligibility to hold an entry or interim-use permit for a period not to exceed 
three years, and may impose an administrative fine of not more than $5,000 on the



A l £0/  \/
S e n a t o r  L o r e n  L em an  

SB 42  &  HB 107 
S e n a t e  R e s o u r c e s  C o m m i t t e e

L o re i

This report was requested in Senate Resources Committee during 
hearings on SB 42; Restricted Limited Entry Permits.

HB 107 is a similar bill and has been referred to Senate Resources 
Committee.

Please file this report with SB 42 and HB 107 committee files.



TO: The Honorable Loren Leman 
Alaska State Senator 
Chair
Senate Resources Committee

FROM: fraqkjioman, Commissioner
Contacrclal Fisheries 

( A  £ntry Commission

DATE: 
FAX HO: 

TELEPHONE HO: 
SUBJECT:

March 2, 1995

799-6170

789-6160

Limited Entry Permit 
Transfer Options

At the Senate Resource's Committee meeting on Monday February 6th, the committee 

indicated that they wanted to review the issue of transferability of entry permits when 

considering SB 42. This memorandum outlines some of the transfer alternatives which 

have bean suggested in the past and briefly discusses the potential tradeoffs associated
I

with such alternatives. We also have enclosed some previous reports and studies on the 

issue.

The issue of how to reallocate entry permits has been considered by the 

legislature several times. In each case, the legislature decided that using the market 

to reallocate permits is the best alternative given the pitfalls associated with other 

suggested approaches. The legislature considered a number of alternatives when the 

limited entry act (AS 16.43) was written, and finally settled upon free transferability. 

Some of these issues considered by the legislature are discussed In Governor Egan's 

transmittal letter of the original draft bill to the legislature (enclosed).

When the limited entry bill was passed the legislature included a provision (AS 

16.43.980 (b)) directing the Commercial Fisheries Entry Commission (CFEC) to study other 

methods for reallocating entry permits and report to the Legislature. CFEC's report to 

the legislature in 1975 (enclosed) examined several reallocation alternatives and again 

reached the conclusion that free transferability was the best option given the 

legislature's objectives and the drawbacks associated with other approaches.

In 1979 and 1980 the legislature funded a number of studies to determine what was 

happening under limited entry and the impacts of free transferability. These reports
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Included an appendix which again examined a l te rna t ive s  to f ree  t r a n s f e r a b i l i t y .  Again, 
given the problems associated with the other a l t e rn a t iv e s ,  the le g i s l a tu re  kept the free 
t r a n s f e r a b i l i t y  provis ion 1n the sta tute .

Among the v i r tues  o f  f ree  t r a n s f e r a b i l i t y  c i ted when the l im ited entry law was 
enacted was that f ree  t r a n s f e r a b i l i t y  appeared to be eas ie r  to defend l e g a l l y  r e la t i v e  
to other r e a l l o c a t io n  options. Free t r a n s f e r a b i l i t y  does not created a closed c lass and 
free t r a n s f e r a b i l i t y  does not discr iminate among residents and non-res idents . Indeed, 
f ree t r a n s f e r a b i l i t y  has withstood substantia l legal sc rut iny .

In 1983, the AUska Supreme Court ru led on a chal lenge to the c on s t i tu t i o n a l r . y  
o f  the Limited Entry Act In general and the f ree t r a n s f e r a b i l i t y  p rov is ion In pa r t ic u la r  
in State o f  Alaska v. Ostroskv. 667 P . 2d 1184 (1983 ) .  The Alaska Supreme Court upheld 
the c o n s t i t u t i o n a l i t y  o f  the Act and o f  f ree  t r a n s f e r a b i l i t y  and a l so  af f irmed the 

. l e g i s l a t i v e  ob ject ives 1n adopting the t r a n s f e r a b i l i t y  option . The decision was 
subsequently al lowed to stand by the United States Supreme Court when I t  dismissed the 
Ostrosky appeal In Ostroskv v. S ta te . 104 S. Ct. 2379 (1984 ) ,  rehearing denied 104 S. 
Ct. 3572 (1984 ) .

The amendment to Alaska's const i tu t ion  al lowing f o r  l im ited entry In commercial 
f i s h e r i e s  and Alaska's l im ited entry statute (AS 16.43) both have s im i la r  purposes and 
ob jec t ive s .  Both point to l imited entry as an Important too l to help provide fo r  
resource conservation and sustained y ie ld  management o f  the f i she ry  resources o f  Alaska, 
as wel l as promoting a safe and o rde r ly  f i s h e r y . i  Where applied, the program has

‘A r t i c l e  VXXX. S e c t io n  IS  o f  A la s k a 's  c o n s t i t u t i o n ,  r e a d s  as  f o l l o w s !

No E x c lu s iv e  R ig h t  O f F is h e r y

No e x c lu s iv e  r i g h t  o r  s p e c i a l  r i g h t  o f  f i s h e r y  s h a l l  be  c r e a t e d  o r  a u t h o r is e d  i n  
t h e  n a t u r a l  w a t e r s  o f  t h e  S t a t e .  T h is  s e c t io n  d o e s  n o t  r e s t r i c t  t h e  p o w e r  o f  t h a  
S t a t e  t o  l i m i t  e n t r y  i n t o  a n y  f i s h e r y  f o r  p u r p o s e s  o f  r e s o u r c e  c o n s e r v a t io n ,  t c  
p r e v e n t  e c o n o s d c  d i s t r e s s  a jeong  f is h e rm e n  a n d  t h o s e  d e p e n d e n t  u p o n  th em  f o r  a 
l i v e l i h o o d ,  a n d  t o  p r o a o t e  t h e  e f f i c i e n t  d e v e lo p m e n t  o f  a q u a c u lt u r e  i n  t h e  s t a t e .

The  p u r p o s e  o f  t h e  L im i t e d  E n t r y  A c t  c a n  be  fo u n d  i n  AS 1 6 .4 3 .0 1 0  ( a )  w h ic h  r e a d s  
n  f o l l o w s !

P u rp o s e  a n d  f i n d i n g s  o f  f a c t .

( a )  I t  i s  th* ' p u r p o s e  o f  t h e  c h a p t e r  t o  p ro m o te  t h e  c o n s e r v a t io n  a n d  s u s t a in e d  
y i e l d  m anagem en t o f  A la s k a * a  f i s h e r y  r e s o u r c e  a n d  t h e  e c o n o m ic  h e a l t h  a n d  
s t a b i l i t y  o f  c o m m e rc ia l f i s h i n g  i n  A la s k a  b y  r e g u l a t i n g  a n d  c o n t r o l l i n g  e n t r y



S e n a t e  R o s o u r c e s  C o a m i t t « • - 3 - March 2 ,  1995

served these purposes and has help» i  preserve the benef i ts o f  f i s he ry  development and 
enhancement f o r  Alaskans.

"To prevent economic d is t re ss  among fishermen and those dependent upon them fo r  
a l i v e l ih ood "  1s one o f  the purposes stated in the cons t i tu t iona l  amendment al lowing fo r  
l imited entry .  The i n i t i a l  a l lo ca t ion  method chosen by the l e g i s l a tu r e  "grandfathers" 
fishermen who are most dependent upon the f i she ry  at the time o f  l im ited entry .  This 
I n i t i a l  a l l o ca t ion  method 1s consistent with the cons t i tu t iona l  amendment al lowing fo r  
l imited entry . Free t r a n s f e r a b i l i t y  a lso serves th is  cons t i tu t iona l  purpose.

Free t r a n s f e r a b i l i t y  al lows a parent In a f ish ing family to t r a n s f e r  a permit to 
a ch i ld ,  a permit holder to t r an s fe r  h is /her permit to another family member, permits 
to be Inher ited upon the death o f  a permit ho lder ,  persons to enter and e x i t  f i sh e r ie s  
at times opportune to them, and obviates the need f o r  an expensive time consuming 
bureaucratic process to r e a l l o ca te  permits. Al l  other t r a n s fe r  options appear to be 
lacking with respect to such c r l t e - l a . ?

Under f ree  t r a n s f e r a b i l i t y ,  the percentage o f  l imited entry permits held by 

Alaska residents has remained r e l a t i v e l y  constant since I n i t i a l  Issuance. A l l  other 
t r an s fe r  options would l i k e l y  have to Impose some re s t r i c t i o n s  to make sure that Alaska- 
held permits tend to be rea l loca ted  to Alaska res idents .  A l l  other t r a n s f e r  options
which impose such const ra ints would l i k e l y  not survive lega l sc ru t iny .

For these reasons, the commission fe e ls  that ca re fu l  de l ibe ra t ion  should be given
when considering these types o f  changes to the l imited entry program. Free
t r a n s f e r a b i l i t y  appears to have served both the cons t i tu t iona l  purposes o f  l im i ted entry 
and the l e g i s l a tu r e ' s  ob ject ives as expressed In AS 16 .43. Horeover, problems ex is t 
with other suggested rea l l o c a t ion  approaches and I t  Is  unclear that the other approaches

I n t o  t h *  c o m m e rc ia l ( i * h * r i * *  i n  t h *  p u b l i c  i n t e r e s t  a n d  w i t h o u t  u n ju s t  
d i s c r im i n a t i o n .

9§— change» In lh«. PH tribu tion .q I.A la ilir i  rmawrrUi r i i h t i m . l n i i y
P e rm it s  1 9 7 5 - 1 9 9 3  (C fTC  9 4 - 8 N ) . O v* r t h *  1 91 0 - 1 9 9 3  t i l t *  p e r i o d ,  a p p r o x im a t e ly  
( 0 %  o f  a l l  p * rm a n a n t  l im i t e d  e n t r y  p e r m it  t r a n s f e r s  ( 8 ,4 5 9  o u t  o f  1 4 ,4 4 2 )  w e re  
b e tw e e n  im m e d ia t e  f a m i l y  m em be rs , o t h e r  r e l a t i v e s ,  f r i e n d s ,  o r  b u s in e s s  p a r t n e r s .  
A p p r o x im a t e ly  7 1 . ( 9  o f  a l l  p e rm a n e n t  p e r m it  t r a n s f e r s  f r o m  p e r s o n s  r e s i d i n g  i n  
r u r a l  a r e a s  t h a t  a r e  l o c a l  t o  l im i t e d  f i s h e r i e s  w e n t t o  r e l a t i v e s ,  f r i e n d s ,  o r  
b u s in e s s  p a r t n e r s .
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would be t te r  serve the purposes and ob ject ives that have been put forward In the 
cons t i tu t ion  and the law.

The attached pages o f  th is  memorandum b r i e f l y  ou t l ine  some o f  the more popular 
a l t e rn a t iv e s  which have been proposed 1n the past f o r  permit r e a l l o c a t io n s .  Some 
potent ia l  advantages and disadvantages o f  each method are a lso noted.

The enclosed materia l provides a more deta i led ana lys is o f  the various methods o f  
t r a n s fe r  that have been reviewed In past studies .

Enclosures:

1) Governor Egan Transmittal Let te r
2) 1975 Report to Leg is la tu re
3) Analysis o f  Leg is la t ive  Options 1980
4) State v. Ostroskv 1984

cc: Members o f  Senate Resources Committee



ALTERNATIVE NETHOOS OF REALLOCATING ENTRY PERMITS

I .  Lottery
I I .  Apprenticeship 

I I I .  Auction

I .  A l loca te  By Lotte ry

This method has o f ten been suggested as an a l t e rn a t iv e  to f ree
t r a n s f e r a b i l i t y .  Permits would be returned to the commission when a 
permit holder r e t i r e s  from the f i she ry  or  d ies .  The commission would 
re a l l o c a te  the permit by l o t t e r y .

Advantages:

a. A l o t t e r y  might be a r e l a t i v e l y  inexpensive r e a l l o c a t io n  method, 
unless there needs to be a c mplicated process to determine who is 
e l i g i b l e  to pa r t ic ip a te  in the l o t t e r y .

b. Permits could be r e t i r e d  by the commission and not rea l loca ted  i f  
there is too much gear In the f i she ry .

c .  P a r t ic ipa t ion  ra tes  o f  permit ho lders in f i s h e r i e s  may f a l l  as
permit ho lders would be l i k e l y  to hang on to th e i r  permits even i f
they were not using them.

Disadvantages:

a. A major question is who should be e l i g i b l e  f o r  the l o t t e r y .  Any
attempt to d iscr iminate openly among -esidents and non-residents 
could make such a prov is ion uncons t i tu t iona l . Attempts to

l



discriminate may a lso require a co s t ly  process to determine who is 
e l i g i b l e  to be in the l o t t e r y  poo l .

b. I f  everyone can enter the l o t t e r y ,  the State may wind up 
re a l l o ca t ing  permits to non-residents over time. The number o f  non­
residents and the potent ia l  number o f  non-resident fishermen could 
g rea t ly  exceed the potent ia l number o f  resident fishermen. I f  
e l i g i b i l i t y  f o r  the l o t t e r y  cannot be l e g a l l y  r e s t r i c t ed ,  se lec t ion 
p rob ab i l i t i e s  under a l o t t e r y  might tend to re a l l o c a te  permits to 
non-res idents over time.

c. A process l i k e  th is  is not conducive to business planning and the 
creat ion o f  a pro fess iona l f i she ry  where persons can opt to enter 
and ex i t  a f i she ry  at times opportune to them. Entry would depend 
upon a random draw.

d. Permit "turnover rates" would l i k e l y  be lower than under f ree 
t r a n s f e r a b i l i t y ,  as a permit holder would have l i t t l e  incentive to 
give up the permH. Other changes in the law might need to be made 
to fo rce persons to turn in th e i r  permits (such as, higher annual 
renewal ^ e s  and/or "use i t  o r  lose i t "  p rov is ions ) .

e. I t  might be d i f f i c u l t  f o r  young persons to plan to get into a 
f i she ry  o f  th e i r  choice. Current ly ,  under f ree  t r a n s f e r a b i l i t y ,  
approximately 10% a l l  o f  l imited entry permits are permanently 
t rans fe r red  each year . Under f ree  t r a n s f e r a b i l i t y ,  the average age 
o f  permit ho lders has not ri sen sub s tan t ia l ly  since the program 
began. Each year ,  younger new entrants tend to o f f s e t  the annual 
age increases o f  those continuing to hold th e i r  permits.

f .  Fathers could not pass th e i r  permits on to th e i r  sons o r  other 
members o f  th e i r  family . In some cases th is  might thwart the 
l e g i s l a t i v e  and cons t i tu t iona l  l imited entry ob jec t ive  o f  
"preventing economic d is t re s s  among fishermen and those dependent 
upon them fo r  a l i v e l ih o od . "

2



I I .  A l l o c a t i o n  To A p p r e n t ic e s

An apprenticeship program fo r  a l imited f ishe ry  1s one way that some have 
suggested to r e a l l o c a t e  permits. Permits could be a l loca ted to qua l i f i ed  
persons on a " f i r s t -come ,  f i r s t - s e r v ed  basis" o r  an apprenticeship 
q u a l i f i c a t i o n  period could be used to r e s t r i c t  those who would be e l i g i b l e  
f o r  a l o t t e r y .

The commission could maintain a 11st o f  qua l i f i ed  apprentices f o r  a 
f i she ry  o r  group o f  f i s h e r i e s .  The l i s t  could be used to r e a l l o c a t e  a 
permit that comes ava i lab le  or used as a pool o f  names f o r  a l o t t e r y  once 
a permit becomes ava i lab le .  Many o f  the same advantages and disadvantages 
o f  a l o t t e r y  l i s t e d  above a l so  apply to th is  method.

Advantages:

a. I f  an apprenticeship program could withstand lega l sc ru t iny ,  th is  
method might a l low the State to ta rget permits to I t s  res idents .
However, 1t Is somewhat doubtful that an apprent l 'esh lp  program
could be designed that would be cons t i tu t iona l  (see below). This 
type o f  exerc ise would a l so  require more bureaucratic Involvement in 
record-keeping and determining e l i g i b i l i t y  f o r  a d i r ec t  permit 
a l l o c a t i o n  o r  f o r  * l o t t e r y  l i s t  to be used f o r  a permit drawing. 
I t  might a l so  requ i re  bureaucratic Involvement to determine who can 
become an apprentice and who skippers can h i re  (see below).

b. Again, permits could be r e t i r e d  by the commission and not
rea l loca ted  i f  there is  too much gear In the f i s he ry .

c . Pa r t ic ipa t ion  rates o f  permit ho lders In f i s h e r ie s  may f a l l  as
permit holders would be l i k e l y  to continue to hold t' Mr permits

3
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I I .  A l l o c a t i o n  To A p p r e n t ic e s

An apprenticeship program fo r  a l imited f i she ry  1s one way that some have 
suggested to re a l l o ca te  permits. Permits could be a l loca ted to qua l i f i ed  
persons on a " f i r s t -come, f i r s t - s e rv ed  basis" o r  an apprenticeship 
qua l i f i c a t i on  period could be used to r e s t r i c t  those who would be e l i g i b l e  
f o r  a l o t t e r y .

The commission could maintain a l i s t  o f  qua l i f i ed  apprentices f o r  a 
f i she ry  or  group o f  f i s h e r i e s .  The l i s t  could be used to re a l l o c a te  a 
permit that comes ava i lab le  o r  used as a pool o f  names f o r  a l o t t e r y  once 
a permit becomes ava i lab le .  Many o f  the same advantages and disadvantages 
o f  a l o t t e r y  l i s t e d  above a lso apply to th is  method.

Advantages:

a. I f  an apprenticeship program could withstand lega l sc rut iny , th is 
method might a l low the State to target permits to I t s  res idents .  
However, I t  Is somewhat doubtful that an apprenticeship program 
could be designed that would be cons t i tu t iona l  (see be'ow). This 
type o f  exercise would a lso require more bureaucratic Involvement In 
record-keeping and determining e l i g i b i l i t y  f o r  a d i rec t  permit 
a l l o c a t i on  o r  f o r  a l o t t e r y  l i s t  to be used f o r  a permit drawing. 
I t  might a lso  require bureaucratic Involvement to determine who can 
become an apprentice and who skippers can h i re  (see below).

b. Again, permits could be re t i r ed  by the commission and not 
rea l loca ted  I f  there Is too much gear In the f i s he ry .

c . Pa r t ic ipa t ion  ra tes  o f  permit holders In f i s h e r i e s  may f a l l  as 
permit holders would be l i k e l y  to continue to hold th e i r  permits
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even i f  they were not using them, since the permits would have no 
r e sa le  va lue.

Disadvantages:

a. Any attempt to r e - a l l o c a te  to apprentices would requ ire an e f f o r t  to 
determine who is qua l i f i ed  and who is not . The more complicated the 
e l i g i b i l i t y  c r i t e r i a  become the more co s t l y  the process would be to 
administer.

b. I t  1s somewhat doubtful that an apprenticeship program could be 
designed that would favo r  residents over non-res idents . A 1968 
attempt at l imited entry under a s im i la r  scheme was declared 
uncons t i tu t iona l .  The court decis ions suggest that there could be 
cons t i tu t iona l  problems under both the Alaska and U.S. cons t i tu t ions  
i f  current fishermen ind i r e c t ly  contro l (by who they h i re )  who can 
become an apprentice. I t  is unclear how the State could set up ai; 
apprenticeship program that would be workable and would overcome 
these problems.

c. I f  anyone is  allowed to become an apprent ice, o r  be placed upon the 
s t a te ' s  l i s t  o f  apprentices, the State may wind up rea l l o c a t ing  
permits to non-residents over time. The number o f  non-residents and 
the potent ia l  number o f  non-resident fishermen could exceed the 
poten t ia l  n u m b e r  o f  resident f ishermen. I f  e l i g i b i l i t y  to be an 
apprentice cannot be l e g a l l y  r e s t r i c t e d ,  there may be more non­
res ident then resident apprentices. I f  so, th is  might cause 
se lec t ion  p robab i l i t i e s  to favor re a l l o c a t ion s  to non-residents over 
time.

d. A process l i k e  th is  is not conducive to business planning and the 
crea t ion o f  a pro fess iona l f ishe ry  where persons can opt to enter 
and ex i t  a f i she ry  at times opportune to them. Entry and e x i t  would 
depend upon a random draw i i  a l o t t e r y ,  o r  waiting un t i l  your name
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comes up f o r  a p e rm i t .

e. Permit "turnover ra tes" would l i k e l y  be lower than under free 
t r a n s f e r a b i l i t y ,  as a permit holder would have l i t t l e  incentive to 
give up the permit.

f .  I t  might be d i f f i c u l t  f o r  young persons to plan to get into a 
f i s he ry  o f  th e i r  choice. Currently , under f ree  t r a n s f e r a b i l i t y ,  
approximately 10% a l l  o f  l imited entry permits are permanently 
t rans fe r red  each year . Under f ree t r a n s f e r a b i l i t y ,  the average age 
o f  permit holders has not r isen subs tan t ia l ly  since the program 
began. Each year , younger new entrants tend to o f f s e t  the annual 
age increases o f  those continuing to hold th e i r  permits.

g. fa the rs  could not pass th e i r  permits on to th e i r  sons o r  other 
members o f  th e i r  family . In some cases th is  might thwart the 
l e g i s l a t i v e  and const i tu t iona l l imited entry ob jec t ive  o f  
"preventing economic d is t re ss  among fishermen and those dependent 
upon them f o r  a l i v e l ih o od . "

I I I .  Auctions

This method has been suggested as an e f f i c i e n t  r e a l l o c a t io n  method and a 
method which would capture a greater percentage o f  the economic benef i ts 
o f  l im i ted entry f o r  a l l  the c i t i zens  o f  Alaska.
The l e g i s l a tu re  chose to use a "grandfathering system" ra the r  than 
auctions f o r  i n i t i a l  a l l o c a t ion s .  Under an auction system there was no 
guarantee on who would get the permits. The grandfathering system was 
consis tent with the const i tu t iona l  purpose o f  l im ited entry " to  prevent 
economic d is t re ss  among fishermen and those dependent upon them f o r  a 
l i v e l i h o o d . "  The grandfathering system was a lso  consis tent with the

5



purpose o f  the l im ited entry s ta tu te noted above.

Advantages:

a. An auction would be a r e l a t i v e l y  Inexpensive r e a l l o c a t ion  method, 
unless there was a complicated process to determine who Is  e l i g i b l e  
to  bid on permits at the auct io .

b. The prople o f  Alaska would capture a g rea ter p o r t l o r  o f  the benef its 
o f  l imited entry ,  by capturing the value o f  each l im ited entry 
permit that Is  sold by auction.

c. Permits could be re t i r ed  by the commission and not so ld I f  there is 
too much gear in the f i she ry .

d. Pa r t ic ipa t ion  ra tes o f  permit holders In f i s h e r i e s  may f a l l  as
permit holders would be l i k e l y  to hang on to th e i r  permits even I f  
they were not using them.

Disadvantages:

a. A major question is who would be e l i g i b l e  to bid f o r  permits in the
auction. Any attemnt to discriminate openly among residents and 
non-residents could make such a prov is ion unconst i tu t iona l .  
Attempts to d iscriminate may a lso require a c o s t l y  process to
determine who Is e l i g i b l e  to bid f o r  permits In an auction.

b. I f  everyone is allowed to bid f o r  permits in an auction, 1t Is
poss ib le  that the State could wind up rea l l o c a t ing  permits to non- 
. es iaents over time. The number o f  non-residents and the potent ia l  
number o f  non-resident fishermen could exceed the potent ia l  number 
o f  resident f ishermen. I f  non-resident fishermen tend to have 
g rea te r  wealth o r  bet te r  access to f inancing, i t  is poss ib le that 
r e a l l o c a t ion s  by auction w i l l  r e su l t  in more permits going to non-
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res ident fishermen. As noted above, the percentage o f  permits held 
by res ident and non-residents has remained r e l a t i v e l y  stab le under 
f re e  t r a n s f e r a b i l i t y .

c. Permit "turnover ra tes"  would l i k e l y  be lower than under f ree  
t r a n s f e r a b i l i t y ,  as a permit holder would have l i t t l e  Incentive to 
give up the permit.

d. I t  might be d i f f i c u l t  f o r  young persons to plan to get Into a 
f i she ry  o f  th e i r  choice. Current ly ,  under f r e e  t r a n s f e r a b i l i t y ,  
approximately 10% a l l  o f  l imited entry permits are permanently 
t rans fe r red  each year .  Under f ree  t r a n s f e r a b i l i t y ,  the average age 
o f  permit holders has not ri sen subs tan t ia l l y  since the program 
began. Each year , younger new entrants tend to o f f s e t  the annual 
age increases o f  those continuing to hold th e i r  permits.

e. Fathers could not pass th e i r  permits on to t h e i r  sons or other 
members o f  th e i r  fami ly .  In some cases th is  might thwart the 
l e g i s l a t i v e  and cons t i tu t iona l  l im ited entry ob ject ive o f  
•preventing economic d is t re s s  among fishermen and those dependent 
upon them fo r  a l i v e l i h o o d . "

7
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D e a r M r . P r o a i d o n t :

P u r s u a n t t o . t h o  U n i f o r m  R u le s  o f  t h o  L e g i s l a t u r e ,  I  am 
t r a n s m i t t i n g  a b i l l  t o  r e g u l a t e  e n t r y  i n t o  A la s k a  
C om m e rc ia l F i s h e r i e s .

The l i m i t e d  e n t r y  s t u d y  t h a t  I  r e q u e s t e d  and t h o  L e g i s l a ­
t u r e  e s t a b l i s h e d  l o s t  summer h a s m o re w o r k  y e t  ahead o f  
i t ,  b u t  s u f f i c i e n t  r e s e a r c h  ha s beon c o m p le t e d  t o  recommend 
a sound b a s i c  r e g u l a t o r y  p r o g r a m , and t o  a p p l y  t h a t  p ro g ram  
t o  t h o  s p e c i e s  t h a t  n e e d i t  m o s t —  s a lm o n .

A l a s k a ' s  s a lm o n r e s o u r c e s  c a n n o t p r o d u c e  a l i v e l i h o o d  f o r  
an u n l i m i t e d  num be r o f  f i s h e rm e n ,  n o r  ca n t h e y  be s u c c e s s ­
f u l l y  managed f o r  maximum s u s t a i n e d  y i e l d  i f  u t i l i z e d  b y 
an u n l i m i t e d  num be r o f  f i s h e rm e n .  The o n l y  a l t e r n a t i v e  t o  
t h a  c o n t i n u i n g  l o s s  o f  a h e a l t h y  p r o f e s s i o n a l  f i s h e r y  i s  
t h o  s t a b i l i z a t i o n  o f  e n t r y  i n t o  t h e  f i s h e r y  a t  r e a s o n a b l e  
l e v e l s .

The makeup and t r a d i t i o n s  o f  t h e  sa lm o n f i s h e r y  v a r y  
g r e a t l y  f r o m  a r e a  t o  a r e a ,  b u t  tw o b a s i c  g e n e r a l i z a t i o n s  
a p p l y  t o  t h e  w h o le  s t a t e :

1 ) E x c e s s i v e  num be rs o f  f i s h o rm e n  p a r t i c i ­
p a t i n g  i n  t h e  h a r v e s t  o f  s a lm o n h a v e re a c h e d  
a c u t e  p r o p o r t i o n s  i n  a lm o s t e v e r y  a r e a .

2) W i t h o u t  e n t r y  l i m i t a t i o n  t h e  c o m m e r c ia l 
s a lm o n f i s h e r y  w i l l  be t a k e n  o v e r  i n c r e a s i n g l y  
b y  m o o n l i g h t e r s ,  a p o r t - c o c z a e r c l a l ,  an d p a r t -  
t im e  h o b b y f i s h e rm e n .

M o s t p a s t  e f f o r t s  t o  l i m i t  o n t r y  n a ve f a i l e d  b e c a u s e  t h e y  
w e re  s t o p - g a p  e f f o r t s  d e s ig n e d  t o  p o s t p o n e  t h *  p r o b le m  b y 
c r e a t i n g  s p e c i a l  l i c e n s i n g  p r e f e r e n c e s ,  o r  t o  o f f e r  a
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s o l u t i o n  a p p l i c a b l e  t o  t h e  s p e c i a l  p r o b le m s  o f  o n l y  one
a r e a . The r e s u l t s  w e re  u n c o n s t i t u t i o n a l  p r o g r a m s  t h a t
d i d  n o t  s a t i s f y  t h e  u n iq u e  c o n d i t i o n s  o f  d i f f e r e n t  f i s h e r i e s .

