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OVERVIEW OF CRAB COMMUNITY SOCIOECONOMIC PROFILES

In addition to discussions of background, methodology, and experience with rationalization programs, this
document contains profiles of selected communities that are engaged in, and substantially dependent upon,
the Bering Sea/Aleutian Islands (BSAI) crab fishery. The nature of engagement with, and the level of
dependence upon, the crab fishery varies from community to community.

This section is guided, in part, by National Standard 8 under the Magnuson-Stevens Act (MSA). National
Standard 8 is part of a set of standards that apply to all Fishery Management Plans (FMPs) and regulations
promulgated to implement such plans. Specifically, National Standard 8 states that:

Conservation and management measures shall, consistent with the conservation requirements
of this [Magnuson-Stevens] Act (including the prevention of overfishing and rebuilding of
overfished stocks), take into account the importance of fishery resources to fishing
communities in order to (A) provide for the sustained participation of such communities and
(B) to the extent practicable, minimize adverse economic impacts on such communities (Sec.
301(a)(8)).

The MSA defines a "fishing community” as "...a community which is substantially dependent on or
substantially engaged in the harvest or processing of fishery resources to meet social and economic needs,
and includes fishing vessel owners, operators, and crew, and United States fish processors that are based in
such community" (Sec. 3 [16]). The National Marine Fisheries Service (NMFS) further specifies in the
National Standard guidelines that a fishing community is "...a social or economic group whose members
reside in a specific location and share a common dependency on commercial, recreational, or subsistence
fishing or on directly related fisheries dependent services and industries (for example, boatyards, ice
suppliers, tackle shops)" (63 FR 24235, May 1, 1998). "Sustained participation” is defined by NMFS as
"...continued access to the fishery within the constraints of the condition of the resource™ (63 FR 24235, May
1,1998).

Consistent with National Standard 8, this section identifies affected regions and communities and describes
and assesses the nature and magnitude of their dependence on and engagement in the BSAI crab fisheries.
While this section does not contain detailed analyses of the potential impacts of individual management
alternatives or options under consideration in the main body of this Environmental Impact Statement (EIS),
each community profile contains a general consideration of the direction and magnitude of change likely
under the main alternatives.

1.0 BACKGROUND AND METHODOLOGY

For the purposes of this social impact assessment, a two-pronged approach to analyzing the community or
regional components of potential change associated with the proposed crab management alternatives was
utilized. First, summary tables based on existing quantitative fishery information (and accompanying
narrative discussions) were developed to illustrate patterns of participation in the various components of the
fishery, and these were presented in the main body of the EIS. This analysis, contained in Section 3.4.4 of
the EIS, focuses on fishery sectors (harvesters, catcher processors, and processors) and portrays the existing
conditions or baseline distribution of these sectors across communities and regions. The associated analysis
of alternatives (Section 4.6.5 of the EIS) discussions looks at the potential differential distribution of impacts
to communities and regions that could accompany potential changes in the sectors brought about by the
various management alternatives. As discussed in Section 3.4.4, however, there are substantial limitations
on the data that can be utilized for these purposes, based on confidentiality restrictions. A prime example of
this is where a community is the site of a single processor, or even two or three processors. No information
can be disclosed about the volume and value of crab landings in those communities. This, obviously, severely
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limits quantitative discussions of the potential impacts of alternatives on those communities. In short, the
frame of reference or unit of analysis in Section 3.4.4 is the individual sector. Combining information on the
distribution of those sectors across communities with information on alternative induced changes to the
individual sectors, it is (in theory) relatively straightforward to see how impacts to any given sector may be
differentially distributed across communities and regions within this framework. The practicalities of data
limitations, however, serve to restrict this discussion.

The second approach to producing a comprehensive social impact assessment involved selecting a subset of
BSAI crab communities for characterization to describe the range, direction, and likely order of magnitude
of social and community level impacts associated with the management alternatives for the relevant crab
fisheries. The approach of using a subset of communities rather than attempting detailed characterization of
all of the communities in the region(s) involved was chosen due to the practicalities of time and resource
constraints. As noted in the main body of the document, and elaborated below, the total set of communities
engaged in the fishery is numerous and far-flung. Communities (and types of potential or likely impacts) vary
based upon the type of engagement of the individual community in the fishery, whether it is through being
home port of a portion of the catcher vessel fleet, being the location of shore-based processing, being the base
of catcher processor or floating processor ownership or activity, or being the location of fishery support sector
businesses. In short, the approach employed in this document (Appendix 3 to the EIS), uses the community
or region as the frame of reference or unit of analysis (as opposed to the fishery sector as in the first approach
[in Section 3.4.4 of the EIS itself]). This approach examines, within the community or region, the local
nature of engagement or dependence on the fishery in terms of the various sectors present in the community
and the relationship of those sectors (in terms of size and composition, among other factors) to the rest of the
local social and economic context. This approach then explores the likely social and community impacts that
would result from the rationalization associated changes to the locally present sectors in combination with
other community specific attributes and socioeconomic characteristics.

In terms of the catcher vessel or harvest sector component of the fishery, many communities across a very
wide area are involved in the fishery, but marked areas of concentration of the fleet are apparent. Table 1.0-1
summarizes the location of the fleet by crab fishery participation for all communities in the 1991-2000 period
that had two or more vessels (on an annual average basis) participate in the BSAI crab fisheries included in
the proposed management alternatives analyzed in this EIS.* In addition to the communities listed in the
table, a fairly long list of communities participated in the BSAI crab fisheries over the 1991-2000 era, but

1 In this document, "PMA crab" is used in data tables as an abbreviated reference to relevant BSAI crab species that are
being considered for inclusion in the Proposed Management Alternatives in this EIS (the rationalization alternatives, along with the
status quo alternative). Crab speciesand stocks included in the proposed alternatives include Adak (Western Aleutian Islands [WAI])
brown (golden) king crab (Lithodes aequispina), Adak (WAI) red king crab (Paralithodes camtschaticus), Bristol Bay red king crab
(P. camtschaticus), Bering Sea opilio (snow) crab (Chionoecetes opilio), Bering Sea tanner (C. bairdi), Dutch Harbor (Eastern
Aleutian Islands [EAI]) brown (golden) king crab (L. aequispina), Pribilof blue king crab (P. platypus), Pribilof red king crab (P.
camtschaticus), and St. Matthew blue king crab (P. platypus). Three additional species or stocks were originally proposed for
inclusion in the rationalization program but were later excluded (and do not appear in the quantitative data tables in this section) due
to low levels of harvest and/or recent multi-year closures: Dutch Harbor (EAI) red king crab (P. camtschaticus), EAI tanner (C.
bairdi), and WAI tanner (C. bairdi). The rationalization program includes Adak red king crab west of 179° W Longitude and
excludes it east of this line, but the tables in this section include data for this species/stock from both sides of the line. In the tables,
the "non-PMA" crab designation includes all crab species not proposed for inclusion in the rationalization program including, among
others, species covered by the BSAI crab FMP but managed under state discretion via an ADF&G commissioner's permit (e.g. Al
scarlet king crab [L. couesi]), BSAI federal waters fishery crab managed by the state and not included in the FMP (e.g., Korean hair
crab [Erimacrus isenbeckii]), low-volume primarily state water fisheries (e.g., Aleutian District Dungeness [Cancer magister], or
non-BSAI FMP area federal fisheries (e.g., multiple Gulf of Alaska crab fisheries).
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these communities averaged less than two vessels on an annual basis.? It is important to note, as discussed
in the individual community profiles in this document (Appendix 3) as well as in the main body of the EIS
(in Section 3.4.4), the number of participating vessels from a given community is not necessarily indicative
of the relative volume and value of harvest associated with that community.

Table1.0-1 Average Annual Number of Vessels Participating (qualified landings) in Relevant BSAI
Crab Fisheries 1991-2000 by Community (with a minimum average of two vessels)
Bristol Bay | Bering Sea | Bering Sea | BBR/BSO/ Total
Red Opilio Tanner BST Other 6 All 9 PMA
State City (BBR) (BSO) (BST) Combined | PMA Crab Crab
Alaska Kodiak 28.6 31.9 20.9 37.1 19.6 38.6
Homer 6.2 7.8 5.0 8.3 4.8 8.3
Anchorage 4.3 5.6 2.7 6.1 3.2 6.1
Sand Point 2.9 3.1 2.1 3.8 2.6 4.5
Petersburg 3.1 4.0 1.9 4.0 1.6 4.0
Unalaska 14 2.1 0.9 3.0 2.4 3.4
King Cove 2.3 2.1 1.6 3.1 14 3.1
Cordova 1.5 1.8 1.3 2.0 0.8 2.0
Oregon Newport 6.9 7.5 4.5 9.4 4.9 10.6
Washington | Seattle-Tacoma 107.3 125.8 75.3 146.0 68.8 147.2
CMSA*
Bellingham 1.6 2.1 1.0 2.3 0.6 2.3
Notes:  Average vessel counts for combined crab categories based on 10 years. Average vessel counts for

individual crab fisheries are based on the number of years 1991-2000 each was actually open (BBR 8
years; BSO, 10 years; BST, 6 years).
* Seattle-Tacoma Consolidated Metropolitan Statistical Area, comprised of King, Pierce, and Snohomish Counties.

In terms of processing, crab processors include catcher processors, floaters, and shore-based plants spread
over a broad geographic base of participation, but a marked concentration of capacity analogous to that seen
in the catcher fleet is also present among processors. While there are over 100 facilities throughout Alaska
that process BSAI crab, most crab is processed by the relatively limited set of American Fisheries Act (AFA)
qualified processors located in Unalaska/Dutch Harbor, Akutan, and King Cove (NMFS 2002). Table 1.0-2
summarizes the location of operations for processors for all communities in the 1991-2000 period that had
an annual average of greater than 0.5 processors participating in the BSAI crab fisheries covered by the
proposed management alternatives. In addition to the communities listed in the table, around a dozen
communities participated in the BSAI crab fisheries over the 1991-2000 era but averaged less than 0.5

2 In addition to the communities shown in Table 1.0-1, participation of Alaska communities by fewer than an average of
two vessels (in order of participation) included Kenai, Seldovia, Yakutat, Seward, Sitka, Akutan, and Soldotna. In Washington,
named places within the Seattle-Tacoma Consolidated Metropolitan Statistical Area (CMSA) that included an average greater than
two vessels included Seattle, Edmonds, Bellevue, Lynnwood, and Mercer Island; communities in the Seattle-Tacoma CMSA with
an average of less than two vessels included Milton, Bothell, Mill Creek, Redmond, Snohomish, Kirkland, Stanwood, Woodinville,
Shoreline, Mukilteo, Gig Harbor, Issaquah, Kent, Bainbridge Island, Brier, Carnation, Monroe, Vashon, Everett, Federal Way, and
Tacoma. Communities in Washington outside the Seattle-Tacoma CMSA that included an average of less than two vessels included
Chehalis, Cathlamet, Olympia, Sedro Wooley, Edison, Polsho, Curtis, Manson, Oysterville, Longview, Ocean Shores, Camano Island,
Anacortes, Clinton, Nahcotta, Oak Harbor, and South Bend. Communities in Oregon with less than two vessels annual average
participation included Prineville, Seal Rock, Cascade Locks, Warrenton, Hammond, South Beach, and Depoe Bay. Communities
in other states with fewer than two vessels annual participation include Richmond CA, Stryker MT, Kailua (Kona) HI, Emmett ID,
Swanlake MT, Brewster MA, Mankato MN, Lake Havasu AZ, and Lakeside MT.

APPENDIX 3 — SOCIAL IMPACT ASSESSMENT 3 AUGUST 2004



processors on an annual basis.®> As shown in the table, not all processors have designating operating areas
and are thus not assigned to communities. These include catcher processors, and a number of (but by no
means all) floating processors. This table (Table 1.0-2) is intended to portray the geographic spread of
processing by number of processing facilities; caution should be applied if this information is used for other
purposes. A primary caution is that the number of participating entities in a community does not necessarily
correspond to volume and value of crab processed. For example, while Kodiak is shown as the number three
community in terms of average annual number of processors running BSAI crab, this represents a relatively
low volume and value of crab compared with some other communities, as discussed in the Kodiak community
profile. Similarly, a small number of processors does not equate to an insignificant amount of

Table1.0-2  Average Annual Number of Processors in Relevant BSAI Crab Fisheries 1991-2000 by

Community (with a minimum average of 0.5 processors)
Bristol Bay | Bering Sea | Bering Sea | BBR/BSO/ Total
Designation Red Opilio Tanner BST Other 6 All 9 PMA
Status City (BBR) (BSO) (BST) Combined | PMA Crab Crab
Operating Unalaska 7.1 9.1 8.5 9.7 5.7 9.9
Area St. Paul 0.9 5.9 2.0 5.9 2.4 5.9
Designated -
Kodiak 34 3.0 6.2 5.3 1.2 54
St. Matthews 0.0 0.3 0.0 0.3 1.9 2.2
King Cove 1.0 1.5 1.3 1.7 0.8 1.7
Anchorage 0.5 0.7 1.0 1.2 0.6 1.3
Port Moller 1.1 0.0 1.5 1.2 0.0 1.2
Akutan 1.0 1.0 1.2 1.1 0.8 1.1
St. George 0.0 1.0 0.2 1.1 0.0 1.1
Operating | Catcher 10.8 16.0 15.7 16.6 5.9 175
Area Not Processors
Designated ;
Undesignated 3.4 5.1 7.0 8.3 2.3 9.0
Floaters

Notes: Multiple facilities operating in the same location for the same processor were only counted once (most
commonly multiple floaters).
Facilities of the same company operating in different communities were counted in each such community.
Floaters were counted once for each community in which they operated in any given year.
Floaters assignable to specific locations were so assigned — others are shown as "undesignated.”
Catcher processors by definition have no specific processing location
Averages for individual fisheries were calculated using only those years each fishery was open in the
period 1991-2000.

Source: Summarized from the NPFMC Bering Sea Crab Data Base/2001_1

crab being processed. For example, while specific production figures are confidential, it is common
knowledge that the single plant in Akutan is a relatively large operation, so this community may see more
crab processed locally than some communities with more processing entities present. It is also important to
note that although BSAI crab processing operations take place in Alaska, and Alaskan communities derive

® In addition to the communities shown in Table 1.0-2, participation of Alaska communities with fewer than an annual
average of 0.5 processors over the years 1991-2000 include Adak and Homer (0.4 average); Cordova, False Pass, and Wasilla (0.3
average); Naknek and Ninilchik (0.2 average); and Chignik and Dillingham (0.1 average). In addition to communities, Kiska (an
island in the Rat Islands group in the far western Aleutians), Lost Harbor (a bay on the western side of Akun Island, in the Fox Islands
group of Aleutian Islands to the east of Akutan), and Tanaga (in the Andreanof Islands group of Aleutian Islands approximately 50
miles west of Adak), three geographic areas without nearby communities/resident populations, are listed as having seen some
processing activity during this time (each has a 0.1 average). The data set also shows that an annual average of 0.3 processors
operated in the South Region that do not have a community associated with the processing records.
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substantial benefits from these operations (through tax revenues, associated business activity, and so on), the
ownership of crab processors or, perhaps more accurately, the ownership/management of the large majority
of crab processing capacity is largely concentrated in Seattle.

In terms of the location of the BSAI crab fishery support sector, as discussed in the individual profiles,
Unalaska/Dutch Harbor is the center of support for the fishery within Alaska, with a secondary cluster of
businesses in Kodiak. In the smaller participating communities, fleet support is typically provided through
processor facilities. In the Pacific Northwest, and for the fishery as a whole, the greater Seattle area is the
center for the BSAI crab fishery support service sector.

As discussed in the main body of the text, the North Pacific Fishery Management Council (NPFMC) recently
completed a process of evaluating several major management alternatives to rationalize the BSAI crab
fisheries, including Individual Fishing Quota (IFQ) type models and fishery cooperative models. Each of
these primary models included options for inclusion of processor interests and fishery community interests.
The specific rationalization program developed as the preferred alternative by the NPFMC, the "three-pie"
approach, has become one of the main alternatives in this subsequent EIS. A major consideration in the
rationalization analysis process was the potential economic impacts to the various sectors in the crab fisheries,
as well as the social and economic impacts to communities and regions dependent upon these fisheries. This
focus has extended to the EIS analysis process. The purpose of the information contained in this section is
to supplement the NPFMC and NMFS staff analyses with information relevant to the assessment of potential
community and regional social impacts. The communities profiled in this section include:

. Unalaska/Dutch Harbor - as the Alaskan center of the processing and support sectors for the fishery
(among other ties). Good recent information exists for the community in other NPFMC/NMFS
documents but tends to be groundfish oriented. Limited fieldwork was conducted in the community
to fill this gap.

. Akutan - as a center community in terms of processing, but with very limited engagement via direct
harvest participation and/or support service sector involvement. Akutan is unique in its blend of a
developed processing location and Community Development Quota (CDQ) status, and nature of the
industrial enclave and traditional village distinctions seen in the community. Relevant recent
material was available from earlier NPFMC/NMFS documents, but was somewhat dated. Due to
logistical and other pragmatic considerations, this community profile was updated with available
secondary information and supplemented with a limited amount of data gathered in a few interviews
with relevant processing and municipal entity personnel in Anchorage and Seattle.

. King Cove - as a non-center community, but heavily involved in the fishery, primarily due to local
processing, and with some local harvest engagement. There is some relevant recent material
available from earlier NPFMC/NMFS documents, but much of the material is quite dated. Limited
fieldwork was conducted in the community to supplement these data.