O u r b a s i c  o b j e c t i v e  ha s boen t o  d e v e l o p  a c o n s t i t u t i o n a l  
a nd p r a c t i c a l  p ro g r a m  w h ic h  ca n be a p p l i e d  f l e x i b l y  w i t h  
f a i r n e s s  t o  t h e  v a r i e d  need s and s p e c i a l  p r o b le m s  o f  e a ch 
f i s h i n g  a r e a  t h r o u g h o u t  t h e  S t a t e ,  w h i l e  a t  t h e  same t im e  
o f f e r i n g  a p e rm a n e n t s o l u t i o n  b e n e f i t i n g  t h e  e n t i r e  S t a t e .
I  b e l i e v e  t h a t  t h i s  b i l l  d oes s o .

I t s  o v e r a l l  o b j e c t i v e  i s  t o  s t a b i l i z e  t h e  num ba r o f  com ­
m e r c i a l  f i s h e rm e n  w i t h i n  e a ch sa lm o n f i s h i n g  a r e a  a t  a 
l e v e l  c om m e n s u ra te  w i t h  t h o  a b i l i t y  o f  t h e  r e s o u r c e  t o  
p r o v i d e  an a d e q u a te  l i v e l i h o o d  f o r  t h e  f i s h e r m e n .  I t s  
l o n g - r a n g e  g o a l i s  an e c o n o m i c a l l y  and b i o l o g i c a l l y  h e a l t h y  
p r o f e s s i o n a l  f i s h e r y .

The I n i t i a l  Scope o f  a L im i t e d  E n t r y  P ro g ram

E a r l y  i n  t h e  s t u d y  t h e  d e c i s i o n  was made t o  f o c u s  a t t e n t i o n  
on t h e  A l a s k a  sa lm o n f i s h e r i e s ,  r a t h e r  t h a n  t o  d e a l im m e d i ­
a t e l y  w i t h  t h e  p r o b le m  o f  open a c c e s s  i n  a l l  A l a s k a  
f i s h e r i e s .  T h i s  was do ne f o r  s e v e r a l  r e a s o n s ,  a l t h o u g h  i t  
i s  a c k n o w le d g e d  t h a t  o t h e r  im p o r t a n t  A l a s k a  f i s h e r i e s ,  s u c h 
as k i n g  c r a b  and s h r im p , a r e  a l r e a d y  s u f f e r i n g  f r o m  t o o  
much f i s h i n g  e f f o r t  and may r e q u i r e  t h e i r  own l i m i t e d  e n t r y  
p ro g ra m s i n  t h e  n e a r f u t u r e .

I t  i s  t h e  S t a t e ' s  s a lm o n f i s h e r i e s  t h a t  a r c  t h e  m a in  f o c u s  
o f  p u b l i c  a t t e n t i o n .  I n  te rm s  o f  in c om e an d em p lo ym e n t 
t h e y  r a n k  f a r  a b o v e a n y o t h o r  f i s h e r y .  B e c a u s e o f  t h e i r  
c o m p l e x i t y  and t h e  g r o w t h  o f  f i s h i n g  p r e s s u r e  o n  th em , t h e  
sa lm o n f i s h e r i e s  p r e s e n t  t h e  m o s t u r g o n t  n e e d f o r  l i m i t e d  
e n t r y  r e g u l a t i o n .  B eca u se sa lm o n f i s h i n g  p r a c t i c e s  v a r y  
g r e a t l y  f r o m  a re a  t o  a r e a ,  a l i m i t e d  e n t r y  p r o g r a m  f o r  
s a lm o n w i l l  r e q u i r e  a f a i r l y  g o n e r a l and f l e x i b l e  s t a t e w i d e  
r e g u l a t o r y  f r a m e w o r k . Such a b r o a d - b a s e d  a p p r o a c h  w i l l  be 
c a p a b le  o f  e n c om p a s s in g  o t h e r  s p e c i e s  l a t e r  when t h e  need 
a r i s e s .

The P r o b le m  o f  G ro w in g  F i s h i n g  P r e s s u r e

E ven w i t h  s u b s t a n t i a l l y  Im p ro v e d  b i o l o g i c a l  m anagemen t 
s i n c e  S t a t e h o o d , t h e  sa lm o n f i s h e r i e s  a r e  n o t  a s h e a l t h y  
as t h e y  c a n be b e c a u s e  a s t e a d i l y  i n c r e a s i n g  num be r o f  
f i s h e rm e n  a r e  p a r t i c i p a t i n g  i n  t h e  h a r v o s t .  T he se new
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e n t r a n t s  i n t o  t h e  f i s h e r y  h a ve d r i v e n  t h e  p r o f i t a b i l i t y  
o f  f i B h i n g  down t o  m a r g i n a l l e v e l s  f o r  t h o s e  p r o f e s s i o n a l  
f i s h e rm a n  who m u o t d e p e n d upon f i s h i n g  f o r  a m a jo r  a h a r e  
o f  t h e i r  l i v e l i h o o d .

A d i s t u r b i n g  a s p e c t o f  t h i s  g e n e r a l t r e n d  i s  t h a t  a s u b ­
s t a n t i a l  num be r o f  t h e s e  new e n t r a n t s  c a n  a f f o r d  t o  p a r t i ­
c i p a t e  a t  m a r g i n a l e c o n om ic  l e v e l s  b e c a u s e  t h e y  r e l y  upon 
o t h e r  em p lo ym e n t f o r  t h e  m a j o r  s o u r c e  o f  t h e i r  l i v e l i h o o d .  
The c h a r a c t e r  o f  t h e s e  new e n t r a n t s  v a r i e s .  I n  B r i s t o l  
Bay i t  may be t h e  s c h o o l t e a c h e r  f r o m  A n c h o ra g e  o r  t h e  
B o e in g  v ; o r k e r f r o m  S e a t t l e ;  i n  S o u t h e a s t e r n  t h e  s p o r t -  
c o m m e r c ia l t r o l l e r  w i t h  a w e l l - p a i d  g o v e r n m e n t j o b ;  i n  Cook 
I n l e t ,  t h e  v a c a t i o n i n g  s e t - n e t t e r  f r o m  t h e  lo w e r 4 8 . How­
e v e r ,  i n  a lm o s t e v e r y  a r e a  t h e s e  m o o n l i g h t e r s  a r e  a d d in g  
s u b s t a n t i a l l y  t o  t h e  e c o n om ic  d i s t r e s s  o f  t h e  v o c a t i o n a l  
f i a h o rm e r . who m u s t d e r i v e  t h e i r  p r im a r y  l i v e l i h o o d  f r o m  
f i s h i n g .

T he m a in  p r o b le m  w i t h  t h e s e  p a r t - t i m e ,  a v c c a t i o n a l  f i s h e r -  
mon i s  n o t  t h e i r  m u l t i p l e  em p lo ym e n t . I t  i s  t h a t  t h e y  can 
a f f o r d  t o  p a r t i c i p a t e  i n  t h e  f i s h e r y  e v e n when i t  i s  n o t  
p r o f i t a b l e ,  w i t h  t h e  e f f e c t  t h a t  a v e r a g e  in c om e s f o r  a l l  
f i s h e rm e n  a r e  d r i v e n  t o  s u b m a r g i n a l l e v e l s .  I f  t h i s  open 
e n t r y  p a t t o r n  i s  a l l o w e d  t o  c o n t i n u e ,  i t  w i l l  mean th e  
e v e n t u a l e c o n om ic  d e s t r u c t i o n  o f  A l a s k a ' s  p r o f e s s i o n a l  
f i s h e r i e s .

A B r i e f  S u r v e y  o f  t h e  C om m e rc ia l Sa lm on F i s h e r y

A l a s k a ' s  s a lm o n f i s h e r i e s  a r e  d i v i d e d  i n t o  g e o g r a p h i c  
r e g i o n s  f o r  managemen t p u r p o s e s , as t h e  a c c om p a n y in g  map 
s h ow s . The sa lm o n n e t  f i s h e r i e s  ( p u r s e  9 e in e  v e s s e l u ,  
d r i f t  g i l l  n e t  v e s s e l s ,  a n d s e t  g i l l  n e t s ) ,  a r e  f u r t h e r  
t i e d  t o  r e g i s t r a t i o n  a r e a s .  E v e r y  f i s h e rm a n  d e s i r i n g  t o  
f i s h  s a lm o n n e t g e a r must, r e g i s t e r  t o  f i s h  i n  o n l y  one 
r o g i t t r a t i o n  a r e a  i n  an y g i v e n  y e a r .  The t r o l l  f i s h e r y  i s  
l i m i t e d  a lm o s t e x c l u s i v e l y  t o  s o u t h e a s t e r n  A l a s k a , and 
t a k o o  p r i m a r i l y  k i n g  and s i l v e r  s a lm o n f o r  t h e  f r e s h  and 
f r o z e n  f i s h  m a r k o t s .

F rom t h e  d u a l p e r s p e c t i v e  o f  a d e q u a te  e c o n om ic  r e t u r n  t o  
t h e  f i s h e rm e n  and a d e q u a te  a b i l i t y  t o  f u l l y  h a r v e s t  t h e  
r e s o u r c e ,  t h e r e  a re  p r e s e n t l y  t o o  many u n i t s  o f  g e a r i n  
a lm o s t e v e r y  s a lm o n managem en t a r e a  i n  t h e  S t a t e .  Ac an 
I n d i c a t i o n  c f  w he re we s t a n d  t o d a y ,  th e  D e p a r tm e n t o f  F i s h
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and Gamo haa p r e p a r e d  t h e  f o l l o w i n g  t a b l e  w h i c h  com p a re s 
t h e  n um be rs o f  u n i t e  o f  g e a r  r e g i s t e r e d  i n  e a c h a r e a  w i t h  
t h e  o p t im um  n um be rs r e q u i r e d  t o  f u l l y  h a r v e s t  t h e  r e s o u r c e .  
T h e s e a r e  r o u g h  e s t im a t e s  b a s e d on o n l y  one f a c t o r ,  b u t  
t h e y  f a i r l y  r e f l e c t  t h e  g e n e r a l m a g n i t u d e  o f  t h o  p r o b le m . 
O n ly  n e t  g e a r  i s  i n c l u d e d  i n  t h e s e  t a b l o s ;  t r o l l  g e a r  ha s 
n o t  y e t  b e e n s i m i l a r l y  a n a l y z e d .  I f  e x i s t i n g  l e v e l s  o f  
g e a r a r e  s u b s t a n t i a l l y  a b o v e t h e  o p t im um  l e v e l s  n e c e s s a r y  
f o r  an e c o n o m i c a l l y  h e a l t h y  f i s h e r y ,  a s t h i s  t a b l e  i n d i ­
c a t e s ,  t h e n  m e r e l y  h a l t i n g  a n y f u r t h e r  i n c r e a s e  i n  g e a r 
l e v e l s  w i l l  n o t  a c h i e v e  t h e  b a s i c  o b j e c t i v e s  o f  a l i m i t e d  
e n t r y  p r o g r a m  —  a m o r a t o r i u m  a lo n e  w i l l  n o t  w o r k .
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T h e r e  a r e  a l s o  a g r o w in g  num be r o f  i n s t a n c e s  w h e re  t o o  
much c o n c e n t r a t e d  f i s h i n g  p r e s s u r e  makes so u n d managemen t 
off t h e  f i s h e r y  im p o s s i b l e .  T h i s  happ e n s i n  t h e  f o l l o w i n g  
w a y . The sa lm o n n e t f i s h e r i e s  t y p i c a l l y  o c c u r  n e a r th e  
m o u th s o f  t h o  s p a w n in g  s t r e a m s  w h e re  sa lm o n c o n c e n t r a t e  
j u s t  p r i o r  t o  t h e i r  s p a w n in g  r u n s  u p s t r e a m . I n  su c h s i t u a ­
t i o n s ,  a l l o w i n g  f o r  a d e q u a te  e s c a p em e n t i s  c r i t i c a l .  I f  
e x c e s s i v e  am ou n ts o f  g e a r  a r e  c o n c e n t r a t e d  i n  t h a  f i s h i n g  
a r e a s ,  a m i s t a k e  o f  o n l y  a few  h o u r s  m  t h e  l e n g t h  o f  a 
f i s h i n g  p e r i o d  c o u l d  make t h e  o p t im um  e s c a p em e n t noede d
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f o r  an e n t i r e  r u n  o f  f i s h  u n o b t a i n a b l e  and p e r h a p s  e ve n 
w ip e  o u t  t h e  r u n .  W i t h  t o o  much g o a r i n  t h e  f i s h e r y ,  
f i s h e r i e s  m an a g e rs h a ve no m a r g i n  f o r  e r r o r  i n  s e t t i n g  
t h e i r  f i e l d  r e g u l a t i o n s .  T h i s  ha s s om e t im e s r e s u l t e d  i n  
t o t a l  c l o s u r e s  w h e re  a m a n a g e a b le  h a r v e s t  b y  a r e a s o n a b l e  
num be r o f  v e s s e l s  w o u ld  o t h e r w i s e  h a ve be en a c c e p t a b l e .

R e c e n t f i g u r e s  on l i c o n a e  g r o w t h  and c a t c h  d a t a  g i v e  a 
g e n e r a l p i c t u r e  o f  t h e  e x c e s s i v e  am oun t o f  g e a r and i t s  
d i s t r i b u t i o n  t h r o u g h o u t  t h e  S t a t e .  An a n a l y s i s  o f  a v e r a g e  
a n n u a l g r o s s  e a r n i n g s  p a r  v c s s o l  b y r e g i s t r a t i o n  a r e a  
and g e a r  t y p e  f o r  tw o  r e c e n t  y e a r s  g i v e s  an a p p r o x im a t e  
id e a  o f  in c om e t o  f i s h e r m e n .  T h i s  and o t h e r  s t a t i s t i c a l  
i n f o r m a t i o n  i s  s t i l l  b e in g  d e v e lo p e d  and r e f i n o d  by t h e  
l i m i t e d  o n t r y  s t u d y  g r o u p .

T h e re  a r e  t h r e e  k i n d s  o f  l i c e n s e  i s s u e d  f o r  t h e  sa lm o n 
f i s h e r y :  F i r s t ,  e v e r y  p e r s o n  who i n t e n d s  t o  f i s h  commer­
c i a l l y  m u s t o b t a i n  a p e r s o n a l c o m m e r c ia l f i s h i n g  l i c e n s e ;  
e v e n crewm en m u s t o b t a i n  t h e s e .  S e c o n d , a l .  v e s s e l s  m u s t 
be l i c e n s e d  b y t h e i r  o p e r a t o r s .  T h i r d ,  a g e a r  l i c e n s e  
m u s t bo p u r c h a s e d  f o r  e v e r y  t y p e  o f  g e a r  t o  be f i s h e d  
( e . g . ,  d r i f t  n e t ,  p u r s e  s e i n e ,  t r o l l  s e t  n o t ,  l o n g  l i n e ,  
s h e l l f i s h  p o t s ,  t r a w l ,  e t c . )

The f o l l o w i n g  t a b l e  shows t h e  i n c r e a s e  i n  a l l  t y p o s  o f  
l i c e n s e s  u se d i n  t h e  sa lm o n f i s h e r y  f r o m  1 9 6 1 - 1 9 7 1 :

1361 1971

C om m e rc ia l ( p e r s o n a l ) 1 5 ,6 9 7 2 0 ,5 6 4

V e s s e l 7 , 9 2 6 1 0 ,7 1 0

D r i f t  H o t 3 , 0 2 2 4 ,7 7 9

S e t N e t 2 ,0 6 4 3 ,0 6 2

P u rs e  S e in e 1 , 1 8 2 1 ,3 2 3

T r o l l 1 , 4 9 7 2 , 3 5 3

H e ro i s  a r e s i d e n t ,  n o n - r e s i d e n t  b r e a k o u t  on c o m m e r c ia l 
l i c e n s e s :
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Tho H o n o r a b l e  T a r r y  M i l l e r  -  7 -  J a n u a r y  10 ,  1973

t o t a l  r e a i d e n t  n o n - r e s i d e n t

1 9 6 1  1 5 , 6 9 7  1 0 , 1 0 6  5 , 5 9 1

1 9 7 1  2 0 , 5 6 4  1 4 , 2 7 6  6 , 3 8 8

I t  i s  w o r t h  n o t i n g  t h a t  t h o  p e r c e n t a g e  i n c r e a s e  i n  r e s i d e n t  
l i c o n e e s  i s  g r e a t e r  t h a n  t h a t  f o r  n o n - r e s i d e n t .

H e ro i s  a summary b re a k d ow n o f  c a t c h  and g e a r  r e g i s t r a t i o n  
i n f o r m a t i o n  b y m anagem en t a r e a  f o r  t h e  l a s t  f o u r  y e a r s .  
The se t a b l e s  i n c l u d e  a r e s i d e n t ,  n o n - r e s i d e n t  b r e a k o u t  f o r  
e a ch t y p e  o f  g e a r  and a l s o  show t h e  p e r c e n t a g e  o f  t h e  t o t a l  
s a lm o n c a t c h  f o r  e a c h  a r e a  w h ic h  wa3 t a k e n  b y e a c h t y p e  o f  
g u a r .

S o u t h e a s t e r n 196e i m 1 9 7 1

t o t a l  s a l m o n  c a t c h * 30.2 6.9 1 4 . 7 12. 9
( m i l l i o n s  o f  f i s h )

p u r s e  s e i n e s <498 4407 <422 358
( t o t a l  u n i t s  
r e g i s t e r e d )

- r e s i d e n t 2*41 2 2 3 216 192
- n o n - r e s i d e n t 2 5 7 ie<4 206 16 6
- P e r c e n t a g e  o f  t o t a l 9 0 S 74 s 83S 8lS

c a t c h

d r i f t  g i l l  n e t s 5 27 3 9 5 <420 475
( u n i t s  r e g i s t e r e d )

- r e s i d e n t 286 2 5 1 2 6 6 320
- n o n - r e s i d e n t 2 41 13*4 1 5 4 155
- P e r c e n t a g e  o f  t o t a l 5S 1 5 S 1 2 S 1 2 1

c a t c h

t r o l l  g e a r  r e g l a t e r e d * * 2 , 1 0 3 2 , 3 0 3 2 . 5 6 7 2 , 3 5 3
- P e r c e n t a g e  of 4* 10 S 4 S 6S

c a t c h * * •

* A m a j o r i t y  o f  s a l o o n  c a u g h t  in s o u t h e a s t e r n  a r e  p i n k  s a l o o n  
w n i c h  f l u c t u a t e  w i d e l y  o n  a t w o  y e a r  c y c l e .

• • T h e e e  t r o l l  f i g u r e s  a r e  t o t a l s  s t a t e w i d e  a n d  I n c l u d e  tr.e 

n o m i n a l  t r o l l  f i s h e r y  I n  Y a k u t a t  a n d  P r i c e  V i l l l a a  S o u n d .  

• • • T h e  v a l u e  o f  t r o l l  c a t c h  Is o u c h  h i g h e r  t h a n  t h i s  f i g u r e  
w o u l d  I n d i c a t e .  In 1 9 7 1 ,  v a l u e  t o  f i s h e r m e n  o f  t r o l l  c a u g h t  
f i s h  w a s  $ 5 . 8  o l l l l o n ,  v a l u e  to  f l a h e r o e n  o f  a l l  o t h e r  f l a h  
w a s  c n l y  $ 25.6 a i l l l o n .
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Tho H o n o r a b lo  T o r r y  M i l l o r  -  8 -  J a n u a r y  1 0 ,  1973

Y a k u t a t 1968 126£ i m 1 9 7 1

t o t a l  s a l m o n  c a t c h .22 .26 .17 .26
( m i l l i o n  o f  f is h )

s e t  g i l l  n e t s 194 182 173 175
( u n i t s  r e g i s t e r e d )
- P e r c e n t a g e  o f  

t c t a l  c a t c h
85* 88* 9 0 * 9 6 *

t r o l l  ( u n i t s  R e g i s­ 7 ? ? ?

t e r e d )
- P e r c e n t a g e  o f 15* 12* 10* 4*

t o t a l  c a t c h

P r i n c e  W l l l l a n  S o u nd * 1 9 6 6  1 9 6 9  1 9 7 0  1971
t o c a i  s a l n o n  c a t c h  3 * 8  6 . 3  4 . 5  3 . 9

( o i l l l o n s  o f  f i s h )
p u r s e  s e i n e s

( u n i t s  r e g i s t e r e d )
1 8 2 2 1 7 2 2 1 2 7 0

-  r e s i d e n t 7 17 0 1 7 8 2 1 1
-  r . o n - r e a i d e n t ? 47 43 59
-  Sage o f  t o t a l  

c a t c h
7 4 * 8 4 * 6 7 * 8 7 *

d r i f t  g i l l  n e t s
( u n i t s  r e g i s t e r e d )

4 23 5 1 0 5 5 6 6 5 4
-  r e s i d e n t 7 384 4 2 0 481
-  n o n - r e s i d e n t 7 1 2 6 136 171
-  Sagu o f  t o t a l 2 5 * 1 5 * 32* 1 1 *

c a t c h
• T h e r e  I s  a n e g l i g i b l e  t r o l l  and s e t  n e t  f i s h e r y .



f r ILLIAM A. KOAN 
no«< > m o p

Tho  H o n o r a b l e  T e r r y  M i l l e r

Cook  I n l e t  1 9 6 8
t o t a l  s a l o o n  c a t c h  5 . 7

( m i l l i o n s  o f  f i a h )
p u r s e  s e i n e s  9 2

( u n i t s  r e g i s t e r e d )
-  r e o i d e n t  ?
-  n o n - r o a i d e n t  ?
- S a g e  o f  t o t a l  1 2 *

c a t c h
d r i f t  g i l l  n e t s  5 7 5

( u n i t a  r e g i s t e r e d )
-  r e s i d e n t  ?
-  n o n - r e a i d e n t  ?
- * a g e  o f  t o t a l  ft7 S

c a t c h

a e t  g i l l  n e t s  6 5 5
( u n i t s  r e g i s t e r e d )
-  r e s i d e n t  ?
-  n o n - r e s i d e n t  ?
- S a g e  o f  t o t a l  f t l

c a t c h

K o d ia k * 1968
t o t a l  s a l o o n  c a t c h  1 0 . 3  

( m i l l i o n s  o f  f i s h )
p u r s e  a e l n e s  3 2 6

( u n i t s  r e g i s t e r e d )
-  r e s i d e n t  ?
-  n o n - r e a i d e n t  ?
-  Sage o f  t o t a l  9 0 S

c a t c h
s e t  g i l l  n e t s  1 9 2

( u n i t s  r e g i s t e r e d )
-  r e s i d e n t  ?
-  n o n - r e s i d e n t  ?
-  Sage o f  t o t a l  8 *

c a t c h
•T h e re  i s  a n e g l i g i b l e

J a n u a r y  1 0 , 1 9 7 3

1969 1220 1 9 7 1
1 . 5 3 . 4 1 . 7

80 99 8ft
76 95 81
ft ft 3

1 9 * 2ft* 3 2 *

6 9 5 7 61 706

ft83 5 3 7 5 1 5
212 22ft 1915 0 * 4 6 * ftft*

736 769 729
6 8 3 704 686

53 65 4332* 3 0 * 2ft*

1 9 6 9 1 9 70 1221

1 3 . 7 1 3 . 9 6 . ft

319 365 385
225 2 5 3 2 7 79ft 112 106
9 5 * 9 2 * 9 2 *

202 226 1 9 3
1 5 2 166 l f t 250 60 515 * 7 * 7*

cn s e i n e  f i s h e r y .

: 7 7
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The  H o n o r a b l e  T e r r y  1M i l l e r - 1 0  - J a n u a r y 1 0 ,  1 9 7 3

C h l R n l k 1 9 6 8 1 2 6 2 . 1 9 7 0 12ZI
t o t a l  s a lm o n  c a t c h 2 . 4 2.2 3 . 1 2 . 0( m i l l i o n s  o f  f l a h )
p u r s e  s e i n e s 6 8 70 69 76( u n i t s  r e g i s t e r e d )

-  r e s i d e n t *■1 57 57 6 2-  n o n - r e s i d e n t ? 13 1 2 14-Stage o f  t o t a l 1 0 0 1 1 0 0 1 1 0 0 1 1 0 0 1c a t c h
A l a s k a  P e n i n s u l a 1263 1262 1970 1 9 7 1A l e u t i a n s *
t o t a l  s a lm o n  c a t c h 3 . 6 3.2 5 . 5 4 . 0( n l l l l o n s  o f  f i s h )
p u r s e  s e i n e s 107 112 1 1 8 1 4 3( u n i t s  r e g i s t e r e d )

-  r e s i d e n t s 01 1 0 5 1 0 2 126-  n o n - r e s i d e n t s 7 7 1 6 17-Stage o f  t o t a l 761 6 0 1 7 1 1 6 6 1
d r i f t  g i l l  n e t s 123 136 172 169( u n i t s  r e g i s t e r e d )

-  r e s i d e n t s ? 1 0 2 105 1 1 6-  n o n - r e s i d e n t s Oa 3*» 6 7 53-  l a g e  u f  t o t a l 171 351 2 5 1 301c a t c h

s e t  g i l l  n e t s 4 8 4 8 4 $ 4 &( u n i t s  r e g i s t e r e d )
- r e s i d e n t s 7 1 2 * 1 0 8 117
- n o n - r e s i d e n t s 7 1 0 2 2 15- l a g e  o f  t o t a l 71 *1 * I * 1ca tch
• T h e r e  Is a n e g l i g i b l e  t e a c h  s e i n e  f i s h e r y .

:?s
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Tha H o n o r a b l e  T e r r y  M i l l a r  -  11 - J a n u a r y  1 0 ,  1973

B r i s t o l  Day 1968

t o t a l  o a l m o n  c a t c h 5 . 3
( m i l l i o n s  o f  f i s h )

d r i f t  g i l l  r.ecs 1 ,6?*
( u n i t s  r e g i s t e r e d )
- r e s i d e n t s 9 7 3
- n o n - r e s i d e n t s 711
- l a g e  o f  t o t a l 90S

c a t c h

s e t  g i l l  n e t s 839
( u n i t s  r e g i s t e r e d )
- r e s i d e n t s 722
- n o n - r e s i d e n t s 1 1 7
- S a g e  o f  t o t a l 10S

c a t c h

A r t l c - Y u k o n - K u s k  jicwln* l j68

t o t a l  s a l m o n  c a t c h .6
( m i l l i o n s  o f  f i sh )

d r i f t  g i l l  n e t s 57?

( u n i t s  r e g i s t e r e d )
- r e s i d e n t s 7
- n o n - r e s i d e n t s 7
- S a g e  o f  t o t a l  c a t c h  5*S

s a t  g i l l  n e t a 598
( u n i t s  r e g i s t e r e d )
- r e s i d e n t s 7
- n o n - r e aider.td t
- S c g e  o f  t o t a l  c a tc h I *5*

• T h e r e  Is a r.egllglole cosroe

1969 1970 1971

7.2 22 .1 10 .*

1 , 75 1 1 , 9 1 3 1 , 9 3 8

1 , 0 0 5 1 , 0 8 3 1 , 0 7 3
7*6 830 86 5
60S 9 3 * 9 0 S

9 2 * 9 2* 091

759 765 7*5
165 159 1*6
12S 7S 1 0 S

1969 1H 0 1971

.8 1.0 .9

70 2 7 0 0 810

6 9 9 7 06 79 7
3 2 13
3*S 30S 29S

727 7 8 3 9 0  2

721 781 009
6 2 13

6 5 S 6 9 S 7 0S

ta k e  f r o a  f l a h a h e e l a .

The following table give* aoce indication of the nagni- 
tude of depro s a a d  flaherr.en inccres In different areaa of 
the Stato. Thia table ahowa average groaa earninga par 
boat for two recant yeara. Thaae figures represent groaa 
e arninga before expenses and a u a t  provide Incoroe for the 
entire crew required to operate a certain type of gear.
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VALUt TO FI3M8HMM OF 1970 3ALMCH CATCH
bt w m u t p a t io e  * w . * y p  qe**

OOUTH^yjTBH VALUE_iei

1 7 0 ,8 * 7
7, 7 0 6 ,3 6 6

Trap
Purs* .loin*
O r l f t  O l l l n a t  
3**. O l l l n a t
T r o l .
TOTAL
(«) Using 1971 p«r- csntagea whar# 60S
o f  t r #  T r o l l a r *  caugh t  
o n l / <1 o f  th#  t o t a l  
pounds o f  t r o l l  f i s h  I n  
Y a t u t t t  and  3 . F .  T h is  
t d j u s t a a n t  w ou ld  a l s o  in *  
e ra aa s  t h a  3 .S  t o t a l ,  a v s r s g s  
• t r n i n g a  p a r  v a s s a l  t o  abou t
1 9 ,0 0 0 .

TAKITTAT 
lo t  J l l  I n a t  
T r o l l  
TOTAL

• *•.38 J.7-6

7 5 0 ,3 7 *
108.019
\Y X 7 T l

VI33EL3 FIOHIHO fb. i 

s
*05
336
10

’. . 6 9 *
t y v r

;« )

961

1*3

i f f

p h iH f t  w i l l : * *  i  
K r s a  r f l K 1 ■ - 1 7 . 1 0 6 , 7 7 ) f a ) 771
3 r t f *  O l l l n a t 3 . 9 9 8 . 9 5 7 (a ) 566
t a t  111 In**. 4 8 . . 9 9 ( a ) J9
T r o l  1 19 .8 71

• r r r i C r r tTOTAL Z1Z

AVF.HA3E EAMING 
rr.H V U 3 K L

ITTTTn---------------
19,079

7 ,6 1 9
1.98*
J . ; 58

M . « 6 F

*1.7*9
«.C00

*77777

*5,510
5.39]
1.761
1 . 1C

v *  : * u . t  
7 u rs a  0* 1 no
O r l  f t  O l l l n a t  
.' .at 111 m a t  
T r o l  I 
TOTAL

AO0IAK 
! * rs*  I a i n *  
^aaen l a i n *
Oat O l l l n a t  
TOTAL

Fu rs#  3 a l n a  
TOTAL

pm :n3 i’L>«*utr 
Purs* J#:n#

TAH5

» 5 39 .9 4 0
. . 7 6 « ,3 i *  
1 , 1 7 6 ,

*7,104,663
’ * . * 3 3

f a )

( a )

( a )

99
»37
53?

l J T ^

366
13

- f t

*• , "57,151 
1.516,979

( a )  116i a )  177
f a ) iff

* 7 5 ,3 7 5 ,8 9 *  l a )  l . # l )
r $ r

* * 9 7 .6 6 6
4 6 6 .0 ) 6

;.«5*
I T 7 . t f r r i r

677
76)

*6.163
7 . 7 6 9
1 ,74*

. . .

1 1 9 .* 7 0  
5 . 7 7 4

* •6 . 7 9 7
i r c 7 r *«y

• 7 7 , 9 * a9 .6 7 8
n t ^ r r

*13,167

7*1
61*
1 *9

O r l f t  0 1 1 i n a t  
Oat O l l l n a t  
TOTAL

BAIOTCI 1MT 
f r t r t  i i l T r a t  
oa t  O l l l n a t  
TOTAL

AACTXC-TUKII-

oat O l l l n a t  
F is h  MTiaal 
TOTAL

•  ) Th* * a lu a  f t g u r a a  c s n t r a H y  j a i t  bonus • •  p a i d  to  s x t p p a r  a f t a r  pack 
l a  t o l d .  K o a t v t r .  F r i a s *  • l l l i s j s  Sound and ChtgTU* v s l u a t  in e X u d t  bonusss  
Cbl V a s s a la  e r  t r s p a  o r  s a t  n t t  a i t t t .
<d) ( s t i n a t a i
( a )  U n i t s  o f  g t a r  U c a n a o d .  o f  u n i t s  a c t u a l l y  f l t h a d  a c c o r d i n g
t a  C P U  r a c o r d t  a p p a a r t  too  rsl*r>, to  U c a n t i n g  f l g u r a t  war* u i *0 .  I n  ths  
cssa  o f  B r i s t o l  l a ?  and A l a u t t a n s - F a n t n s u l a ,  t n #  ^ s i t s  f t s h s d  *»r* n o t  ? * i  
t v a l l a b l #  Troa f t t n  t l t k a t  p r i n t o u t s .  I n  o t r .a r  words »* do not  ?st ha«*
•  t r u l ?  r a l t a a l *  :» .n t  o f  tn# ru n e a r  o f  v a s s a ls  T u n in g  *ach top# »r gear 
tn aacn  s r a s .
f ’ T o t a l  a«*rs4* s a r n t r g  p a r  v a s s a l  c o lw sn  i s  t n #  n u a o t r  o f  v a s s a ls

f l i h l A £  i n t o  tn#  « •« # •  c0 * ^ 1 ,

;ao



VALUE TO riSHIIUOM Of 1971 SALMON CATCH 
OT RE0I3THATI0N AKIA AND PEAR

SOUTHEASTERN VALUE ( a )  VtJJELJ PI3HIN0 (t») AVERAOE EARN I NO
PE" VMOELPurso Sa lna  1 7 ,3 1 0 , * 5 0  J06 U J j R l ------------

D r i f t  O l l l n a t  3 , 5 6 6 , 3 8 6  3*7 7 , * 0 1Cat l l l l n a t  8 ,5 6 0  951
K t i i  - m -  . - f e «Cpo r t -C o rvaa re la l P l i h a r y  
ranovad f t  on t o t a l a .  
tnc ludaa  J ou th aa a ta rn  and 
Takuta t catchas and v aa aa la .
In  1 971 , 501 o f  tna  t r o l l a r a  
caught o n ly  *S o f  tna t o t a l  pounda o f  t r o l l  f l a n .Tn la  ad jua tnan t  a l a o  lno raaaaa  
tna J ou tn aaa ta rn  t o t a l ,  avaraga 
a am lnga  pa r  v a i a a l ,  t o  a&out
>9000 1 3 ,6 5 6 ,6 7 8  S j l  I  A .ao i
r «rr rAT
Sat O l l l n a t  I  361 ,900  H I  A 3 , 7 6 3
S ?U  - r t f  r - f f l
pr in ce  w il l : an
fu r s #  S a in t  I 5 . 1 8 J . 6 8 J  351 1 3 0 ,6 5 3
crtrt O l l l n a t  3 , 3 J J , 7 1 1  551 * ,0 5 *
T c r i i i T . I i i f i f i  - j r f  r r A 4

CCOK 1NUT
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Our c onclusions from this and o t h e r  data aro that the 
State's salmon fisheries have too mu c h  gear, resul t i n g  in 
d e p r e s s e d  and somotimoo sub-marginal income for p r o f e s­
sional fiahermen and in impositions on sound m a n a g e m e n t  
practices. In addition, this and o t her data suggest 
strongly that a limited e n try p r o g r a m  aimed p r i m a r i l y  at 
e l i m i n a t i n g  "moonlightora" and o t h o r  p a r t -time fishermen 
from the salmon fisheries can result in a level of fishing 
p ressure that allows improved m a n a g e m e n t  and tho d e v e l o p­
men t  of a p r o f e s s i o n a l  fishery. Such a program, pr o p e r  ly 
e s tablished and implemented, will also w o r k  c o n s t i t u t i o n­
ally to reduce the num b e r  of outsido p a r t i cipants in the 
fishery.

Legal and C o n s t i t u t i o n a l  C o n s t r a i n t s

N e i t h e r  the S tate nor the Federal C o n s t i t u t i o n  p r o h ibits a 
state statutory p r o g r a m  r e g u l a t i n g  access to the commercial 
fishery, sc long aa the reg u l a t o r y  c l a s s i f i c a t i o n s  e s t a­
blish e d  to permit some people to fish and to e x c lude others 
arc r e a sonably related to a valid legislative p u r pose and 
are fairly applied. The r e cently adopted amendmor.t to 
Ar t icle VIII, S e c t i o n  17 of the Alaska Constitution, 
c l e arly e s tablishes as a valid l e g i s 1stive p u r pose the 
ro g ulaticn of entry to "prevent e c onomic d i stress among 
f i s h e r m e n . "

The Alaska C o n s t i t u t i o n  docs not confer on its citizens 
a c o n s t i t u t i o n a l  right to fish c o m m e r c i a l l y  for salmon. 
Article VIII, S e c t i o n  3 reserves the "fish, w i l d l i f e  and 
waters" to the poople for "conoaon use", but this in no 
way prohibits legislative reg u l a t i o n  of that use. Limiting 
ontry to the salmon fishory is no d i f f e r e n t  in principle 
than the Stato'a r e g u l a t i o n  through a pa r m i t  system of 
tho private a p p r o p r i a t i o n  o f  State waters.

The Federal C o n s t i t u t i o n  w i l l  r.ot per m i t  a r e g ulatory 
p r o g r a m  w h i c h  d i s c r i m i n a t e s  u n r e a s o n a b l y  a g a inst n o n­
residents. P a r t i c u l a r  a t t e n t i o n  mu s t  be paid to the 
con s t r a i n t  imposed by the consr.erce clause of the Federal 
Constitution, u nder w h i c h  a legally sound limited entry 
pr o g r a m  ca n n o t  u n r e a s o n a b l y  burdon or d i s c r i m i n a t e  against 
interstate commerce. Any reg u l a t o r y  p r o g r a m  w h i c h  d i s­
qual ifies n o n - r e s i d e n t s  from the fishery solely because 
they are non-residents, m e r e l y  to secure an e c o n o m i c  
a d v a ntage for residents, wi l l  almost c e r t a i n l y  fail in
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t h o  c o u r t s ,  aa w i l l  a n y c l e a r  d i s c r i m i n a t i o n  i n  f a v o r  o f  
l o c a l  ( i n t r a a t a t e )  e c o n o m ic  i n t e r a a t a  a t  t h a  e x p e n a e o f  
o u t a i d e  ( i n t e r s t a t e )  e c o n o m ic  i n t e r e a t s .

The i n t e r p r e t a t i o n  o f  t h e  commerco c l a u e e  i n  a g i v e n  
n l t u a t i o n  i s  p r i m a r i l y  a m a t t e r  o f  d e g r e e  and o f  s u f f i ­
c i e n t  j u s t i f i c a t i o n ,  i n  w h i c h  t h e  c o u r t s  w i l l  be g u id e d  by 
t h e  n o t i o n  o f  r e a s o n a b l e n e s s . Tho p r e v e n t i o n  o f  e c o n om ic  
d i s t r e s s  among f i s h e r m e n  i s  a lm o s t c e r t a i n l y  a v a l i d  
l e g i s l a t i v e  p u r p o s e  i n  t h i s  s i t u a t i o n ,  and i f  t h e  same 
s t a n d a r d s  f o r  q u a l i f i c a t i o n ,  ( f o r  e x a m p la , d e g r e e  o f  d e p e n d ­
e n c e on t h e  f i s h e r y  o r  p a s t  p a r t i c i p a t i o n  i n  t h e  f i s h e r y ) '  
a r e  a p p l i e d  e q u a l l y  t o  r e s i d o n t  and n o n - r e s i d e n t  a l i k e ,  
t h e y  s t a n d  an e x c e l l e n t  c h a n c e  o f  b e i n g  u p h o l d  i n  t h a  
c o u r t s ,  e ve n th o u g h  i n  some i n s t a n c e s  t h e y  may f a l l  m o re 
h a r s h l y  on t h e  n o n - r e s i d e n t .

The c o u r t s  w i l l  a l s o  l o o k  u n f a v o r a b l y  u p o n a n y r e g u l a t o r y  
s y s tem  w h ic h  c r e a t e s  a c o m p l e t e l y  c l o s e d  c l a s s  o f  f i s h e r m e n .  
Some new e n t r y  m u s t be p e r m i t t e d .  T h e r e f o r e ,  I  am p r o ­
p o s i n g  t h e  a d m i n i s t r a t i v e l y  c o n t r o l l e d  t r a n s f e r  o r  s a l e  
o f  e n t r y  r i g h t s ,  w h i c h  w i l l  p e r m i t  new e n t r y  w h i l e  a l l o w i n g  
f i s h J *  e f f o r t  t o  be h e l d  a t  c o n s t a n t  l e v e l s .

O t h e r  L im i t e d  E n t r y  P r o p o s a l s

B o f o r o  d i s c u s s i n g  t h o  r e a s o n i n g  t h a t  u n d e r l i e s  t h i s  b i l l ,  
i t  may be u s e f u l  t o  o u t l i n e  some o f  t h e  o t h e r  t y p e s  o f  
l i m i t e d  e n t r y  p r o p o s a l s  t h a t  c o n c e r n o d  A la s k a n s  h a v e been 
c o n s i d e r i n g .  The S t a t e ' s  l i m i t e d  e n t r y  s t u d y  g r o u p  has 
e x am in e d th e s e  and o t h e r  i d e a s ,  and i t  h a s c o n c l u d e d  t h a t  
m o s t o f  th e s e  a p p r o a c h e s  b e a r  soma o f  t h e  m a rk s o f  u n s u c ­
c e s s f u l  p a s t  e f f o r t s  i n  t h a t  t h e y  s e e k an im m e d ia te  
s o l u t i o n  f o r  j u s t  ono a r o a  r a t h e r  t h a n  a p o rm e n e n t s o l u ­
t i o n  f o r  t h e  s n t i r e  S t a . a .  I n  a d d i t i o n ,  m o a t o f  t h e s e  
p r o p o s a l s  c o n t a i n  s e r i o u s  c o n s t i t u t i o n a l  d e f e c t s .

H e ro a r e  t h e  b a s i c  e le m e n t s  o f  one t y p e  o f  p r o p o s a l :

1) F re e z e  t h a  i s s u a n c e  o f  new g e a r l i c e n s e s .

2} E s t a b l i s h  o p t im um  am ou n ts o f  g e a r f o r  
o a c h a r e a  n e c e s s a r y  t o  h a r v e s t  a l l  s p e c i e s  
( s a lm o n , k i n g  c r a b ,  h a l i b u t ,  e t c . )

3) A l l o w  e v e r y o n e  who a v e r  owned a g e a r 
l i c e n s e  m  u n d e r t h a  f r e e z e .

263



,1

1
)
J

j
The Honorable Tarry Millar - 15 - January 10, 1973

4) Raly on attrition of llcansa holders to eventually reach optimum levels.
5) When optimum levels ara reached, make gear licenue a proporty right with a 12% royalty to tha State.
6) Levy a buy-back assessment on gear licensos to encourage attrition.

There are some sound concepts in this proposal, but also some basic practical and legal defects. Any llceneo f r e e z e  will probably be struck down in tho courts because the 
affect is to create a completely closed class of fishermen for a substantiae period of tine. Letting anyone who had ever held a gear lloense in at the outset while excluding all new entry is probably constitutionally unacceptable, and also will considerably worsen the very problem it is designed to solve. Creating "grandfather rights” for paper registrants who have never actually fished and for those who have already dropped out of the fishery or are no longer dependent upon it, would greatly Inflate participa­tion in the already seriously overcrowded fishery. It would have the effect of penalizing the professional fishermen at the outset. Finally, the notion of a royalty ia defective since the State does not own its salmon resource in the same way that it owne its oil or tinbar.
Another type of proposal is for a sliding scale gear quota in Bristol Bay. By its nature it is aimed at solving theproblem for one area only, and in all likelihood, thesolution would only be partial and temporary. Hera are its basio featurest

1) The Fish and Game Board would establish a total gear quota for the area in terra of total fathoms of net required to adequately and safely harvest the resource.
2) Following the close of area registrationfor a oivsn year, the Board would apportion

2S4
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3) Local families would be specially banefitted by a provision that gear regie** trants may jointly operate their Individual quotas of gaar.
This proposal would improve fisherman incomes only if low net length quotas for a given year discouraged outsiders from coming to Bristol Bay. This is an uncertain assump­tion for two reasons. First, many of tha outsiders era moonlighters who might continue to fish Bristol Bay even without the prospect of high income in a given year.Second, if everyone was operating with the same handioap, the number of fish caught and tha efficiency of the fishing effort may not bo that woll controlled by morely varying 
t h e  l e n g t h  of the n e t s .  The result may still be too many participants in the fishery. While solutions such as this are of questionable long-term value for Bristol Bay and would be unworkable on a Statewide basis, they are not inconsistent with this bill's goals for tha fishery and they may provide a degree of short-term relief for the serious problem of over-fishing in the Bay.
Another limited entry proposal for Bristol Bay contains the following basic provisions:

1) A  permanent gaar license freeze for Bristol Bay at tha level of the previous year.
2) If fishermen's Incomes aro anticipated to be below the national poverty level for a given year, the Pish and Came Board shall designate such an area a "distressed fishery."
3) In a "distressed fishery” special gear license fees would be levied on the basis of II of the value of the salmon sold by a resident, and 31 of tha value of the salmon sold by a non-resident.
4) A fishermen who derived more than 751 of his gross income from fishing during tha previous year, or who had a gross Incomeof less than 35,000 during the previous year, would be exempted frost the special fees.

29S
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This proposal haa tho conatitutional liabilitieo of any license freeze as discusoed above. Furthermore, a freeze at the present level would not offer much of a practical solution for Bristol Bay, because that area, particularly, suffers presently from a great excess of gear. The pro­posed license feoa almost cortainly would be held by the courts to discriminate unconstitutionally against inter­state commerce.
One final typo of proposal which has been discussed recently would create a gear licensing preference for watershed or registration area residents. Even though such a preference would not discriminate directly against non-residents of the State, the overall effect would be the total exclusion of non-residents of the State from tho fishery. Such a regulation would have virtually no chance of survival in the courts. Furthermore, such a proposal would not really solve the limited entry problem. There might soon bo too many fishermen drawn solely from resi­dents of the watershed or area, particularly in areas like Cook Xr.Jet and Southeastern. Even more important, this approach does not address the problem of the moon­lighters and part-time fishermen who threaten tho future of the professional fishery.
I am heartened by the strong spirit of good faith and con­cern that has prompted various Alaskans to bend their efforts toward thinking of limited entry programs for our State's fisheries. My motive in noting shortcomings in some of these proposals is simply to indicate pitfalls that must be avoided in developing a legallv sound, work­able limited entry program for all the fisheries of our State. To do so, we must work together, ar.d these proposals for limited entry indicate that Alaskans are in important agreement on the basic objectives.
Proposal for Limited Entry Program
The bill I am submitting today embodies my recommendation for a limited entry program. The reasoning behind the basic features of it la aa follows:
Tha bill establishes a regulatory and quasi-judicial coaaniaeion which would administer ar. ontry permit system for the State's salmon fisheries. The baeic problem of
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too much gaar varies widely in its dimensions and parti­culars from area to area. Trying to decide directly in the language of a statute which particular individuals will bo permitted to fish, and which individuals will be excluded, is hopelessly inadequate, both legally and practically. A full-time regulatory commission is the only way to apply general legislative standards to each area and type of gear with fairness to all areas.
The commission approach has the added advantage of being easier to defend legally. As long as the statutory pur­pose and standards are valid, the point of legal attack 
would be a particular regulation or application of a statutory standard by the cormiaeion. Such specific points are far easier to defend and a loss on a particular commission action would not jeopardize tho validity of the biaic regulatory program, even though it may initially require minor readjustments in regulatory strategy.
The bill's legislative standards of preference for entry permits will require findings of fact regarding an appli­cant's dogree of economic dependence upon the fishery and his oxtent of past participation in the fishery.Such facts must be established fairly and sufficiently tn order to avoid abuses of the system that would be unfair to all fishermen. Provisions concerning hearings and appeals will safeguard the rights of individual applicants for entry permits.
The commission approach also has the advantage of permit­ting the Legislature to add other species such as king crab or shrimp to the entry limitation program when the r.oed is shown.
Tha cocraiseion will be made up of a fisheries management specialist, a lawyer, a commercial fiaherman, plus the etaff for neceesary research and for the implementation of the program aa it applies to salmon. Because of the complexity of the fishery and the potential economic impacts of various decisions, I feel this would require an initial appropriation of approximately $400,000. Pro­vision has besn msds for the work of the coravlsaion to be self-supporting, through tha assassmsnt of permit fees, once tho permit system is functioning. After limited entry programs are established in the State's principal fishorios, aomo of the permit revenue would then go to tha genoral fund.
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This bill doaa not require a license froeze or license moratorium. Such a feature would be on extremoly weak legal grounda and there la no practical necessity for it. The commission ia charged with issuing a limited number of entry pormita according to preferences among appli­cant a  based primarily upon past participation and economic dependence. No new entrant would be able to put himself in a more preferred position than a presently established fisherman undor such standards. Therefore, pending tho issuance of permanent entry permits the commission ia authorized to issue interim entry permits to any bona fide applicant. Such interim pormits will confer no special claim on a permanent entry permit? they will not amount to a "grandfather right." For this reason, the ru3h of speculative applicants wanting to be "grand­fathered in" should be avoided. The standard that applicants be ready, willing and able to fish will also help to quell any rush of applicants, and it will eli­minate the holders of "paper licenses."
There are several reasons for not implementing an entry permit program through the existing licensing system.To begin with, the commercial fishing license system serves all species, not just salmon. Certain types of gear licensee are peculiar to salmon, but using gear licenses as a basis for entry limitation would mean breaking part of the licensing system away from the whole, and would be cumbersome to administer. Further­more, licensing is an annual event for revenue purposes, and the legal assumptions underlying a license differ substantially from the entry permit, which carries with it tho permanent right of renewal.
The desire to protect any "grandfather rights" which might be subsequently conferred by the Legislature has made a bad situation worse in many areas by encouraging some people to fish who night otherwise sit a season out or fish for different spocies during low run years. The entry permit program will alleviate this particular problem. It does not require a permit holder to fish every year in order to maintain his right to fish, although after five years of abstention his permit would revert to the com­mission. The rosult will be a benefit to those actually fishing during low run years.
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too much gear varies widely in its dimensions and parti­culars from area to area. Trying to decide diroctly in the language of a statute which particular individuals will be permitted to fish, and which individuals will be excluded, is hopelessly inadequate, both legally and practically. A full-time regulatory commission is the only way to apply general legislative standards to each area and type of goer with fairness to all areas.
Tho commission approach has the added advantage of being easier to defend legally. As long as the statutory pur­pose and atandardo are valid, the point of legal attack would be a particular regulation or application of a statutory standard by the coaroiesion. Such specific points are far easier to defend and a loss on a particular commission action would not jeopardize tha validity of the basic regulatory program, even though it may initially require minor readjustments in regulatory strategy.
The bill's legislative standards of preference for entry permits will require findings of fact regarding an appli­cant's degree of economic dependence upon the fishery and his oxtcnt of past participation in the fishery.Such facts must bo established fairly and sufficiently in order to avoid abuses of the system that would be  unfair to all fishermen. Provisions concerning hearings and appeals will safeguard the rights cf individual applicants for entry permits.
The commission approach also has the advantage of permit­
ting the Legislature to add other species such, as king crab or shrimp to the entry limitation program when the need is shown.
The comission will be made up of a fisheries management specialist, a lawyer, a commercial fisherman, plus the staff for nacessary research and for tha implementation of the program as it applies to salmon. Because of the complexity of the fishery and the potential economic impacta of various decisions, 1 fool this would require an initial appropriation of approximately $400,000. Pro­vision has bean made for the work of the commission to bo dtlf-supporting. through tho assessment of permit fees, once the permit system ia functioning. After limited entry programs are established in the State's principal fishorien, soma of tna permit ravanua would then go to the genaral fund.
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This bill does not raquiro a license freeze or license moratorium. Such a feature would be on extremely weak legal grounds and there is no practical necessity for it. The commission is charged with issuing a limited number of entry pormits according to preferences among appli­cants based primarily upon past participation and economic dependance. No new entrant would be able to put himself in a more proforred position than a presently established fisherman under such standards. Therefore, pending the issuance of permanent entry permits the commission is authorized to issue interim entry permits to any bona fide applicant. Such interim permits will confer no special claim on a permanent entry permit; they will not amount to a "grandfather right." For this reason, the rush of speculative applicants wanting to be "grand­fathered in" should bo avoided. The standard that applicants be ready, willing and able to fish will also help to quell any rush of applicants, and it will eli­minate the holders of "paper licenses."
There are several reasons for not implementing an entry permit program through tho existing licensing system.To begin with, the conznercial fishing license system serves ail species, not just salmon. Certain types of gear licenses are peculiar to salmon, but using gear licenses as a baais for entry limitation would mean breaking part of tho licensing system away from the whole, and would be cumbersome to administer. Further­more, licencing la an annual event for revenue purposes, and the legal assumptions underlying a license differ substantially from the entry permit, which carries with it the permanent right of renewal.
The desire to protect any "grandfather rights" which might be subsequently conferred by tho Legislature has made a bad situation worse in many aroas by encouraging some people to fiah who night otherwise sit a season out or fish for different spocles during low run years. The entry permit program will alleviate this particular problem. It does not require s permit holder to fiah every year in order to maintain his right to fish, although after five years of abstention his permit would revert to the com­mission. The result will be a benefit to those actually fishing during low run years.
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The bill also allows a fisherman to hold more than one entry permit so that he may fish different types of gear and different species. However, it imposes a practical limit on the holding of multiplo pormits since a fisher­man may fish only ono legal unit of gear at any given time, and he may not delegate his right to fish a unit of gear to another person.
One last feature of the bill which requires explanation is the transferability of entry permits. Initially, entry permits to a given fishery will not "cost" anything other than the permit fee, but since the number of permits will be limited, they will acquire a value. Transferability allows entry permits to be bought and sold on the market, but it will not permit a speculative market to develop.An entry permit will confer upon the holder a personal right to operate a unit of gear in the salmon fishery. Individuals may soil and transfer pormits, but a permit •would havo no real value to one not using it to fish. Transferability will allow some individuals to change 
l o c a t i o n  or f i s h  more types of gear by acquiring more than one p e r m i t .  T h i s  f e a t u r e  is aimed at encouraging a flexible growth and professionalization of the fishery and will have moro application as additional species come under the jurisdiction of tho commission. A perait- holdor cannot hiro an agent to fish his permit, there­fore the processors cannot control the fishery through ouch a permit system and monopoly tendencies by processors or fishermen are avoided. Transferability will also allow pormits to be passed on within a family, and can be usod to allow a fisherman to sell out of one area and movo into another without upsetting the total amount of gear in each area.
The bill calls for a January 1, 1974 deadline by which the commission must issue inteilm entry permits. Since these are available to anyone ready, willing and able to fish, this step in tho permit procedure should cause no significant disturbance to the 1974 commercial fishing season. It oimply allows the commission to establish a system for issuing permits, and it eliminates "paper licenso" holders prior to the 1974 fishing season. Tho commission*a principal work for some time will be to gather and analyze the data necessary for establishing regulations to determine priority categories for tne
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reissuance of permanent ontry permits. After that it must receive applications, and gather and evaluate evidence of qualifications before actually issuing permanent entry permits. Recognizing the size and com­plexity of the salmon fishery, it is my optimistic hope that, at the soonest, the commission may be able to make final decisions regarding the issuance of permanent entry permits for at least some areas in early 1975.
Effect Upon the Fisherman and the Processing Industry
The proposal presented here would result in the exclusion over a few years cime of some resident and non-resident fishermen presently fishing in soma areas of the State. The individuals excluded would be those least dependent upon the fishery for their livelihood, and those with the shortest history of participation in the fishery, as determined by the commission. The commission's task would be complex and difficult, but the onl" alternative ia the economic destitution of a much larger number of fishermen. The burden of exclusion should fall mostly upon the part-time fishermen with alternative primary sources of livelihood.
Another class of fishermen who would probably fail to qualify for entry permits are those who have not paid State income tax during recent years. Income tax records will be a pri .ie source of evidence for use in the com­mission'a dr .ermination of an applicant's qualifica­tions. T* . records should accurately reflect one measure of econoj ia  dapendence, and verify active participation in tha fishery. Preliminary research Indicates that in 1969 almost 301 of those individuals holding vessel operators licenses for that year either failed to file a tax return at all (more than 20%) or failed to report any income (profit and loss statamcnt) from fishing. It seems reasonable to expect that Individuals in present violation of State tax laws will either fail to make application for an entry permit, or if applying will have great difficulty in qualifying for one.
A  statewide entry limitation program for the salmon fishary will also have a noticeable impact upon the salmon processing Industry. The primary reason for this is that tha bargaining position of fishermen, both individually and collectively, will be greatly improved in the long run. However, there is no reason why this
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limited entry program should disrupt tho established patterns for the 1973 and 1974 fishing seasons. Canneries will continue to stake individual fishermen in return for thoir share of the catch. Once permanent entry permits are issued, though, the processors vill be limited to those fishermen holding permits, plus their crews, and since an entry permit can only be held by a fisherman, it cannot fall under the legal control of a processing company or its agents.
Report to the Legislature
The limited entry study group is new preparing a compre­hensive report to be presented to the Legislature in the next few weeks on the results of its work so far. The group will also continue over the next six months to develop and refine the proposals and analysis discussed here, building on the sound concepts already established. One example of work underway is an extensive survey of the present and potential involvement of Alaska natives ir. the commercial salmon fishory. This study will take until late spring to complete and is important to any sound evaluation of the human impacts of limited entry.
In addition to the establishment of the commission, 1 re com.; end continuing the work of this limited entry study group beyond fiscal 1973. The work regarding salmon which has been startec should be completed; there is much basic information that has never beer, collected and organized regarding this fishery that would bo extremely important for the implementation of any limited entry program. There is also a longor-range need to study the 
desirability of limited ontry in other Alaskan fisheries, such as king crab and shrimp, where a pattern wf exces­sive participation has developed.
To summarize, this bill provides a means for regulating ontry into Alaska's commercial fisheries. While it has been doslgned to have broad applicability, it is directed initially at limiting entry into the State's salmon fisheries because the need for effective action there is greatost. Implementation of the bill will allow better management of the fisheries, and it will allow the oppor­tunity for growth, diversification and modernization of
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tha fiahing float. Moat important, it will improve tho lot of the fiaheman, allowing him stable livelihood from commercial fiahing.
S i n c e r e l y ,

William A. E< Governor
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THE PRESENT SYSTEM - FREE TRANSFER

I n i t i a l  I s s u a n c e  and T r a n s f e r s

The  A la s k a  L i m i t e d  E n t r y  p ro g ra m  l i m i t s  t h e  num ber o f 
e n t r y  p e r m i t s  t h a t  may be  i s s u e d  i n  a p a r t i c u l a r  f i s h e r y .
A f i s h e r y  i s  d e f i n e d  by  f i s h e r y  r e s o u r c e ,  g e a r  t y p e  and 
g e o g r a p h i c a l  a r e a  a nd  c l o s e l y  p a r a l l e l s  t h o s e  a r e a  a nd  q e a r 
c o m b i n a t i o n s  now u s e d  by  th e  A la s k a  D e p a r tm e n t  o f  F i s h  and 
Game f o r  m anagem ent p u r p o s e s .  F o r  t h o s e  f i s h e r i e s  h a v in g  
l i m i t e d  e n t r y  i n  1 9 7 5 ,  t h e  i n i t i a l  i s s u a n c e  o f  p e r m i t s  w i l l  
be wO t h o s e  a p p l i c a n t s  w h o , p r i o r  t o  J a n u a r y  1 , 1 9 7 3 ,  w o u ld 
s u f f e r  t h e  g r e a t e s t  h a r d s h i p  i f  t h e y  c o u l d  n o t  c o n t i n u e  
c o m m e r c ia l  f i s h i n g  i n  a p a r t i c u l a r  f i s h e r y .  Two s t a n d a r d s  
a r e  u se d  t o  r a n k  p r o s p e c t i v e  a p p l i c a n t s :  ( ! )  e c o n o m ic
d e p e n d e n c e  and  (2 )  p a s t  p a r t i c i p a t i o n  i n  t n e  f i s h e r y .