. Sand Point - like King Cove is a hon-center community, but is involved in the fishery primarily
through local harvest engagement. No BSAI crab processing has taken place in the community in
recent years. Relevant recent material was available from earlier NPFMC/NMFS documents but was
somewhat dated. Due to logistical and other pragmatic considerations, this community profile was
updated with available secondary information and supplemented with limited data gathered in a few
interviews with relevant entity personnel in Anchorage and Seattle.

. Adak - as a developing fisheries community, in marked counterpoint to the existing developed
communities, as rationalization approaches based on historical participation would have
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fundamentally different impacts in a developing rather than an established community. There is
virtually no current descriptive information available on the community. This is an important study
community due to the conversion from a military to a civilian community, the links of the community
to the regional Alaska Native Claims Settlement Act (ANCSA) corporation, its unique position in
the western Aleutians, and the importance of local fisheries development for the economic viability
of the community. It is also important as a representative community of potential preclusion issues
associated with rationalization. The analysis of these factors was addressed through limited
fieldwork in the community.

. St. Paul - as the focus of the "North Region" in the crab analysis. The most recent comprehensive
fisheries-oriented community profile dates from Inshore/Offshore-1 a decade ago and required
updating. Limited fieldwork was conducted in the community to address this shortcoming.

. St. George - as a "North Region" region community with relatively low levels of historic
participation in the fishery and one that is therefore potentially vulnerable to preclusion from future
consideration in the fishery. St. George may also be seen as representative of communities that have
benefitted from mobile but not “permanent” shore processing. Recent NPFMC/NMFS documents
do not contain detailed information on the engagement of the community in the fishery, and limited
fieldwork was conducted in the community to address this shortcoming.

. Kodiak - as the Alaskan center of the harvest sector of the fishery (among other ties). There was
recent material to build upon from earlier NPFMC/NMFS documents, but it was groundfish oriented,
and in some cases quite dated. Limited fieldwork was conducted in the community to supplement
these data.

. Seattle - as the economic center of the fishery, both for the Pacific Northwest as a region and the
fishery as a whole. Like Unalaska/Dutch Harbor, good recent information exists from recent
NPFMC/NMFS documents but is groundfish oriented. This has required updating, and some limited
fieldwork was conducted as a supplement to compiling secondary data.

. Community Development Quota region - due to CDQ-specific program links to the fishery. This
profile builds on analysis that was completed for earlier NPFMC/NFMS documents, particularly the
Steller Sea Lion Protection Measures Supplemental Environmental Impact Statement (SEIS). (NMFS
2001a). This update was performed using secondary data.

A more detailed discussion of the specific methodological approach used for this section is provided in Social
Impact Assessment (SIA) Attachment 1: Social Impact Assessment Study Methodology.
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2.0 ALASKA COMMUNITIES
2.1 INTRODUCTION

In this section, eight Alaska communities with direct links to the BSAI crab fishery are profiled in detail.
These are Unalaska, Akutan, King Cove, Sand Point, Adak, St. Paul, St. George, and Kodiak. These
communities vary in their geographic relation to the fishery; their historical relationship to the fishery; the
nature of their contemporary engagement with the fishery through local harvesting, processing, and support
sector activity or ownership; their local governmental structures; their participation in the CDQ program; and
their contemporary social and economic structures. Each of these factors alone and in combination influences
the direction and magnitude of potential social impacts associated with the BSAI crab fishery proposed
management alternatives. These alternatives are mentioned in overview in this introductory section and are
developed as appropriate and relevant in the individual community profiles. Additionally, with respect to the
rationalization alternatives, there have been "lessons learned" through experience with other instances of
fisheries rationalization programs, notably the halibut and sablefish IFQ programs and the pollock
cooperatives institutionalized under the provisions of the AFA. These are also mentioned in overview in this
introduction section and detailed where appropriate in the individual community profiles. Finally, this
introduction contains an overview of the likely social impacts of the crab fishing capacity reduction program
that is occurring in parallel with this proposed management alternative analysis effort.

Community Variability

The communities involved in the BSAI crab fisheries vary along a number of important dimensions that serve
to differentiate the present communities in terms of their engagement in and dependency on the fisheries and
that would serve to influence the differential distribution of impacts that would result from the various
proposed management alternatives. These dimensions are briefly summarized in this section and include
location and historical ties to the fishery, local governmental structures, participation in the CDQ program,
and the contemporary social and economic structure of the communities.

Location and Historical Ties to the Fishery

BSAI crab fishery communities are spread over a wide geography. St. Paul and St. George, located in the
Pribilof Islands, are literally in the middle of the Bering Sea. Unalaska, Akutan, and Adak, on the Aleutian
Chain, are located on the southern rim of the Bering Sea. King Cove, Sand Point, and Kodiak, on the Alaska
Peninsula, Popof Island, and Kodiak Island, respectively, are located on the Gulf of Alaska; nonetheless,
significant BSAI commercial fishery processing takes place in these communities. In general, Aleutians East
Borough (AEB) communities on or near the Alaska Peninsula, such as King Cove and Sand Point, have
typically accessed fishery resources in both the Bering Sea and the Gulf of Alaska, whereas the Aleutians
West Census Area communities have focused more on Bering Sea (and Aleutian Islands) area fishery
resources. While this theoretically gives the AEB communities an increased range of flexibility, in practical
terms it means that these communities are also vulnerable to downturns of fisheries in either major area.
Kodiak vessels and plants have historically harvested and processed more distant BSAI resources as well as
geographically more readily accessible Gulf of Alaska resources. Figure 2.1-1 shows the location of the FMP
areas for the Bering Sea, Aleutian Islands, and Gulf of Alaska. Figure 2.1-2 shows the location of the
communities in the Aleutians West Census Area and the AEB. Figure 2.1-3 shows the location of the
communities within the Kodiak Island Borough.
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These communities profiled have very different histories with respect to the Bering Sea and Aleutian Islands
crab fisheries. Early in the development of these fisheries, Kodiak was the center of crab processing.
Somewhat later, Unalaska/Dutch Harbor emerged as the center of both processing and fishery support
activity, a position it has held since the crab boom years of the late 1970s. Akutan, as a village proper, has
had little direct involvement with the commercial fisheries of the region, but it has also been the site of
commercial trapping, whaling, and fisheries activity for over a century. King Cove, a community with a
substantial fisheries-based economy for the better part of a century, has emerged as a multispecies-dependent
community wherein crab plays a major role. Sand Point has a history similar to that of King Cove, but it has
seen no processing engagement with BSAI crab in recent years. St. Paul and St. George have quite a different
historical relationships to local commercial natural resource utilization than Unalaska, Akutan, King Cove,
or Sand Point. Both St. Paul and St. George were founded upon and for decades were sustained by a
commercial harvest of marine mammals rather than fishery resources. Further, these Pribilof communities
face fishery development challenges not seen in the other communities profiled. Despite being adjacent to
waters where a great deal of crab harvest activity takes place, St. Paul has seen little onshore commercial
fisheries-related development, due to a lack of adequate harbor facilities and infrastructure as well as
logistical challenges inherent in a location that is relatively remote from major transportation routes and the
environmental constraints of more extreme weather and ice conditions resulting from its northerly location.
St. George has seen considerably less shore-based processing activity than St. Paul and faces even greater
harbor challenges than its larger neighbor.

Adak has yet a different historical relationship to the fishery. Like St. Paul and St. George, Adak historically
did not have a commercial fisheries-based economy. While some commercial fishing related activity has
taken place over the years, Adak was firstand foremost (and virtually exclusively) a military community until
very recently. This has meant that the recently emerged civilian community is essentially attempting to build
afisheries-based local economy from scratch. Kodiak, which early in the development of the Bering Sea crab
fishery was at its economic if not geographic center, has in more recent years effectively been pushed to the
periphery of this fishery by the development of crab harvesting, processing, and fishery support capacity
elsewhere. These varying historical relationships with the fisheries have served to shape the contemporary
involvement with the BSAI crab fisheries and will influence the way that social impacts resulting from crab
fishery management decisions will be differentially distributed between and within communities.

Changes in the pattern of distribution of BSAI crab harvesting, processing, or ownership of (or effective
access to) quota could have both direct and indirect economic consequences for any or all of the principal
ports. While it is clear that changes in overall quota would have an impact on these communities (and have
in the past), major shifts in the way even a constant quota or total allowable catch (TAC)/guideline harvest
level (GHL) is pursued could serve to effectively shift resources between and among sectors and associated
communities. Inaddition to the historical/structural differences between communities, these impacts would
not be uniform in distribution across the eight communities profiled, owing to proximity to fishing grounds,
differing natures of resident and nonresident fleets that make local and non-local deliveries, locally owned
or locally sited processing plant capacity and capability differences, availability and variety of support
facilities offered, and intermediate and final markets served, among other factors.

Local Governmental Structures and the Aleutians East Borough

Beyond the differences in the localized structure of the fisheries and the associated private sector businesses
in the communities that tend to channel fishery management-related social or socioeconomic impacts, there
are also differences in public sector structures and these also influence the nature and magnitude of potential
localized social impacts. The communities have somewhat different local government structures, and this,
in turn, influences the distribution of public revenues that accrue from the crab fishery. Unalaska/Dutch
Harbor, Adak, St. Paul, and St. George are municipalities outside of organized boroughs. Akutan, King Cove,

APPENDIX 3 — SOCIAL IMPACT ASSESSMENT 11 AUGUST 2004



and Sand Point are part of the AEB, and Kodiak is part of the Kodiak Island Borough. Whether or not
communities are within a borough has a direct impact on the way that fishery-associated tax revenues are
distributed among and between communities, including regional communities not directly involved with the
fishery. This is nowhere more obvious than in the AEB, where Akutan, King Cove, and Sand Point are the
primary drivers of the fisheries-based portion of the borough economy. The Kodiak Island Borough is
discussed in overview in the Kodiak community profile which notes the borough participates in the BSAI
crab fisheries to a very large degree through the community of Kodiak itself. Since the AEB spans three
major communities that participate directly in the open access BSAI crab fisheries and others that participate
in the CDQ portion of the fisheries, some additional information on the AEB itself is presented here.

While local (community) revenues are discussed in the individual community profiles, the following is a brief
description of the interrelationships of revenues within the AEB structure:

. According to the AEB Manager (Juettner, personal communication, 2001%), the AEB will receive a
total of $1.4 million as its share of the Fishery Business Tax (FBT) for the 2000 fishery from all
species including groundfish, crab, salmon, and other fisheries processed in the AEB. The State of
Alaska shares the FBT (calculated generally as 3 percent of ex-vessel value) as follows:

. 1.5 percent goes to the state

. 1.5 percent (i.e., one-half of the 3 percent collected) goes to the local governments in whose
jurisdiction the processing occurs, which in turn is split 50 percent to the city and 50 percent
to the borough®

. All of the processing in the AEB takes place within cities in the borough, and therefore the borough
shares all of the FBT 50-50 with the city in which the processing occurs. Therefore, the AEB's $1.4
million FBT revenue represents 0.75 percent of the total ex-vessel value processed in the AEB (with
the other 0.75 percent [i.e., the other half of the 1.5 percent the state shares with local governments]
going directly to the cities). Dividing $1.4 million by 0.0075 yields an estimated $187.7 million total
ex-vessel value of processing in the AEB. Unfortunately for the purposes of further analysis,
information from the AEB indicating species-specific ex-vessel values is confidential and cannot be
released.

. In addition to the State FBT, the AEB and each community within the AEB collects local fish taxes
of 2 percent, except for Akutan, which taxes at a 1 percent rate. Thus, all processors in the AEB
(with the exception of Akutan) pay 5.5 percent of ex-vessel value in taxes, and for Akutan the
analogous figure is 4.5 percent. Assuming that roughly 50 percent of the total tax revenue was
generated in Akutan and 50 percent in other communities within the AEB, the average fish tax
collected in AEB communities is 5 percent of the total ex-vessel value.

It is also important to note that significant impacts through loss of fishery-related revenue that could result
from fishery management actions would be felt in all AEB communities, not just those communities directly
engaged in the fishery. This is the case because communities without major processing plants (Cold Bay,

4 Juettner, Robert, Borough Manager, Aleutians East Borough, AK. Personal communication 7/01

S If processing occurs outside of any local government jurisdiction (for example, when a floating processor operates in
Beaver Inlet on Unalaska Island), the state shares the taxes with all communities in the "unorganized borough" (i.e., all communities
in the state outside of organized boroughs). This includes communities such as Unalaska and Adak (and many other communities
throughout the state), but not King Cove or others within the AEB.
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False Pass, and Nelson Lagoon) normally benefit from borough expenditures that are made possible by
collection of fishery-related revenue in communities with major plants (Akutan, King Cove, and Sand Point).
Given that changes in tax revenue resulting from changes in crab landing patterns in one community within
the borough are directly linked to expenditures in other communities in the borough (for example, a decline
in fish tax revenue in King Cove paid to the AEB would impact Nelson Lagoon if it were large enough to
necessitate reductions in school expenditures), the borough structure would serve to distribute impacts to
communities in a different way than seen in the rest of the region that has no such structure. A recently
released report commissioned by the AEB (McDowell Group 2001) underscores the importance of
commercial fisheries to the AEB as a whole by noting that seafood industry accounts for approximately 99
percent of the AEB's basic economic employment, 76 percent of all employment, and — through fish taxes
— 40 percent of the operating budget for the AEB government. An additional AEB commissioned report
regarding groundfish trawling restrictions (Noble 2000) provides additional quantitative detail on borough
fisheries engagement as do two recent studies on groundfish related assessments (Northern Economics 2001a,
2001b).

While quantitative data on fish taxes from individual communities within the AEB are subject to
confidentiality restrictions, Table 2.1-1 presents direct fish tax revenue data for the borough as a whole for
all fisheries. As shown, there is considerable variability from year to year, ranging between $3 million and
$5 million over the span 1990 to 2001. Because of the limited number of processors for some individual
species, it is not possible to break out the relative importance of species for revenues to communities, but
some detail on the relative importance of crab relative to groundfish and salmon for the harvest fleet at the
borough level and for selected communities may be found in a study recently commissioned by the Southwest
Alaska Municipal Conference (Northern Economics 2001c), and individual fleet characteristics with respect
to the crab fishery itself are discussed in the individual community profiles in the following sections of this
document. Public testimony from the AEB before the NPFMC during the BSAI management alternative
selection process suggests that crab ranged from slightly under one-tenth to over one-third of the borough’s
fish tax revenue from year to year since FY 1994, with a cumulative total of roughly one-quarter of annual
borough fish taxes over this time period.®

®The AEB (and some of its constituent communities) have also released species and community-specific data during the
public testimony process that cannot be presented in the body of this document due to confidentiality restrictions. Some of these data
were presented in written form and were available at NPFMC meetings in 2002 and will likely appear in the compendium of public
comments that will accompany this EIS.
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Table 2.1-1

Aleutians East Borough Selected Fisheries-Related Revenues (in dollars), Fiscal
Years 1990-2001

Selected Fishery Revenue Source
Fiscal Four Source
Year Borough State S'[teiirtreitgi(igla_ State Fish Total
Raw Fish Tax Raw Fish Tax . Landing Tax
Fish Tax
FY 1990 $2,004,264 $1,080,522 $0 $0 $3,084,786
FY 1991 $2,923,085 $1,386,428 $0 $0 $4,309,513
FY 1992 $2,418,881 $2,392,602 $0 $0 $4,811,483
FY 1993 $3,083,980 $1,792,032 $0 $0 $4,876,012
FY 1994 $2,557,500 $2,424,754 $54,877 $0 $5,037,131
FY 1995 $2,340,656 $1,834,575 $57,358 $0 $4,232,589
FY 1996 $2,423,460 $1,179,272 $61,214 $0 $3,663,946
FY 1997 $2,183,802 $1,367,815 $59,745 $0 $3,611,362
FY 1998 $2,236,242 $989,420 $97,193 $135,370 $3,458,225
FY 1999 $2,543,559 $1,212,391 $92,098 $97,535 $3,945,583
FY 2000 $3,255,513 $1,132,709 $108,599 $33,877 $4,530,698
FY 2001 $2,348,939 $1,409,784 $127,668 $17,448 $3,903,839
Source: Aleutians East Borough General Fund Statement of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual, summary
sheets supplied by AEB staff, October 15, 2002

Participation in the CDQ Program

Another factor that serves to differentiate the potential crab rationalization-related impacts to communities
is the CDQ program. Relatively thorough summaries of the CDQ program, including its origins, historical
and current structure, and present allocations within CDQ fisheries have been presented in recent NPFMC
and NMFS documents (e.g., the Inshore/Offshore-3 analysis [NPFMC 1998a] and the Steller Sea Lion
Protection Measures SEIS [NMFS 2001a]) and will not be recapitulated here. While the actual standards are
more complex, in general to qualify as a CDQ community, a community must meet the following criteria:
(1) be recognized as an Alaska Native village under the terms of the ANCSA, (2) be located within the CDQ
qualifying region, defined as a swath within 50 nautical miles of the Bering Sea coast (but even within this
area the community cannot be located on the Gulf of Alaska coast), and (3) not have previously developed
harvesting or processing capability sufficient to support substantial participation in the groundfish fisheries
of the Bering Sea (but the community must still consist of residents that conduct more than one-half of their
commercial or subsistence fishing effort in the Bering Sea or waters around the Aleutian Islands).” Unalaska,
King Cove, and Sand Point, although ANCSA communities and within the geographic CDQ region, did not

"Full qualification criteria are found in Sec. 305(i)(1)(B) of the Magnuson-Stevens Act.
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qualify as CDQ communities due to preexisting commercial fisheries development,® and King Cove and Sand
Point had the additional disqualifying factor of being located on the Gulf of Alaska coast. Kodiak, also an
ANCSA community, did not qualify as it was outside of the CDQ region (even if it were within the region,
it would not have qualified due to existing fishery development). Adak, which falls within the CDQ region
and arguably does not have a substantial/developed fishery, did not qualify for CDQ membership because
it did not qualify as an ANCSA village.® St. Paul did qualify asa CDQ community and is the sole community
in the Central Bering Sea Fishermen's Association CDQ group. St. George also qualified as a CDQ
community but unlike St. Paul is included within the Aleutian Pribilof Islands Community Development
Association (APICDA). Akutan went through a somewhat more complicated process but did eventually
attain CDQ status and, like St. George, is part of APICDA.™® As a result of their CDQ status, Akutan, St.
Paul, and St. George participate in different ways in the crab fishery (and other CDQ species fisheries) than
do the other communities profiled.

Community Social and Economic Structure

A final major factor in the differentiation of likely social impacts of BSAI crab rationalization between
communities is the basic social and economic structure of the communities themselves. As detailed in the
individual community profiles, the communities vary widely in their demographic structures and their local
economies. Interms of demographics, the communities range from predominantly Alaska Native populations
to those with populations more ethnically diverse in proportion to their total population than large
metropolitan areas such as Seattle. They also vary widely with respect to the degree to which the labor for
direct fisheries as well as support sector businesses is drawn from a local labor pool or imported from other
communities or regions. Interms of local economies, some communities are relatively diversified and some
are not. Further, the communities vary widely in how relatively important BSAI crab is in terms of the
overall local fishery economic sector, as well as how important commercial fisheries in general are relative
to the overall local economy.

Community Experience with Other Contemporary Fisheries Rationalization Programs

In terms of a general level of overview of potential impacts from the BSAI crab fishery proposed management
alternatives, this section will not dwell on either the status quo alternative but, rather, will focus on the

8 As discussed in the Unalaska community profile, Unalaska is an ex officio member of the local CDQ group, the Aleutian
Pribilof Islands Development Association (APICDA), and as a result Unalaska residents do derive at least some indirect benefits of
the program, such as access to training programs and some monetary support for expenses incurred by the Unalaska Native
Fisherman's Association in order to remain an active participant in the fishery management process.

o Although Adak currently has a population that is over one-third Alaska Native and is essentially managed by the Aleut
Corporation, the Aleutian/Pribilofs regional ANCSA corporation, it was a non-Native military community at the time of the passage
of ANCSA [1971]).

10Initially (in 1992), Akutan was (like nearby Unalaska) deemed not eligible for participation in the CDQ program based
upon the fact that the community was home to "previously developed harvesting or processing capability sufficient to support
substantial groundfish participation in the BSALI .. ." although they met all other qualifying criteria. The Akutan Traditional Council
initiated action to show that the community of Akutan, per se, was separate and distinct from the seafood processing plant some
distance away from the residential concentration of the community site, that interactions between the community and the plant were
of a limited nature, and that the plant was not incorporated in the fabric of the community such that little opportunity existed for
Akutan residents to participate meaningfully in the Bering Sea pollock fishery (i.e., it was argued that the plant was essentially an
industrial enclave or worksite separate and distinct from the traditional community of Akutan and that few, if any, Akutan residents
worked at the plant). With the support of APICDA and others, Akutan was successful in a subsequent attempt to become a CDQ
community and obtained that status in 1996.
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rationalization alternatives. The communities that would potentially experience social impacts from the BSAI
crab fishery proposed management alternatives have experienced impacts related to rationalization efforts
in other commercial fisheries in recent years. While some of the experience will be useful in anticipating
impacts of crab rationalization, there are distinct differences between existing fishery rationalization programs
and the components of the BSAI crab rationalization alternatives in terms of likely social impacts. The
applicability of the existing programs to the proposed program is presented in overview in this section. The
crab rationalization program component approaches and their analogs are as follows:

. IFQ approach. IFQ management is now in place for area halibut and sablefish fisheries. The
relevant parts of that experience are summarized below.

. IFQ Plus Individual Processor Quota (IPQ) approach. Assignment of processor quota shares
alone or in combination with IFQs as proposed in the “three-pie" system (or in the earlier considered
"two-pie" system) is without precedent in local fisheries, so there is no analog experience from which
to draw.

. Cooperatives. Co-ops are now used in the Bering Sea pollock fishery. The relevant parts of that
experience are summarized below.

. Regionalization. Regionalization, or the third part of the three-pie system, is not a rationalization
approach in and of itself, but it functions as part of a rationalization alternative in conjunction with
what are effectively harvester and processor allocations (and co-op provisions). There is ho good
analog experience in local fisheries for looking at likely social impacts as a result of regionalization.
There are, of course, programs in other fisheries that are intended to localize fisheries, through
assigning quotato particular geographic areas and then restricting access or movement between areas,
with the most restrictive of these being "super exclusive™ areas where access is completely restricted
to a set of harvesters committed to that area only for a particular fishery (with the typical goal of
effectively eliminating outside access to a localized fishery or serving to create or protect a local,
small, or underdeveloped fishery set aside). In the proposed "three-pie™ alternative, however, the
BSAI crab regionalization provision is structurally quite different from harvest restriction areas in
that it is a geographically directed processing rather than harvesting initiative. In some ways, it is
like the processing component of the three-pie structure given that it is a processing lock-in for
whatever entities are operating in the area. In other ways it functions like a CDQ structure (in terms
of essentially guaranteeing a community or region a revenue stream based on exclusive access to a
portion of the TAC/GHL) but on the processing rather than harvesting side of the fishery, and with
the more-or-less ensured revenue being realized in the form of municipal revenues rather than as
income of one form or another to the CDQ group.

The following subsections summarize the local IFQ and co-op experience relevant to potentially similar social
impacts that could result from the "three-pie,” IFQ, or co-op approaches to rationalizing the BSAI crab
fishery. Limitations of the applicability of the "lessons learned" are also noted.

IFQ Experience

The communities that would experience social impacts as a result of the selection of a rationalization
approach for the management of the crab fishery have already experienced an IFQ rationalization of the
halibut and sablefish fisheries. Some aspects of this experience are relevant in attempting to anticipate likely
social impacts that could result from a similar style of crab fishery management, or an alternative that includes
acomponent that is a functional equivalent of IFQs. However, there are limitations of what is actually known
in terms of specific impacts from the transition of the halibut and sablefish fisheries to an IFQ system. In its
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comprehensive document Sharing the Fish: Toward a National Policy on Individual Fishing Quotas, the
National Research Council, reviewing the Alaska halibut fishery came to the following conclusions regarding
"Economic and Social Outcomes for the Fishery":

"Due to lack of studies and data it is not possible to quantify the net economic impact of the
IFQ programs . .. Although the season length has increased from 5 days to 245 days per year
for both species and landings are now broadly distributed throughout the season, it is
uncertain how costs and revenues have been affected. . .. The effect of the IFQ programs
on halibut ex-vessel price and on costs and revenues for processors, communities, and
consumers are even less well understood. There is anecdotal evidence that an increasing
number of halibut fishermen are bypassing traditional processors and marketing directly to
wholesalers and retailers, but the magnitude and impact of this phenomena has not been
documented” (National Research Council 1999:77).

One comment commonly received from processors in this and other work for the NPFMC/NMFS is that their
profit margin on halibut has declined dramatically since IFQs, implying that fishermen are gaining more of
the rent from the fish. The numbers involved have not been disclosed, nor is the systemic impact of this
change in relative leverage documented, e.g., how much of this in turn goes to pay for (capitalize) the transfer
of IFQs. Given this lack of solid information, it is difficult to generalize this experience to likely crab IFQ
impacts, other than to note that the change in relative bargaining position would be a likely outcome.

One of the main differences between the halibut and IFQ sablefish experience and the likely crab experience
under a rationalization program is the limitation on season lengths. Whereas the pursuit of halibut, a single
species fishery, can be expanded to a large proportion of the year, the multispecies crab fisheries have shorter
windows of opportunity, even under ideal biological conditions, which would tend to limit at least some of
the theoretical community level gains made possible by slowing the fishery. The possibility of bypassing
traditional processors in an IFQ system is an expressed concern of crab processors, but the National Research
Council found that at the community level at least for the higher volume ports, redirection of landings did
not result in wholesale shifts between communities.

"The top five halibut ports have remained the same, with occasional reordering. . . The top
sablefish ports have also been generally consistent . . . The quota share market has been
active, with more than 3,800 permanent transfers in the halibut fishery and more than 1,100
in the sablefish fishery. These transfers have led to some consolidation. The number of
quota holders declined by 24 percent in halibut and 18 percent in sablefish between January
1995 and August 1997. However, the number of quota shareholders still exceeds the annual
maximum number of participants in the pre-IFQ fisheries. In both fisheries, the bulk of
consolidation that has occurred has taken place in smaller holdings. There is anecdotal
evidence that fishermen have reduced crew size and that quota shareholders are crewing for
each other. However, since there are few data on pre-IFQ crewing practices, it is difficult
to determine the magnitude of changes or the opportunity costs of crew who are no longer
in these fisheries" (National Research Council 1999:77).

Looking at community-specific impacts, this same study noted that a lack of data prevented a definitive
analysis. Under the heading "Economic and Social Outcomes for Fishery-Dependent Communities” the
National Research Council concluded:

"The economic and social outcomes of the halibut and sablefish IFQ programs for dependent
communities are largely anecdotal. Continued low prices for salmon have made halibut and
sablefish catches increasingly important for regional fishing economies. The regional
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impacts of reduction in crew size are unknown because information on crew participation
inthe pre-1FQ fisheries, their residencies, demographics, and opportunity costs is limited and
has not been compiled adequately" (National Research Council 1999:77).

More recent studies have looked at the broad trends of change that have occurred under the halibut and
sablefish IFQ programs. A study conducted for the Food and Agriculture Organization of the United Nations
(FAO) (Hartley and Fina 2001) noted that while capacity reduction in the halibut and sablefish fisheries had
occurred, it had not occurred to the extent that many had predicted prior to the implementation of the
program.

There are several reasons why capacity in the sablefish and halibut fisheries has not declined
as much as theoretically possible. The primary reason is that the majority of participants has
viewed the sablefish and halibut fisheries as a means of supplementing income from other
major fisheries such as the salmon, crab, and groundfish fisheries, for which many of the
vessels were built. These other fisheries are also seasonal, and participants are able to fish
sablefish and halibut without disrupting their participation in the other fisheries. For most
participants, the sablefish and halibut fisheries are two of several seasonal fisheries in which
the vessels participate. A second, very important reason that large-scale fleet reductions have
not occurred is that NPFMC, which designed the systems, wished to maintain the existing
nature of the fisheries, and to that end, created restrictions that prevent excessive
consolidation (Hartley and Fina 2001).

A different feature of the crab fishery in terms of consolidation is that there is currently a directed effort at
fleet consolidation that is separate but parallel with the rationalization effort. This program is described
below, but it is important to note at this point that likely consolidation within the crab fleet would occur not
only because of consolidation incentives inherent in a functional equivalent of an IFQ system, but also
because of a co-occurring program explicitly designed to remove excess capacity from the fleet. The FAO
study noted that within the halibut and sablefish fisheries the consolidation/reduction of quota share (QS)
holders, vessels, and direct fishery participants (crew members) each happened at different rates. The number
of halibut QS holders declined by 25 percent in the first 5 years of the IFQ program, and the number of
sablefish QS holders declined slightly more than 10 percent. Fleet size change occurred at a different rate.

Inthe first year of the IFQ program, the number of vessels participating in the halibut fishery
dropped by more than one-third. By the fifth season, the number of vessels had dropped to
less than half of the pre-1FQ vessel participation. In the sablefish fishery, the number of
vessels dropped by more than 50 percent in the first year of the program. Reduction in the
sablefish fleet has occurred slowly since then, with fleet size remaining more than one-third
of the pre-IFQ fleet size in the fifth season. This decline suggests that the concentration in
the fleet has increased efficiency in the fishery, reducing overcapitalization from the pre-1FQ
fishery. The decline in number of vessels is particularly notable, given the broadly inclusive
method of the initial allocation. Despite the issuance of QS to all fishers who were active in
the fisheries at any time during several years, the number of active vessels has declined every
year since program implementation (including the program's first year) (Hartley and Fina
2001).

Crew participation also declined. However, there were apparently gains made by crew members who
remained in the fishery.

Although there are no official counts of crewmembers who participate in sablefish and
halibut trips, the willingness of QS holders to team with others is thought to reduce the
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number of active crewmembers in these fisheries. With IFQs and the resulting change from
a "'race for fish," the number of crewmembers on a typical trip is believed to have fallen from
a range of 3 to 6 to a range of 2 to 4 (including the skipper) . . . This decline, however, has
not necessarily reduced the returns to crewmembers active in the fisheries. It is in fact
estimated that payments per individual crewmember have increased under the IFQ program
(Hartley and Fina 2001).

Additionally, because of concerns regarding potential exclusions of long-time crew members from the fishery
through fleet or quota consolidation, the halibut and sablefish IFQ programs have a condition that allows
transfer only to holders of initial allocations or bona fide crew members. However, it is important to note that
the restriction to bona fide crew members applies to crew members in any U.S. fishery, not just the halibut
and sablefish fisheries. In fact, the number of crew members participating in the halibut fishery has declined
sharply:

Combined with the decrease in the number of active vessels, estimates of the number of
active crewmembers in the halibut fishery fell from 10,500 in 1994 to 3,200 in 1999. While
the number of crewmembers has declined, if the number of trips per vessel is factored in,
total halibut crewmember trips appear to be approximately equal for the two years, at about
15,500 (Hartley and Fina 2001).

Of potential relevance to processors under an IFQ type of system is the fact processors of different scales may
be able to do well, whereas under a derby type of fishery, larger operations were necessarily in an
advantageous position. As the FAO study notes, however, this reached its logical extreme in the halibut
fishery with exceptionally short openings.

Before the IFQ program, processors wishing to be active in halibut and sablefish markets had
to be able to handle large quantities of fish at a time. Fishers needed to bring their catch to
processors able to handle it. Since the rush of fish to processors was intense, fishers had little
choice of processors. Since processors were in high demand due to the intensity of the
processing immediately after the short season, fishers had little leverage for negotiating a
price for their catch. This circumstance was a greater concern in the halibut fishery, where
almost all of the vessels participating in the opening tried to offload their catch immediately
after the 24-hour period (Hartley and Fina 2001).

In the halibut fishery in particular, subsequent to the implementation of IFQs, the halibut market changed in
ways that changed the relative advantages of some communities over others. With the longer seasons, it is
now possible to get fresh halibut to market for a good part of the year. The logistics of the fresh market
favors landings in ports with easy accessibility to multi-modal transportation systems giving, for example,
road-connected Homer a potential advantage over more isolated ports than was the case when halibut was
by necessity more of a frozen product fishery. The direct applicability of this type of shift for BSAI crab
fisheries managed under an alternative with IFQ-like features is less than clear, however, given that the
halibut fishery has a very different geographic base, stretching from the Eastern Gulf of Alaska to the Bering
Sea. Asnoted in the main body of this document, and as debated at NPFMC meetings during the alternative
formulation process, there is currently no clear consensus of how applicable the effective decline of processor
rents in the halibut and sablefish fisheries under the existing IFQ system in those fisheries would be to a crab
rationalization context, and therefore the likely measure of consolidation or shifts between communities that
would occur due to those circumstances is unclear.

In terms of regional differences, the IFQ experience of the halibut fishery suggests that different
circumstances lead to different fleet consolidation outcomes. Table 2.1-2 provides information on the number
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of active halibut vessels by year by management area. As shown, in some areas proportionately larger
reductions took place than in other areas.

Table 2.1-2 Number of Active Halibut Vessels by Management Area, 1992-1999

Management Area 1992 1993 1994 1995* 1996 1997 1998 1999
Southeast 507 391 488 378 378 326 296 283
West Yakutat 266 196 249 228 218 218 176 162
Central Gulf 588 462 562 326 294 273 241 226
Western Gulf 103 29 19 86 81 79 66 63
Aleutian Islands 27 33 33 53 50 a7 26 27
Bering Sea 72 40 31 55 49 41 28 20
Total (unique vessels) 1,123 915 1,139 517 503 504 449 433
* 1995 is the year the IFQ program was initiated.

Note: Cells in columns are not additive because some vessels fish more than one area.
Source: M. Fina, NPFMC

The Alaska Commercial Fisheries Entry Commission (CFEC), in a study on the changes seen under the
halibut IFQ program (CFEC 1999), attempted to ascertain changes among different classes of quota holders.
The distinction was drawn between (1) Alaska Rural Local, (2) Alaska Urban Local, (3) Alaska Rural Non-
local, (3) Alaska Urban Non-local, and (4) Non-resident quota holders. When examined on an area-by-area
basis, for each classification of quota holder, quota holdings were up on some areas and down in others. This
same study looked at regional differences in halibut delivery patterns. For the Aleutians/Alaska
Peninsula/Bering Sea area, for the 5 years before IFQ implementation (1990-1994), the percentage of total
deliveries ranged from 12.0 percent in the low year to 16.8 percent in the high year. During the post-
implementation years from 1995 through 1998, deliveries ranged from 11.8 percent to 16.1 percent of the
total fishery per year with no clear directional trend of change. For the Kodiak Island Borough, annual
deliveries in the 1990-1994 period ranged from 21.2 percent to 26.0 percent of total fishery deliveries, while
in the post-implementation 1995 through 1998 period, the annual figures ranged between 17.5 and 23.0
percent. As in the Aleutians/Alaska Peninsula/Bering Sea area, there has not been an unidirectional trend
each year post-IFQ implementation in the Kodiak Island Borough, but for both areas 1998 (the most recent
year covered by the study) was the lowest percentage delivery year of the reported 1990-1998 period.