Once i s s u e d  t o  t h e  o r i g i n a l  r e c i p i e n t ,  e n t r y  p e r m i t s  
a r e  f r e e l y  t r a n s f e r a b l e  l i k e  p e r s o n a l  p r o p e r t y  and  may oe 
b o u g h t ,  s o l d ,  t r a d e d  o r  g i v e n  aw ay . H o w e v e r ,  an  e n t r y  
p e r m i t  c o n s t i t u t e s  a use  p r i v i l e g e  w h ic h  may be m o d i f i e d  o r 
r e v o k e d  by  th e  L e g i s l a t u r e  w i t h o u t  c o m p e n s a t io n  a t  a n y  t i m e . 
Upon t h e  d e a t h  o f  a p e r m i t  h o l d e r  a p e r m i t  becom es p a r t  o f 
t h e  e s t a t e  o f  t h e  d e c e a s e d .

D u r i n g ,  o r  as  a r e s u l t  o f  t r a n s f e r s ,  a p e r m i t  may n o t 
be (1 )  p le d g e d ,  m o r tg a g e d  o r  e n c u m b e re d  i n  any  w a y ,  (2 ) 
t r a n s f e r r e d  w i t h  a n y  r e t a i n e d  r i g h t  o f  r e p o s s e s s i o n  o r 
f o r e c l o s u r e ,  o r  (3 )  a t t a c h e d ,  d i s t r a i n e d ,  o r  s o l d  o n  e x e c u t i o n  
o f  ju d g m e n t  o r  u n d e r  a ny  o t h e r  p r o c e s s  o r  o r d e r  o f  a c o u r t . 
T h e se  s a f e g u a r d s  h a v e  b ee n  p la c e d  i n  t h e  l e g i s l a t i o n  t o  
p r e v e n t  c o m p a n ie s  o r  o t h e r  i n d i v i d u a l s  f r o m  g a i n i n g  c o n t r o l 
o f  p e r m i t s  b y  i n d i r e c t  f i n a n c i a l  a r r a n g e m e n t s .

T e m p o ra ry  t r a n s f e r s  o f  p e r m i t s  a r e  a l l o w e d  i f  s i c k n e s s , 
i n j u r y  o r  o t h e r  u n a v o i d a b l e  h a r d s h i p  p r e v e n t s  a p e r m i t 
h o l d e r  f r o m  f i s h i n g ,  p r o v i d e d  th e  i n d i v i d u a l  t o  whom he 
w is h e s  t o  t r a n s f e r  h i s  p e r m i t  can  d e m o n s t r a t e  h i s  p r e s e n t 
a b i l i t y  t o  p a r t i c i p a t e  i n  t h e  f i s h e r y .  I f  t h e  h o l d e r  o f  an 
e n t r y  p e r m i t  d i e s ,  t h e  a u t h o r i z e d  r e p r e s e n t a t i v e  o f  th e 
d e c e a s e d  may a p p l y  f o r  an e m e rg e n c y  t r a n s f e r  o f  t h e  p e r m i t 
p e n d in g  i t s  f i n a l  d i s p o s i t i o n .  I n  e i t h e r  c a s e  an e m e rg e n c y 
t r a n s f e r  w i l l  be  e f f e c t i v e  o n l y  f o r  t h e  r e m a in d e r  o f  t h e  
y e a r  i n  w h ic h  t h e  t r a n s f e r  t o o k  p la c e  u n l e s s  f u r t h e r  r e ­
s t r i c t e d  b y  t h e  o r i g i n a l  h o l d e r .  I n  t h e  c a s e  o f  a p e r m i t 
h o l d e r ’ s d e a t h ,  t h e  e m e rg e n c y  t r a n s f e r  c a n  be re n e w e d  a n n u a l l y  
u n t i l  t h e  f i n a l  d i s p o s i t i o n  o f  t h o  p e r m i t .

-1-



Role of tho Commission

The c o m m is s io n  ^ u s t  a p p r o v e  a l l  t r a n s f e r s .  A f i s h e r m a n  
i s  r e q u i r e d  t o  g i v e  th e  c o m m is s io n  60 d a y s  n o t i c e  o f  h i s  
i n t e n t  t o  t r a n s f e r  a p e r m i t  d u r i n g  w h ic h  p e r i o d  he can 
r e c o n s i d e r  t h e  p ro p o s e d  t r a n s f e r .  The c o m m is s io n  w i l l ,  w i t h  
t h e  f i s h e r m a n ' s  c o n s e n t  add h i s  name t o  a l i s t  o f  p e r m i t s  
a v a i l a b l e  f o r  t r a n s f e r .  T h i s  w i l l  i n s u r e  th e  g r e a t e s t 
o p p o r t u n i t y  f o r  a p e r s o n  who w a n ts  t o  a c q u i r e  a p e r m i t  as 
w o l l  as  t h e  b r o a d e s t  m a r k e t  f o r  a p e r s o n  who w a n ts  t o  t r a n s f e r  
a p e r m i t .

S p e c u l a t i o n  i n  p e r m i t s  i s  d i s c o u r a g e d  i n  t h r e e  w a y s .
O ne, an  i n d i v i d u a l  c a n  h o l d  o n l y  one p e r m i t  f o r  e a c h  f i s h e r y  
and  t h e r e f o r e  w i l l  n oc  b e  a b le  t o  " c o r n e r "  t h e  m a r k e t  f o r  a 
c e r t a i n  f i s h e r y .  Tw o, t h e  p o t e n t i a l  t r a n s f e r e e  m u s t  e s t a b ­
l i s h  h i s  p r e s e n t  a b i l i t y  t o  p a r t i c i p a t e  a c t i v e l y  i n  t h e 
f i s h e r y ,  w h ic h  i n c l u d e s  h a v in g  a c c e s s  t o  g e a r  o f  a t y p e  used 
i n  t h e  f i s h e r y .  T h r e e ,  t h e  c a r r y i n g  c o s t s  o f  t h e  p e r m i t ,
i . e . ,  r e n e w a l  f e e s ,  p r o p e r t y  t a x e s  w h e re  a p p l i c a b l e  and b u y ­
b a c k  a s s e s s m e n t s ,  i f  a r .y ,  m u s t  be  p a i d .

P e r m i t s  m r y  e l s e  i s  t r a n s f e r r e d  t o  t h e  c o m m is s io n .  I n  
c e r t a i n  f i s h e r i e s  w h e r e  g e a r  r e d u c t i o n s  a r e  n e c e s s a r y ,  t h e  
C o m m e r c ia l  F i s h e r . e s  E n t r y  C o m m i s s i o n  m a y  p u r c h a s e  p e r m i t s , 
v e s s e l s  a n d  g e a r  a t  f a i r  m a r k e t  v a l u e  u n d e r  a b u y - b a c k  fu n d 
m a i n t a i n e d  t h r o u g h  a n n u a l  a s s e s s m e n t s  o f  f i s h e r m e n  i n  t h e  
f i s h e r y .  P ro c e e d s  f r o m  t h e  r e - s a l e  o f  a n y  v e s s e l s  a nd  g e a r 
p u r c h a s e d  r  t h e  p r o g r a m  w i l l  b e  p a id  i n t o  t h e  f u n d .

O t h e r  t r a n s f e r s  t o  th e  c o m m is s io n  i n c l u d e  f o r f e i t u r e s  
o f  p e r m i t s .  T h i s  may o c c u r  i f  a p e r m i t  h o l d e r  f a i l s  t o  p ay 
t h e  a n n u a l  r e n e w a l  f e e ,  i n c l u d i n g  b u j - b a c k  a s s e s s m e n ts  w h e re 
a p p r o p r i a t e ,  f o r  tw o  y e a r s  and  c a n n o t  d e m o n s t r a t e  good 
c a u s e  f o r  n o t  d o i n g  s o .

An a p p l i c a n t  who d u p l i e s  f a r  an e n t r y  p e r m i t  wi.an 
i n i t i a l l y  i s s u e d  o r  a p e r s o n  . o  ••horn a p e r m i t  i s  b e in g  
t r a n s f e r r e d  who m akes a f a l s e  s t a t e m e n t  o f  m a t e r i a l  f a c t  
w i l l  a l s o ,  u p o n  c o n v i c t i o n ,  f o r f e i t  a l l  e n t r y  p e r m i t s  h e ld  
b y  h im  a n d  l e s e  e l i g i b i i t y  f o r  e n t r y  p e r m i t s  f o r  f i v e  y e a r s .

The h o l o e r  o f  i . .  o r .c ry  p e r m i t  w i l l  be  s u b j e c t  t o  
p e r m a n e n t  f o r f e i t u r e  o f  a l l  e n t r y  p e r m i t s  o r  i n t e r i m - u s e  
p e r m - c r  p l u s  l o s s  c f  o l i a b i l i t y  t o  a p p l y  f o r  o t h e r  e n t r y  o r 
i r . t c r i m - u s e  p e r m i t s  u po n  t h e  t h i r d  c o n v i c t i o n  o f  a v i o l a t i o n
c :  . : .e  1 :  * .-t c n t r >  la w .



O t h e r  R e s t r i c t i o n s  o r  Regu l a t i o n s  P e r t a i n i n g  t o  t h e  T r a n s f e r 
o f  E n t r y  Permit~s~!

A p p l i c a n t s  who a r e  i n i t i a l l y  i s s u e d  an e n t r y  p e r m i t  may 
r e q u e s t  t h a t  t h e i r  p e r m i t  n o t  be t r a n s f e r r e d  f o r  a f i v e  v e a r 
p e r i o d  f o l l o w i n g  i t s  i n i t i a l  i s s u a n c e .  T h i s  p r o v i s i o n  i s  
i n t e n d e d  t o  a l l o w  a f i s h e r m a n  t o  p r o t e c t  h i m s e l f  i f  he f e e l s  
he m ig h t  s e l l  h i s  p e r m i t  i n  a moment o f  w e a k n e s s  o r  in  a 
s h o r t - s i g h t e d  e f f o r t  t o  e x t r i c a t e  h i m s e l f  f r o m  d e b t .

I n  c e r t a i n  c i r c u m s t a n c e s  an i n d i v i d u a l  may t r a n s f e r  h i s  
p e r m i t  o n l y  t o  t h e  C o m m is s io n .  T h i s  o c c u r s  when an  i n d i v i d u a l 
r e c e i v e s  a p e r m i t  u n d e r  t h e  " m in o r  e c o n o m ic  h a r d s h i p "  p r o v i s i o n  
o f  t h e  s t a t u t e  and t h e r e  i s  a b u y - b a c k  p ro g ra m  i n  t h e  f i s h e r y . 
The l e g i s l a t i o n  s t a t e s  t h a t  t h e  C o m m is s io n  s h a l l  p u r c h a s e 
s u c h  p e r m i t s  ( i n c l u d i n g  v e s s e l s  a n d  g e a r )  a t  f a i r  m a r k e t 
v a l u e .  Once a b u y - b a c k  p ro g ra m  i s  t e r m i n a t e d ,  p e r m i t s  
i s s u e d  u n d e r  t h e  m in o r  e c o n o m ic  h a r d s h i p  c l a s s i f c i a t i o n  
become f r e e l y  t r a n s f e r a b l e .  Few, i f  a n v ,  p e r m i t s  a r e  e x p e c te d 
t o  be i s s u e d  u n d e r  t h i s  p r o v i s i o n ,  h o w e v e r .

I f  t h e r e  i s  a lo n g  te r m  im p ro v e m e n t  i n  t h e  m a r k e t  c o n ­
d i t i o n s  o r  t h e  a v a i l a b l e  s t o c k s  i n  a f i s h e r y ,  t h e  c o m m is s io n 
i s  em pow ered  t o  i s s u e  a d d i t i o n a l  p e r m i t s .  The m eans o f 
i s s u a n c e  w o u ld  d e p e n d  on  s u c h  c o n s i d e r a t i o n s  as  t h e  o v e r - a l l 
c o n d i t i o n  o f  t h e  f i s h e r v  and  th e  num ber o f  o e r m i t s  t o  be 
i s s u e d .

A d v a n ta g e s  o f  F re e  T r a n s f e r a b i l i t y

F re e  t r a n s f e r a b i l i t y  h as  a n um be r o f  i m p o r t a n t  b e n e f i t s :

1 .  L e g a l l y  i t  g u a r a n t e e s  t h a t  a c lo s e d  c l a s s  o f  i n d i ­
v i d u a l s  i s  n o t  c r e a t e d .  A ny  p ro g ra m  w h ic h  c o n t r o l s  a c c e s s 
i s  l i k e l y  t o  r u n  i n t o  s e r i o u s  l e g a l  p r o b le m s  i f  f o r  any 
r e a s o n ,  e i t h e r  i n  la w  o r  a c t u a l  p r a c t i c e ,  t h e  o r o g r a m  c r e a t e s  
a c l o s e d  c l a s s  o f  i n d i v i d u a l s  t h a t  h a s  no r e a s o n a b le  r e l a t i o n  
t o  t h e  l e g i t i m a t e  o b j e c t i v e s  o f  t h e  p r o g r a m .  S in c e  p e r m i t s  
c a n  be b o u g h t  and  s o l d ,  o r  o t h e r w i s e  t r a n s f e r r e d ,  new f i s h e r ­
men c a n  g e t  i n t o  a f i s h e r y  t h r o u g h  f r e e  t r a n s f e r  a nd  t h e  
c r e a t i o n  o f  a c l o s e d  c l a s s  o f  i n d i v i d u a l s  i s  a v o i d e d .

2 .  The  im m e d ia te  b e n e f i t s  o f  an * n t r y  p e r m i t  o ro n ra m  
w i t h  f r e e  t r a n s f e r a b i l i t y  p a s s  o n t o  t h e  f i s h e r m e n .  S in c e  
t h e  f i s h e r m a n  g a i n s  f ro m  t h e  t r a n s f e r  o f  o e r m i t s ,  f i s h e r m e n  
a r e  m o re  l i k e l y  t o  t r a n s f e r  p e r m i t s .  A f is h e .T n a n  who p u r c h a s e s 
a p e r m i t  may a i s o  r e c o v e r  h i s  p r i n c i p a l  a t  t h e  t im e  he s e l l s  
h i s  p e r m i t .



3 . F r e e  t r a n s f e r a b i l i t y  i n s u r e s  t h a t  t h e r e  w i l l  be a 
m in im um  o f  g o v e rn m e n t  i n t e r f e r e n c e .  S u p p ly  and demand w i l l  
d e t e r m in e  when p e r m i t s  a r e  t r a n s f e r r e d  and t o  whom t h e y  a r e  
i s s u e d .

4 .  I t  i n s u r e s  t h a t  t h e  f i s h e r m e n  c a n  o p e r a t e  i n  a  
b u s i n e s s l i k e  m a n n e r .  D e c i s i o n s  c a n  b e  m a d e  t o  i n v e s t  o r  
d i v e s t  i n  c e r t a i n  f i s h e r i e s  r a p i d l y ,  b a s e d  o n  s o u n d  e c o n o m i c  
c o n s i d e r a t i o n s  r a t h e r  t h a n  o n  c r i t e r i a  s e t  f o r t h  b y  g o v e r n ­
m e n t .

D i s a d v a n t a g e s .

1 .  P e r m i t  P r i c e

I n  some f i s h e r i e s  t h e  p e r m i t  p r i c e  may r e a c h  l e v e l s  
t h a t  a r e  u n d e s i r a b l y  h i g h .  I t  i s  l i k e l y  t h a t  t h e  p e r m i t 
p r i c e  w i l l  be c l o s e l y  r e l a t e d  t o  th e  e a r n i n g s  i n  t h e  f i s h e r y , 
and  c a n  be  e x p e c t e d  t o  f l u c t u a t e  f ro m  y e a r  t o  y e a r  d e p e n d in g 
on  e a r n i n g s .  I n  B r i t i s h  C o lu m b ia  f o r  e x a m p le ,  as e a r n i n g s  
r o s e ,  t h e  l i c e n s e  p r i c e  c l o s e l y  f o l l o w e d  t h r o u g h  1 9 73  and 
s h a r p l y  d e c l i n e d  i n  1 9 7 4 .  P o l i c i e s  t h a t  a c t  t o  d e p r e s s 
a v e r a g e  e a r n i n g s  i n  a f i s h e r y  su c h  as d e c i s i o n s  t o  e i t h e r  
i n c r e a s e  t h e  n um be r o f  p e r m i t s  i n  a p a r t i c u l a r  f i s h e r y  o r  t o  
l e v y  a t a x  o r  f e e  on  p e r m i t s  a r e  l i k e l y  t o  lo w e r  a v e r a g e 
e a r n i n g s  and  t h e r e f o r e  p e r m i t  p r i c e .

A b u y - b a c k  p ro g ra m  i n  a p a r t i c u l a r  f i s h e r y  may a c t  t o  
d r i v e  up  t h e  p r i c e  o f  p e r m i t s  t o  th e  e x t e n t  t h a t  i t  i n c r e a s e s  
t h e  dem and f o r  p e r m i t s  i n  a p a r t i c u l a r  f i s h e r y ,  and  t o  t h e  
e x t e n t  t h a t  a v e r a g e  e a r n i n g s  w i l l  be i n c r e a s e d  when g e a r 
l e v e l s  a r e  r e d u c e d .  I f  p e r m i t  p r i c e s  become e x c e s s i v e  th e  
c o m m is s io n  may b u y  v e r y  fe w  p e r m i t s  a t  t h a t  t i m e .

One d i f f i c u l t y  t h a t  may be e n c o u n t e r e d  as  a r e s u l t  o f 
h i g h  p e r m i t  p r i c e s  i s  t h a t  fu n d s  c a n n o t  be  r a i s e d  b y  f i s h e r ­
men t o  p u r c h a s e  p e r m i t s  b e c a u s e  t h e  p e r m i t  i t s e l f  c a n n o t  be 
u se d  f o r  c o l l a t e r a l .  A m ore  r e a d y  c a p i t a l  m a r k e t  w o u ld 
e x i s t  i f  t h e  p e r m i t  c o u l d  be m o r tg a g e d ,  b u t  b a la n c e d  a g a i n s t 
t h i 3  i s  t h e  c o n c e r n  t h a t  t h e  p e r m i t  c o u ld  be  i n d i r e c t l y  
c o n t r o l l e d  t h r o u g h  s u c h  f i n a n c i a l  a r r a n g e m e n t s .  A l s o  i t  
s h o u ld  b e  o b s e r v e d  t h a t  many i n s t i t u t i o n s  a r e  p r e s e n t l y  
u n w i l l i n g  t o  e x t e n d  c r e d i t  t o  f i s h e r m e n  b e c a u s e  o f  p o o r 
f i n a n c i a l  p e r f o r m a n c e .  A h i g h  p e r m i t  p r i c e  w o u ld  be  i n ­
d i c a t i v e  o f  f i n a n c i a l  s u c c e s s ,  w h ic h  c c u l d  r e s u l t  i n  b e t t e r  
c r e d i t  o p p o r t u n i t i e s .

A n o t h e r  a r r a n g e m e n t  t h a t  may n r c v e  s u c c e s s f u l  t o  
im p r o v e  c r e d i t  f a c i l i t i e s  i s  th e  f u l l  im p l e m e n t a t i o n  o f  a 
s t a t e  l o r n  p r ry ra m .  t h a t  w i l l  g i v e  r e s i d e n t  A lu s k a n s  t h e  
o p p o r t u n i t y  t :*  b r r r r v  r .c r .e y  t o  p u r c h a s e  p e r m i t s ,  v e s s e l s  and 
g e a r .  As t h *  l e g i s l a t i o n  i p  now w r i t t e n ,  t h e  C o m m e rc ia l

- 4 -



F i s h e r i e s  Loan A c t  a u t h o r i z e s  a r e v o l v i n g  fu n d  n o t  t o  e xce e d 
o ne  m i l l i o n  d o l l a r s  f o r  t h e  " . . .  p u r c h a s e  o f  e n t r y  p e r m i t s  
and  g e a r  a nd  t h e  c o n s t r u c t i o n  and  p u r c h a s e  o f  v e s s e l s . "  A  

l o a n  may r u n  f o r  a p e r i o d  o f  15 y e a r s  a t  i n t e r e s t  r a t e s  n o t 
t o  e x c e e d  7%.

2 .  E f f e c t  on  R e s id e n t  and  N a t i v e  F is h e r m e n .

G e n e r a l  l i c e n s i n g  t r e n d s  show a s t r o n g  t e n d e n c y  to w a rd s 
an  i n c r e a s i n g l y  r e s i d e n t  f i s h e r y .  F o r  e x a m p le ,  b e tw e e n  1960 
and 1 9 7 0  t h e  s a l e  o f  c o m m e r c ia l  l i c e n s e s  i n c r e a s e d  b y  7 , 2 4 3 . 
O v e r  t w o - t h i r d s  o f  t h i s  i n c r e a s e  was b y  r e s i d e n t  f i s h e r m e n . 
T h e re  i s  no  r e a s o n  why t h i s  t r e n d  s h o u ld  n o t  c o n t i n u e ,  and 
i n  f a c t  i t  i s  l i k e l y  t o  a c c e l e r a t e  as new r e s i d e n t s  come t o  
A l a s k a .  S' h e a s t e r n  A la s k a  may p o s s i b l y  show some in c r e a s e
f r o m  W a s h in y c o n  f i s h e r m e n  as a r e s u l t  o f  a r e c e n t  c o u r t 
d e c i s i o n  t o  p l a c e  s e v e r e  r e s t r i c t i o n s  on th e  h a r v e s t  o f 
s a lm o n  b y  n o n - I n d i a n  f i s h e r m e n  i n  t h e  S t a t e  o f  W a s h in g to n , 
h o w e v e r ,  i t  i s  a l s o  p o s s i b l e  t h a t  many o f  t h e s e  i n d i v i d u a l s  
may becom e A la s k a  r e s i d e n t s .

' I n  t h e  B r i t i s h  C o lu m b ia  l i m i t e d  e n t r y  p ro g ra m  some 
u n d e s i r a b l e  e f f e c t s  h a v e  r e s u l t e d  f ro m  n a t i v e  f i s h e r m e n  
s e l l i n g  v e s s e l  l i c e n s e s  t o  n o n - n a t i v e s .  A t  t h e  b e g i n n i n g  o f 
t h e  B r i t i s h  C o lu m b ia  p ro g ra m  i n  1 9 6 8 ,  a p p r o x i m a t e l y  15% o f 
t h e  v e s s e l s  w e re  f i s h e d  b y  n a t i v e s .  T h i s  h a s  been  r e d u c e d 
t o  a b o u t  8% a t  p r e s e n t .  To c o u n t e r a c t  t h e  t r e n d ,  t h e  C a n a d ia n 
g o v e r n m e n t  b e g a n  a p ro g ra m  t o  a s s i s t  I n d i a n s  p u r c h a s e  v e s s e l 
l i c e n s e s .  U n f o r t u n a t e l y  as t h e  g o v e rn m e n t  a s s i s t e d  i n  t h e  
p u r c h a s e  o f  v e s s e l  l i c e n s e s  t o  I n d i a n  f i s h e r m e n ,  o t h e r 
n a t i v e  f i s h e r m e n  c o n t i n u e d  t o  s e l l  l i c e n s e s  t o  n o n - n a t i v e s .
An a d d i t i o n a l  p r o b le m  h as  been  c a u s e d  b e c a u s e  t h e  p ro g ra m  
i n c r e a s e d  t h e  v a l u e  o f  l i c e n s e s  by  i n c r e a s i n g  t h e i r  dem and.
The c o m b in e d  e f f e c t  on  l i c e n s e  p r i c e  o f  t h e  b u y - b a c k  and 
I n d i a n  A s s i s t a n c e  p ro g ra m s  was an i m p o r t a n t  c o n s i d e r a t i o n  i n  
h a l t i n g  t h e  b u y - b a c k  p r o g r a m .

The  B r i t i s h  C o lu m b ia  e x p e r ie n c e  c a n  b e  p r e v e n t e d  i n  
A l a s k a .  F i r s t ,  t h e r e  a r e  fu n d a m e n ta l  d i f f e r e n c e s  i n  th e  way 
t h e  tw o  p ro g ra m s  o p e r a t e .  I n  t h e  C a n a d ia n  l i m i t e d  e n t r y  
p r o g ra m  a " l i c e n s e "  i s  i s s u e d  t o  th e  v e s s e l  r a t h e r  t h a n  th e 
f i s h e r m a n  and t h e r e  i s  no  b re a k d o w n  i n t o  s p e c i f i c  f i s h e r i e s .
To  e n t e r  a s a lm o n  f i s h e r y  i n  Canada one  m u s t  p u r c h a s e  v e s s e l 
to n n a g e  r a t h e r  t h a n  a p e r m i t  f o r  a s p e c i f i c  f i s h e r y .  F o r 
e x a m p le ,  an i n d i v i d u a l  who d e s i r e s  t o  b u i l d  a p u r s e  s e in e  
v e s s e l  c a n  a c c u m u la t e  to n n a g e  by  p u r c h a s i n g  a n d  r e t i r i n g  any 
v e s s e l  l i c e n s e d  t o  f i s h  s a lm o n ,  w h e t h e r  i t  i s  a t r o l l e r ,  
g i l l  n e t t e r  o r  s e i n e r .  The  e f f e c t  i s  t o  make e v e r y o n e 
c o m p e te  i n  t h e  same l i c e n s e  m a r k e t .



I n  A la s k a  a p e r m i t  ( o n l y  r o u g h l y  c o m p a r a b le  t o  th e  B .C . 
l i c e n s e )  i s  i s s u e d  t o  t h e  i n d i v i d u a l  f i s h e r m a n *  r a t h e r  th a n 
t o  t h e  v e s s e l .  An e n t r y  p e r m i t  c a n  o n l y  be I s s u e d  f o r  o n e 
s p e c i f i c  f i s h e r y .