Co-op Experience

There are a number of the communities likely to experience social impacts under a BSAI crab rationalization
alternative that also have experience with a co-op type of rationalization approach in the form of the pollock
fishery co-ops that were institutionalized under the auspices of the AFA. As with the halibut and sablefish
IFQs, there are limits to the direct applicability of the pollock co-op experience to the potential crab co-op
experience that would be a component of at least two of the alternatives. The factors that limit direct
comparison include:

. The pollock fishery is a much more homogenous fishery, given that it focuses on a single species.

. The pollock seasons are longer and more flexible than individual crab seasons, simply given the
biology of the species.
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There are many fewer vessels, processors, and communities involved in the pollock fishery than in
the crab fisheries, and the increased complexity of the crab fisheries makes outcomes inherently less
predictable.

While data are not immediately available to make definitive quantitative statements, there is also an
apparent greater proportion of vertical integration among participants in the pollock fishery than in
the crab fishery. This could have broad implications for different types of outcomes in the two
different co-op systems, influencing such diverse factors as relative leverage in price negotiations and
decision making regarding consolidation.

Pollock co-ops are plant specific for the shore processing sector, which makes them effectively
community specific in terms of social impacts. Under the proposed BSAI crab co-ops, company
level rather than plant level co-ops are contemplated. This means that shifts of landings and
processing effort between communities could occur in a way (or to a significant degree) that they
cannot under the pollock co-ops.

The co-op systems being considered for crab under the rationalization alternatives are an integral part
of a three-pie approach. There is no parallel for that system under the current pollock co-op system.

Given these caveats, however, there are aspects of the impacts seen under the pollock co-ops that may be used
to anticipate social impacts under BSAI crab co-ops. In overview:

Social or community level impacts of the co-ops and related fishery changes differ widely by
community but have been generally positive. (One exception may be Sand Point, Alaska, as the plant
level co-op system tended to effectively shift pollock away from the community.)

Pollock co-op effects have been generally positive on an industry or sector basis, as was anticipated
when the program was designed. There is some variability between sectors in this regard, with the
gains seen in the pollock mothership sector perhaps not as large as those seen in other sectors.

The AFA itself (rather than co-ops per se) has resulted in ownership changes within different sectors,
and this has led to some shifts in ownership between communities and regions.

A common observation among fishery participants is that pollock co-ops have had the beneficial
impact of helping to mitigate negative impacts associated with the impacts of Steller sea lion-related
protection measures, but this is difficult to quantify.

The slowing of the race for fish, and the increased economic efficiency of the fishery have had
impacts on fishery support service sector businesses. The co-op fishery slow-down may be related
to a downturn in fishing support sectors in some communities, but this downturn is also part of
(1) other fishery dynamics; (2) "rationalization" of the larger economies of the relevant communities;
and (3) less sharp "peaks and valleys" in fishing seasons.

The slowing of the race for fish and better utilization of the resource has long-term benefits for the
fishery and thus the communities engaged in or dependent upon the fishery.

There are significant limitations regarding the data available for pollock co-op analysis, and this also serves
to limit the conclusions regarding social impacts that may then, in turn, be generalized to anticipate potential
impacts related to BSAI crab co-ops.
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. A general level caveat is that the post-AFA co-op formation data that are available only cover a very
short period. There has been only 1 full year under the onshore co-op system, and only 2 years under
the offshore co-op system that are documented. This makes interpretations of changes apparently
related to co-ops problematic, due to normally occurring year-to-year changes in the fishery as well
as the fact that fishery participants are still working out strategies, adaptations, and responses to AFA
and co-op-influenced fishery conditions.

. It is difficult to isolate the impacts of pollock co-ops in a dynamic environment. Other changes
occurring at the same time in the same fishery complicate the picture, with the most notable of these
changes associated with the ongoing Steller sea lion conservation-related management measures, and
the shift of quota from offshore to onshore sectors.

. Change is still occurring as communities and local economic sectors are still in the process of
adapting to the post-co-op formation environment.

As is anticipated with social impacts that may result from BSAI crab co-ops, pollock co-op impacts varied
a great deal from community to community. Where local level detail may be generalized for applicability
to BSAI crab co-op impact analysis, pollock co-op and AFA-specific impacts are discussed in some detail
in the individual community profiles.

Co-occurring Crab Fishing Capacity Reduction Program

At the same time the NMFS is analyzing various alternative management approaches for the BSAI crab
fisheries, a "Fishing Capacity Reduction Program for King and Tanner Crab Fisheries in the Bering
Sea/Aleutian Islands™ (also known as the "buyback™ program) is working its way through the regulatory and
management process. It is anticipated that this program could be completed in a matter of months, but much
depends on a review, acceptance, and implementation process that is not entirely predictable.

Whatever its final form, the buyback program will have its own set of social impacts as well as contribute to
impacts that are interactive or synergistic in nature as a result of being combined with impacts from the
specific management alternatives. An important distinction between the earlier implemented halibut and
sablefish IFQ program and the proposed BSAI crab rationalization alternatives is that the fleet reductions that
have occurred in the halibut and sablefish fisheries under that rationalization program were the result of
decision making based on economic forces or incentives inherent in the rationalization program itself. With
the crab rationalization alternatives, the fleet reduction in the short and/or medium term will result from a
combination of factors resulting from a specific buyback program unlike any seen in the halibut and sablefish
fisheries as well as the rationalization context itself.

In some ways, this situation is similar to the co-op oriented rationalization that took place in the Bering Sea
pollock fishery under the AFA. In that fishery, there was a significant directed reduction in the offshore
catcher-processor fleet at the inception of the program. No similar reduction took place among other
harvesting or processing sectors, however, and subsequent consolidation among harvesters has been minimal
during the 2 years the onshore-based co-ops have been operating. A further distinction is that at the time of
the capacity reduction in the pollock fishery there was also a simultaneous redistribution of QS between
sectors (the inshore/offshore split). Both the capital reduction and the quota shift have complicated the
analysis of the social impacts of the co-ops themselves. A further caveat for applying this experience as an
analogue for potential impacts in the crab fishery is that the capital reduction in the offshore fleet under AFA
conditions was under a very different set of circumstances than that proposed under the buyback program in
the crab fishery, with its market/bid-driven aspects and referendum features.
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One of the challenges of trying to assess the likely social impacts of the BSAI crab rationalization is the fact
that the size and timing of the reduction under the buyback program is unknown at this point. In other words,
the "existing conditions" for the fleet are about to change in ways that are not yet predictable, other than the
fact that the fleet will be reduced by some amount in the not-too-distant future. Current scenarios under the
buyback program contemplate reductions of 30 to 90 vessels.

In terms of impacts likely to result from the crab vessel buyback program itself, NMFS is in the process of
preparing an EA/RIR/IRFA (NMFS 2002) that outlines anticipated impacts. As contemplated, the "program
would mostly produce socio-economic impacts upon the human environment. . . This proposed rule would
not alter how the BSAI crab fisheries are managed. Only the number of participants may decrease." The
document notes that "the fishermen remaining in the BSAI crab fisheries after the buyback would benefit.
The licence holders whose bids [for buyback] were accepted would also benefit." Additional individuals and
entities that would benefit from the program would be those who hold loans on marginally performing vessels
that will either exit the fishery or will have a significant chance of improved performance , and those seeking
new loans, and there will be higher collateral value and less potential for loss (NMFS 2002).

The buyback program itself would not, however, change the nature of the fishery, and, while
overcapitalization difficulties may be mitigated to some degree, numerous other problematic aspects of a
non-rationalized fishery would remain.

The BSAI crab fisheries currently operate where derby style rules reward those fishermen
who are quickest to catch crab. This race to fish would not significantly change with the
implementation of this program. Likewise, safety would most likely not be drastically
compromised or improved. Although there would likely be fewer vessels harvesting the
catch, each would probably be spending more time at sea (NMFS 2002).

In terms of distributional impacts between communities, the NMFS preliminary analysis draws the following
conclusion about Seattle:

... Seattle is home port to half of the catcher vessels and catcher-processor vessels and
would be impacted more than any other community by this program. The Seattle economy
is extremely diversified though, and not dependent upon the fishing industry. . . Under a 60
vessel buyback scenario, the mid-point of the studied range, it appears Seattle would lose 30
vessels. This compares to an overall fleet size in excess of 700 commercial fishing vessels
and represents a reduction of approximately four percent (NMFS 2002).

Presumably, demand for support services would increase for remaining vessels, and those services are
provided primarily out of Seattle. Additionally, while the processing sector may see some shift of landings
between Alaska communities, this would not be likely to significantly impact Seattle-based processing
owners that together account for a great deal of the market share of the BSAI processing sector as a whole.
In terms of the Alaska communities, the preliminary NMFS analysis contemplates that:

Overall, the economic impact to communities where BSAI crab are landed and processed
would be marginal because the GHLs would not be altered with the implementation of this
proposed rule. The smaller communities . . . would most likely see very little change since
the total landings of crab would remain at current levels. Some beneficial impacts may occur
since this program would provide up to $100 million to successful bidders . . . Crab
processors should see little difference because this analysis assumes that the same amount
of crab would be available regardless of the implementation of this program (NMFS 2002).
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Presumably, some of the monies received by the successful bidders would be reinvested in the communities
that had served as home ports for the removed vessels, although there is no way to anticipate differences in
the patterns of distribution between communities or among the different sectors that might benefit from such
reinvestment. As for crew, the preliminary NMFS analysis draws the conclusion that under the buyback
program "Vessel crew may be marginally impacted. Crew generally work 2 months per year at most,
supplementing their income with other activities" (NMFS 2002). This preliminary conclusion would appear
overgeneralized, given that for some vessels and crew, crab is the central and far-and-away the most
important fishery of the year in terms of income, despite the relatively short seasons. For crew on vessels that
are bought out, replacing lost crab income will likely prove to be difficult. Impacts on communities from lost
crew income would depend on the ultimate structure of the buyback program and the distribution of the
vessels bought out.

The crab buyback program does have the potential to influence other fisheries, because not just crab licenses
would be removed under the program.

Other fisheries will likely also benefit from this program since any non-crab species
reduction permits must also be surrendered. For example, many of the non-interim LLP crab
license holders also have groundfish LLP licenses. If they become successful bidders, they
must relinquish all fishing licenses and permits. The reduced amount of license holders
would benefit those remaining participants and the fishery itself (NMFS 2002).

Other Considerations

There are a number of other considerations that fall into the category of potential social impacts associated
with the crab rationalization alternatives that do not necessarily lend themselves for inclusion ina community
profile-based discussion. These considerations and associated issues may be summarized as follows:

. Skipper and crew issues. As discussed in various sections in the main body of this document, the
rationalization alternatives have the potential to change the relationships between vessel owners,
skippers, and crew. Ingeneral, rationalization approaches are expected to reduce overall skipper and
crew employment. Further, there is concern on the part of skippers and crew that the nature of their
compensation would change. Traditionally, skipper and crew compensation has been based on a
share system that distributed both risk and reward in a context of uncertainty of success in any
particular season. With rationalization, such uncertainty may be largely reduced if not eliminated
and, as a result, there are concerns that crew shares would similarly either be reduced or eliminated
(in favor of a wage system). Beyond loss of employment and reduction of compensation, there are
also concerns that rationalization will create a fishery where it will not be practical for the typical
individual to work their way up from the deck to vessel ownership due to increased costs of quota
purchase on top of vessel acquisition (although some argue just the opposite may be true - that
incremental acquisition of quota share may, in fact, represent a practical path to operation
ownership). These issues are discussed elsewhere in the main body of the document and will not be
recapitulated here, but it is important to note that they also have social impact dimensions. Similarly,
asalso discussed in the main body of the document, there is concern that with rationalization the crab
fleet may come to be more dominated by "absentee™ owners (as opposed to owner/operators who also
function as the skipper). While this was a large concern with the rationalization of the halibut fleet
under that IFQ program, this concern is not as pervasive in the crab fishery, due to baseline
conditions that include a significant portion of the fleet already having absentee owners through
multiple vessel ownership or individuals who have otherwise taken a less active role in running their
vessels over time. Nevertheless, all things being equal, rationalization can be expected to foster or
amplify a trend of increasing absentee ownership. If an approach including "owner on board"
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provisions is adopted, then the existing trend in the pattern of ownership may change due to multi-
vessel owners having to divest themselves of vessels as would owners who no longer wish to take
an active role infishing operations (assuming all current ownership is not protected by grandfathering
provisions).

. Processing worker employment. As noted in the following community discussions, the number
of processing workers specifically associated with crab operations varies widely from entity to entity,
and from season to season. With rationalization in the pollock fishery under AFA co-op conditions,
shore-based processing facilities have been able to more efficiently plan their workforce needs and,
at least for the lower volume crab seasons that overlap with groundfish processing, have been able
to incorporate crab processing in normal operations by adjusting product mix or timing in groundfish
without having to bring in additional crab-dedicated crew. Under the proposed rationalization
alternatives, plants will be all the more able to efficiently plan workforce needs and, as a result,
overall employment may drop, although remaining positions are likely to last longer and result in
higher overall compensation per position. Specifically how much processing employment would
change is unknown at this point. In terms of social or community impacts, the effect of a reduction
in overall processing employment would vary from community to community based on the nature
of the local workforce. For example, as discussed in the relevant community profiles, processing
employment in Kodiak draws more heavily from the local labor pool than is the case in Unalaska.
In some remote communities, virtually no processing jobs are filled from the local labor pool. A
reduction in processing employment would be less directly felt in communities with a higher
proportion of workers from outside the community than in communities with a lower proportion.
Indirect impacts (such as retail business generated as a result of having workers present in the
community) would, of course, still result from a decline in employment.

. Changes in harvester and processor relationships. As discussed at length in a number of sections
of the main body of this document, the different components of the rationalization alternatives have
the potential to change the economic and structural relationships between harvesting and processing
entities. The degree to which these relationships would change is the subject of considerable debate.
How the relative advantage gain of one sector over another would result in social impacts, in
particular communities, and the specific nature of those impacts, is exceptionally difficult to forecast
given the lack of consensus among economic analysts as to the basic or direct economic outcomes
of such potential shifts. Despite this lack of clarity, it is important to note that on the community
level processing and harvesting entities are not evenly distributed, nor does ownership across the
different sectors share a common geography. Some communities (such as Unalaska and Kodiak)
have a locally based fleet, locally based processors, and local support service businesses, so it could
be argued that (at least on the community level) losses in one area would be offset by gains in another
(although this is complicated by the relative local dominance of participation in one sector over
another, e.g., Kodiak participates in these fisheries predominantly through its fleet, while Unalaska
does so predominately through its processors). Other communities, however, have fewer sectors
present, so relative losses on the part of one sector would not necessarily be made up (on the
community level) by relative gains on the part of another sector. Further, even for communities with
multiple sectors present, the pattern of local versus distant ownership may vary between sectors, such
that gains and losses are not a zero-sum situation on the local level in any event (keeping in mind,
however, that other benefits, such as fish tax-derived municipal revenues, depend on the location of
activity, and not the location of ownership). Beyond the economics involved, individuals and groups
hold ideas about (and associated values regarding) the relationship between harvesters and
processors, and if it is perceived that a rationalization approach would seemingly extend effective
control of one sector over another, these ideas (and values) quickly surface in interviews. For
example, itis apparent that whether or not harvesters are "independent" of processors is not a neutral
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issue for a number of individuals. These individuals view crab fishermen as an example (or an icon)
of one version of a desired (or even idealized) Alaska lifestyle predicated on becoming a success
through individual initiative, hard work, and taking advantage of the opportunities offered by
Alaska's natural resources. For individuals holding these views, it is in some sense "wrong" to have
harvesting become a corporate undertaking that would be part of a vertically integrated entity,
regardless of the economic efficiencies involved. Some individuals interviewed expressed concerns
that too large of a shift in economic power toward processors could result in "company town"
conditions in Alaska coastal communities similar to those seen in the salmon fishery in Territorial
days, while others interviewed discounted this possibility. Without clear results from economic
modeling, it is difficult to judge the accuracy of the assumptions that form the basis of these
concerns, but for the purposes of the social impact assessment, it is important to note that such
concerns are held by individuals and groups in the communities engaged in the fishery.

. Community preclusion issues. To the degree that the crab fishery rationalization alternatives
predicate continuing engagement in the fishery on an established history of participation in the
fishery (i.e., they are inclusive of those entities participating during a qualifying period), they are also
exclusive of those entities who did not participate during that period (at least in terms of initial
allocations). While in theory potential new entrants to the fishery could obtain access in the future
through the purchase and transfer of quota, in practical terms there are concerns over the ability of
new entities to do so. This concern extends to processing operations under the "three-pie" alternative
for communities that are not currently participating in landings and processing of crab (or, more
precisely, communities where locally based processors did not qualify for quota or that do not have
locally based processors), but desire to do so in the future. For example, the APICDA CDQ group
has noted that although the communities of False Pass and Atka have never processed crab, both
communities have recently seen significant investment in shoreside processing operations, and both
are targeted for harbor improvement projects. APICDA has expressed concern that allocation of
processing quota (or its functional equivalent) could effectively preclude these communities from
ever having crab processing as a viable part of the local economic base. (APICDA has also expressed
similar concerns about St. George, although that community does have some historical link to
processing, albeit through floating processors rather than through shore-based facilities.) Concerns
have also been expressed regarding the ability of Adak, recently converted to a civilian community
following closure of military facilities there, to have BSAI crab as a viable part of its commercial
fisheries economic base unless some community-specific accommodations are made in the
rationalization alternatives. Clearly, these issues cannot be addressed through an analysis of the
current community participation in the fisheries or potential redistribution across communities within
sectors and entities. This potential differential fluidity of movement and access to future entrance
to the fishery within harvester and especially processor sectors is, however, a social impact concern
shared by a number of communities.