S e c o n d *  v a r i o u s  A la s k a n  n a t i v e  r e g i o n a l  c o r p o r a t i o n s  
h ave  i n d i c a t e d  an  i n t e r e s t  i n  b e c o m in g  i n v o l v e d  w i t h  com­
m e r c i a l  f i s h i n g .  I t  i s  l i k e l y  t h a t  t h e y  h a v e  a l r e a d y  g i v e n  
a t  l e a s t  p r e l i m i n a r y  c o n s i d e r a t i o n  t o  t h e  u se  o f  c o r p o r a t e  
fu n d s  t o  a s s i s t  t h e i r  members i n  p u r c h a s in g  p e r m i t s .  One 
s u c h  p o s s i b l e  m e c h a n is m ,  f o r  e x a m p le ,  i s  t h e  e s t a b l i s h m e n t 
o f  a r e v o l v i n g  l o a n  fu n d  p r o v i d i n g  l o n g - t e r m ,  lo w  i n t e r e s t  
lo a n s  s i m i l a r  t o  t h o s e  a l l o w e d  u n d e r  t h e  C o m m e rc ia l  F i s h e r i e s  
Loan  A c t .

3 .  I n c r e a s e s  i n  F i s h i n g  E f f o r t .

A ny  s y s te m  o f  l i m i t e d  e n t r y  may r e s u l t  i n  e a c h  u n i t  o f 
g e a r  b e c o m in g  a m ore  i n t e n s i v e  and e f f i c i e n t  o p e r a t i n g  u n i t .

I t  i s  l i k e l y ,  f o r  e x a m p le ,  t h a t  i n e f f i c i e n t  o p e r a t o r s  
who a r e  i n i t i a l l y  i s s u e d  p e r m i t s  w i l l  be  u n d e r  p r e s s u r e  t o  
s e l l  t h e i r  p e r m i t s  t o  o p e r a t o r s  who b e l i e v e  t h e y  can  f i s h  
w i t h  b e t t e r  s u c c e s s .  W here  an i n d i v i d u a l  may h a v e  b ee n 
u s i n g  a s k i f f ,  t h e  t e n d e n c y  w i l l  be  t o  r e p l a c e  i t  w i t h  a 
l a r g e r  m o re  e f f i c i e n t  v e s s e l  w i t h  a g r e a t e r  a b i l i t y  t o  
c a t c h  f i s h .  When e a r n i n g s  i n c r e a s e  f i s h e r m e n  w i l l  be  te m p te d 
t o  " o v e r - i n v e s t "  a f t e r  a p a r t i c u l a r l y  good  s e a s o n .  T h i s  h as 
b e e n  t h e  e x p e r i e n c e  i n  B r i t i s h  C o lu m b ia  w h e re  t h e  n um ber o f  
v e s s e l s  f i s h i n g  has  d e c l i n e d  b y  o v e r  a th o u s a n d  b u t  a c t u a l 
f i s h i n g  p o w e r  h a s  i n c r e a s e d .

S in c e  t h e  A la s k a  p ro g ra m  r e q u i r e s  t h a t  e n t r y  p e r m i t s  be 
i s s u e d  t o  o n e  s p e c i f i c  f i s h e r y  as  d e f i n e d  b y  a r e a ,  g e a r  t y p e  
and f i s h e r y  r e s o u r c e ,  a ny  p r o b le m  o f  i n c r e a s e d  f i s h i n g  
e f f o r t  w o u ld  r e m a in  c o n f i n e d  t o  s p e c i f i c  f i s h e r i e s .  I f  a 
p ro b le m  d e v e l o p s ,  t h e r e  a r e  tw o  p o s s i b l e  s o l u t i o n s :

(1 )  A b u y - b a c k  p r o g ra m  c o u l d  c o n t i n u e  t o  r e d u c e  t h e  
l e v e l  o f  g e a r .  The d i f f i c u l t y  w i t h  t h i s  a p p r o a c h  i s  t h a t 
t h e  p e r m i t  v a l u e  may c o n t i n u e  t o  i n c r e a s e ,  m a k in g  i t  m o re 
d i f f i c u l t  t o  e n t e r  t h e  f i s h e r y .

(2 )  D i r e c t  c o n t r o l s  c o u l d  be p la c e d  o n  " i n p u t s  o f 
c a p i t a l "  so  t h a t  i n d i v i d u a l s  c o u l d  be f o r c e d  t o  r e p l a c e  
v e s s e l s  o f  e q u a l  f i s h i n g  p o w e r  i n  some m a n n e r .  F o r  e x a m p le , 
a t o n  f o r  t o n  r e p la c e m e n t  as u se d  i n  B r i t i s h  C o lu m b ia .  I t  
h as  b e e n  fo u n d  t h r o u g h  c o m m is s io n  r e s e a r c h  t h a t  v e s s e l 
l e n g t h  a lo n e  i s  n o t  a k e y  d e t e r m i n a n t  o f  f i s h i n g  p o w e r  and
i t  i s  d o u b t f u l  i f  to n n a g e  i s  e i t h e r ,  j u d g i n q  f r o m  t h e  B r i t i s h  
C o lu m b ia  e x p e r i e n c e .  P e rh a p s  some c o m b i n a t i o n  o f  s e v e r a l



f a c t o r s  s u c h  a s  l e n g t h ,  to n n a g e  and  h o r s e p o w e r  may be  an 
e f f e c t i v e  s o l u t i o n .  Any s y s te m  t o  c o n t r o l  i n p u t s  o f  c a p i t a l ,  
h o w e v e r ,  w o u ld  r e q u i r e  e x t e n s i v e  r e v i s i o n  o f  t h e  s t a t u t e , 
s i n c e  p e r m i t s  a r e  n o t  p r e s e n t l y  t i e d  t o  v e s s e l s  i n  a n y  w a y . 
The e f f e c t  o f  t y i n g  p e r m i t s  t o  f i s h i n g  p o w e r  w o u ld  be  t o  
c r e a t e  many s u b - c a t e g o r i e s  o f  p e r m i t s  w i t h i n  a f i s h e r y  and 
w o u ld  h a v e  s e r i o u s  i m p l i c a t i o n s  f o r  t h e  t r a n s f e r a b i l i t y  o f 
p e r m i t s .

A c t u a l  t e c h n i q u e s  and  t h e  e x t e n t  t o  w h ic h  t h e y  a re  u se d 
m u s t ,  o f  c o u r s e ,  d e p e n d  u po n  t h e  n e e d s  a n d  p r o b le m s  o f  p a r - 
c i c u l a r  f i s h e r i e s .  O t h e r  i d e a s  r e g u l a t i n g  f i s h i n g  e f f o r t  
may s u g g e s t  th e m s e lv e s  f r o m  t h e  f a c t s  o f  a s i t u a t i o n ,  i f  
e f f o r t  i n c r e a s e  t r e n d s  a r i s e .

I t  i s  i m p o r t a n t  t o  rem em ber t h a t  p o t e n t i a l  p ro b le m s  o f 
an i n c r e a s e  i n  e f f o r t  m u s t  be  r e c o g n i z e d  n o t  o n l y  i n  c o n ­
n e c t i o n  w i t h  A l a s k a ’ s p r e s e n t  s y s te m  o f  l i m i t e d  e n t r y  b u t 
w i t h  a n y  o t h e r  s y s te m  t h a t  a l l o w s  a f i s h e r m a n  t o  u p g r a d e  h i s  
g e a r .
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ALTERNATIVE SYSTEMS OF TRANSFER

The c o m m is s io n  h a s  e x a m in e d  a l t e r n a t i v e  s y s te m s  t h a t 
c o u l d  p o s s i b l y  be  e m p lo y e d  t o  t r a n s f e r  e n t r y  p e r m i t s  and 
t h e i r  b e n e f i t s  and  d ra w b a c k s  a r e  d i s c u s s e d .  I n  a l l  th e s e 
s y s te m s  i t  i s  assum ed t h a t  t h e  s t a r t i n g  p o i n t  f o r  t h e  i n i t i a l  
i s s u a n c e  o f  p e r m i t s  w o u ld  t a k e  p l a c e  u n d e r  th e  D r e s e n t 
s y s te m ,  t h a t  i s  t h e  e n t r y  p e r m i t  w o u ld  be i s s u e d  t o  th o s e 
a p p l i c a n t s  who w o u ld  s u f f e r  t h e  m o s t  h a r d s h i p  i f  t h e y  w e re 
d e n ie d  a p e r m i t .  I t  i s  r e c o g n i z e d  t h a t  n o t  a l l  p o s s i b l e  
s y s te m s  h a v e  b e e n  d i s c u s s e d ,  o r  a l l  o p t i o n s  o r  v a r i a t i o n s  
t h a t  c o u l d  be  e m p lo y e d  b y  e a c h .  N e v e r t h e l e s s ,  t h e  b ro a d 
a re a s  w h e re  p r o b le m s  c o u l d  be a n t i c i p a t e d  a r e  s i g n i f i c a n t  
e n o u g h  t h a t  th o  f i n a l  d e t a i l s  do n o t  n e c e s s a r i l y  n e e d  t o  be 
kno w n .

AUCTION OF PERMITS

T h e re  a r e  v a r i o u s  o p t i o n s  t h a t  c o u l d  be  e m p lo y e d  i n  
t h i s  t y p e  o f  s y s t e m ,  b u t  t h e  fu n d a m e n t a l  c h a r a c t e r i s t i c  
w o u ld  bo  t h a t  a s  p e r m i t s  w e re  no l o n g e r  u s e d  b y  i n d i v i d u a l 
f i s h e r m e n  t o  whom i n i t i a l l y  i s s u e d ,  t h e y  w o u ld  r e v e r t  b a c k 
t o  t h e  C o m is s io n .  P e r m i t s  w o u ld  n o t  be  t r a n s f e r a b l e  f r o m  
o n e  i n d i v i d u a l  t o  a n o t h e r .  As  th e  C o m m is s io n  a c c u m u la t e d  
p e r m i t s  t h e y  w o u ld  p e r i o d i c a l l y  be  a u c t i o n e d  a nd  r e - i s s u e d  
w i t h  r e v e n u e s  d e r i v e d  f r o m  t h e  s a l e  o f  p e r m i t s  a c c r u i n g  t o  
t h «  S t a t e  t r e a s u r y .

A d v a n ta g e s

The l a r g e s t  s i n g l e  b e n e f i t  w o u ld  be  t h a t  r e v e n u e s 
d e r i v e d  f r o m  t h e  s a l e  o f  p e r m i t s  w o u ld  a c c r u e  t o  t h e  s t a t e  
r a t h e r  t h a n  i n d i v i d u a l  f i s h e r m e n .  R e v e n u e s  c o u l d  be  u se d  t o  
r e h a b i l i t a t e  s a lm o n  r u n s ,  p r o v i d e  i n c r e a s e d  e n f o r c e m e n t 
c a p a b i l i t y  and b e t t e r  f i s h e r i e s  m anagem en t i n f o r m a t i o n .

I n  t h e  f u t u r e  p e r m i t s  w o u ld  s i m p l y  be  i s s u e d  t o  f i s h e r ­
men w i t h  t h e  h i g h e s t  b i d  and t h u s  a c l o s e d  c l a s s  o f  i n d i ­
v i d u a l s  w o u ld  n o t  be  c r e a t e d .

The  s y s te m  a l s o  h as  th e  a d d i t i o n a l  a d v a n ta g e  t h a t 
p e r m i t s  w o u ld  n o t  h a v e  t o  be r c - i s s u e d  b y  t h e  C o m m is s io n  i f  
t h e r e  w e re  a n e e d  t o  r e d u c e  g e a r  l e v e l s  i n  c e r t a i n  f i s h e r i e s ,  
t h u s  s a v in g  t h e  c o s t  and a d m i n i s t r a t i v e  c o m p l e x i t y  o f  a b u y ­
b a c k  p r o g r a m .
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D i s a d v a n t a g e s

Tho f a c t  t h a t  f i s h e r m e n  w o u ld  n o t  r e c e i v e  th e  b e n e f i t 
f r o m  th o  a a le  o f  p e r m i t s  i s  a l s o  th e  s y s t e m 's  m o s t  s e r i o u s  
d ra w b a c k .  An i n d i v i d u a l  w o u ld  n o t  r e c e i v e  h i s  i n v e s t e d  
p r i n c i p a l  b a c k  a t  t h e  t im e  o f  f i n a l  s a le  w h ic h  w o u ld  u n d o u b t e d ly  
d i s c o u r a g e  t r a n s f e r s  t o  t h e  c o m m is s io n .  Once an i n d i v i d u a l 
r e c e i v e d  a p e r m i t ,  e i t h e r  t h r o u g h  i n i t i a l  i s s u a n c e  o r  a u c t i o n  
he  w o u ld  be l i k e l y  t o  h o l d  t h e  p e r m i t  as l o n g  as p o s s i b l e .
T h i s  means t h a t  t h e  s y s te m  w o u ld  n o t  have  th e  f l e x i b i l i t y  o r 
sp e e d  o f  f r e e  t r a n s f e r a b i l i t y  and  w o u ld  t e n d  t o  r e s t r i c t  th e 
n um be r o f  t r a n s f e r s .  I f  p e r m i t s  w e re  i s s u e d  w i t h  no  e x p r e s s 
t im e  l i m i t  on t h e i r  u s e ,  as th e  p r e s e n t  e n t r y  p e r m i t  i s ,  i t  
i s  v e r y  l i k e l y  t h a t  t h e  c o m m is s io n  w o u ld  be f o r c e d  to  a d o p t 
s t r i n g e n t  r e g u l a t i o n s  r e q u i r i n g  t h a t  p e r m i t s  o n l y  m a r g i n a l l y  
u s e d  o r  e l s e  n o t  u se d  w o u ld  h ave  t o  r e v e r t  b a c k  t o  th e 
c o m m is s io n  a f t e r  a c e r t a i n  p e r i o d  had  e l a p s e d .  I n  c o n t r a s t , 
f r e e  t r a n s f e r a b i l i t y  m akes i t  i n  t h e  f i s h e r m a n 's  own s e l f  
i n t e r e s t  t o  s e l l  a p e r m i t  i f  he i s  n o t  a c t u a l l y  u s in g  i t .

T h e re  i s  v e r y  l i k e l y  t o  be r e s i s t e n c e  f r o m  f i s h e r m e n  t o  
a p ro g ra m  t h a t  m akes i t  i m p o s s i b l e  f o r  them  t o  r e c o v e r  t h e i r  
i n v e s t m e n t  i n  p e r m i t s .  T h i s  w o u ld  a l s o  make i t  m ore  d i f f i c u l t  
t o  f i n d  s o u r c e s  o f  f u n d s ,  a l t h o u g h  i t  i s  a l s o  p o s s i b l e  t h a t 
t h e  p e r m i t  p r i c e  i t s e l f  w o u ld  be l e s s .

A u c t i o n e d  p e r m i t s  w o u ld  a lw a y s  go  t o  th e  h i g h  b i d d e r 
w h a t e v e r  h i s  s o u r c e  o f  c a p i t a l .  F o r  a l a r g e  n um ber o f 
f i s h e r m e n  f i s h i n g  i s  a t r a d i t i o n  t h a t  i s  p a s s e d  f r o m  f a t h e r  
t o  s o n .  An a u c t i o n  s y s te m  w o u ld  d i s r u p t  t h i s  p a t t e r n  s i n c e  
a p a r e n t  c o u l d  n o t  g i v e  h i s  p e r m i t  t o  h i s  c h i l d r e n .  I t  i s  
l i k e l y ,  f o r  e x a m p le ,  t h a t  w i t h  a s y s te m  o f  f r e e  t r a n s f e r a b i l i t y  
many p e r m i t s  w i l l  be  k e p t  i n  a f i s h i n g  f a m i l y  e ve n  a f t e r  t h e  
o r i g i n a l  p e r m i t  h o l d e r  d i e s  o r  r e t i r e s .

APPRENTICESHIP SYSTEM

I n  t h i s  t y p e  o f  s y s te m  u n u s e d  p e r m i t s  w o u ld  r e v e r t  b a c k 
t o  t h e  c o m m is s io n  i n  t h e  same m a nner as  i n  t h e  a u c t i o n  
s y s t e m .  The  c o m m is s io n  w o u ld  th e n  r e - i s s u e  p e r m i t s  t o  th o s e 
a p p l i c a n t s  who had s u c c e s s f u l l y  c o m p le te d  a p e r i o d  o f 
a p p r e n t i c e s h i p .

A d v a n ta g e s

T h i s  t y p e  o f  s y s te m  w o u ld  be  th e  u l t i m a t e  fo r m  o f  p r e ­
v e n t i n g  s p e c u l a t i o n  i n  p e r m i t s  a n d  w o u ld  a l s o  i n s u r e  t h a t  a 
p r o f e s s i o n a l i z e d  o r  t r a i n e d  g r o u p  o f  p e o p le  w e re  i n  th e 
f i s h e r i e s .  T h i s  s y s te m  w o u ld  p r o v i d e  th e  o p o o r t u n i t y  f o r  
i n d i v i d u a l s  who d i d  n o t  h a ve  th e  m oney n e c e s s a r y  t o  p u r c h a s e 
a p e r m i t  t o  s t i l l  be  a b l e  t o  e n t e r  t h e  f i s h e r i e s .  I t  a p p e a r s



t h a t  t h i s  s y s te m  w o u ld  i n s t i t u t i o n a l i z e  t h e  n a t u r a l  o r o a r e s s i o n  
f r o m  crew m an t o  s k i p p e r  s i n c e  an e n t r y  p e r m i t  w o u ld  be th e 
f i n a l  r e w a r d  f o r  t h e  s u c c e s s f u l  c o m p le t i o n  o f  a c o u r s e  o f 
p r o f e s s i o n a l  t r a i n i n g .

D is a d v a n t a g e s

T h i s  a p p r o a c h  h as  v e r y  s e r i o u s  l e g a l  p r o b le m s  s i n c e  i t  
i s  d o u b t f u l  t h a t  an a p p r o a c h  c o u l d  be d e v i s e d  w h e re b y  f i s h e r ­
men a l r e a d y  i n  t h e  f i s h e r i e s  c o u ld  be p r e v e n t e d  f r o m  s e i e c t i n a
th e  i n d i v i d u a l s  who w o u ld  be a p p r e n t i c e s .  T h i s  w o u ld  i n  
e s s e n c e  c r e a t e  a c l o s e d  g r o u p  o f  f i s h e r m e n  t h a t  w o u ld  b e a r
no l e g i t i m a t e  r e l a t i o n s h i p  t o  t h e  g o a ls  oc l i m i t e d  e n t r y .
I n  F e b r u a r y  1969  a t h r e e  ju d g e  F e d e r a l  p a n e l  r u l e d  t h a t  an 
a p p r e n t i c e s h i p  schem e t o  c j n t r o l  e n t r y  t o  A l a s k a ' s  f i s h e r i e s  
t h a t  was e n a c t e d  b y  t h e  S t a t e  l e g i s l a t u r e  i n  1968  v i o l a t e d  
t h e  F o u r t e e n t h  A m endm ent o f  t h e  U .S .  C o n s t i t u t i o n .  The 
c o u r t  a c c e p t e d  an  e a r l i e r  a rg u m e n t  w r i t t e n  b y  C i r c u i t  Ju d g e 
W a l t e r  E l y  t h a t  s t a t e d :

" U n d e r  t h e  sch e m e , e n t r y  i n t o  t h e  s a lm o n  f i s h i n g
i n d u s t r y  i s  c o n t r o l l e d  n o t  b y  th e  s t a t e  b u t  by  l o c a l
f i s h e r m e n  i n  e a c h  a r e a .  . . whose  own b e n e f i t  w o u ld
o r d i n a r i l y  n o t  be s e r v e d  b y  a s s i s t i n g  p o t e n t i a l  com­
p e t i t i o n  t o  q u a l i f y . "

T h e re  a r e  o t h e r  d i f f i c u l t i e s  w i t h  s u c h  a s y s te m .  T h e re 
i s  no g u a r a n t e e  t h a t  t h e  num ber o f  l i c e n s e s  b e in g  r e t i r e d  
w i l l  e q u a l  t h e  q u a l i f i e d  n um ber o f  new p a r t i c i p a n t s  a t t e m p t i n g  
t o  a c q u i r e  p e r m i t s .  The C o m m is s io n  w o u ld  b e  u n d e r  s t r o n g  
p r e s s u r e  t o  i n c r e a s e  th e  num ber o f  a v a i l a b l e  p e r m i t s  s h o u ld 
t h e r e  n o t  b o  e n o u g h ,  d e s p i t e  th e  f a c t  t h a t  i t  m ig h t  n o t  be 
b i o l o g i c a l l y  o r  e c o n o m i c a l l y  w is e  t o  do  s o .

S uch  a s y s te m  i s  a l m o s t  t o t a l l y  i n f l e x i b l e .  How, f o r  
e x a m p le ,  c o u l d  an  i n d i v i d u a l  s w i t c h  f r o m  o n e  f i s h e r y  t o  
a n o t h e r ?  I f  h e  w e re  r e q u i r e d  t o  s e r v e  a n o t h e r  a p p r e n t i c e ­
s h i p  i t  w o u ld  be  c l e a r  t h a t  t h e  s y s t e m 's  o n l y  p u r p o s e  was t o  
e x c lu d e  a p p l i c a n t s .  I f  f i s h e r m e n  f r o m  o n e  f i s h e r y  w e re 
a l l o w e d  t o  t r a d e  w i t h  f i s h e r m e n  f r o m  a n o t h e r  a r e a  t h i s  w o u ld 
p r e v e n t  p e r m i t s  f r o m  e v e r  r e t u r n i n g  t o  t h e  c o m m is s io n  e x c e p t 
i n  u n p r o d u c t i v e  f i s h e r i e s .  Many p r o s p e c t i v e  e n t r a n t s  w o u ld 
h a v e  t o  f i r s t  s e r v e  an a p p r e n t i c e s h i p  i n  a n o n - p r o d u c t i v e  
f i s h e r y  b e f o r e  t h e y  c o u l d  t r a d e - u p  t o  a m o re  p r o d u c t i v e  
f i s h e r y .  The t r a d e  w o u ld  i n v a r i a b l y  i n v o l v e  money s i n c e  i t  
w o u ld  n o t  be i n  an i n d i v i d u a l ' s  i n t e r e s t  t o  t r a d e  down t o  a 
l o s s  p r o d u c t i v e  f i s h e r y .  One w o u ld  s t i l l  h a v o  t o  " p u r c h a s e " 
a p e r m i t .
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F i n a l l y ,  t h e  p ro g ra m  w o u ld  be a d m i n i s t r a t i v e l y  cum­
b e rs o m e  s i n c e  th e  c o m m is s io n  w o u ld  h ave  t o  c o n t i n u a l l y  
v e r i f y  and  i n s p e c t  t h o  r e c o r d s  o f  p r o s p e c t i v e  e n t r a n t s  who 
c l a i m e d  t o  h a v e  c o m p le te d  an a p p r e n t i c e s h i p .

LOTTERY

I n  t h i s  s y s te m  u n u sed  p e r m i t s  w o u ld  a g a in  r e v e r t  b ack 
t o  t h e  C o m m is s io n  i n  t h e  same m a n n e r  as d e s c r i b e d  i n  t h e 
a u c t i o n  s y s te m .  P e r i o d i c a l l y ,  as  th e  c o m m is s io n  a c c u m u la te d 
p e r m i t s ,  a l o t t e r y  w o u ld  be h e ld  and p e r m i t s  w o u ld  be r e ­
i s s u e d  t o  t h o s e  a p p l i c a n t s  who w e re  d ra w n  i n  t h e  l o t t e r y .

A d v a n ta g e s

P e r m i t s  c o u l d  be i s s u e d  f o r  a m in im a l  c h a r g e  so  i t  
w o u ld  n o t  be n e c e s s a r y  f o r  a f i s h e r m a n  t o  s a v e  t h e  am ount o f 
money n e c e s s a r y  t o  p u r c h a s e  a p e r m i t .

The  s y s te m  w o u ld  a p p e a r  t o  be l e g a l  s i n c e  i n  th e  f u t u r e  
e v e r y  i n d i v i d u a l  who d e s i r e d  a p e r m i t  w o u ld  h a v e  an  e q u a l 
c h a n c e  o f  r e c e i v i n g  o n e .  T h i s  s y s te m  has  a l s o  b e e n  u sed  in  
a l l o c a t i n g  t h e  h a r v e s t  o f  c e r t a i n  b i g  game s p e c ie s  i n  a 
n um ber o f  w e s t e r n  s t a t e s  i n c l u d i n g  A la s k a .

D is a d v a n t a g e s

W h i le  i t  w o u ld  c o s t  l i t t l e  money t o  a c q u i r e  a 
p e r m i t ,  t h e  s y s te m  makes i t  i m p o s s i b l e  f o r  a v o c a t i o n a l 
f i s h e r m a n  t o  g u e s s  h i s  c h a n c e s  o f  r e c e i v i n g  a p e r m i t  and 
make so u n d  b u s i n e s s  d e c i s i o n s .  T h i s  s y s te m  w o u ld  be th e 
m o s t  d i s r u p t i n g  o f  t r a d i t i o n a l  k i n s h i p  a r r a n g e m e n ts  i n  t h e 
f i s h e r i e s  s i n c e  t h e r e  c o u l d  be no g u a r a n t e e  t h a t  f i s h i n g  
f a m i l i e s  w o u ld  d ra w  p e r m i t s  i n  t h e  l o t t e r y .  I t  i s  a l s o  
l i k e l y  t h a t  a p p l i c a n t s  w i t h o u t  a n y  s e r i o u s  i n t e n t  t o  f i s h  
w o u ld  e n t e r  t h e  l o t t e r y  j u s t  t o  see i f  t h e y  c o u l d  w in , 
u n le s s  t h e  c o m m is s io n  a d o p te d  c o m p le x  r u l e s  s p e c i f y i n g  th e 
c o n d i t i o n s  and c r i t e r i a  o n e  w o u ld  h a v e  t o  m e e t  i n  o r d e r  t o  
be c o n s id e r e d  i n  t h e  d ra w .

The s y s te m  a g a in  p r o v i d e s  f o r  no s i m p le  way f o r  a 
f i s h o r m a n  t o  s w i t c h  f r o m  f i s h e r y  t o  f i s h e r y  u n le s s  t r a d e s  
a r e  a l l o w e d .  As d i s c u s s e d ,  t h i s  w o u ld  n e g a te  t h e  b e n e f i t s  
o f  t h e  s y s te m  s i n c e  many f i s h e r m e n  w o u ld  s t i l l  be f o r c e d , 
o n c e  a g a i n ,  t o  b u y  p e r m i t s  i n  t h e  m ore  p r o d u c t i v e  f i s h e r i e s  
a nd  o n l y  p e r m i t s  in *  t h e  l e s s  p r o d u c t i v e  f i s h e r i e s  w o u ld  be 
t u r n e d  b a c k  t o  t h e  c o m m is s io n .  As a c o u n t e r  m e a s u re ,  i f  
p e r m i t s  w e re  i s s u e d  f o r  a s p e c i f i e d  t im e  p e r i o d  -  f o r  e xa m p l 
f i v e  y e a r s  -  i t  w o u ld  be i m p o s s i b l e  f o r  a f i s h e r m a n  t o  make 
a n y  r a t i o n a l  d e c i s i o n  t o  i n v e s t  i n  a v e s s e l  o r  g e a r  d u r i n g  
t h e  t im e  he had t h e  p e r m i t  s i n c e  he w o u ld  h a v e  no  a s s u ra n c e 
t h a t  he w o u ld  r e c e i v e  a n o t h e r .
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COMMISSION CONTROL OF TRANSFERS

T h i s  s y s te m  c o u ld  em body many d i f f e r e n t  a c t i o n s  such  a 
c o n t r o l l i n g  r e s i d e n t  t o  n o n - r e s i d e n t  t r a n s f e r s  o r  p e r m i t 
p r i c e .

A d v a n ta g e s

S uch  a s y s te m  c o u ld  r e s p o n d  q u i c k l y  and p o s i t i v e l y  v/he 
c e r t a i n  r e m e d i a l  a c t i o n s  a p p e a r e d  n e c e s s a r y .

D is a d v a n t a g e s

S uch  a c t i o n s  c a n  e a s i l y  l e a d  t o  e x c e s s i v e  g o v e rn m e n t 
i n t e r f e r e n c e  m a k in g  i t  d i f f i c u l t  a n d  cum bersom e f o r  f i s h e r ­
men t o  make s o u n d  b u s in e s s  d e c i s i o n s .  The c o m m is s io n  w o u ld 
h a v e  t o  be v e r y  c a r e f u l  n o t  t o  c r e a t e  a c lo s e d  c l a s s  o f 
p e r m i t  h o l d e r s .  A t t e m p t s  t o  m a n i p u l a t e  p e r m i t  p r i c e s  by 
f i a t  w o u ld  a l m o s t  c e r t a i n l y  be u n s u c c e s s f u l  s i n c e  e i t h e r  
t r a n s f e r s  w o u ld  c e a s e ,  a " b l a c k  m a r k e t "  w o u ld  be c r e a t e d ,  o 
b o t h .