. Community divisiveness. While it is not possible to quantify this type of social impact, the varying
opinions on, and the public debate of, proposed crab rationalization approaches proved to be a
divisive issue in at least some communities during the NPFMC alternative formulation process. This
situation is, of course, not unique to the crab rationalization issue among the various fishery
management issues that have been seen in the past few years. For example, the pollock fishery
inshore/offshore allocation decision-making process was exceptionally contentious. While perhaps
not having as high a profile as the inshore/offshore debates, crab rationalization is a subject of
passionate debate and strongly held feelings and is to a degree divisive between communities as well
as within some communities. Again, this is not a type of impact that can be quantified, but is
nevertheless a type of social impact that is apparent in the relevant communities.
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Summary

For a variety of reasons, including historical circumstances, the nature and intensity of involvement with the
fishery, and varying socioeconomic foundations, different communities would likely experience quite
different social impacts as a result of adoption of the individual rationalization management alternatives for
the BSAI crab fishery. Some types of impacts may be anticipated based on the recent experiences of relevant
communities with other fishery rationalization programs, but there are clear limits as to similarities between
the circumstances of previous programs and the proposed BSAI crab rationalization alternatives.

The following subsections examine the communities of Unalaska/Dutch Harbor, Akutan, King Cove, Sand
Point, Adak, St. Paul, St. George, and Kodiak. Each of these community profiles provides information on
community structure, history of engagement with the fishery, and contemporary engagement with and
dependence upon the fishery. The level of detail presented for any particular community varies roughly by
the degree of complexity of the community's ties to the fishery.

2.2 UNALASKA/DUTCH HARBOR

Unalaska is located approximately 800 miles southwest of Anchorage and 1,700 miles northwest of Seattle.
Unalaska is the 11th largest city in Alaska, with a reported year-round population of just over 4,000. Dutch
Harbor is the official name of the city's port and is also often applied to the portion of the City of Unalaska
located on Amaknak Island, which is connected by bridge to the rest of the community on Unalaska Island.
The geographic feature of Dutch Harbor itself, along with Amaknak Island, is fully contained within the
municipal boundaries of the city of Unalaska, which encompasses 115.8 square miles of land and 98.6 square
miles of water. Not part of an organized borough, Unalaska falls within the Aleutians West Census Area.

The Unalaska region of the Aleutians experiences a cool, wet, and windy maritime climate. Typical winter
temperatures hover around freezing with January temperatures ranging from 25 to 35°F. Typical summertime
temperatures range from 43 to 53°F. Average annual precipitation is 57.7 inches. Wind, light rain, and fog
are common in the summer, but the wettest conditions generally occur October through December. Moderate
to high winds occur throughout the year. The mean wind speed is 17 miles per hour (mph) with a prevailing
wind direction of south-southeast. High winds can occur during the winter and have been recorded up to 172
mph (12/26/1988).

Unalaska is in a unique position with respect to the BSAI crab fishery. It is the site of both the most intense
direct and indirect fishery economic sector activity. More BSAI crab and groundfish are processed in
Unalaska than in any other port, and the support service sector is developed to a greater degree in Unalaska
than any other community on the Bering Sea. As a result, Unalaska is a community whose economy is
strongly tied to Bering Sea commercial fisheries in general, and the crab fishery in particular. Incorporated
as a First Class City in 1942, Unalaska has been variously described as a growing, developing, and maturing
community. Whatever descriptor is chosen, during the span of years since the development of the crab
fishery, Unalaska has seen a great deal of community development. The changes that have accompanied this
development are both obvious and subtle.

Community Demographics

Unalaska is a demographically complex community. Prehistorically and historically a traditional Aleut
village, contemporary Unalaska has a diverse population that saw a great deal of growth in the last quarter
of the 20™ century. This growth and diversification was directly attributable to the commercial fishing
industry.
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Total Population

It has always been difficult to ascertain total population figures for Unalaska or, to state it more accurately,
it is difficult to interpret and compare time series figures given for the population of Unalaska. Over the
years, Unalaska has been a "less than permanent™ home to many individuals whose length of stay in the
community has varied. Some individuals may stay in Unalaska only a fishing season or two; others may stay
for many years before moving on. These individuals have been counted in different ways, or not counted at
all, in a number of censuses. Caution must therefore be used in interpreting total population figures from
various sources.™* Table 2.2-1 provides census figures for each decade from 1900 through 2000. As shown,
the population only exceeded 400 in one census year (1900) and did not surpass 300 in any census year from
the turn of the century up until 1980 (while noting that these data do not take into account the thousands of
military personnel stationed in and around the community during World War Il when Unalaska was a
significant base for both Army and Navy forces). The growth seen from 1980 onward can be directly traced
to the development of the contemporary commercial fishery processing and support activity that has its roots
in the Bering Sea crab fishery and subsequently diversified into other fisheries in general and into the
groundfish fisheries in particular.

Table 2.2-1 Unalaska Population by Decade, 1890-2000

Year Population
1890 317
1900 428
1910 281
1920 299
1930 226
1940 298
1950 173
1960 218
1970 178*
1980 1,322
1990 3,089
2000 4,178

*Note: Other sources put the 1970 census figure at 342 residents.
Source: Historic data from Alaska Department of Community and
Economic Development, 2000 data from U.S. Bureau of the Census

11 As an example, one can find different counts by the City of Unalaska, the Alaska Department of Labor, the Alaska
Department of Community and Regional Affairs (more recently the Department of Community and Economic Development), and
the U.S. Census for various recent years. While one might assume that the U.S. Bureau of the Census data would be more rigorous
than other efforts, it appears that this may not be the case at least for some years. Concerning the 1970 census, for example, a
community leader considered a solid source has written that census "was done by the census taker from memory, sitting at home,
and it was not accurate to any degree" (Impact Assessment 1987:64). Some sources list the 1970 census population as 342, while
other sources list it as 178. Bureau of the Census correspondence from the period (Fay 1972) confirms the official figure as 178, but
questions remain regarding whether the census did or did not include short-term residents or transient workers who were present at
the time. In 1972, the Alaska Department of Labor apparently tried unsuccessfully to "correct"” the census number to a total count
of 336 (Fay 1972).
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Table 2.2-2 provides local population counts on an annual basis for the years 1990 through 2001. As shown,
the annual growth seen in the early 1990s peaked in 1993. While there has been some downward fluctuation
since, the population was virtually the same in 2001 as it was 8 years earlier in 1993.

Table 2.2-2  Unalaska Annual Population, 1990-2001

Year* Population
1990 3,089
1991 3,450
1992 3,825
1993 4,317
1994 4,317
1995 4,083
1996 4,087
1997 4,251
1998 4,285
1999 4,178
2000 4,283
2001 4,283

*  Counts are taken/calculated in July of each year and are
utilized as the official community count for the following fiscal
year (e.g., the 1990 count was taken in July 1990 and appears
as the community population for FY 1991 in City documents).

Source: City of Unalaska spreadsheet, supplied by Unalaska City

School District, December 2001

While the total population of Unalaska has grown considerably from the early fishery boom years, the
contemporary community maintains a relatively high transient population. This transient population includes
workers at shore processing plants, although this particular population segment is notably less transient as
the nature of the business of the shore plants has changed. Once characterized by rapid turnover during the
king crab processing boom in the late 1970s, the local pattern evolved to more-or-less year-round processing
during the early years of full-scale pollock processing. The current pattern has marked peaks and valleys
coinciding primarily with the pollock and, to a lesser extent, crab seasons, along with maintenance of a "core
crew" of year-round individuals who process lower volume species that are harvested at other times of the
year in addition to maintaining the plant.

In addition to the resident population, there are also a number of individuals who may be thought of as a
"floating population™ associated with the community. These individuals are from catcher vessels, catcher
processors, and floating processors that work the Bering Sea and Aleutian Islands area and call on Unalaska
for resupply or constitute a "'service population™ for Unalaska in one form or another (e.g., potential patients
for emergency medical services care). Table 2.2-3 provides an estimate of the direct fisheries harvesting and
processing component of this floating population for 2000. Although these estimated 5,400 individuals are
not true residents of Unalaska, this "floating population™ does have an impact on the community. They are
associated with business and revenue generated in and for the city, and with services required of the city.
There is also a potentially large number of other infrequent or "floating™ visitors associated with the port.
Some of these are more or less directly fishery related, such as the crews on domestic and international cargo
vessels that have company facilities in the community, freighters affiliated with specific seafood companies,
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and independent trampers. (While there are no current estimates available, in 1990 this component of a
floating population was estimated at 8,750 individuals, derived from an assumed 350 vessels with an average
crew size of 25 [Professional Growth Systems, Inc. 1990:12]. If this estimate is still valid, that would yield
a floating population of fishery- plus fishery transport-related individuals of 14,157.) Additionally, there are
various other transient vessels that may or may not be directly affiliated with the fishery, such as barges,
cruise ships, and ferries, that call on the community of Unalaska and the Port of Dutch Harbor and add to an
effective service population or floating population for the community. While the calculation of such a
population is less than straightforward, whatever the actual numbers are for any given season or yeatr, it is
the case that Unalaska services a floating population that is very large in relation to its resident population
base, and a great number of these individuals are directly or indirectly associated with commercial fisheries.

Table 2.2-3 Estimates of Direct Fisheries Related **Floating Population™ of the
Community of Unalaska, 2000
Estimated
Number of Average Floating
Vessel Type Vessels Crew Size Population
Trawlers
Catcher Vessels 123 4.5 554
Catcher/Processors 38 65 2,470
Floating Processors Only 2 100 200
Longline
Catcher Vessels 18 5 90
Catcher/Processors 38 16 608
Crab/Pot
Catcher Vessels 254 5.5 1,397
Catcher/Processors 8 11 88
Total Direct Fisheries Related Floating Population 5,407

Source: NPFMC Sector Profiles Update 2001; Northern Economics; Mark Fina (NPFMC)

The characterization of Unalaska's "non-transient™ population has its own difficulties, as the nature of the
community has changed over the years. Discussion and analytical categorization of the less transient portions
of the Unalaska population differ in various publications on the community. "Permanent” residents of the
community have been described as those individuals for whom Unalaska is their community of orientation,
independent of their employment status. "Semi-permanent” or "long-term transient™ residents are those
individuals for whom Unalaska is now their community of residence, but for whom residency decisions are
based virtually exclusively on employment criteria. In other words, a “permanent” resident, is an individual
who considers Unalaska "home" and is highly unlikely to move from the community due to termination of
a particular job. These individuals tend to remain in the community and seek other employment if a specific
job ends, and they also typically remain in the community after their retirement from the labor force. A
"semi-permanent” or "long-term transient” resident, on the other hand, is an individual who typically has
moved to Unalaska for a particular employment opportunity and is highly likely to leave the community if
that specific employment opportunity is terminated for any reason. These individuals may indeed remain in
the community for a number of years, but their residency decision-making process is predicated on Unalaska
being first and foremost a worksite. Obviously, the categories "permanent” and "semi-permanent” or "long-
term transient" resident are not precise terms, nor do they necessarily correspond to administrative/regulatory
decisions about "official" residency (e.g., whether or not one is classified as an "Alaska resident" for
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employment statistical reporting or taxation purposes) nor do they correspond to U.S. Census count
methodology,*? but they are analytically useful where they conform to specific orientations toward the
community that serve to shape community politics, development objectives, community perception, etc.
While distinctions are often drawn between the processing-associated population in the community and other
residents of the community, several persons interviewed were quick to point out that a number of those in
management positions at the processing plants are active in the community in leadership roles, and that a
number of other leaders in the community who currently hold positions in non-processing economic sectors
originally came to the community for processing-related employment and then subsequently transitioned to
other employment. This type of transition does not appear to occur frequently, if at all, among non-
management workers within the processing sector.

Ethnicity

Unalaska may be described as a plural or complex community in terms of the ethnic composition of its
population. Although Unalaska was traditionally an Aleut community, the ethnic composition has changed
with people moving into the community on both a short-term and long-term basis. Not surprisingly, in the
latter half of this century, population fluctuations have coincided with periods of resource exploitation and
scarcity.™® For example, the economic and demographic expansion associated with the king crab boom in the
late 1970s and early 1980s brought many non-Aleuts to Unalaska, including Euro-Americans, Filipinos,
Vietnamese, Koreans, and Hispanics. The Euro-American population shows a distinct change over the years,
comprising around 30 percent of the population in 1970, over 60 percent in 1980 and 1990, and then back
to 44 percent in 2000. The growth of Asian/Pacific Islander population (over 30 percent by 2000) is closely
associated with the increasingly residential nature of the seafood processing sector workforce. The ethnic
composition of Unalaska's population for the census years 1970, 1980, 1990, and 2000 appears in Table 2.2-4.

12 The technical classification of residency has been a contentious issue in recent years specifically with respect to the
fishing industry-related workforce. In terms of U.S. Bureau of the Census methodology, the first U.S. decennial census in 1790
established the concept of “usual residence" as the main principle in determining where people were to be counted. This concept has
been followed in all subsequent censuses. Usual residence has been defined as the place where the person lives and sleeps most of
the time and is not necessarily the same as the person's voting or legal residence. Also, noncitizens who are living in the United States
are included, regardless of their immigration status. The State of Alaska uses a specific set of criteria for determining residents of
the state (i.e., those who qualify for Permanent Fund dividends). According to the state publication Nonresidents Working in Alaska
(Alaska Department of Labor and Workforce Development 2001), using these criteria, the highest concentration of non-Alaska
resident workers are found in the southwest region of Alaska and were primarily engaged in seafood processing. According to this
document, 70.9 percent of the workers in this sector in Alaska were not state residents. Of the top private sector employers of non-
state resident workers within the "manufacturing” sector, all five were seafood processing firms with ties to the Alaska
Peninsula/Aleutian Islands region, if not Unalaska itself. These firms (in alphabetical order) were Icicle Seafoods, Peter Pan
Seafoods, Inc., Trident Seafoods Corporation, UniSea, Inc., and Wards Cove Packing Company, Inc. Of the combined total of 11,006
workers reported for these firms, 8,669 individuals or 78.77 percent of the total number of workers were not classified as Alaska
residents. The workforce at the individual firms ranged between 71 and 86 percent non-Alaska resident. The relative importance
of state resident classification has been the subject of heated debate during recent NPFMC management decision-making processes
(for example, during the series of Inshore/Offshore decisions), but in practical terms for the purposes of a social impact assessment,
the nature of interaction and relationship between these workers and their worksite community appears to depend more on living
quarters configuration (i.e., industrial enclave style or more integrated with the rest of the community), work schedules, and
individual decisions regarding the allocation of personal time, among other factors, than it does on formal state residency status for
originally non-local workers - whether they be from elsewhere in Alaska or from another state.

3 The most dramatic population shift of this century, however, was brought about by World War I1. The story of the War,
and the implications for the Aleut population of Unalaska and the other Aleut communities of Unalaska Island, is too complex and
profound for treatment in this limited community profile. It may be fairly stated, however, that the events associated with World
War 1, including the Aleut evacuation and the consolidation of the outlying villages, forever changed the community and Aleut
sociocultural structure.
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Table 2.2-4 Ethnic Composition of Unalaska's Population: 1970, 1980, 1990, and 2000

1970 1980 1990 2000
Race/Ethnicity N % N % N % N %
White 56 31.0% 848 | 64.1% 1,917 62.1% 1,893 44.2%
African American 0 0.0% 19 1.5% 63 2.0% 157 3.7%
Native American/Alaskan 113 63.4% 200 15.1% 259 8.4% 330 7.7%
Aleut 107 60.1% - - 223 7.2% - -
Eskimo 5 2.8% - - 5 0.2% - -
American Indian 1 0.5% - - 31 1.0% - -
Asian/Pacific Islander* - - - - 593 19.2% 1,336 31.2%
Other** 9 5.6% 255 19.3% 257 8.3% 567 13.2%
Total 178 100% 1,322 100% 3,089 100% 4,283 100%
Hispanic*** NA NA NA NA 394 12.7% 551 12.9%

*  In the 2000 census, this was split into Native Hawaii and Other Pacific Islander (pop 24) and Asian (pop 1,312)

**  |n the 2000 census, this category was Some Other Race (pop 399) and two or more races (pop 168).

*** "Higpanic" is an ethnic category and may include individuals of any race (and therefore is not included in the total
as this would result in double counting).

Source: 1970 data, University of Alaska, 1973; 1980, 1990, and 2000 data, U.S. Bureau of Census

Apart from the World War 11 years, prior to the growth of the current commercial fisheries-based economy
that traces its present configuration back to 1970s, Unalaska was traditionally an Aleut community. With the
growth of the non-Aleut population, Aleut representation in the political and other public social arenas
declined significantly. For example, in the early 1970s, Aleut individuals were in the majority on the city
council; by the early 1980s, only one city council person was Aleut (1Al 1987:65). If one looks at Aleuts (or
Alaska Natives) as a percentage of the total population, the change over the period of 1970-1990 is striking.

In 1970, Aleut individuals made up slightly over 60 percent of the total community population (and Alaska
Natives accounted for a total of 63 percent of the population). In 1980, Alaska Natives, including Aleuts,
accounted for 15 percent of the population; by 1990, Aleuts comprised only 7 percent of the total community
population (with Alaska Natives as a whole accounting for 8 percent of the population). Overall
representation was similar in 2000. This population shift is largely attributable to fisheries and fisheries-
related economic development and associated immigration. The fact that there is a "core™ Aleut population
of the community with a historical continuity to the past also has implications for contemporary fishery
management issues. These include the activities of the Unalaska Native Fisherman's Association and active
local involvement in the regional CDQ program. While neither of these undertakings exclude non-Aleuts,
Aleut individuals are disproportionately actively involved (relative to their overall representation in the
community population).

Another reflection of the diversity of the community and the distribution of different subpopulations within
the community may be seen in the population differentiation by housing type. Group housing in the
community is largely associated with the seafood processing workforce. As shown in Table 2.2-5, 52 percent
of the population lived in group housing in 1990 and 51 percent of the population did so in 2000. While
comparable 2000 data are not yet available, Table 2.2-6 provides 1990 census information on group housing
and ethnicity for Unalaska. Also asshown, the total minority population proportion was substantially higher
in group quarters (49 percent) than in non-group quarters (31 percent).
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Table 2.2-5 Group Quarters Housing Information, Unalaska, 1990 and 2000
Group Quarters Population Non-Group Quarters Population
Percent of Total Percent of Total
Year Total Population Number Population Number Population
1990 3,089 1,614 52.25% 1,475 47.75%
2000 4,283 2,192 51.18% 2,091 48.82%

Source: U.S. Bureau of the Census 1990 STF2, Census 2000 Summary File 1

Table 2.2-6 Ethnicity and Group Quarters Housing Information, Unalaska, 1990

Group Quarters Non-Group Quarters
Total Population Population Population

Race/Ethnicity Number Percent | Number Percent Number | Percent
White 1,917 62.06% 870 53.90% 1,047 70.98%
Black 63 2.04% 55 3.41% 8 0.54%
American Indian, Eskimo, Aleut 259 8.38% 20 1.24% 239 | 16.20%
Asian or Pacific Islander 593 19.20% 434 26.89% 159 | 10.78%
Other race 257 8.32% 235 14.56% 22 1.49%
Total Population 3,089 | 100.00% 1,614 100.00% 1,475 | 100.00%
Hispanic origin, any race 394 12.75% 337 20.88% 57 3.86%
Total Minority Population 1,252 40.53% 795 49.26% 457 30.98%
(Tvc\’ltﬂ'té\',‘\’lg'n'\ﬂ‘iggg]E;’p“'a“"” 1,837 59.47% 819 |  50.74% 1,018| 69.02%

Source: U.S. Bureau of the Census 1990 STF2

During recent field interviews for this project and other NPFMC projects, a number of individuals, including
local governmental officials and individuals from various private sector enterprises, commented that it
appeared to them that there were less people overall in the community in the 2000-2001 period than in the
recent past, although there are no hard data available to verify this. Speculation included that with the
apparent slowdown in the local support service economy with the AFA-related cessation of the race for fish
within the pollock fishery, there has been some population loss among the permanent population (along with
the non-appearance of some former seasonal regulars in the community). Again, there is no quantitative
information available to check this speculation. Anecdotal evidence cited by interviewees includes less
participation in city-sponsored recreational sports (e.g., the basketball league has seen a drop in the number
of teams), and an easing of the shortage of housing (discussed below).

Age and Sex

In the recent past, and particularly with the population growth seen in association with the development of
the commercial fishing industry, Unalaska's population has had more men than women. Historically, this has
been attributed to the importance of the fishing industry in bringing in transient laborers, most of whom were
young males. Table 2.2-7 portrays the changes in proportion of males and females in the population for the
years 1970, 1980, 1990, and 2000.
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Table 2.2-7 Population by Age and Sex, Unalaska: 1970, 1980, 1990, and 2000

1970 1980 1990 2000
Attribute N % N % N % N %
Male 98 55% 858 65% 2,194 71% 2,830 66%
Female 80 45% 464 35% 895 29% 1,453 34%
Total 178 100% 1,322 100% 3,089 100% 4,283 100%
Median Age 26.3 years 26.8 years 30.3 years 36.5 years

Source: 1970 data, University of Alaska, 1973; 1980, 1990, and 2000 data, U.S. Bureau of Census

Census data from the period 1970-1990 showed a climb in median age from 26.3 years to 30.3 years and then
a further jump to 36.5 years in 2000. This is commonly attributed to the relative size of the workforce in
comparison to resident families. That is, there is quite a large proportion of adult residents included in the
census counts who are not raising children in the community, thereby raising the median age. On the other
hand, what the median age information does not portray is that older age bracket residents (i.e., those
individuals typically past their "working years") tend to be under represented in Unalaska compared to the
general population, as few non-lifetime residents of the community choose to stay in Unalaska in their
retirement years.

School district enrollment figures are presented in Table 2.2-8. This is another indicator of the changing
nature of Unalaska's population over the time period portrayed. One can see in the enrollment figures, for
example, the enroliment decline that followed the economic decline of the fishing industry in the early 1980s,
following the crash of locally important king crab stocks. Enrollments have increased from the late 1980s
onward, reflecting two trends, according to school staff. One is the overall growth of the community, and
the other is the increase in the number of people who are making Unalaska home for their families. As
shown, however, the growth has leveled off recently. As of December 2001, the City was finalizing a
significant expansion of the school, including a new elementary school/administrative offices structure on
a non-contiguous portion of the campus. The issue of whether to proceed with the expansion during a time
when community population was experiencing a plateau if not decline, and a leveling off of student
population in particular, was the subject of debate and a highly contested ballot measure in the community,
with the decision to proceed with the expansion passing by a handful of votes.

The link between the fisheries and school population can in part be seen through a categorization of the
employment, by sector, of parents of Unalaska schoolchildren as ascertained by the Unalaska School District
as of January 2000 and shown in Table 2.2-9. As shown, the largest single sector was government/public,
but fish processing and fishing support accounted for 36 percent of the total. According to school staff, the
assignment of individual employers/entities to these categories (especially the "fishing support™ category) is
inexact, but gives an indication of the relative strength of ties of the different sectors to the school population.
One trend that senior staff did note during interviews was an increase in students for whom English is a
second language. According to senior school staff, 47 percent of the 2000-2001 kindergarten class were ESL
(English as a second language) students. Also, according to school staff the Unalaska City School District
was recently named in a poll as one of the top 100 school districts in the country and placed first in the state
in exit exam scores, which has spurred an increase in enrollment of students from smaller villages in the
region. For the most part, these are individuals who have chosen to stay with relatives in Unalaska to take
advantage of the local educational opportunities, but there is now more opportunity for families to relocate
to Unalaska from other regional communities with easing of the local housing shortage.
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Table 2.2-8 Unalaska City School District
Enrollment, Fiscal Years 1978-2002

Fiscal Year* School Enroliment
FY 1978 133
FY 1979 140
FY 1980 200
FY 1981 186
FY 1982 191
FY 1983 151
FY 1984 140
FY 1985 140
FY 1986 137
FY 1987 159
FY 1988 159
FY 1989 159
FY 1990 225
FY 1991 256
FY 1992 290
FY 1993 330
FY 1994 359
FY 1995 356
FY 1996 353
FY 1997 373
FY 1998 380
FY 1999 353
FY 2000 352
FY 2001 352
FY 2002 369

* Fiscal year designation notes the calendar year in school year
ended (e.g., FY 1978 refers to the 1977-1978 school year, and
FY 2002 refers to the 2001-2002 school year).

Source: Spreadsheet supplied by Unalaska City School District,

December 2001

Table 2.2-9  Parent Employment by Sector, Unalaska City School District

Fiscal Year 2000

Parent Employment Sector Percentage
Government/Public 28%
Fish Processing 18%
Fishing Support 18%
Retail/Restaurant/Services 17%
Transportation/Freight 16%
Self Employed/Unemployed 3%
Total 100%

Source: Unalaska City School District 2001
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Housing Types and Population Segments

Household types in Unalaska vary by population segment, although this has changed in recent years. In the
early 1990s, it was a truism that virtually all permanent residents lived in single-family dwellings, whereas
short-term workers lived in group housing at worksites. This pattern has changed somewhat over the years
with the construction of a number of multi-unit complexes not associated with particular employers. Itis still
the case, however, that processing workers for the seafood plants tend to live in housing at the worksite and
longer-term workers at the shoreplants tend to live in company housing adjacent to worksites. One seafood
processor, however, owns multi-family dwellings in what is otherwise primarily a single-family residential
area, so its workforce tends to be differently distributed geographically than other workforces. Some
residents of the community have drawn the distinction, with respect to processing firms, that one is not fully
aresident of the community unless one has a private residence in the community (i.e., that the "test" of "real"
residency is tied to whether one lives in company-provided housing). This distinction breaks down, however,
when one examines the issue on a detailed level, as a number of companies (and not just seafood firms)
provide or subsidize housing for employees in Unalaska both adjacent to and separate from their worksite
locations; also, the persons living in such residences may, in fact, stay in the community for considerable
lengths of time (outstaying many in "private" residences) and become centrally involved in community life.
Still, in various political arenas, one hears claims made for the virtue of particular points of view based on
whether individuals own homes and pay property taxes in the community.

The housing market has also changed during the period 1998-2001. Through the mid-1980s and the 1990s,
housing was at a premium in the community, with virtually zero vacancy rates and waiting lists for rental
opportunities. According to City staff, as of 2000, housing and rental prices had not appreciably dropped,
but demand has slackened considerably such that there are no longer waiting lists maintained by some of the
larger housing owners. According to the City appraiser and planning staff, home sales are slower than in the
past, and there is some concern about declines in value, but those concerns have not been realized yet. This
was still the case during 2001 fieldwork. Also according to the City, although rental demand is off, rents have
not yet begun to drop in response to decrease in demand. This "softening™ of the housing market is directly
attributed by most to recent changes in the local fishery, including the slowing of the "race for fish” in the
pollock fishery that was made possible by the AFA and the formation of co-ops, among other fishery-related
factors.

The most recent housing market survey conducted by the City of Unalaska was completed November 2000 (City
of Unalaska Planning Department Spreadsheet, February 2001) and noted that there has been "some curiosity
expressed" about how 31 new units in the community will affect the rental market. These units include 16
apartments and 15 single-family dwellings for low-income residents (with the single-family dwellings further
restricted to Alaska Native/Native American residents). Until very recently, the impact of the addition of new
units to the community housing stock on rental rates would not have arisen as an issue. This same survey found
that "while only one participant [in the survey] acknowledged lowering rental rates, several of the others
acknowledged changing some of their rental policies, e.g., no last month deposit or renting to the general public
if units are not required for employees.” According to interview data, some landlords are now including fuel or
utilities costs in the rental price, with the owner of the largest stock in the community including utilities. The
housing survey also found that the upper range for housing costs had decreased slightly between 1997 and 2000
for apartments, whereas the costs for single-family dwellings increased slightly over this same period.

Another recent change in housing mentioned in interviews is that companies (other than the major seafood
processors) are less likely to supply housing for workers than was the case in the past. This is reportedly due
to there being more housing available on the market now, such that companies do not feel forced to tie up
housing units for the entire year to be able to meet employee housing needs during peak demand periods.
While there are no systematic data available to document this common assertion, the City of Unalaska has
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discontinued the practice of holding long-term housing leases, which until very recently was a common
practice due to the local housing shortage. According to City staff, as of 2001, the City retained just one lease
for housing, and this was on a month-to-month basis. At present (2002) there are also rental vacancies in the
community and have been for at least a year. One long-term resident noted that the local access television
channel now commonly runs postings for rental opportunities, whereas in the recent past virtually all rental
opportunities were communicated by word of mouth and openings never had a chance to hit the open market.

Local Economy and Links to the Crab Fishery

In the late 1970s and early 1980s the community prospered significantly from the king crab fishery. The crab
boom resulted in a dramatic increase in both fishing boats and processors in town. In the mid-1970s there
were from 90 to 100 commercial vessels regularly fishing the Bering Sea. By 1979 the number had jumped
to between 250 and 280, an increase so dramatic that it was difficult for skippers to find crew members. The
king crab fishery subsequently declined precipitously and fishermen and processors alike have had to
diversify their businesses in order to survive. One of the avenues of diversification was the pollock fishery,
and this fishery has provided an economic mainstay for the community in subsequent years.

Table 2.2-10 shows the volume and value of fish landed at Unalaska over the period 1977-2001. This span
encompasses the high year of the king crab fishery and shows the decline of the fishery thereafter, and the
growth of the pollock fishery. Average value per pound is an artificial figure in that it combines a number
of different variables, but it is useful for an overall look at how volume and value have varied over the years
(particularly as pollock, a relatively high volume, low value per unit species grew in importance as a
component of the community processing base). As shown, Unalaska has ranked as the number one U.S. port
in volume of landings since 1992 and ranked first in value of landings from 1988 to 1999.'* In 2000, Unalaska
dropped to second in value of landings behind New Bedford, Massachusetts, and remained there in 2001.
(In 2001, New Bedford value of landings totaled $150.5 million on a much lower volume [106.9 million
pounds] than landed in Unalaska).

The commercial fishery provides a very large component of the employment base in Unalaska. According
to the City of Unalaska Comprehensive Annual Financial Report for the fiscal year ending June 30, 2001,
"The Unalaska economy is driven by the seafood industry. About half of the Unalaska labor force is
employed by the seafood industry, and 90 percent of the workers consider themselves dependent on the
seafood industry.” According to a telephone survey conducted by the City and included in that same report,
the top four employers in the community are seafood industry businesses (Table 2.2-11). The City is the fifth
largest employer, and the next two are shipping firms that rely virtually exclusively on the seafood industry.
These firms are followed by the school district, which is followed by a fuel and vessel supply firm that relies
very heavily on the fishing industry. Itis only at the tenth position on the list that one comes to an employer
that is not a seafood company, a direct/exclusive support firm for commercial fishing sector firms, or a
government entity. Nevertheless, this firm does derive a portion of its business from supplying fishing
vessels.

Y5 ports in U.S. territories are included, Unalaska/Dutch Harbor ranks second behind Pago Pago in American Samoa for
at least some of these years. As the center of the U.S. flag tuna fishery, value of landings at that port in 1998 (approximately $232
million) more than doubled Unalaska/Dutch Harbor's total for that same year, the last full year for which data are available (NMFS
2001b).
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Table 2.2-10 Volume and Value of Fish Landed at Unalaska, 1977-2001

Volume Value
Millions of Millions of Average Value

Year Pounds US Ranking Dollars US Ranking ($/Ib)*

1977 100.5 - 61.4 - 0.61
1978 125.8 - 99.7 - 0.79
1979 136.8 - 92.7 - 0.68
1980 136.5 3 91.3 10 0.67
1981 73.0 5 57.6 11 0.79
1982 47.0 6 47.8 14 1.02
1983 48.9 9 36.4 15 0.74
1984 46.9 20 20.3 13 0.43
1985 106.3 18 21.3 8 0.20
1986 88.3 9 37.2 10 0.42
1987 128.2 4 62.7 8 0.49
1988 337.3 3 100.9 1 0.30
1989 504.3 2 107.4 1 0.21
1990 509.9 2 126.2 1 0.25
1991 731.7 2 130.6 1 0.18
1992 736.0 1 194.0 1 0.26
1993 793.9 1 161.2 1 0.20
1994 699.6 1 224.1 1 0.32
1995 684.6 1 146.2 1 0.21
1996 579.0 1 118.7 1 0.20
1997 587.8 1 122.6 1 0.21
1998 597.1 1 110.0 1 0.18
1999 678.3 1 140.8 1 0.21
2000 699.8 1 124.9 2 0.18
2001 834.5 1 129.4 2 0.15

* Average value derived from volume and value data.

Source: 1977-1979 data from NMFS data as cited in IAl 1991; 1980-1996 data from National
Marine Fisheries Service data cited in City of Unalaska FY 97 Annual Report (December 1997);
1997-2000 data via personal communication from NMFS Fisheries Statistics and Economics
Division, Silver Spring, MD (accessed through NMFS Website -
<http://www.st.nmfs.gov/stl/commercial/landings/Iport_hist.html>)
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Table 2.2-11  City of Unalaska, Ten Principal Employers, June 30, 2001

Employer Type of Business
UniSea, Inc. Seafood, Hotel
Westward Seafoods, Inc. Seafood
Alyeska Seafood, Inc. Seafood
Royal Aleutian Seafoods, Inc. Seafood
City of Unalaska Local Government, Utilities, Ports
CSX Lines, Inc. Transportation
American President Lines, Ltd. Transportation
Unalaska City School Primary, Secondary Education
Western Pioneer, Inc. Fuel, Vessel Support
Alaska Commercial Company Grocery, Retall

Source: City of Unalaska, Comprehensive Annual Financial Report for the Fiscal Year ending June 30, 2001

Beyond employment, fishing and fishing support define a substantial portion of the identity of the
community, and fishing-related issues extend into many other areas of community life. An example of the
engagement of the community with the direct and fisheries support sectors and vice versa may be seen in the
composition of local government decision makers. At the time of fieldwork for this project (December
2001), of the seven city council plus mayor positions, two were held by current in-community processor
employees, one was held by an individual with ties to both at-sea processing and support services, and three
were held by persons employed in a range of support sector businesses with primary ties to the fishery
(hydraulics, fuel, and shipping). Only one council person had no direct ties to the fishery or the primary
support sector. At least one individual now in the support sector originally came to the community as a
fishery sector employee, and only the individual with no ties to the fishery or its support services has
multigenerational family roots in Unalaska.

The following discussion of the fishing industry is divided into the harvesting and processing sectors, as each
has significance for the Unalaska economy and community. A third section provides information on fishing
industry support services.

Harvesting

As discussed in previous documents (e.g., the Steller Sea Lion Protection Measures SEIS [NMFS 2001a]),
the vast majority of fish landed in Unalaska both in terms of volume and value are landed by vessels from
outside of the community. Unalaska is at once both an industrial-scale fishing community and a small boat
fleet town. It is home to a greater concentration of processing and catcher vessel activity than any other
Alaskan community, but its residential fleet is much smaller than a number of much smaller communities
within the same region (e.g., King Cove and Sand Point). The following discussion is divided into small and
large vessel subsections.