TRANSFER TO "NEXT MOST E L IG IB L E "  CLASS

I n  t h i s  s y s te m ,  a g a i n ,  u n u s e d  p e r m i t s  w o u ld  be r e t u r n - ; 
t o  t h e  c o m m is s io n .  The  c o m m is s io n  w o u ld  t h e n  r e - i s s u e  
p e r m i t s  t o  t h o s e  a p p l i c a n t s  who w e re  d e n ie d  p e r m i t s  when 
t h e y  w e re  o r i g i n a l l y  i s s u e d .  P e r m i t s  w o u ld  be i s s u e d  f i r s  
t o  t h o s e  a p p l i c a n t s  i n  t h e  h i g h e s t  p r i o r i t y  c l a s s i f i c a t i o n  
t h a t  d i d  n o t  r e c e i v e  p e r m i t s  i n d  s o  on down d e s c e n d in g 
c l a s s i f i c a t i o n s  u n t i l  a l l  p e r m i  w e re  i s s u e d .  Once a l l  
o r i g i n a l  a p p l i c a n t s  h ad  r e c e i v e d  p e r m i t s  t h e  s y s te m  v ;o u ld 
c h a n g e d  t o  a l l o w  some o t h e r  s y s te m  o f  t r a n s f e r .

A u v a n ta g e s

T h i s  s y s te m  w o u ld  i n s u r e  t h a t  a l l  e l i g i b l e  a p p l i c a n t s  
who o r i g i n a l l y  a p p l i e d  f o r  a p e r m i t  w o u ld  e v e n t u a l l y  r e c c i v  
o n e  a t  a m i n i m a l  c o s t .

D is a d v a n t a g e s

T h i s  s y s te m  has s e r i o u s  l e g a l  p r o b le m s  3 i n c e  new e n t r ; 
u n l e s s  t h e y  w e re  o r i g i n a l l y  e l i g i b l e  t o  a p p l y ,  c o u l d  n o t 
g a i n  a c c e s s  t o  t h e  f i s h e r i e s .  T h i s  w o u ld  c r e a t e  a c lo s e d  
c l a s s .

- 1 2 -



A p p l i c a n t s  who a r e  d e n ie d  p e r m i t s  when i n i t i a l l y  i s s u e d  
may w a i t  many y e a r s  b e f o r e  t h e y  a r e  e v e n t u a l l y  i s s u e d  a 
p e r m i t  e v e n  th o u g h  t h e y  may be w i l l i n g  and  a b l e  t o  p u r c h a s e 
a p e r m i t  i m m e d ia t e l y  u n d e r  a s y s te m  o f  f r e e  t r a n s f e r a b i l i t y .  
The s y s te m  i s  d i s r u p t i v e  o f  k i n s h i p  a r r a n g e m e n ts  s i n c e  a 
f a t h e r  c a n n o t  p a s s  h i s  p e r m i t  on  t o  h i s  s o n .

The s y s te m  i s  a d m i n i s t r a t i v e l y  cum bersom e a n d  e x p e n s iv e  
s i n c e  i t  w o u ld  r e q u i r e  th e  c o m m is s io n  t o  k e e p  t r a c k  o f 
t h o u s a n d s  o f  a p p l i c a n t s  f o r  many y e a r s  a f t e r  p e r m i t s  w e re 
i s s u e d .

MORATORIUM

U n d e r  t h e  p r e s e n t  m e th o d  o f  i s s u i n g  p e r m i t s  t h i s  s y s te m  
w o u ld  be  u s e d  i n  l i e u  o f  a b u y - b a c k  p ro g ra m .  A v a r i a t i o n  o f 
t h i s  s y s te m  c o u l d  be u s e d  i n  i n i t i a l  i s s u a n c e ,  b u t  t h e  
a d v a n ta g e s  a n d  d i s a d v a n t a g e s  a r e  t h e  sam e.

I n  t h o s e  f i s h e r i e s  w h e re  g e a r  r e d u c t i o n s  a r e  n e c e s s a r y , 
u n u s e d  p e r m i t s  w o u ld  r e v e r t  b a c k  t o  t h e  c o m m is s io n .  No 
p e r m i t s  w o u ld  be t r a n s f e r a b l e  u n t i l  t h e  o p t im u m  n u m b e r was 
r e a c h e d .  A t  t h a t  t im e  a n o t h e r  s y s te m  o f  t r a n s f e r a b i l i t y  
w o u ld  be  u s e d .

A d v a n ta g e s

The c o m m is s io n  c o u ld  re d u c e  t h e  a m o un t o f  g e a r  t o  
o p t im u m  l e v e l s  a t  no c o s t  t o  o t h e r  f i s h e r m e n  i n  t h e  f i s h e r ­
i e s .

D is a d v a n t a g e s

T h i s  s y s te m  w o u ld  c r e a t e  a c l o s e d  c l a s s  o f  i n d i v i d u a l s  
f o r  t h e  d u r a t i o n  o f  t h e  m o r a t o r iu m  and  t h e r e f o r e  f a c e  l e g a l 
d i f f i c u l t i e s .

T h e r e  i s  no m e th o d  f o r  a p e r m i t  t o  b e  t r a n s f e r r e d  
w i t h i n  a f a m i l y  s o  k i n s h i p  a r r a n g e m e n ts  w o u ld  be  d i s r u p t e d .

F is h e r m e n  w o u ld  be  u n w i l l i n g  t o  t r a n s f e r  t h e i r  p e r m i t s  
t o  t h e  c o m m is s io n ,  h o p in g  t o  " w a i t  o u t "  t h e  m o r a t o r i u m .  T h e 
c o m m is s io n  w o u ld  t h e r e f o r e  be f o r c e d  t o  d r a f t  s t r i n g e n t 
r e g u l a t i o n s  r e q u i r i n g  t h a t  u n u s e d  p e r m i t s  be t r a n s f e r r e d  t o  
t h e  c o m m is s io n .  The s lo w n e s s  o f  a m o r a t o r i u m  w o u ld  c r e a t e  
d i f f i c u l t i e s  f o r  f i s h e r i e s  m a n a g e rs  i n  t h o s e  f i s h e r i e s  w i t h  
e x c e s s i v e  a m o u n ts  o f  g e a r .
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SUMMARY AND RECOMMENDATIONS

T a b le  1 o n  p a g e  i i i  s u m m a r iz e s  t h e  p r o s  and  c o n s  o f  t h e 
s e v e n  s y s te m s  d i s c u s s e d :  f r e e  t r a n s f e r a b i l i t y ,  a u c t i o n ,
a p p r e n t i c e s h i p ,  l o t t e r y ,  C o m m is s io n  c o n t r o l ,  t r a n s f e r s  t o  
" n e x t  m o s t  e l i g i b l e  c l a s s " ,  and  a m o r a t o r i u m .

E ach  s y s te m  i s  c o n s id e r e d  u n d e r  s i x  d i f f e r e n t  c r i t e r i a :  
i t s  l e g a l i t y ,  e a s e  o f  a d m i n i s t r a t i o n ,  f l e x i b i l i t y ,  i f  t r a n s ­
f e r s  w o u ld  be  d i s c o u r a g e d ,  i f  t r a d i t i o n a l  s o c i a l  p a t t e r n s  
w o u ld  be d i s r u p t e d ,  and  c o s t  o f  e n t r y .  T h o se  s y s te m s  w i t h  
l e g a l  p r o b le m s  s h o u l d  n o t  be  a t t e m p t e d .  O t h e r  s y s te m s 
b e s i d e s  f r e e  t r a n s f e r a b i l i t y  p o s e  s e r i o u s  e no u g h  p r o b le m s 
t h a t  t h e i r  e f f e c t i v e n e s s  i s  v e r y  q u e s t i o n a b l e .  The  c h i e f 
d i s a d v a n t a g e  o f  f r e e  t r a n s f e r a b i l i t y  i s  t h e  h i g h  c o s t  o f 
e n t r y ,  h o w e v e r ,  t h e r e  a r e  s t e p s  t h a t  c a n  be  ta k e n  t o  re d u c e 
e x c e s s i v e  p e r m i t  p r i c e s .

The C o m m is s io n  f e e l s  t h a t  f r e e  t r a n s f e r a b i l i t y  i s  t h e  
b e s t  a n d  m o s t  w o r k a b l e  m e th o d  o f  h a n d l i n g  e n t r y  p e r m i t 
t r a n s f e r s .  E n o u g h  l e g i s l a t i v e  a u t h o r i t y  and  s a f e g u a r d s  
a p p e a r  t o  e x i s t  t o  c a r r y  o u t  an e f f e c t i v e  p ro g ra m  o f  t r a n s f e r s  
t h a t  w i l l  be  f a i r  t o  p r e s e n t  and f u t u r e  f i s h e r m e n .
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APPENDD’. A

AN ANALYSIS OF THE LEGISLATIVE OPTIONS UNDER 
OONSnXfRATION BY THE LIMITED ENTRY STUDY GROUP

Prepared b y : Jack K re inheder 
Research Economist 

Conroerclal F is h e rie s  E n try  Com nlssion

SUMMARIES:

I .  CAPITAL GAINS TAX OPTION

The C a p ita l Gains Tax is  in tended to  p ro v id e  access to  L im ited 
e n try  p e rm its  fo r  in d iv id u a ls  who are m a b le  to  a ffo rd  a  p e rm it a t 
today 's  h ig h  open m arket p ric e s . T h is  would be accom plished by s e ttin g  
a s ta tu to ry  c e ilin g  on p e rm it p ric e s  and ta x in g  any s a le  p ric e  above 
th a t le v e l a t 100 p e rcen t.

ADVANTAGES: P erm its w ould s t i l l  be fre e ly  tra n s fe ra b le . P erm it ho ld e rs
co u ld  s e le c t  the tra n s fe re e  and no in te rfe re n c e  w ith  in tra - fa m ily  tra n s fe rs 
w ould o ccu r. Fishermen cou ld  s t i l l  change from  one f is h e ry  to  ano ther 
w ith o u t d i f f ic u l t y .  Depending on the m agnitude o f the  ta x , p e rm it 
h o ld e rs  who bought th e ir  p e rm its  would be able  to  recoup a t le a s t p a rt 
o f th e  purchase p r ic e  o f o f  th e ir  p e rm it. S ta te  ccm pensati cou ld 
p ro v id e  fo r  com plete recove ry  o f  the purchase p r ic e . A db rfn iso racive 
costs  w ould be h ig h e r chan under the  presen t system , b u t low er than 
those associa ted  w ith  an a p p re n tice sh ip  program.

DISADVANTAGES: R eduction o f  p e rm it p ric e s  would have a  daap^ving e ffe c t
on th e  tra n s fe r o f  p e rm its , s in ce  less  in c e n tiv e  w ould e x is t  fo r  a 
p e rm it h o ld e r to  s e l l  h is  p e rm it. A lthough p e rm its  w ou ld  be more a ffo rd a b le 
few er w ould be a v a ila b le  fo r  purchase, so chat access cd p e rm its  would 
n o t n e c e s s a rily  be im proved. In  o rd e r to  p reven t a b la c k  m arket in  
e n try  p e rm its , a s t r ic t  system * a u d itin g  and enforcem ent would be 
re q u ire d , w ith  i t s  a sso c ia ted  o .s ts . The d e te rm in a tio n  o f  s ta tu to ry 
p e rm it p ric e s  w ould be carp le x  and s u b je c t to  c o n tro v e rsy . Fishermen 
who have purchased e n try  p e rm its  cou ld  lose  such o f  th e ir  p e rm it in v e s t­
ment un less com pensation were p rov ided  by the s ta te ,  bun such compensation 
ccu ld  to ta l many m illio n s  o f  d o lla rs .

I I .  LOAN PROGRAM OPTION

The p rim ary  purposes o f the  proposed charges to  th e  c u rre n t C r x m w c iA }  
F is h in g  Loan P rcgraa a re  to  g ive  p re fe rence  fo r  such Loans to  a p p lic a n ts 
w ith  s u b s ta n tia l f in a n c ia l need and dependence on f is h in g , to  p ro v ide 
fo r  hardsh ip  in  lean  repaym ents, and to  encourage the  purchase o f  p e rm its 
by p ro v id in g  g ra n ts  fo r  a* p o rtio n  o f the  lean amount.

ADVANTAGES: T h is  o p tio n  has the  few est le g a l a rd  a d m in is tra tiv e  problems
and vrould p robab ly  be the  most acceptable  to  p re se n t p e rm it h o ld e rs .



The loan program appears to  o f fe r  the  o n ly  c o n s titu tio n a l means o f 
openly fa v o rin g  A laska re s id e n ts  over n o n -re s id e n ts , s ince  n o n -re s id e n ts 
can be com ple te ly  excluded from  the  program w ith o u t causing le g a l problem s. 
I t  may be p o s s ib le  to  fu r th e r  increase  re s id e n t p a r tic ip a tio n  in  the 
lim ite d  fis h e r ie s  by p ro v id in g  p re fe re n tia l loan  terms fo r  the  purchase 
o f n o n -re s id e n t p e rm its .

DISADVANTAGES: I t  is  u n c le a r w hether th is  o p tio n  w ould a c c a rp lis h  i t s
o b je c tiv e s  w ith o u t more s p e c ific  le g is la t iv e  g u id e lin e s  fo r  the  admin­
is t r a t io n  o f loans. The m a jo rity  o f  f is h in g  loans to  lew-incom e persons 
have been fo r  ve sse l upgrading ra ih e r than fo r  e n try  in to  the  fis h e r ie s . 
S p e c ific  c r i t e r ia  may have to  he enacted i f  such e n try  is  to  be g iven 
p r io r i t y  in  th e  loan program. E a s ie r cccess to  loan  money cou ld  b id  ud 
p e rm it p ric e s  even fu r th e r  i f  p ric e  c o n tro ls  a re  n o t enacted. G iv in g 
p r io r i t y  to  th e  purchase o f  e n try  p e rm its  may d iscourage d iv e rs  i f  ica tiLo r 
in to  b o tto m fis h  and o th e r develop ing fis h e r ie s .

I I I .  APPRENTICESHIP OPTICN

The purposes o f  th is  o p tio n  are f u l ly  exp la ined  in  the  a p p re n tice sh ip 
p ro p osa l.

ADVANTAGES: An a p p re n tice sh ip  system would p ro v id e  fisherm en who iiave 
lim ite d  f in a n c ia l resources w ith  an o p p o rtu n ity  to  o b ta in  an e n try 
p e rm it a t  no cos t.  Access to  p e rm its  w ould be based on fis h in g  experience , 
o r dependence, o r hardsh ip  c r i te r ia  ra th e r than on th e  ope- m arket 
b id d in g  process. Ih e  system would ensure th a t a tra in e d  and q u a lif ie d  
group o f persons w ould be e n te rin g  th e  lim ite d  f is h e r ie s . The system 
would a llo w  fo r  a n a tu ra l p ro g re ss io n  frcm  crewman to  s k ip p e r.

DISADVANTAGES: There appear to  be a number o f unreso lved le g a l questions
concerning the  proposed a p p re n tice sh ip  system . As c u rre n tly  worded, 
p e rm it h o ld e rs  s t i l l  have c o n tro l over e n tra n ts  to  the  f is h e r ie s , because 
experience as a crew member is  a re q u is ite  fo r  adm ission to  the appren­
tic e s h ip  program . Such c o n tro l was ru le d  u n c o is d ra tio n a l in  1969 by a 
Federa l c o u rt. However, th ?  separate a p p re n tice sh ip  supplement nay 
circum vent th is  problem  by oasing fu tu re  adm ission to  the  a p p re n tice sh ip 
program on dependence o r hardsh ip  c r i te r ia ,  in s te a d  o f s o le ly  on experience .

No p ro v is io n  has been made fo r  p e rm it h o ld e rs  to  sw itch  frcm  one 
f is h e r /  to  ano ther w ith o u t com ple ting  ano ther p e rio d  o f  a p p re n tice s h ip , 
thus lo c k in g  p e rm it h o ld e rs  in to  one f is h e r / .  An a p p re n tice sh ip  system 
would be expensive to  a d m in is te r because a c o n tin u a l stream  o f a p p lic a n ts , 
w hich would be nuch la rg e r than the number o f i n i t i a l  a p p lic a n ts  fo r 
perm its  under the  p resen t program , w ould have to  be eva lua ted  by the 
CanmLsslon. C urren t p e rm it ho lde rs  w ould e ith e r  lose th e ir  purchase 
investm ent when they leave the  f is h e r ie s , o r expensive s ta te  cccpensation 
would be necessary to  o b ta in  perm its  fo r  the  system . And f in a l ly ,  most 
fisherm en would p robab ly  o b je c t  to  the requ irem ent o f caking on a com plete 
s tra n g e r in  a s itu a tio n  where sucua l c ru s t and re s p o n s ib ility  are irp c r ta n c , 
n o t o n ly  fo r  business reasons, b u t fo r  persona l s a fe ty  as w e ll.
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IV . .AMKnZAXICN OPTION

The apparent purposes o f the  a m o rtiz a tio n  o p tio n  are to  p lace  a 
tim e l im i t  on the e n try  p e rm it and to  a llo w  p e rm it h o ld e rs  to  recove r 
th e ir  investm ent in  e ith e r  vesse l and gear (o p tio n  A ) , o r in  th e  e n try 
p e rm it (o p tio n  B ), in  the  event th a t the  a p p re n tice sh ip  o p tio n  o r o th e r 
t r a n s fe r a b ility  syscan is  enacted. The purpose behind the tim e l im i t  is  
u n c le a r, s in ce  the p e rm it h o ld e r w ould be able  to  renew h is  p e rm it 
in d e f in ite ly .  A sim ple  use requ irem ent would seem to  be more e ffe c t iv e .
L i t t l e  J u s t if ic a t io n  can be seen fo r  the  a m o rtiz a tio n  o f ve sse l and 
gear, s in ce  the  in d iv id u a l re ta in s  possession o f these under any o f tha 
proposed tr a n s fe r a b ility  o p tio n s . I t  is  a lso  q u e stio n ab le  w hether 
o r ig in a l issuees should be a llow ed to  am ortize the  f a i r  m arket va lu e  o f 
th e ir  p e rm its , s in ce  they rece ive d  them fo r  o n ly  an a d n ln ls c ra c iv a  fe e .
In  a d d itio n , the  amor t iz a t io n  p roposa l fo r  e n try  p e rm its  does n o t seem 
to  be the  m ost e q u ita b le  method o f compensating those p e rm it h o ld e rs  who 
d id  buy th e ir  pe rm its  fo r  th e ir  purchase investm ent.

R ather than a llo w in g  a fix e d  10 percen t w r ite - o f f  each y e a r, i t  may 
be more d e s ira b le  to  re la te  the  amount o f c m u rtiz a tio n  to  the  n e t re tu rn 
on the  p e rm it investm ent a t the tim o tha  p e rm it re v e rts  to  the  s ta te , 
w hich would be when th e  p e rm it is  no longe r fis h e d . Under th is  type  o f 
system, those p e rm it h o ld e rs  whose n e t fis h in g  earn ings d u rin g  the  Hmn 
o f perm ic ownership eq’ia le d  o r exceeded the purchase p r ic e  o f th e  p e rm it, 
p lu s  a "re a so n a b le ' re tu rn  on the  investm ent n  p e rm it, v e s s e l, and gear 
(1 0 -L5 p e rce n t p e r y e a r ) ,  would be considered to  have re ce ive d  " th e ir 
money's w o rth " and no amort i z a tio n  w ould be a llow ed .

On th e  ocher hand, p e rm it h o ld e rs  who had n o t recovered th e ir 
p e rm it investm en t, p lu s  a reasonable re tu rn , would be a llow ed  to  amort i ze 
the  d iffe re n c e  between th is  va lue  and the  purchase p r ic e  o f  th e ir  perm ic, 
n o t to  exceed the  purchase p ric e . A more s p e c ific  d e f in it io n  o f  amort iz a tio n  
is  a lso  needed, so th a t i t  is  c le a r w hether the fo rm er perm ic h o ld e rs 
would q u a lify  fo r  a ta x  c re d it, o r  j u s t  a 'tax deduction  from  gross 
’Income. T h is  re q u ire s  a p o lic y  d e c is io n  on the degree o f com pensation 
to  be g ive n  to  c u rre n t perm ic h o ld e rs . The co s t to  th e  s ta te  o f  the 
a m o rtiz a tio n  o p tio n  w ould depend cn th is  d e c is io n , and on the  earn ings 
o f p e rm it h o ld e rs , th e  le n g th  o f perm ic ownership, and the purchase 
p ric e s  o f  p e rm its  re v e rtin g  to  the  s ta te .  A m o rtiz a tio n  would be less 
expensive than  s tra ig h t com pensation fo r  the p e rm it purchase p r ic e , 
because c o n s id e ra tio n  is  g iven  to  the  earn ings d e rive d  from  the  p e rm it 
d u rin g  th e  d u ra tio n  o f  perm ic ow nership. An a m o rtiz a tio n  system  would 
a lso  be more e q u ita b le  than canrensa ting  perm ic h o ld e rs  fo r  a sec percentage 
o f the purchase p ric e , even chough the cost to  the s ta te  nay be the 
same, because the  system takes account o f each in d iv id u a l’ s economic 
s itu a tio n .

The purpose o f the  proposed p a r tic ip a tio n  o r "use i t  c r  lo se  i t "  
requ irem ent is  to  ensure chat e n try  perm its  would re v e r t to  the  s ta te 
when they a re  no la rg e r used by the h o ld e r. I t  shou ld  be noted cha t 
th is  requ irem ent ccu ld  be enacted independently o f  any o f the c ra n s fe ra b iliry  
o p tio n s , b u t th a t the e f fe c t  would be somewhat d if fe r e n t .  I f  the  p a r tic ip a c ic r . 
requirem ent were enacted w ith o u t any r e s tr ic t io n  cn p e rm it t r a n s fe r a b ility , 
i t  is  p robab le  chat ve ry  few perm its  would re v e rt to  the  S ta te ,  s ince



fisherm en who no lo n g e r used th e ir  p e rm its  would te  nuch b e tte r  o f f  to 
s e ll  them. However, s p e c u la tio n  would be prevented and more pe rm its 
w ould be a v a ila b le  fo r  purchase.

I f  p e rm its  were made n o n -tra n s fe ra b le , unused pe rm its  would have to 
be re tu rn e d  to  th e  s ta te ,  b u t  most fisherm en would p robab ly stop  renew ing 
th e ir  pe rm its  anyway when the;* no lo ng e r fis h e d , and perm its  are  a lre a dy 
revoked under c u rre n t law  when n o t renewed fo r  two consecutive  ye a rs .
The e ffe c tiv e n e s s  o f the p a r tic ip a tio n  requ irem ent is  th e re fo re  u n c e rta in , 
b u t th e  c o s t o f  a d m in is tra tio n  would be low , and the  law  would ensure 
th a t pe rm its  were h e ld  o n ly  by a c tiv e  fisherm en.

DISCUSSION:

A more d e ta ile d  a n a ly s is  o f the lim ite d  e n try  le g is la t iv e  o p tio n s 
sunnarized  above is  p rov ided  in  the fo llo w in g  pages. The comments focus 
p r im a r ily  on th e  economic, s o c ia l, and a d c d n is tra tiv fe  im p lic a tio n s  o f 
th e  va rio u s  o p tio n s  and, fo r  the  sake o f  b re v ity , o n ly  the  more im p o rta n t 
problem s and im pacts a r'- d iscussed.

I .  CAPITAL GAINS TAX OPTION

The fo u r m ost im p o rta n t areas o f concern re g a rd in g  th is  o p tio n  a re 
the  e f fe c t  o f  such a ta x  on the  race  o f perm ic tra n s fe rs , the com pensation 
q u e s tio n , the  s e tt in g  o f p e rm it p ric e s , and e n fo rc e a b ility . W ith ’ rega rd 
to  th e  e s ta b lish m e n t o f s ta tu to r ily  fix e d  p e rm it p ric e s , i t  w ould seem 
d e s ira b le  to  have the  p e rm it p r ic e  in  each f is h e r /  bear seme re la tio n s h ip  
to  the  p o te n tia l economic va lue  o f u s in g  th a t p e rm it. For example, a 
Kodiak purse se ine  p e rm it should c le a r ly  have a h ig h e r va lu e  than a 
Kodiak sec g i l l  n e t p e rm it, s ince  a much la rg e r income can be re a liz e d 
in  th e  purse se ine  f is h e ry .

Ih e  problem  lie s  in  de te rm in in g  the p o te n tia l economic va lu e  o f 
each fis h e ry  and type  o f p e rm it. The g re a t v a r ia b i l i t y  in  the  y e a rly 
salmon runs and in  the  vesse ls  used in  each fis h e ry  nakp_s i t  q u ite 
d i f f i c u l t  to  c a lc u la te  an average p e rm it va lue  cn th is  b a s is . I t  may 
th e re fo re  be necessary to  use a le ss  p re c is e , b u t more w orkable method 
o f s e ttin g  perm ic p ric e s .

One such method would be to  use the  average perm ic p ric e s  in  each 
f is h e ry  ove r the  p a s t ye a r, two yea rs, o r  se ve ra l ye a rs , and reduce th is  
va lu e  by a g ive n  amount to  a rr iv e  a t a sec o f "reasonab le " s ta tu to ry 
p e rm it p ric e s . The obvious ca tch  in  th is  approach is  in  the d e f in it io n  
o f a reasonable  p e rm it p r ic e . A fisherm an who has ju s t  spent $80,000 
fo r  a p e rm it w ould tend to  fa v o r a sea tu to r /  p r ic e  c lo se  to  th a t amount, 
w h ile  a fisherm an who was Issued a p e rm it fo r  o n ly  the  a p p lic a tio n  fee 
m igh t support a le v e r , o r even zero p r ic e . S im ila r ly , c u rre n t perm ic 
h o ld e rs  would have an in c e n tiv e  to  fa v o r h ig h e r p e rm it p r ic e s , whereas 
crew members o r  o th e rs  try in g  to  o b ta in  a p e rm it w ould want p e rm it 
p r ic es as le v  as p o s s ib le . So, a "reasonab le”  perm ic p ric e  ccu ld  run 
from  zero to  $80,000 o r  more, depending cn who is  d e fin in g  the  term .

An a d d itio n a l ra c to r  w hich must be considered is  the  com pensation 
q u e s tio n . The le g a l im p lic a tio n s  o f reducing  o r e lim in a tin g  the  va lue



o f e n try  p e rm its  a re  s t i l l  n o t com ple te ly  c le a r, b u t th e re  seems to  be a 
genera l fe e lin g  among tha  Cannitcee mmbers th a t frcm  an e q u ity  o r 
fa irn e s s  s ta n d p o in t, cccpensation fo r  p e rm it expend itu res should a t 
le a s t be considered . I  am under the  fu rth e r  im pression  th a t most Coam ittee 
members fe e l th a t i f  a ccnpensation program were to  be adopted, the 
program should  re im burse p e rm it h o ld e rs  fo r  the  amount each h o ld e r p a id 
fo r  h is  p e rm it(3 ) ,  o r  a percentage o f th a t va lu e , ra th e r  than fo r  the 
amount w hich cou ld  have been rece ive d  fo r  the p e rm it on the open m arket.
The apparent concensus is  th a t the  s ta te  has no o b lig a tio n , le g a l o r 
e th ic a l, to  compensate chose p e rm it ho lde rs  who were o r ig in a lly  issued 
th e ir  p e rm its  fo r  fre e , even chough a h igh e r va lue  co u ld  have been 
rece ived  fo r  the  p e rm its  i f  the va lu e  were n o t reduced by  le g is la tiv e  
a c tio n .

The com pensation issue  is  c lo s e ly  re la te d  to  the c a p ita l gains ta x 
o p tio n , as w e ll as to  any o p tio n  w hich v.culd l im it  t r a n s fe r a b ility  o f 
e n try  p e rm its . D ecisions about c~rpensacicn would have a m ajor im pact 
on the s e ttin g  o f  perm ic p ric e s  under the  c a p ita l ga ins ta x  o p tio n , and 
v ic e  ve rsa . The fundam ental purpose behind th is  o p tio n , as I  understand 
i t ,  is  to  a llo w  e a s ie r access to  e n try  perm its  fo r  chose fis h e r men who 
would l ik e  to  run  th e ir  own boats b u t are  unable to  a ffo rd  a p e rm it a t 
today's  p ric e s . A t f i r s t  g lance, i t  m ight appear cha t th is  purpose 
would b e s t be served by the s e ttin g  o f p e rm it p ric e s  a t  v e ry  lew  le v e ls , 
so th a t a lm ost anyone w ith  enough in i t ia t iv e  cou ld  a ffo rd  an e n try 
perm ic.

3u t a lthough  such a p la n  may make perm its  more a ffo rd a b le , i t  would 
a lso  reduce the number o f perm its  a v a ila b le  fo r  sa le  un less c a ro le te 
compensation were p ro v id e d . Che o f the  most b a s ic  p r in 3 p I is - 'oF"~ecorxxiiics 
is  cha t o f supp ly k id  demand re la tio n s h ip s , and the  im p lic a tio n  o f  th is 
p r in c ip le  fo r  th is  case is  th a t i f  perm ic p ric e s  a re  s ta tu to r ily  reduced, 
fe v e r pe rm its  w i l l  be o ffe re d  fo r  s a le , o th e r th in g s  b e in g  e qu a l. Con­
s id e rin g  the  extreme case, i f  the le g is la tu re  decla red  th a t pe rm its 
cou ld  n o t be so ld  a t a l l  b u t o u s t be tra n s fe rre d  fo r  fre a , the  number o f 
pennies tra n s fe rre d  w ould be much low er than c u rre n t le v e ls . S ince no 
economic g iin  cou ld  be re a liz e d  from  p e rm it tra n s fe rs , p e rm it h o ld e rs 
would have no in c e n tiv e  to  pass on th e ir  p e rm it, even i f  they were no 
longe r f is h in g . A "use i t  o r  lose i t "  requirem ent co u ld  fre e  up some 
p e rm its , b u t the  rnm ber would be sm a ll in  re la tio n  to  th e  demand fo r 
p e rm its .

I t  should  be m entioned th a t p e m ic  tra n s fe rs  w ould n o t cease e n t ir e ly  
i f  the va lu e  o f th e  perm ic were e lim in a te d . Based on th e  E n try  C ccm lssion 's 
perm ic tra n s fe r  survey, i t  is  estim ated  th a t 25 to  33 p e rce n t o f  tra n s fe rs 
to  dace have n o t in vo lve d  money in  the tra n s a c tio n , and an a d d itio n a l 
percentage have been s u b s ta n tia lly  be la /  m arket va lu e . The m a jo rity  o f 
these tra n s fe rs  were p ro b ab ly  to  re la tiv e s  o r c lose  crew  em bers  and 
would con tinu e  w ith  reduced o r  e lim in a te d  perm ic v a lu e s , b u t such tra n s fe rs 
would n o t increase  access to  e n try  p e rm its  in  cccpa riso n  to  the p resen t 
s itu a tio n .

I f  e n try  perm ic va lues were s ta tu to r ily  reduced, ra th e r  than e lim in a te d , 
the  drop in  p e rm it tra n s fe rs  would be le ss  severe, w ith  the  decrease in



p a g e

txa n s fe rs  expected to  correspond ro u g h ly  to  the  degree by w hich va lues 
were reduced. I f  p e rm it p ric e s  a re  lowered by o n ly  107. o f  th e ir  open 
m arket v a lu e , the  im pact o f th is  a c tio n  on the  ra n ke r o f tx a n s fe rs  would 
be f a i r ly  m ino r, b u t the  Improvement in  access to  p e rm its  by lo /-in c o m e 
fisherm en w ould a lso  be s m a ll. Unless a com pensation program is  im plem ented, 
th e re  w i l l  always be th is  tra d e -o ff between p e rm its  a v a ila b le  fo r  tra n s fe r 
and p e rm it a f fo r d a b ility .

The e ffe c ts  o f a com pensation p la n  in  c o n ju n c tio n  w ith  the  c a p ita l 
gains ta x  o p tio n  a re  f a i r l y  p re d ic ta b le , and depend p r im a r ily  on the 
e x te n t o f  ca ip e n sa tio n  o ffe re d  and the  amount by w hich p e rm it p ric e s  a re 
reduced. I f  cccpensation  is  lim ite d  to  the amount p a id  fo r  a p a r t ic u la r 
p e rm it, th e re  is  s t i l l  l ik e ly  to  be a marked decrease in  p e rm it tra n s fe rs 
asso cia ted  w ith  a m ajot s ta tu to ry  re d u c tio n  in  p e rm it p r ic e s . Those 
o r ig in a l p e rm it issuees who m igh t s e l l  th e ir  p e rm its  in  caning years 
would have le ss  in c e n tiv e  to  do so i f  p e rm it p ric e s  were lim ite d  by 
s ta tu te ,  s in ce  they p a id  n o th in g  fo r  th e ir  p e rm its  and w ould n o t be 
e lig ib le  fo r  ca ip e n sa tio n  under such a p la n . Those most L ik e ly  to  s e ll 
th e ir  p e rm its  would be fisherm en who purchased p e rm its  ju s t  b e fo re  th e 
le g is la tio n  lim it in g  p ric e s  was enacted, because they cou ld  re c e iv e 
n e a rly  f u l l  va lu e  fo r  th e ir  p e rm its .

I t  is  p o s s ib le  th a t a ca ip e n sa tio n  program cou ld  increase  the 
number o f  p e rm its  fo r  sa le  in  scxne fis h e r ie s  above th a t o f an open 
m arket s itu a tio n . T h is  cou ld  occur i f  a s e rie s  o f poor h a rve s ts  a n d /o r 
lew  f is h  p ric e s  reduced the  p r o f i t a b i l i t y  o f a p a r t ic u la r  f is h e ry . In  
th is  s itu a tio n , p e rm it p ric e s  w ould p robab ly  d rop , b u t i f  p e rm it h o ld e rs 
were e n t it le d  to  recover th e ir  purchase p r ic e , th -y  cou ld  a vo id  th e  lo ss 
caused by low er p ric e s  and more p e rm its  would be fo r  s a le  than i f  an 
open m arket e x is te d .

Except fo r  the s itu a tio n  j u ^ t  d iscussed, i t  is  u n c e rta in  w hether a 
c a p ita l ga ins ta x  system / i l l  a c tu a lly  improve access to  e n try  p e rm its , 
even i f  ca ip e n sa tio n  is  p ro v id e d . A lthough  p e rm its  may be more a ffo rd a b le , 
th e  p o s s ib le  re d u c tio n  in  p e rm it tra n s fe rs  cou ld  outw eigh th e  b e n e fit  o f 
low er p e rm it p ric e s . The o n ly  cccpensation  p la n  th a t w ould appear 
l ik e ly  to  m a in ta in  c u rre n t tra n s fe r  ra te s  would be cne w hich d u p lic a te d 
the  open m arket s itu a tio n ; p e rm it h o ld e rs  would have to  be compensated 
fo r  the  d iffe re n c e  between the s ta tu to ry  p ric e  and th e  f a i r  m arket va lu e 
o f th e ir  p e rm it. T h is  is  an expensive p ro p o s itio n , even i f  no fu r th e r 
in f la t io n  in  p e rm it va lues occurs. I  have c a lc u la te d  the  to ta l average 
m arket va lu e  o f  a l l  permanent e n try  perm its  (in c lu d in g  h e rr in g ) to  be 
over $360 m illio n  as o f  June, 1979 .*  T h is  is  a co n se rva tive  e stim a te 
and the to ta l va lue  has p ro b ab ly  increased  by row . G iven th e  m agnitude 
o f th is  to ta l v a lu e , i t  is  d o u b tfu l th a t the le g is la tu re  w ould adopt a 
f a i r  m arket va lu e  cccpensation  p la n .

A cccpensation  program w hich reim bursed p e rm it h o ld e rs  fo r  th e 
d iffe re n c e  between the amount p a id  fo r  a p e rm it and th e  s ta tu to ry  p r ic e , 
o r  some fra c tio n  o f th a t d iffe re n c e , would be much le ss  expensive b u t 
cou ld  s t i l l  run  in to  many m illio n s  o f d o lla rs , and w ould s t i l l  have the 
dampening e f fe c t  on p e rm it tra n s fe rs  discussed above. I  have estim a ted 
the to ta l va lu e  expended fo r  e n try  p e rm its  s ince  1975 ( r o t  in c lu d in g 
t u l t ip le  purchases o f the  same p e rm it) to  be app rox im a te ly  $38 m il l io n .*

*3ased on the  C ccm ercial F is h e rie s  E n try  CconLssion P erm it T ra n s fe r Survey.



Thus i f  pe rm its  were com ple te ly  devalued and a d e c is io n  were r id e  to 
reim burse p e rm it h o ld e rs  fo r  the purchase p ric e  o f th e ir  p e rm its , t 
s ta te  expend itu re  in  the  neighborhood o f m ill io n  would be re q u ire d .
I f  p e rm it p ric e s  were fix e d  a t 50 percen t o f th e ir  1979 averages, rou g h ly 
$15 m illio n  w ould be necessary to  make up the d iffe re n c e  between the 
purchase p ric e s  and the  s ta tu to r ily  s e t p e rm it va lu e s. The a lte rn a tiv e  
a m o rtiz a tio n  approach d iscussed la te r  would reduce the  cccpensation  cost 
s ig n if ic a n t ly ,  b u t a t le a s t se ve ra l m illio n  d o lla rs  cou ld  be re q u ire d  to 
compensate p e rm it h o ld e rs  fo r  a 50 p e rcen t p ric e  re d u c tio n . The In te rim  
Committee m is t cons ide r w hether th is  fund ing  cou ld  be more e ffe c tiv e  in  
a ch ie v in g  i t s  goa ls i f  used fo r  one o f th e  o th e r o p tio n s , such as the 
loan  program. The q u e s tio n  w hich was ra is e d  about the  re s id e n t/n o n ­
re s id e n t e ffe c ts  o f  the c a p ita l gains ta x  o p tio n  is  a v e ry  s a lie n t cne, 
b u t i t  w i l l  be discussed belcw  in  the  s e c tio n  on the  loan  program o p tio n .

The s e c tio n  on im plem entation o p tio n s  fo r  the  c a p ita l gains ta x 
seems f a i r ly  c c c p le te , w ith  the  excep tion  o f a method fo r  v e r ify in g  the 
va lu e  o f ve sse ls , gear, o r o th e r equipment in c lu d ed  in  the  p e rm it s a le .
I t  may be d e s ira b le  to  add a s e c tio n  re q u ir in g  th a t c u rre n t c e r t if ie d  
a p p ra is a ls  o r surveys be re q u ire d  o f ve sse ls , gear, e t c . ,  w hich are 
combined w ith  the  p e rm it in  th e  tra n s a c tio n . Such a p p ra is a ls  should 
a lso  be re q u ire d  o f  any in -k in d  cccpensation w hich is  used to  purchase 
the  p e rm it.

Perm ic h o ld e rs  w i l l  have an obvious in c e n tiv e  to  c ircum vent any 
p ric e  c o n tro l system. The p ro p osa l, i f  s t r ic t ly  en fo rced , appears to  be 
w orkable (though I  s t i l l  q ue s tio n  i t s  cos t e ffe c tiv e n e s s ), b u t I  havo 
l i t t l e  experience in  the p ric e  c o n tro l area. C onsidering  th e  h ig h 
values a t stake  here , th e  Cocmictee may want to  h ire  an econom ist and /o r 
Lawyer fa m ilia r  w ith  p r ic e  c o n tro l m ethodology to  d ra f t  th e  enab ling 
L e g is la tio n  i f  th is  o p tio n  is  pursued.

In  read ing  through Coom issicn f i le s ,  I  across a  tra n s c r ip t o f 
a d iscu ss io n  w ith  D r. James C ru tc h fie ld  o f  the  U n iv e rs ity  o f  W ashington, 
one o f the  le a d in g  economises in  the  fis h e rie s  area and a ls o  a fo rm er 
p ric e  c o n tro l econom ist. D r. C ru tc h fie ld  was adanan tly  opposed in  th e 
tra n s c r ip t to  any method o f  c o n tro llin g  e n try  p e rm it p r ic e s . He d id  r o t 
go in to  rruch d e ta il about the  reasoning behind h is  v iew , b u t h is  connents 
in d ic a te  th a t th e re  may be more severe problems re g a rd in g  e n fo rc e a b ility 
than a re  re a d ily  apparen t. He s ta te d  th a t he "co u ld  th in k  o f  a dozen 
ways to  avo id  (p r ic e  c o n tro ls ) w ith o u t even c ry in g ."  C ru tc h fie ld  
suggested h ig her  la nd in g  taxes and /o r perm ic fees as b e tte r  ways to  keep 
p e rm it p ric e s  to  reasonable Leve ls. Fisherman re s is ta n c e  w ould be the 
p r in c ip a l problem  w ith  C ru tc h fie ld 's  suggestion .

I I .  LOAN PROGRAM OPTICN

The proposed changes to  the  C onnercia l F ish in g  Loan Program appear 
to  be cne o f the  more fe a s ib le  and e ffe c tiv e  o p tio n s  under c o n s id e ra tio n . 
I t  has been asked w hether s ta tu to r ily  s e t p e rm it p ric e s  w ould make 
p e rm its  more a v a ila b le  to  A laska re s id e n rs  than n o n -re s id e n ts . I t  is  
p o s s ib le  th a t seme advantage would be g iven  tc  A laskans by fix e d  p ric e s , 
b u t the  loan program appears to  g ive  Alaskans a ouch g re a te r advantage, 
s ince  n o n -re s id e n ts  can le g a lly  be excluded from  e l ig ib i l i t y  fo r  s ta te



l o a n s .  S t a t u t o r i l y  r e d u c e d  p e r m i t  p r i c e s  w o u l d  p u t  e n t r y  p e r t d .c s  w i t h i n  
t h e  r e a c h  o f  m o r e  A l a s k a n s ,  b u t  w o u l d  a l s o  d o  t h e  s a m e  f o r  lo w e r - in c c c n e  
n o n - r e s i d e n t s ,  a n d  i t  i s  t h e r e f o r e  u n l i k e l y  t h a t  A l a s k a  r e s i d e n t s  w o u ld  
b e  g i v e n  g r e a t e r  a c c e s s  t o  e n t r y  p e r m i t s  t h a n  n o n - r e s i d e n t s .

O f  a l l  t h e  o p t i o n s  u n d e r  c o n s i d e r a t i o n ,  e x p a n s i o n  o f  t h e  l o a n  
p r o g r a m  i s  l i k e l y  t o  e n c o u n t e r  t h e  l e a s t  r e s i s t a n c e  f r o m  p r e s e n t  e n t r y  
p e r m i t  h o l d e r s .  T h e . p r o g r a m  o f f e r s  t h e  p o t e n t i a l  f o r  l e w - i n c o m e  f i s h e r m e n  
t o  o b t a i n  p e r m i t s ,  w i t h o u t  a f f e c t i n g  t h e  a b i l i t y  o f  p e r m i t  h o l d e r s  t o  
t r a n s f e r  t h e i r  p e r m i t s  a s  t h e y  w i s h  a n d  t o  r e c o v e r  t h e i r  p u r c h a s e  p r i c e .
T h e  s t a t e  a p p e a r s  t o  h a v e  c o n s i d e r a b l e  l e g a l  f r e e d o m  i n  t h e  s t r u c t u r e  o f  
i t s  l o a n  p r o g r a m s ,  t h u s  a l l o w i n g  t h e  m o d i f i c a t i o n  o f  t h e  c u r r e n t  f i s h i n g  
l o a n  p r o g r a m  t o  m e e t  s p e c i f i c  n e e d s .

However, i t  appears th a t the  p re sen t loan  program has n o t met the 
needs o f  low  income fishem en d e s ir in g  to  purchase e n try  p e rm its . P re­
lim in a ry  research  has in d ic a te d  th a t 75 p e rcen t o f the  conm ercia l fis h in g  
loans have been to  in d iv id u a ls  w ith  a n e t worch o f over $100,000.
A lthough  a s iz a b le  ra n te r  o f loans have been made to  r u r a l and Icw er- 
inccme fisherm en , a lm ost a l l  o f  these loans have been fo r  the  purpose o f 
upgrading vesse ls , ra th e r than the  purchase o f  e n try  p e rm its . The 
proposed loan  o p tio n  p rov ides th a t " p r io r it y  s h a ll be g ive n  to  chose 
a p p lic a n ts  who dem onstrate s u b s ta n tia l f in a n c ia l need, and who s u b s ta n tia lly 
depend upon f is h in g  as a source o f liv e lih o o d ."  Th is w ording may n o t be 
s tro n g  enough. I f  the  C ccm ittee reso lve s  th a t more emphasis should be 
g ive n  in  th e  loan  program to  the  a c q u is itio n  o f e n try  p e rm its , as opposed 
to  ve sse l improvem ent, s p e c ific  le g is la t iv e  standards to  th is  e ffe c t may 
be re q u ire d .

Cne p o s s ib le  a d d itio n  to  the  loan  program o p tio n  w ould be a se c tio n 
p ro v id in g  th a t fisherm en a c q u irin g  e n try  pe rm its  p re v io u s ly  h e ld  by non­
re s id e n ts  would re c e ive  more fa v o ra b le  terms on th e ir  lo an s . Th is could 
be accom plished th rough  lew er in te re s t ra te s ,  p a r t ia l g ra n ts , o r o th e r 
p ro v is io n s . The obvious in te n t o f  such a p o lic y  would be to  increase 
re s id e n t p a r tic ip a tio n  in  the  L im ite d  f is h e r ie s . The a d d itio n a l cos t to 
the s ta te  o f  p re fe re n tia l loan  term s fo r  the purchase o f n o n -re s id e n t 
p e rm its  car. be ju s t i f ie d  because the  b e n e fits  to  the  s ta te  and i t s  
re s id e n ts  a re  s u b s ta n tia lly  g re a te r chan the b e n e fits  re s u ltin g  from  the 
purchase o f re s id e n t p e rm its .

The a c q u is itio n  o f a n o n -re s id e n t perm ic by an A laskan fisherm an 
means th a t a la rg e r percentage o f the  income generated by tha  use o f 
th a t p e rm it is  l ik e ly  to  be spent in  A laska , thus p ro v id in g  more income 
fo r  ocher A laskans ( th is  is  known as the u u lc ip lie r  e f f e c t ) . In  a d d itio n , 
th e  crew members a re  more l ik e ly  to  be A laska re s id e n ts , fu r th e r  adding 
to  the  b e n e fits  d e rive d  from  the  use c f  an entry ’ p e rm it by an A laskan 
fisherm an.

The p robab le  e f fe c t  o f  the p re fe re n tia l loan  term s or. the  m arket 
fo r  e n try  p e rm its  would be chat n o n -re s id e n ts  would have an added in c e n tiv e 
co s e l l  th e ir  p e rm its  to  A laskans, s ince  chose re s id e n t fisherm en q u a lify in g  
fo r  loans cou ld  a ffo rd  co pay more fo r  a n cn -re s id e n t perm ic chan a 
re s id e n t one because o f the b e tte r  loan  term s. The re s id e n t perm ic 
h o ld e rs , cn the  o th e r hand, shou ld  have less in c e n tiv e  to  s e l l  c h e ir 
p e rm its , because fisherm en o b ta in in g  loans would ra th e r purchase a non-
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re s id e n t p e rm it and would pay less fo r  a p e rm it from  an A laska re s id e n t.
The m arket fo r  e n try  p e rm its  is  cccp lex  and th e re  a re  o th e r fa c to rs  a t 
w ork, b u t in  g e n e ra l, these a re  Che re s u lts  th a t cou ld  be expected from 
the  im plem enta tion  o f  p re fe re n tia l loan terms fo r  purchasing n o n -re s id e n t 
e n try  p e rm its . I t  shou ld  be noted th a t the preceding d iscu ss io n  would 
n o t a pp ly  i f  p e rm it p ric e s  were a lao  s ta tu to r ily  fix e d , s in ce  fisherm en 
would r o t  be a llow ed  to  pay more fo r  one perm ic tiia n  ano ther (w ith in  the 
same f is h e ry ) . However, i f  i t  were c o n s titu tio n a l, le g is la tio n  cou ld  be 
enacted w hich w ould p ro v id e  a supplem entary payment to  n o n -re s id e n ts 
s e llin g  th e ir  p e rm its  to  A laskans. These supplem entary payments w ould 
have the  same e f fe c t ,  and would take  the p lace  o f the  p re fe re n tia l loan 
term s.

The loan program is  r o t ,  i t  should  be s tre sse d , an easy answer to 
the  c u rre n t problem s o f  the lim ite d  e n try  program. The h ig h  c o s t  o f 
e n try  p e rm its  would re q u ire  s u b s ta n tia l expend itures by th e  s ta te  i f  the 
loan  program is  to  be the  p rim ary  v e h ic le  fo r  im proving access to  e n try 
p e rm its . As a case in  p o in t, an estim ated  109 perm its  were purchased in  
the B r is to l Bay d r i f t  g i l l  n e t fis h e ry  d u rin g  the f i r s t  n in e  months o f 
th is  ye a r. F inancing  o f these p e rm it purchases th rough the  Commercial 
F ish in g  Loan Program w ould re q u ire  an estim ated $5.9 m illio n  in  th is  one 
f is h e ry  a lo n e .*

I t  is  tru e  th a t funds expended fo r  the loan  program a re  e v e n tu a lly 
re tu rn e d  co the  s ta te ,  w ith  in te re s t, b u t the  low in te re s t r ite s  on 
f is h in g  loans re p re se n t a m ajor o p p o rtu n ity  cos t to  the s ta te ,  because 
the  s ta te  foregoes th e  much h ig h e r re tu rn  th a t cou ld  be re a liz e d  from 
a lte rn a tiv e  investm ents in  bends, e tc .

An a d d itio n a l problem  is  th a t e x te ns ive  use o f s ta te  loans fo r 
p e rm it purchases cou ld  c o n trib u te  to  fu r th e r  in f la t io n  in  p e rm it p ric e s 
i f  p r ic e  c o n tro ls  a re  n o t enacted. Loan re c ip ie n ts  w ould be a b le  to  pay 
more fo r  perm its  than i f  th ey  had ro c  rece ive d  s ta te  fin a n c in g , and th is  
would have a tendency co push p e rm it p ric e s  h ig h e r. The e x te n t o f  th is
im pact would depend p r im a r ily  on the number o f  loans issued  and the
degree co w hich the  loan  terms increased the purchasing power o f re s id e n t 
p e rm it buyers. F u rth e r increases in  p e rm it p ric e s  w ould reduce the
e ffe c tiv e n e s s  o f the  loan  program by making p e rm its  le ss  a ffo rd a b le , so
th is  p o s s ib le  im pact shou ld  be g iven  c a re fu l c o n s id e ra tio n .

The e f fe c t  o f  the proposed loan  program o p tio n  cn th e  development 
o f b o tccm fish , h e rr in g , and o th e r fis h e rie s  m is t a lso  be assessed.
W hile  i t  may be d e s ira b le  to  encourage re s id e n t e n try  in to  the  lim ite d  
f is h e r ie s , an emphasis on th is  aspect o f the loan program  cou ld  d iscourage 
d iv e rs if ic a t io n  in to  deve lop ing  and n o n -lim ite d  f is h e r ie s . The lin ^ -e d  
salmon and h e rrin g  fis h e r ie s  a re , fo r  the  most p a r t, a f u l ly  ey~1 ^ed 
resource , in  c o n tra s t to  o th e r fis h e ry  resources w hich a re  Ju s t firm in g 
to  be c a n n e rc ia lly  harvested  in  A laska . A c a re fu l balance must th e re fo re 
be s tru c k  between the  use o f  loan funds fo r  the  purchase o f  e n try  p e rm its 
and the  use o f funds fo r  deve lop ing  f is h e r ie s .

I I I .  APPRENTICESHIP OPTICN

The b a s ic  idea beh ind  an a pp ren tice sh ip  system is  an a - tra c t iv e  
one: E n try  p e rm its  would be is s i^ d  to  chose in d iv id u a ls  who had dem onstrated

*  Based on the  CFEC P erm it T ra n s fe r S urrey.



th e ir  competence in  and committment to  fis h in g  by se rv in g  as a crew 
menfcer on a ve sse l fo r  a g iven  number o f years. T h is  system w ould 
con tinue  the  n a tu ra l p ro g re ss io n  from  crewman to  s k ip p e r th a t g e n e ra lly 
c h a ra c te rize d  the  f is h in g  in d u s try  p r io r  to  lim ite d  e n try . An a p p re n tice sh ip 
program would a lso  ensure cha t persons o b ta in in g  e n try  p e rm its  were 
experienced f is h  irmen and were a b le  to  use those p e rm its  in  an e f f ic ie n t 
and sa fe  manner.

A lthough Che idea  is  a sound one, le g a l, economic, and a d m in is tra tiv e 
coop l i  c a tio n s  make i t  d i f f i c u l t  to  tran sfo rm  the idea in to  a w orkab le 
a p p re n tice sh ip  program . The f i r s t  s tum b ling  b lo c k  is  a 1969 Fe<ieral 
c o u rt d e c is io n  w hich o ve rtu rned  an a p p re n tice sh ip  program  enacted by the 
A laska le g is la tu re  in  1968. The b a s is  o f the  d e c is io n  v/as ch a t the 
program a llow ed fisherm en to  choose the  app ren tices  in v o lv e d , and th a t 
th is  a c t v io la te d  the  Fourteenth  Amendment o f tne  U.S. C o n s titu tio n . The 
d e c is io n  s ta te d  in  p a r t :  "Under the  schane, e n try  in to  the  salmon
fis h in g  in d u s try  is  c o n tro lle d  n o t by th e  s ta te  b u t by lo c a l fisherm en 
in  each a re a . . .whose own b e n e fit would o rd in a r ily  n o t be served by 
a s s is tin g  p o te n tia l co m p e titio n  to  q u a lify ."

H ie f i r s t  requ irem ent o f any a p p re n tice sh ip  program  is  th e re fo re 
th a t the  s ta te ,  and n o t the fisherm en, must determ ine th e  p a r tic ip a n ts 
in  the  program  T h is  requ irem ent cre a te s  a s u b s ta n tia l a d m in is tra tiv e 
burden, b u t a lso  c re a te s  a more se rio u s  problem  w ith in  the  f is h in g  
in d u s try  by d irru p tin g  the  con ve n tio n a l h ir in g  p ra c tic e s  employed in  the 
f is h e r ie s . Tha idea  o f having to  accept a com plete s tra n g e r o f  unknown 
a b i l i t y  fo r  a crewman is  n o t l ik e ly  to  go over w e ll w ith  the  m a jo r ity  or 
perm ic h o lo trs , p a r t ic u la r ly  those th a t u s u a lly  employ fa m ily  members as 
crew.

In  a d d itio n , the 1969 c o u rt d e c is io n  g ives the  im pression  th a t i t  
may be u n c o n s titu tio n a l to  use fia h in g  experience in  any standards o f 
q u a lif ic a t io n  fo r  an a p p re n tice sh ip  program. The le g a l problem s in vo lve d 
have n o t been s u f f ic ie n t ly  c la r if ie d ,  b u t i t  appears th a t u s in g  crewman 
experience as a p re re q u is ite  fo r  adm ission to  the program  w ould c re a te 
the  same s itu a tio n  addressed in  th e  1969 d e c is io n , ju s t  one s te p  removed.
In  o th e r w ords, the  fisherm en w ould n o t be choosing the  a p p re n tic e s , b u t 
w ould s t i l l  be choosing in d iv id u a ls  who in  the  fu tu re  w oulu q u a lify  fo r 
th e  program on the  b as is  o f  th e ir  p re v iou s  experience as a crew  member.
To avo id  th is  le g a l problem , a separate  se t o f  e l i g ib i l i t y  requ irem ents 
have been developed to  supplement th e  a p p re n tice sh ip  o p tio n . Under th is  
p la n , crewmember experience accrued p r io r  to  the  enactm ent o f  th e  program 
w ould s t i l l  be used as a de te rm inant o f a p p re n tice sh ip  e l i g i b i l i t y ,  b u t 
th e  experience requirem ents 'would be supplemented w ith  econcede h a rdsh ip 
c r i te r ia  th a t d id  r o t  r e l y  on fis h in g  experience. I t  appears th a t th is  
m o d iric a tio n  would circum vent the c o n s titu tio n a l d i f f ic u l t ie s  d iscussed 
above, b u t r.o t w ith o u t a lte r in g  the fu tu re  d is tr ib u t io n  o f e n try  perm its 
and the  corresponding e q u ity  o f the a p p re n tice sh ip  program .