Small Vessel Fleet

There is at present little direct participation in the BSAI crab fisheries by vessels owned or crewed by local
residents, but there is a local small commercial catcher vessel fleet that interacts to some degree with the
larger as well as the smaller crab and multi-species processors. A portion of the fleet is represented by the
Unalaska Native Fisherman’s Association, and according to earlier interview data, in 1998 there were 24
boats in the association, ranging in size from 18-foot skiffs up to a 68-foot commercial vessel. In late 2001,
membership was described as fluctuating between 20 and 50 boats, depending on the nature of fisheries
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management/political climate. This association is open to Natives and non-Natives alike, but there is a
requirement that members must live in the community 8 months per year. This entity, with financial support
of the regional CDQ group, represents the interests of Unalaska small boat fishermen before the NPFMC by
underwriting travel expenses for local representatives to attend the meetings. During fieldwork in December
2001, the Association's president noted that the organization had never discussed crab rationalization and
so did not have an official position regarding the different approaches under consideration. Association
representatives did note, however, concerns that if processor quotas were part of the program there could be
adanger of returning to a “company town" type of fishery through consolidation that would be like those seen
in the salmon fisheries in the 1950s. At the February 2002 NPFMC meetings, a resolution from the
Association, dated January 27, 2002, was presented to the NPFMC, urging the NPFMC (and other entities)
"to require strong standards for conservation and community health before any new individual quota program
or other limited access programs are adopted for our fisheries resources in Alaska™ with a feature of the plan
to "include eligibility for coastal communities” (Unalaska Native Fisherman's Association 2002).

Local vessels do not participate in the locally important pollock fishery, but they do participate in the local
cod, halibut, and crab fisheries on a small scale. A frequently noted problem in developing markets and long-
term relationships with the larger processing entities, however, is that the locally based fleet consists of small
vessels by Bering Sea standards. In practical terms this means that they are more weather dependent than
larger vessels and have a smaller delivery capacity per trip, which makes it difficult for larger plants to
accommodate what are by necessity small and sporadic deliveries. There are two smaller processing entities
in the community that, in addition to doing custom processing for the larger processors and serving the local
charter sportfishing sector, also serve as an important market for the local small boat commercial fleet.
Information from interviews conducted for this and other recent projects suggests that very few if any of
Unalaska's small vessel owners derive household or individual income exclusively from commercial fishing,
and that commercial fishing for small boat owners is generally one part of a (variable) multiple income source
strategy of "piecing together a living." In the words of one long-time local vessel owner, "you could do it
[support a family off of local commercial fishing] when I was young, but if | had to support a family now,
I would have to be a longshoreman."

According to information gained from interviews conducted for this project in December 2001, local small
boat participation in BSAI crab fisheries has dropped to near zero due to closures restricting access to crab
in waters near the community, with tanner having been closed since 1994 and king crab since the early 1980s.
When open, the tanner fishery was effectively an Unalaska Bay fishery for the small boats, but there was
some competition from larger vessels that would drop pots on the local grounds on the way out to more
distant fishing areas and retrieve them on their return to port. Local small vessel interviewees ranged in their
estimate of the number of locally owned small vessels still participating in any BSAI crab fishery as between
one and three vessels. At least some local small vessels do participate indirectly in the crab fisheries by
selling bait to the larger vessel crab fleet. Reportedly, however, this business has been made much more
difficult with the very short crab seasons, and a lengthening of seasons through rationalization would assist
this local market for small vessel owners, through longer turnarounds as well as more port calls during an
extended season. This would make investment in such enterprises less speculative as well.

Information on local small vessel participation in the groundfish fishery is more readily available than
information on the fleet's participation in the BSAI crab fisheries, due to these fisheries being open in recent
years and having enough entities that data on the fishery are not confidential for most years. Between 1992
and 2000, as shown in Table 2.2-12, between 3 and 21 Unalaska resident-owned vessels less than 60 feet have
had landings in targeted groundfish fisheries in any given year. Also as shown in this same table, the total
value of groundfish ex-vessel revenues for the community-based fleet ranged between $40,000 to $250,000
per year during this same time period, for the years that can be disclosed. A couple of trends are apparent in
this table. The number of vessels during this era peaked at 21 in 1996 and has declined every year since, with
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the 7 vessels fishing in 2000 representing a 67 percent reduction from the 1996 fleet size. Total Unalaska-
owned vessel groundfish ex-vessel revenues have declined over this same 1996-2000 period, but not as quickly
as the number of vessels themselves, resulting in a 50 percent reduction of annual revenues between 1996 and
2000. This has had the effect of raising the average revenue per vessel within the reduced fleet by 201 percent
between 1996 and 2000. Among the groundfish species, Pacific cod plays a dominant role for these vessels.
Between 1992 and 2000, Pacific cod accounted for between 71 and 100 percent of value of catch for this fleet
in any given year, with an average of 92 percent per year over this span. Over the most recent 4 years, 2000
through 1997, Pacific cod accounted for 89 percent of total value of catch for the Unalaska-owned under 60
feet fleet. There is no state water groundfish fishery in the Bering Sea near the community, so these data all
refer exclusively to federal water fisheries. Two to four Unalaska resident-owned vessels 60 feet or greater
participated in the targeted groundfish fishery each year for the years 1992-1999, but none did so in 2000.

Table 2.2-12  Vessels <60 Owned by Unalaska Residents with Landings in
Groundfish Target Fisheries and Groundfish Ex-vessel Revenue of
Unalaska/Dutch Harbor Resident Owned Vessels, 1992-2000

Unalaska-Owned Vessels,
Number of Groundfish Ex-Vessel Revenue
Unalaska-Owned Total Average per Vessel

Year Vessels (thousands of dollars) (dollars)

1992 6 40 $6,700
1993 3 suppressed suppressed
1994 16 110 $6,900
1995 13 250 $19,200
1996 21 150 $7,100
1997 16 120 $7,500
1998 9 110 $12,200
1999 9 110 $12,200
2000 7 100 $14,300

Note: Includes "ghost vessels"
Source: CFEC/ADFG Fish Tickets, June 2001

Reportedly, the activities of this local small boat groundfish fleet are effectively constrained to the west of
Unalaska Bay on the north side of Unalaska Island, due to environmental as well as potential gear conflict
factors. According to one local longline fisherman, if fishing is attempted to the east, currents in the major
passes, especially when combined with rough weather, make for untenable conditions for small boats.
Further, frequent transits of this area by the larger-scale fishing fleet as well as the numerous shipping vessels
that call on the Port of Dutch Harbor make gear loss too great of a risk to be conducive to fishing in the area.
In contrast, the waters to the west feature less current and more sheltered or protected areas for small boats
to ride out rough weather. In general, the open Bering Sea conditions near Unalaska present difficulties for
small boat fishermen as little adequate shelter exists outside of Unalaska Bay itself. This is equally applicable
to groundfish and crab pursuits.

In terms of the number of participants, the local jig fleet has seen growth and decline in recent years.
According to CFEC and Alaska Department of Fish and Game (ADF&G) fish ticket data, three
Unalaska/Dutch Harbor jig vessels fished groundfish in 1992, two fished in 1993, and then there was an
upsurge in participation with between 13 and 18 vessels reporting per year from 1994 to 1997, inclusive. A
decline quickly followed, however, as in 1998, 1999, and 2000, there were 9, 8, and 7 vessels participating
each year, respectively.
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There has been a recent shift in the importance of different gear types among community vessels targeting
Pacific cod. During the 1993 to 1998 period, 95 percent of Pacific cod landed by Unalaska-owned vessels
under 60 feet were caught using jig gear. In 1999 and 2000, catch by vessels using longline gear increased
significantly but specific figures cannot be disclosed due to confidentiality restrictions. Table 2.2-13 presents
information on number of Unalaska/Dutch Harbor vessels specifically targeting Pacific cod by gear type use.
As some vessels utilize more than one type of gear, the total number of vessels that fished in any given year
may be less than the sum of the counts by gear types for that year. As shown, the number of vessels using
jig gear far outnumber the vessels using any other gear type for all of the years shown.

Table 2.2-13  Number of Unalaska/Dutch Harbor Vessels < 60" Targeting
Pacific Cod in the Bering Sea by Gear Type Utilized, 1992-2000
Number of Vessels
Year Longline Jig Other Pot Trawl Total
1992 4 3 0 0 0 6
1993 1 2 0 0 0 3
1994 1 12 0 0 0 13
1995 3 12 0 0 0 13
1996 1 18 1 0 1 19
1997 2 13 1 1 0 15
1998 0 9 0 0 0 9
1999 2 8 1 0 0 9
2000 2 7 0 0 0 7

Source: CFEC/ADFG Fish Tickets, June 2001

According to one local long-term fisherman, while there has been more local groundfish activity utilizing jig
gear since the development of the contemporary small boat groundfish fleet, there has been an increasing
emphasis on longline gear in the past couple of years by some local residents (and this observation is
consistent with the quantitative data available). In addition to these individuals, there are also individuals
who, while not long-term residents, fish the area on a generally regular basis using small vessels and longline
gear. According to this fisherman, at the time of the interview (late 2001), there were about three small boat
longline fishermen who "live in houses™ in the community, another three or so who lived on their boats, and
about three others who seasonally came to the area to fish, with some turnover being common in the latter
group. Characterizing the level of effort of the "local" component is problematic with currently available
data. Most deliveries by these vessels have been characterized as being made at two local small processors
rather than the large volume "industrial" plants due to a typically better price structure, but a relatively small
portion is reported to also be made at the largest plants in the community for a variety of reasons, including
the ability to obtain different types of operational support at the larger facilities that are unavailable at the
small processing operations.

It is also important to note that there are a number of vessels that are not owned by community residents in
the under 60 feet class that deliver to Unalaska (and Beaver Inlet) processors. Table 2.2-14 provides
information on ex-vessel revenues for all under 60 feet vessels that make local deliveries and includes all
groundfish species, including Pacific cod, sablefish, and so on. Examining the figure for the fixed gear vessel
class 33 to 59 feet for 2000, it can be seen that the value for this sector alone ($1.23 million) is about 12 times
higher than the total ex-vessel revenues for all Unalaska/Dutch Harbor resident-owned under 60 feet vessel
classes combined for the same year ($0.10 million, as shown in Table 2.2-12). While the Unalaska/Dutch
Harbor-owned small vessels may not fish far from the community, it is clear from the landings data that small
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vessels in these same gear classes from other communities fish far from their owners' communities (i.e., in
the Unalaska/Dutch Harbor area).

Table 2.2-14  Groundfish Ex-Vessel Revenue of Vessels <60" Delivering to Processors on
Unalaska Island, 1992-2000

Ex-Vessel Revenue by Gear Type (millions of dollars)
Fixed Gear Fixed Gear
Trawl Catcher | Catcher Vessels | Catcher Vessels

Year Vessels < 60’ 33-59' <32 Ghost Total

1992 0.14 1.75 0.11 0.01 2.01
1993 0.05 0.78 0.02 0.01 0.86
1994 0.01 0.64 0.17 0.01 0.83
1995 0.05 1.62 0.12 0.07 1.86
1996 0.02 0.93 0.10 0.03 1.08
1997 0.00 0.65 0.09 0.03 0.77
1998 0.02 0.31 0.10 0.02 0.45
1999 0.08 0.70 0.04 0.12 0.94
2000 0.03 1.23 0.02 0.03 131

Note: Includes landings to the Northern Victor, which operates in Beaver Inlet outside of any municipal (or

borough) boundary, but not landings to the Arctic Enterprise, which operated in Beaver Inlet for part of
this period, but more recently has been operating in Akutan Bay. Other than the Northern Victor, all
landings were made within the municipal boundaries of Unalaska.

Source: CFEC/ADFG Fish Tickets, June 2001

Unalaska did not qualify as a CDQ community, but it is an ex-officio member of the APICDA. This CDQ
group partners with both an onshore and offshore entity and offers training programs in Unalaska. Though
Unalaska is not formally a CDQ community, according to interview data it is in fact where more of APICDA
training and other programs are run because of the size of the population it services in the community.
Although theoretically the recent increase in CDQ quota under AFA hurt the community as a hon-CDQ
participant, the simultaneously occurring increase in onshore quota, again in theory, more than made up the
difference. The precise impacts of this shift on the community are not possible to ascertain with available
data, but it is known that given CDQ partnerships with onshore and offshore sector participants that directly
or indirectly benefit the community through either local economic activity or payment of taxes in one form
or another, the consequences of the change are likely to be minor indeed. When queried about the impact of
CDQ allocation change, a number of respondents offered the opinion that it was simply a "cost of doing
business."

Large Vessel Fleet

The large vessels from outside of the community that are associated with the individual shoreplants are
discussed in overview in the processor section, and in more detail in the Seattle profile as that is the home
community for the large majority of the locally delivering fleet. This section provides some information on
the Unalaska community links to that fleet, and attributes of that fleet that are relevant to local community
social impacts of rationalization.

Ownership patterns of the large catcher vessels have been changing in recent years, however, and this is
making the local versus outside fleet dynamic somewhat more complex. This is more obvious within the
groundfish fishery (and the pollock fishery specifically) than it is within the crab fishery. Within the pollock
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fishery, one of the trends in recent years has been the dramatic increase in ownership and/or control (through
third-party entities with some type of business relationship to the processors) of pollock harvest vessels by
the shoreplants in Unalaska. Prior to this pattern of acquisition, it was accurate to say that no permanent
residents of Unalaska were involved in the pollock fishery as vessel owners, nor were any vessels homeported
out of Unalaska in the sense of being the community of residence for the skipper and crew. With the changes
in ownership patterns have come complexities for the description of the relationship of the harvest fleet to
the community. While it is still true to say that no independent fishermen who are permanent residents of
the community own pollock harvesting vessels, some pollock harvesting vessels are now owned (partially
or wholly) by economic entities based in the community (or, given the complex nature of corporate
relationships and/or restrictions on foreign ownership of the fleet, by entities with close relationships with
entities based in the community). This change in ownership pattern, while it may have shifted where vessels
are homeported or, perhaps more importantly from an economic perspective, spend more of the year, it is still
the case that very few, if any, permanent residents of the community work on pollock harvesting vessels.

Under AFA conditions, there have been some additional changes in ownership of catcher vessels delivering
to Unalaska, and the details of this shift are analyzed the Council's AFA Report to Congress (NPFMC 2002).
There have been examples in Unalaska of a vessel being purchased by other vessels within a co-op and the
redistribution of the purchased vessel's quota share being distributed among other vessels in the co-op, and
of vessels changing ownership and moving between co-ops that are based in different communities. Further,
guota has been rented to other co-op members as well. None of these changes involved local residents, and
none of the shifts of quota resulting from these actions are considered of a magnitude to have created
community level impacts.

There are also indications that there are fundamental changes in relations between vessel crew and owners
with the conversion of one or more vessel crew compensation structures from a share to a wage basis on
vessels controlled by processing entities. How closely this is tied to rationalization itself, and how this
experience may in turn be generalized to crab rationalization conditions is unclear; however, this type of shift
is perhaps consistent with an assigned quota system where vessel revenues are generally predictable. Crew
share systems are, of course, well suited for a fishing environment where the crew shares in the economic risk
and benefits in the rewards of uncertain outcomes. However, with what is essentially corporate ownership
of a stable quota share, there are those who feel that results can be obtained from vessels without utilizing a
share incentive system. This is consistent with the observation of one locally based skipper, that with the
AFA co-op quota assignment system, operating a vessel has become more like "running a combine"” than
hunting, as "everything is in fences now." Different AFA processors in Unalaska have very different vessel
ownership/control patterns, with one processor having virtually no ownership interest (having decreased from
a minor ownership share previously) while others have quite strong interests. While these specific changes
may or may not be rationalization/AFA influenced in their timing, clearly the trends of processor control of
catch capacity leading to these logical consequences were operating in the pre-AFA environment. Further,
there has been considerable speculation related to the differential economics of various price points when it
comes to what plants pay for fish, given different catcher vessel ownership relations. Where plants control
a large portion of the delivery fleet (and can thus decide where to take their profits in that transaction), the
price paid to non-directly controlled vessels becomes a marginal cost, with different rules about what makes
economic sense in comparison to a fleet not controlled by a processor. While there were numerous opinions
about the logical outcome of these circumstances under an AFA-driven management regime, clearly these
potential changes have not yet fully played themselves out in the relatively brief time since the
implementation of onshore co-ops in Unalaska.

According to interviews conducted in 2001 for an AFA social impact assessment (NPFMC 2002), while there
has been leasing of quota between vessels that resulted in greater overall economic efficiency, there have been
some cases Where there has been a reluctance of vessel owners to trade the resource due to concerns or lack

APPENDIX 3 — SOCIAL IMPACT ASSESSMENT 44 AUGUST 2004



of trust in what NMFS or NPFMC may do in the long run. That is, despite incentives to lease quota, some
owners are still protective of maintaining an ongoing history of direct participation in the pollock fishery as
a hedge against possible future changes in fishery management. It would seem likely that the situation would
be similar under crab rationalization but, of course, the ultimate degree of similarity between the two
programs would influence this.

Another change among catcher vessels participating in Unalaska-based pollock co-ops is the level of
information sharing between vessels, such that vessels can coordinate catch timing and location to optimize
timing at the processing plant. In some ways, the co-ops have resulted in "absolute flexibility" from the
perspective of coordination and running a processing plant. From the perspective of the catcher vessel owner,
although most agree wholeheartedly that co-ops are a better management system than complete open access,
the current system in some ways represents a loss of flexibility in terms of the strength of ties to a particular
processor. Of course, the change with co-ops is to some degree more apparent than real, given the existing
ownership/control patterns of a good proportion of the fleet and the limited number of delivery options
available to vessels without a commitment to any particular plant.