The a lte rn a tiv e  economic hardsh ip  and dependence c r i t e r ia  w h ich 
nave been developed are  in tended to  p ro v id e  a naans by w hich g re a te r 
c o n s id e ra tio n  car. be g iven  to  hardsh ip  on the c cc n m icy  le v e l, ra th e r 
than j u s t  the in d iv id u a l le v e l. T h is  issue  is  exp lo red  in  d e ta il in  D r. 
Rogers' paper. I t  is  im p o rta n t to  note  th a t the  a lte rn a tiv e  h a rd sh ip 
c r i te r ia  are in tended  to  supplem ent, n o t re p la ce , the  c r i t e r ia  by  w hich
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in d iv id u a l hardsh ip  and dependence a re  eva luated . F ish in g  im 'c lvem en t, 
in  terms o f  bo th  p a r tic ip a tio n  and fis h in g  income, was tha m ajor fa c to r 
used in  th e  ra n k ing  o f  a p p lic a n ts  d u rin g  the  i n i t i a l  issuance o f e n try 
p e rm its . VfaLle i t  may be d e s ira b le  to  supplement c r i te r ia  based on 
f is h in g  invo lvem ent w ith  more b ro a d ly  based c r i t e r ia  w hich con s id e r the 
c a m u n ity  s itu a tio n , i t  is  que stio n ab le  whether such c r i t e r ia  a lone 
would re s u lt  in  the  mosc e q u ita b le  d is tr ib u t io n  o f e n try  p e rm its  under 
an a p p re n tice sh ip  program o r any o th e r system o f p e rm it tra n s fe r . The 
re s o lu tio n  o f the  le g a l issues surround ing  th e  use o f crewman experience 
as a b as is  fo r  a p p re n tice sh ip  e l ig ib i l i t y  L . th e re fo re  one o f  the  most 
im p o rta n t tasks rem ain ing  i f  the  a p p re n tice sh ip  o p tio n  is  to  be pursued.

There are a number o f o th e r problem s w ith  the  a p p re n tice sh ip  o p tio n . 
One o f these is  th a t the  number o f new e n tra n ts  to  the  lim ite d  fis h e rie s 
under an a p p re n tice sh ip  system would p robab ly  be much low er than c u rre n t 
le v e ls  unless com plete cccpensation  fo r  the f a i r  mar a t va lu e  o f  perm its 
were p rov ided  co p e rm it lio ld e rs  who re tu rn e d  th e ir  pe rm its  to  the  s ta te . 
This issu e  is  exp lo red  more tho rough ly  in  the  d iscu ss io n  o f the  c a p ita l 
gains ta x  o p tio n , b u t the  b a s ic  d i f f ic u l t y  is  th a t w ith o u t th e  p r o f i t 
in c e n tiv e  fo r  tra n s fe rr in g  a p e rm it, fa r  few er pe rm its  w i l l  be re tu rn e d 
to  the  s ta te  than a re  p re s e n tly  tra n s fe rre d  to  o th e r in d iv id u a ls . Thus, 
the s ta te  may be fo rce d  to  buy p e rm its  i f  s u f f ic ie n t  p e rm its  a re  co be 
a v a ila b le  fo r  the  a p p re n tice sh ip  program .

A second problem  is  th a t i t  would be im possib le  fo r  perm ic ho ld e rs 
to  sw itch  to  another lim ite d  fis h e ry  w ith ou t* se rv in g  ano ther p e rio d  o f 
a p p re n tice sh ip . And i f  a p ro v is io n  were d ra fte d  w hich w ould a llo w  
tirades between perm ic h o ld e rs , o n ly  pe rm its  from  low  income fis h e r ie s  
would ever re tu rn  to  the  s ta te ,  s ince  fisherm en h o ld in g  p e rm its  fo r  h ig h 
v a l u e  fis h e rie s  who w ished to  leave fis h in g  would f in d  many persons 
w anting  to  trad e  a p e rm it o f le s s e r va lu e . An in c e n tiv e  w ould be crea ted 
fo r  the  development o f  a b la c k  m arket in  perm ic tra d e s .

An a p p re n tice sh ip  program w ould a lso  e tim inace  in tra - fa m ily  tra n s fe rs 
unless seme s o rt o f " q u a lif ie d  tra n s fe re e " l i s t  is  c re a te d , from  w hich 
p e rm it h o ld e rs  a re  fre e  to  choose when they d e s ire  to  tra n s fe r  th e ir 
p e rm it. Over 25 p e rcen t o f  perm ic tra n s fe rs  co da te  have been estim ated 
to  be between fa m ily  members, so s u b s ta n tia l w e ig h t shou ld  be g ive n  to 
the continuance o f th is  p a t te rn  in  any a lte rn a tiv e  system o f p e rm it 
tra n s fe r.

Besides the p o s s ib le  cccpensation  costs d iscussed e a r lie r ,  an 
a p p re n tice sh ip  program would have cons ide rab le  a d m in is tra tiv e  cos ts .
The n u rb e r o f  a p p lic a n ts  and p o te n tia l q u a lif ie rs  would be many rtTT*><a 
la rg e r than the  rtu rber o f a p p lic a n ts  d u rin g  th e  issuance o f th e  o r ig in a l 
e n try  p e rm its , fo r  th e re  a re  many more crewmen than th e re  were gear 
lic e n s e  h o ld e rs  d u rin g  the o r ig in a l e l ig ib i l i t y  p e rio d . In  a d d itio n , 
the a p p lic a tio n  process fo r  an a p p re n tice sh ip  program w ould r o t  be a 
one-tim e  a f fa ir ,  b u t would con tinu e  in d e f in ite ly  in to  the  fu tu re  as more 
persons q u a lif ie d  and more p e rm its  became a v a ila b le . The r.-mT»>rH.al 
F is h e rie s  E n try  Cccm ission o r  ocher a d m in is te rin g  agency would re q u ire  a 
s ig n if ic a n t permanent increase  in  s t a f f  and fu n d in g .

IV . AMORTIZATION OPTION

The a m o rtiz a tio n  o p tio n  is  a p p a re n tly  in tended  to  e s ta b lis h  a h ™>



l im i t  cn e n try  p e rm its . I t  w ould a lso  p ro v id e  an a lte rn a tiv e  method o f 
com pensation fo r  c u rre n t p e rm it h o ld e rs  in  the  event th a t an a p p re n tice s h ip 
program o r  o th e r system o f t r a n s fe r a b ility  is  enacted and p e rm it h o ld e rs 
can no lo n g e r s e ll th e ir  p e rm its . However, in  i t s  p re sen t form  the 
purposes o f  the  o p tio n  a re  too vague and i t  does n o t appear to  be th e 
b e s t answer to  the  com pensation problem . A f te r  the  d iscu ss io n  o f  th e 
a m o rtiz a tio n  o p tio n  as d ra fte d , a d if fe r e n t  a m o rtiz a tio n  approach w hich 
may be a more e ffe c tiv e  method o f com pensation w i l l  be presented fo r 
c o n s id e ra tio n .

The lo g ic  behind o p tio n  A is  d i f f i c u l t  to  fo llo w . T h is  o p tio n 
w ould a llo w  the  a m o rtiz a tio n  o f vesse ls  and gear a t 10 p e rce n t p e r y e a r, 
a f te r  w hich the  e n try  p e rm it w ould re v e r t to  the  s ta te ,  unless renewed 
by the o r ig in a l p e rm it h o ld e r, who w ould have to  dem onstrate c o n s is te n t 
use o f th e  p e rm it. In  the  f i r s t  p la c e , i t  is  u n c le a r why p e rm it h o ld e rs 
should be compensated, th rough a m o rtiz a tio n , fo r  vesse ls  and gea r, s in ce 
th e  in d iv id u a l would re ta in  possession o f these under any o p tio n  and is  
fre e  to  s e l l  than  a t any p ric e  and to  any in d iv id u a l he chooses.
Perhaps i t  is  thought th a t because a p e rm it h o ld e r cou ld  no lo n g e r s e l l 
h is  boa t and p e rm it to g e th e r under th is  o p tio n , h is  boa t a rd  gear w ould 
be o f  le s s e r va lu e  w ith o u t a p e rm it in c lu d e d . B ut in  b o th  1978 and 
1979, o n ly  an estim a ted  13 p e rc e n t* o f  p e rm it tra n s fe rs  in c lu d e d  ve sse ls 
a n d /o r gear in  th e  tra n s a c tio n , so the  cessa tio n  o f combined tra n s fe rs 
shou ld  n o t cause s ig n if ic a n t h a rd sh ip .

W ith  re g a rd  to  the  tim e l im it  in h e re n t in  bo th  o p tio n  A and B, i t  
w ould seem th a t a sim ple  p a r t ic ip a tio n  o r  use re q u irs n e n t w ould be more 
e ffe c tiv e . S ince the  p e rm it h o ld e r is  g iven  th e  r ig h t  to  renew h is 
p e rm it a t the  end o f the  a m o rtiz a tio n  p e rio d , the  tim e  l im i t  is  r e a lly  
s u p e rflu o u s . The o n ly  tim e when p e rm its  would re v e rt to  th e  s ta te  w ould 
be when p e rm its  were no lo ng e r used, re g a rd le ss  o f the  tim e  l im it .
D ropping th e  tim e l im i t  and s u b s titu tin g  the use requ irem ent w ould 
r e s u lt  in  p e rm its  re v e rtin g  to  the  s ta te  as soon as they were no lo n g e r 
fis h e d , ra th e r  than a t the end o f  the  tim e l im it .

O p tion  B is  a more reasonable approach to  the  cccpensation  q u e s tio n 
than o p tio n  A, because i t  addresses "the va lue  o f the  p e rm it, w hich is  
the  ite m  ber'-'g devalued, ra th e r than the  vesse l and gea r. H a /ever, i t  
is  question * '.e w hether perm ic h o ld e rs  who were o r ig in a lly  issu e d  th e ir 
pe rm its  by D s ta te  should be a llow ed  to  ccnortize the  f a i r  m arket v a lu e 
o f th e ir  p e rm its , s ince  they re ce ive d  them fo r  o n ly  an a d m in is tra tiv e  
fee . C a ipensa tion  o f th is  type would appear to  be a w in d fa ll g a in  and 
d i f f i c u l t  to  ju s t i f y .  Che argument fo r* such cccpensation  is  th a t same 
p e rm it h o ld e rs  a re  cou n tin g  on tho  va lu e  o f th e ir  p e rm its  as a re tire m e n t 
n e s t egg. I f  th is  is  a m ajor problem , some type o f  s p e c ia l e xce p tio n 
should  be made fo r  these persons, in s te a d  o f g iv in g  cccpensation  co a l l 
o f the  o r ig in a l issuees re g a rd le ss  o f  f in a n c ia l s ta n d in g .

N e ith e r o f  the  a m o rtiz a tio n  o p tio n s  presented appear to  be the  m ost 
e q u ita b le  and cos t e ffe c tiv e  method o f  cccpensating those p e rm it h o ld e rs 
who d id  buy th e ir  p e rm its  fo r  th e ir  purchase investm en t. B oth o f  the 
proposed o p tio n s  w ould e s ta b lis h  a fix e d  10 p e rcen t p e r year a m o .tiz a tic n  
schecu ie , so th a t the amount o f  a m o rtiz a tio n  would depend s o le ly  on th e

*  Based on the  CFEC Permic T ra n s fe r Survev.



purchase p r ic e  o f the  v e sse l and gear (o p tio n  A ) , o r o f  the  p e rm it 
(o p tio n  B ) . .  Such a 3ystam  takes no account o f th e  le n g th  o f tim e  w hich 
a p e rm it has been h e ld  o r  o f  th e  earn ings d e rive d  from  the  use o f  the 
p e n n it. In s te a d  o f a llo w in g  a fix e d  10 percen t w r i t e - o f f  each y e a r, i t  
w ould be more d e s ira b le  to  re la te  the a m o rtiz a tio n  schedule to  the n e t 
re tu rn  on th e  p e rm it investm ent a t the  tim e when the  p e rm it is  no lo ng e r 
fis h e d  -nd  re v e rts  to  the  s ta te .

In c o rp o ra tin g  the  re tu rn  w hich a p e rm it h o ld e r has re a liz e d  on h is 
investm ent in to  the a m o rtiz a tio n  o p tio n  would p ro v ide  a tui'-e e q u ita b le 
system o f  cccpensa tion , because c o n s id e ra tio n  would be g ive n  to  each 
fish e rm a n 's  in d iv id u a l economic p o s itio n , ra th e r chan re ly in g  on an 
a rb it ra ry  fo rm u la  o r schedule. Under th is  type o f  system, those p e rm it 
h o ld e rs  whose n e t f is h in g  earn ings d u rin g  th e  rT.-np o f perm ic ownership 
equaled o r  exceeded d ie  purchase p r ic e  o f the  perm ic, p lu s  a "re asonab le " 
re tu rn  on the  irrvestmer t  in  perm ic, vesse l,  and gear (10-15  p e rcen t p e r 
y e a r) ,  w ould be a llow ed  no a m o rtiz a tio n  o r o th e r cccpensa tion , s in ce 
they had re ce ive d  " th e ir  money's w o rth " from  the use o f  the  e n try  p e rm it.

On th e  ocher hand, p e rm it h o ld e rs  who had n o t recovered th e ir  . 
p e rm it investm en t, p lu s  a reasonable re tu rn , would be a llow ed  to  am ortize 
the  d iffe re n c e  between th is  va lue  and the  purchase p ric e  o f  th e ir  perm ic, 
w ith  the  a m o rtiz a tio n  amount n o t to  exceed the  p e rm it purchase p r ic e .
For example, cake the  case o f a fisherm an who had bought a perm ic fo r 
$50,000, a boa t and gear fo r  ano ther $50,000, and fis h e d  fo r  th re e 
ye a rs . I f  a "re asonab le " ra te  o f  re tu rn  were determ ined co be 10 p e rc e n t, 
then a reasonable n e t f is h in g  income fo r  the  example fisherm an fo r  th e 
th re e  years would be $80,000 (p e rm it p r ic e  o f  $50,000 +  re tu rn  on investm ent 
o f $30,000 ($100,000 x  107. x  3 y e a rs ) ) .

T h e re fo re , i f  th e  fisherm an made $80,000 o r more d u rin g  th e  t l ^ e e 
years he fis h e d  h is  p e rm it, he would re ce ive  no com pensation when h is 
p e rm it re v e rte d  to  th e  scare. A n e t f is h in g  income o f le ss  than  $80,000 
w ould make the  fisherm an e lig ib le  to  am ortize  the d iffe re n c e  between h is 
income and $80,000, n o t to  exceed $50,000. I f  h is  earn ings were $50,000,
Che fisherm an cou ld  a m ortize  $30,000 ove r a s p e c ifie d  p e rio d  o f tim e .

Three m ajor problem s can be fo reseen w ith  th is  a lte rn a tiv e  approach 
to  ca ip e n s a tio n . The f i r s t  is  cha t i t  is  necessary to  determ ine a 
"reasonab le " r a te  o f  re tu rn . T h is  d e te rm in a tio n  w ould take  in to  account 
c u rre n t m arket ra te s  o f  in te re s t, the h ig h  degree o f  r is k  in  f is h in g , 
and h is to r ic a l earn ings in  the  lim ite d  f is h e r ie s . A lthough  d i f f i c u l t , 
th is  o b s ta c le  does n o t appear to  be insurm ountable .

The second problem  is  th a t a p e rm it h o ld e r is  n o t ju s t  an in v e s to r, 
b u t is  a lso  the  s k ip p e r o f  the fis h in g  o p e ra tio n . I t  is  th e re fo re 
necessary to  account fo r  the  p o rtio n  o f  the perm ic h o ld e rs ' income w hich 
is  earned fra n  s k ip p e rin g  the  vesse l,  a p a rt from  th e  re tu rn  cn h is 
investm en t. I  am n o t fa m ilia r  enough w ith  fish e rm e n 's  bookkeeping 
p ra c tic e s  to  knew j u s t  hew th is  would be dene, b u t i t  shou ld  be fe a s ib le .

The th ir d  need is  to  d e fin e  the  meaning o f a m o rtiz a tio n  more p re c is e ly , 
so th a t i t  is  c le a r w hether the  form er perm ic h o ld e rs  w ould q u a lify  fo r 
a ta x  c r e d it ,  c r  ju s t  a ta x  deduction  from  gross income. T h is  re q u ire s 
a p o lic y  d e c is io n  on th e  degree o f  ccnpensaticn  co be g ive n  co c u rre n t



p a g e ^ y

p e rm it h o ld e rs , s ince  a ta x  c re d it  w ould e n t it le  the form er p e rm it 
h o ld e rs  to  save the  e n tire  amount o f a m o rtiz a tio n , w h ile  a ta x  d ed u ctio n 
w ould o n ly  save them a fra c t io n  o f the a m o rtiz a tio n  amount. The c o s t to 
th e  s ta te  fo r  a ta x  c re d it  would o f  course be nuch g re a te r, b u t i t  w ould 
s t i l l  be le ss  than com pensating fisherm en fo r  the e n tire  purchase p ric e  
o f th e ir  p e rm its .
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STATE of Alaaka, Appellant.
r.

Lori L OSTROSKY. Juliannr Ostrosky
and Harold C. Ostrosky, Appellees.

Lori OSTROSKY and Julianne Ostrosky, 
Cross-Appellant*.

v.
STATE of Alaska. Cross-Appellee.

Nos. 6336. 6373.

Supreme Court of Alaska.
July 19. 1983.

Proceeding was instituted on petition 
for postconviction relief following convic­
tion of petitioners for illegal possession of 
commercially caught fish and for illegal 
commercial fishing. The Superior Court. 
Third Judicial District. Anchorage. Victor 
D. Carlson. J., granted relief to the petition­
ers and the appeal by the State was certi­
fied as appropriate h r transfer. The Su­
preme Court. Matthews. J.. held that: (1 ) 
entry restrictions set forth in the Limited 
Entry Act do not violate the provisions of 
the Alaska Constitution reserving naturally 
occurring fish to '.he people‘for common use 
and guaranteeing all persons equal rights 
and opportunities, and (2) the transferabili­
ty provisions under which entry permits can 
be soid or inherited do r.ot violate the provi­
sions of the Constitution prohibiting exclu­
sive rights or special privileges of fishery, 
preserving naturally occurring fish to the 
people for common use. and guaranteeing 
all person, equal rights and opportunities.

Reversed.
Rabino' iU. J.. diuented and filed opin­

ion.

1. Fish 12
Amendatory provision of the Alaska 

Constitution, that the prohibition against 
creation of exclusive right or special privi­
lege of fishing does net restrict the power 
of the sute to limit entry into any fishery 
for purpose of resource conservation, oper­

ates to grant the state the power to imitosc 
a limited entry system in any fishery not­
withstanding any provisions of the Alaska 
Constitution otherwise prohibiting such a 
system. AS 16.43.010-16.43.380; Const. 
Art. 8, §§ 3. 15

2. Fish 9
Entry restrictions set forth in the Lim­

ited Entry Act. restricting anyone from be­
coming a primary operator of commercial 
fishing gear without an entry permit, are 
not violative of the provision of the Alaska 
Constitution reserving fish in their natural 
state to the people for common use. AS 
16 43.010-1643 380; Const. Art. 8. §§ 3. 15

3. Constitutional Law e=236 
Fish to9
Entry restrictions of the Limited Entry 

Act. restricting anyone from becoming a 
primary operator of commercial fishing 
gear without an entry permit, are not viola­
tive of the provision of the Alaska Constitu­
tion guaranteeing all persons equal rights 
and opportunities. Const. Art. 1, § 1.
4 Fish to 9

Transferability provisions of the Limit­
ed Entry Act. permitting transfer of entry 
jiermit to another person upon 60 days* 
notice by holder of intent to transfer or 
transfer of permit to surviving spouse upon 
death of holder, are not violative of provi­
sions of Alaska Constitution prohibiting ex­
clusive rights or special privileges of fishery 
and preserving naturally occurring fish to 
the people for common use. AS 16.43- 
150(h), 1643.170(b); Const. Art. 8. §9 3. 15.

5. Constitutional Law <to2l3.1(2)
Where suspect classifications or funda­

mental rights are involved, differential 
treatment will t«e upheld only when the 
purpose of the enactment furthers a com­
pelling sute interest and the enactment 
itself is necessary to the achievement of 
that interest, where classifications are 
bxnd on gender or illegitimacy, the purpose 
of the enactment must he important and 
the means used to accomplish that purpose 
must he fairly and substantially related to 
its enactment, in cases not involving sus-

|»ect classifi 
fundamental 
on gender or 
ment must I 
est which is 
must he rat 
ment l ‘.S.<
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pect classifications, the infringement of 
fundamental rights, or classifications based 
on gender or illegitimacy, differential treat­
ment must be based on governmental inter­
est which is legitimate and the enactment 
must be rationally related to its achieve­
ment. U.S.C.A. Const.Amend. 14.

6. Constitutional Law <*=>213.1(2)
The applicable standard of review for a 

given case in determining constitutionality 
of an enactment is to be determined under 
the Erickson sliding scale by the importance 
of the individual rights asserted and by the 
degree of susp'cion with which the court 
views the resulting classification scheme. 
U.S.C.A. Const.Amend. 14.

7. Constitutional Law *=>213.1(2)
As a minimum, legislation must be 

based on a legitimate public purpose, and 
classifications contained therein must be 
reasonable, not arbitrary, and rest upon 
some ground of difference having a fair and 
substantial relation to the object of the 
legislation. U S.C.A. Const-Amend. 14

8. Constitutional Law c=>236 
Fish *=>9
Interest asserted by petitioners, redis­

tribution of fishery entry permits based on 
a system free of statutory classifications, 
was not in an elevated position on the Er­
ickson sliding scale and. as such, was an 
interest as to which the rational bajts test 
was to be applied in determining constitu­
tionality of the transferability provisions of 
the Limited Entry Act. AS 16.43.150(h). 
16.43.170(b). Const. Art. 1. $ 1; C.S.C A. 
Const-Amend. II.

9. Constitutional Law *>236 
Fish *=9
Transferability provisions of the Limit­

ed Entry Act. permuting tniufer of fishery 
entry permit to another person upon 60 
days notice -if intent by permit holder or a 
transfer to sumvmg spouse upon death of 
holder, advance causes of conservation, 
aquacullura! and adherence lo fish and 
game laws and. as vuch, are not violative of 
equai protection AS 16 43 150<h|. 1643*
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170(b); Const. Art. 1. § 1; U S.C.A. Const. 
Amends. 5, 14.

John B. Gaguino, Asst. Alty. Gen.. Jona­
than K. Tillinghnat, Asst Atty. Gen.. Wil­
son L. Condon. Alty. Gen.. Juneau, for ap- 
pellant/cross-appolleo.
Frederick Paul. Paul. Johnson. Paul & 

Riley, Seattle. Wash., for Harold C. Ostr»- 
sky.
Robert H. WagsUff, Wagstaff. Middle­

ton & Pope, Anchorage, for Lon and Ju- 
lianne Ostrosky.

Before BURKE. C.J..and RABINOWIT2. 
MATTHEWS and COMPTON. JJ.

OPINION

MATTHEWS. Justice.
The iuuis presented in this case an
li whether the entry restrictions of 

Limited Entry Act. AS 16.43.010-380. -
late the following provisions of the Ala.-*.. 
Constitution:
(a) article VIII. section 3, which rever-. - 
naturally occurring fish to the people i'•■r 
common use;
(b) article I. section 1, which guarantee- 
all persons equal nghta and opportur.- 
’ ies;
2) whether the transferability provisi - 

of the Limited Entry Act. under which 
try permits can be sold or inherited. A.- 
1643.150(h), and .170, violate 
(a) article VIII. section 15 of the Ala.->..i 
Constitution, prohibiting exclusive n g - 
or special privileges of fishery:
Ibl article VIII. section 3 of the Ala.-*.. 
Constitution, preserving naturally occ.* 
nng fish to the people for common j-.- 
(cl article I. section 1 of the Alaska • ' -• 
stitut'on. guaranteeing all persons .. 
nghta and opportunities) 
id) (he equal protection clause -if '*• 
fourteenth amendment to the l 'r  •• 
Stales Constitution.

The supenor court answered the q u n 1. . - 

designated above as 2fa) and (cl if*
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affirmative. Wc answer all of them in the 
negative, and reverse.

I. FACTS 
When Harold Ostrosky and his two 

daughters. Lon and Julianne. operated 
salmon drift net gear in Bristol Bay with* 
out entry permits they were cited for illegal 
possession of commercially caught fish,1 and 
illegal commercial fishing.2
The three went to tnal and were convict­

ed. Mr. Ostrosky was fined 110,000, with 
19,000 suspended, and Lon and Julianne 
were each fined 15.000. with 14.500 sus­
pended. In addition, the boat on which 
they were fishing, the Lon K.O., was or-

1. 40 AAC 03 110 provides
PERMIT REQUIRED TO POSSESS FISH 

OR SHELLFISH id  It is unlawful for any 
person to possess, within water subject to 
the jurisdiction of the state, any ftih or shell­
fish, taken for a commercial purpose, aboard 
a fishing vetsel commonlv used for taking 
that species of fish or shellfish unless the 
person has m his possession a valid interim- 
use or entry permit card allowing him to take 
the fish or shellfish in his possession with the 
gear with which the vessel is equipped unless 
waived b> the commission for good cause.

(b> At used m this section, a "commercial 
purpose" includes any sale, purchase, trade, 
gift, or any portion of a commercul transac­
tion

2. 20 AAC 05 100 provides
PERMIT REQUIRED TO OPERATE GEAR 

fa) It it unlawful for any person to operate 
gear, wthin water subject to the junsdictioo 
of the state, for the commercial taking of any 
fishery resource without a valid mttnm-use 
or entry permit card tuned by the commis­
sion authorizing that person to operate that 
type of gear in that fishery unleu waived by 
the commission for good cause To be valid, 
an interim-use jwrmn or entry permit card 
issued by ihe commission must be signed in 
the space provided by the person named as 
the card holders [uc|

X  The court's decision mating to these issues 
states as follows

The defendants state constitutional chal­
lenge involves two teuted aiguarnu first, 
that the Act i inheritance md transfer provi­
sions create in permit holders an "fK lutne 
right of fishery ’ in vsotauon of Art V III. 
sec 13. and second that these pmvmoot 
create a wealth and famiUal datsfleatjcn m 
viola tun -if the Vrt I. sec 1 gua/imee of 
equal treatment

tiered forfeited to the state, with the forfei­
ture suspended for two yuan.
Lori and Julianne filer) an application for 

post-conviction relief, claiming their convic­
tions were invalid because the provisions of 
the Limited Entry Act regarding transfer 
of entry permits violated state and federal 
constitutional requirements. Mr. Ostroaky 
joined in this position. The superior court 
held that the transferability provisions of 
the Limited Entry Act violate article VIII, 
section 15 of the Alaska Constitution, pro­
hibiting exclusive rights of fishery, and ar­
ticle I. section 1 of the Alaska Constitution, 
guaranteeing ail persons equal rights and 
opportunities.1 The court granted post-con­
viction relief to the Ostroskys.

Article V III. sec 15. as amended ia 1972. 
provides:

No exclusive nght of fishery. No exclusive 
right or special privilege of fishery shall be 
created or authorized tn the natural waters of 
the sute. This section does not restrict the 
power of the sute to limit entry tnto any 
fishery for purposes of resource conserva­
tion. to prevent economic dittraei among 
fishermen and those dependent upon them 
for a livelihood and to promote the efficient 
development of aquaculture in tha sate.
The Act was passed under the authority of 
this constitutional provision. The obvious 
tension between the ban on "exclusive rights 
or privilege of fishery" on the one band and 
the grant of power to "limit entry into any 
fishery to present economic dutiess 
among fishermen and those dependant upon 
them for a livelihood " on the other hand 
is reflected in the Act which has as its pur­
pose limitation of entry without ‘unjust dis­
crimination." AS 16 43 010(a). The elabo­
rate ranking system for the award of initial 
free perm iu, AS 1643 200- 270. 20 AAC 03 - 
600-6*0. represents the legislative accommo­
dation of this tension This initial allocation 
system has been held to be cocwututlooal. 
(Cdmmf/riaJ Fishm ri Entry Commission v. 
ApoktCtk. 606 P 2d 1233, 1261-68)

An analysts of the Act in terms of Art V1IL 
sec IS is not necessary, however, since the 
issue is subsumed m the equai protection 
analysis AH V III. sec. 13 give* specific 
exprettiun of the facu which go uuo the 
equal protection analysis In State r .  E n t k -  

son. 374 P2d I (Alaska 1978) the court 
adopted the single equal protection test 

Initially, we must look to the purpose of 
the statute, viewing the legislation u  a 
•  hole, and the urcumttances unrounding it  
It mutt be 'Jetermined that this purpose is 
legitimate. that u tills within the police pew.