Yet another change in the 1999-2001 era is the differential importance of small harvest vessels for some
operations in the face of harvest area restrictions related to Steller sea lion resource protection areas. Catch
and delivery by co-op member vessels that are small enough to fish inside areas closed to the larger vessel
classes can be coordinated to optimize the overall delivery schedule. This has been recognized as an
important strategic approach by at least one processor to date, but clearly the utility of such an approach is
enhanced or limited by the scale of the individual processing operation. This situation is quite different for
the crab fleet.

Another type of relationship change between catcher vessels and shore processors in Unalaska resulting from
the implementation of co-ops is the degree of management coordination between the vessel co-op and the
plant, as realized in the creation of co-op manager positions. These individuals represent the co-op in dealing
with plant management and are privy to a level of detail about plant operations and economics that simply
was not communicated to the catcher fleet prior to the formation of co-ops. It would seem likely that this type
of system would also be implemented were crab co-ops to be formed.

Processing

The history of shoreplant operations in Unalaska is available in the NPFMC community profiles developed
for the Inshore/Offshore-1 amendment (1Al 1991), and more recent changes in the range of variation of
operations in the community have been summarized in other NPFMC and NMFS documents (e.g., the
NPFMC Inshore/Offshore-3 SIA analysis [IAl 1998], Groundfish SEIS [NMFS 2001c], and the Steller Sea
Lion Protection Measures SEIS [NMFS 2001a]) and are not recapitulated here. Rather, this section focuses
on recent changes in the sector with respect to the crab fishery and the relationship of the sector to the
community.

Tables 2.2-15 and 2.2-16 display information on processing value of BSAI crab species included in the
various rationalization alternatives for the years 1991-2000 for crab processors in Unalaska. Table 2.2-15
shows information by species and year expressed in dollars and, as shown, Bering Sea opilio accounts for the
highest value of any individual species over this time span. Table 2.2-16 also provides processing value
information, but expressed as a percentage of total crab processing in any given year. The columns in this
table allow an at-a-glance assessment of the "relative worth™ to the community of the individual species on
a year-by-year basis. Year-to-year fluctuations are also readily apparent.

APPENDIX 3 — SOCIAL IMPACT ASSESSMENT 45 AUGUST 2004



Table 2.2-15

Total Processed Value of Relevant BSAI Crab Species, by Species and Year, Unalaska/Dutch Harbor, 1991-2000

Fishery Category 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 Grand Total
Adak Brown * $406,804 $1,008,234 $3,551,623 $4,694,263 $4,259,832 $2,736,065 $2,092,597 * * $26,485,948
Adak Red $628,287 * $833,116 $448,594 * * *
Bristol Bay Red $22,554,898 $13,878,772 $20,056,151 $13,100,272 $14,450,603 $17,515,278 $31,129,150 $18,012,029 | $150,697,153
Bering Sea Opilio $51,287,353 $52,921,301 $40,503,037 $34,314,827 $49,456,163 $21,165,078 $31,514,104 $48,119,450 $55,389,253 $17,660,661 | $402,331,228
Bering Sea Tanner $18,991,940 $21,101,260 $14,708,378 $14,065,868 $4,752,284 $2,273,672 $75,893,402
Dutch Harbor Brown $7,441,719 $6,452,093 $6,977,340 $14,145,081 $12,613,791 $11,131,177 $6,689,920 $5,553,268 * * $89,023,225
Pribilof Blue * * $150,458 $226,386 *
Pribilof Red $3,459,866 $2,387,839 * * $279,598 $301,596 $7,641,142
St. Matthews Blue * * $1,764,533 $2,888,624 * $1,415,847 $2,246,873 $592,422 $12,052,640
Total All 9 PMA Species $102,770,766 $96,593,841 $89,310,654 $71,802,456 $75,309,503 $54,619,132 $58,067,621 $74,400,998 $98,224,315 $48,328,306 | $769,427,591
"Big 3" PMA Species $92,834,191 $87,901,333 $75,267,566 $48,380,694 $54,208,448 $36,539,022 $45,964,707 $65,634,728 $86,518,402 $35,672,691 | $628,921,783
"Other 6" PMA Species $9,936,575 $8,692,509 $14,043,088 $23,421,762 $21,101,055 $18,080,110 $12,102,914 $8,766,269 $11,705,912 $12,655,615 | $140,505,808
All 9 PMA Species $102,770,766 $96,593,841 $89,310,654 $71,802,456 $75,309,503 $54,619,132 $58,067,621 $74,400,998 $98,224,315 $48,328,306 $769,427,591
"Big 3" includes Bristol Bay Red, Bering Sea Opilio, and Bering Sea Tanner
Source: Summarized from the NPFMC Bering Sea Crab Data Base / 2001
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Table 2.2-16  Processed Value of Relevant BSAI Crab Species, by Species and Year, as
Percentage of Community Annual BSAI Crab Processed, Unalaska/Dutch Harbor,

1991-2000
Grand
Fishery Category 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 Total
Adak Brown * 0.4% 1.1% 4.9% 6.2% 7.8% 4.7% 2.8% * * 3.4%
Adak Red 0.6% * 0.9% 0.6% * * 0.0% 0.0% 0.0% 0.0% *
Bristol Bay Red 21.9% 14.4% 22.5% 0.0% 0.0% 24.0% 24.9% 23.5% 31.7% 37.3% 19.6%
Bering Sea Opilio 49.9% 54.8% 45.4% 47.8% 65.7% 38.8% 54.3% 64.7% 56.4% 36.5% 52.3%
Bering Sea Tanner 18.5% 21.8% 16.5% 19.6% 6.3% 4.2% 0.0% 0.0% 0.0% 0.0% 9.9%
Dutch Harbor Brown 7.2% 6.7% 7.8% 19.7% 16.7% 20.4% 11.5% 7.5% * * 11.6%
Pribilof Blue 0.0% 0.0% 0.0% 0.0% * * 0.3% 0.3% 0.0% 0.0% *
Pribilof Red 0.0% 0.0% 3.9% 3.3% * * 0.5% 0.4% 0.0% 0.0% 1.0%
St. Matthews Blue * * 2.0% 4.0% * 2.6% 3.9% 0.8% 0.0% 0.0% 1.6%
Total All 9 PMA 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0%
Species
"Big 3" PMA Species 90.3% 91.0% 84.3% 67.4% 72.0% 66.9% 79.2% 88.2% 88.1% 73.8% 81.7%
"Other 6" PMA Species 9.7% 9.0% 15.7% 32.6% 28.0% 33.1% 20.8% 11.8% 11.9% 26.2% 18.3%
All 9 PMA Species 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0%

"Big 3" includes Bristol Bay Red, Bering Sea Opilio, and Bering Sea Tanner
Source: Summarized from the NPFMC Bering Sea Crab Data Base / 2001

To provide a sense of scale of the operations in Unalaska/Dutch Harbor compared to the total fishery, Table
2.2-17 provides total value figures for the individual relevant crab species and species groupings. Table 2.2-
18 then provides a percentage of Unalaska/Dutch Harbor fishery processing value in relation to the overall
fishery for the species and groups by individual year and then averages over the 1991-2000 period. As
shown, local processing of Bristol Bay red king crab accounted for 42 percent of the value of all Bristol Bay
red king crab processed in all locations combined over the period 1991-2000. The analogous figures for
Bering Sea opilio and Bering Sea tanner were 28 percent and 36 percent, respectively.
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Table 2.2-17 Total Processed Value of Relevant BSAI Crab Species, by Species and Year, All Regions, 1991-2000

$2,273,299,09
1

Grand Total | Grand Total
Fishery Category 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 1991-2000 1995-1999
[Adak Brown *|  $6,013,424| $3,431,551| $9,922,351| $9,587,972| $5,561,192| $5,060,055| $4,269,733 * *|  $68,375,383| $30,988,844
Adak Red $3,437,171 * $2,591,292 $1,153,226 * * * *
Bristol Bay Red $55,047,519] $41,931,730| $57,085,291 $33,511,393| $28,472,117| $37,165,122| $68,611,798| $35,989,449| $357,814,418| $167,760,429
Bering Sea Opilio $164,468,126| $160,094,620| $173,026,231| $195,666,718| $172,167,486| $88,140,168| $92,337,590| $135,847,412| $179,572,974| $55,826,325| $1,417,147,65| $668,065,630)
0
Bering Sea Tanner $56,192,838| $59,162,105| $41,988,229| $35,366,058| $11,923,660 $4,595,405 $209,228,294| $16,519,064
Dutch Harbor Brown $10,073,012| $8,706,764| $7,501,708| $17,958,861| $13,590,498| $11,131,177| $7,536,623| $6,013,306 * *| $102,156,799| $47,580,263
Pribilof Blue * [ $1,197,625 $947,811 * *
Pribilof Red $10,292,145| $8,833,837 * *[ $2,400,131| $1,318,743 $26,904,807 $7,778,826
St. Matthews Blue * * $8,621,773| $14,587,522 * $7,933,359| $10,816,369 $5,462,634 $70,701,739| $31,759,688
Total all 9 PMA Species| $305,695,929| $289,853,730| $304,538,220| $283,488,574| $221,109,681 | $154,074,142| $147,820,510( $191,024,760| $264,003,323| $111,690,223| $2,273,299,09| $978,032,416
1
"Big 3" PMA Species $275,708,483| $261,188,454| $272,099,751| $231,032,776| $184,091,146| $126,246,965| $120,809,707| $173,012,534| $248,184,771| $91,815,774| $1,984,190,36| $852,345,124]
2
"Other 6" PMA Species | $29,987,446| $28,665,275| $32,438,469| $52,455,798| $37,018,535| $27,827,177| $27,010,803| $18,012,226| $15,818,551| $19,874,449| $289,108,729| $125,687,292
All 9 PMA Species $305,695,929| $289,853,730| $304,538,220| $283,488,574| $221,109,681| $154,074,142| $147,820,510| $191,024,760| $264,003,323| $111,690,223 $978,032,416

"Big 3" includes Bristol Bay Red, Bering Sea Opilio, and Bering Sea Tanner
Source: Summarized from the NPFMC Bering Sea Crab Data Base / 2001
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Table 2.2-18 Processed Value of Relevant BSAI Crab Species, by Species and Year, Unalaska/Dutch Harbor as Percentage of Total BSAI Crab
Processed, All Regions, 1991-2000

Grand Total | Grand Total

Fishery Category 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 1991-2000 1995-1999
[Adak Brown * 6.8% 29.4% 35.8% 49.0% 76.6% 54.1% 49.0% * * 38.7% 54.4%)
Adak Red 18.3% * 32.2% 38.9% * * n/a n/a n/a n/a * i
Bristol Bay Red 41.0% 33.1% 35.1% n/a n/a 39.1% 50.8% 47.1% 45.4% 50.0% 42.1% 45.4%)
Bering Sea Opilio 31.2% 33.1% 23.4% 17.5% 28.7% 24.0% 34.1% 35.4% 30.8% 31.6% 28.4% 30.8%
Bering Sea Tanner 33.8% 35.7% 35.0% 39.8% 39.9% 49.5% n/a n/a n/a n/a 36.3% 42.5%
Dutch Harbor Brown 73.9% 74.1% 93.0% 78.8% 92.8% 100.0% 88.8% 92.3% * * 87.1% 93.8%)
Pribilof Blue n/a n/a n/a n/a * * 12.6% 23.9% n/a n/a * i
Pribilof Red n/a n/a 33.6% 27.0% * * 11.6% 22.9% n/a n/a 28.4% 23.1%)
St. Matthews Blue * * 20.5% 19.8% * 17.8% 20.8% 10.8% n/a n/a 17.0% 19.4%
Total all 9 PMA Species 33.6% 33.3% 29.3% 25.3% 34.1% 35.4% 39.3% 38.9% 37.2% 43.3% 33.8% 36.9%)
"Big 3" PMA Species 33.7% 33.7% 27.7% 20.9% 29.4% 28.9% 38.0% 37.9% 34.9% 38.9% 31.7% 33.9%
"Other 6" PMA Species 33.1% 30.3% 43.3% 44.7% 57.0% 65.0% 44.8% 48.7% 74.0% 63.7% 48.6% 57.1%)
All 9 PMA Species 33.6% 33.3% 29.3% 25.3% 34.1% 35.4% 39.3% 38.9% 37.2% 43.3% 33.8% 36.9%)

"Big 3" includes Bristol Bay Red, Bering Sea Opilio, and Bering Sea Tanner

Source: Summarized from the NPFMC Bering Sea Crab Data Base / 2001
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Tables 2.2-19 through 2.2-22 provide detailed break-out of processed weight and value of processed fish by
species group by year for Unalaska. Given that these data are from a different source as the data in Table 2.2-
10, the totals do not match, but the intent of the tables is to give a sense of overall effort and value of
commercial fish landed in the community and changes through time, and specifically the role and importance
of crab relative to other species.

Table 2.2-19 provides information on total processed weight by species group by year for 1991-2000, and
Table 2.2-20 provides the same information by percentage for each year. Important information for recent
years to note is the overall dominance of pollock and the second tier domination of other groundfish and crab
in landing volumes. Second, the precipitous decline in crab landings from 1998 (the highest volume since
1991 over the 1991-2000 span) to 1999 (still the second highest year since 1992) to 2000 (far and away the
lowest volume year of this period and just 19 percent of the highest year) is readily apparent. Pollock
landings, on the other hand, increased from 1998 to 1999, and then again in 2000, reaching its highest level
for the 1991-2000 period in 2000. Clearly, the recent increase in pollock landings in the community is related
to AFA reallocation of quota to onshore processing entities (which increased the inshore component from 35
percent to 50 percent of the BSAI pollock TAC™) as well as increases in the overall TAC itself.

15 Inshore/Offshore-3, passed by the NPFMC in 1998, was scheduled to take the inshore component from 35 percent to 39 percent of the
BSAI pollock TAC by reallocating 4 percent away from the offshore sector (and leaving the CDQ preallocation set aside at 7.5 percent). This planned
shift never took place, however, as it was superceded later that same year (before implementation) by AFA. After CDQ and incidental take allocations
were "taken off the top," AFA allocated 50 percent of the remaining TAC to onshore sector, 40 percent to the offshore catcher processor sector, and
10 percent to the newly created mothership sector (which had previously been a part of the offshore sector along with catcher processors). AFA also
increased CDQ set aside to 10 percent of the overall TAC.
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Table 2.2-19

Volume (in Pounds) Processed by Unalaska/Dutch Harbor Processors, by Fishery Category and Year, 1991-2000

CFall;s:ge;)r/y 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 Total

PMA Crab 81,311,175 78,432,337 55,476,378 31,692,433 25,249,299 26,863,160 39,323,229 80,038,944 56,283,073 15,342,221 490,012,249
Non-PMA Crab 240,678 741,303 1,659,918 2,455,160 3,156,676 1,574,496 597,851 155,524 323,555 165,671 11,070,832
Salmon 6,200,015 6,677,910 14,855,001 12,998,733 9,951,176 8,494,899 5,102,131 10,055,269 14,384,810 5,434,743 94,154,687
Halibut 2,452,401 2,555,789 3,530,379 2,738,901 3,048,416 1,792,292 4,244,506 2,549,845 5,152,783 see note 28,065,421
Sablefish 2,545,110 2,978,115 1,309,902 1,130,290 2,691,699 1,402,901 1,353,774 783,257 734,033 1,171,391 16,100,472
Pollock 461,621,153 | 602,517,363 | 637,230,059 | 662,013,632 | 570,886,988 | 531,907,758 | 578,715,025 | 604,877,659 | 679,171,596 693,429,290 6,022,370,523
Pacific Cod 41,549,645 23,088,933 32,783,213 56,194,934 65,329,047 86,665,493 71,135,761 45,560,405 36,478,301 52,008,168 510,793,900,
Other Groundfish 14,562,453 8,348,204 2,589,760 20,997,064 22,283,634 14,219,510 41,919,159 4,367,610 5,499,948 8,327,767 143,115,109
Other Fisheries 1,525,017 2,091,133 3,177,083 7,364,974 5,966,828 8,060,362 2,464,434 2,502,305 2,293,388 1,387,816 36,833,340
Non-Commercial 555,613 124,877 19,583 113,367 550,835 20,704,368 19,035,013 19,137,962 28,312,272 118,829 88,672,719
Total 612,563,260 | 727,555,964 | 752,631,276 | 797,699,488 | 709,114,598 | 701,685,239 | 763,890,883 | 770,028,780 | 828,633,759 | 777,386,005 7,441,189,252
Notes: Halibut numbers are not available for 2000.

Most numbers are likely to be underestimates and should be used as indicators rather than exact measures. See text.

Table includes ALL processors in the named community, whether they processed relevant BSAI crab or not.

Non-commercial includes forfeited bycatch, test fisheries, CDQ, etc.
Source: Summarized from the NPFMC Bering Sea Crab Data Base / 2001_1
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Table 2.2-20. Percentage of Total Volume Processed by Unalaska/Dutch Harbor Processors, by
Fishery Category and Year, 1991-2000

CFe;tS:ge;{y 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 Total
PMA Crab 13.3% 10.8% 7.4% 4.0% 3.6% 3.8% 5.1% 10.4% 6.8% 2.0% 6.6%
Non-PMA Crab 0.0% 0.1% 0.2% 0.3% 0.4% 0.2% 0.1% 0.0% 0.0% 0.0% 0.1%
Salmon 1.0% 0.9% 2.0% 1.6% 1.4% 1.2% 0.7% 1.3% 1.7% 0.7% 1.3%
Halibut 0.4% 0.4% 0.5% 0.3% 0.4% 0.3% 0.6% 0.3% 0.6% | see note 0.4%
Sablefish 0.4% 0.4% 0.2% 0.1% 0.4% 0.2% 0.2% 0.1% 0.1% 0.2% 0.2%
Pollock 75.4% 82.8% 84.7% 83.0% 80.5% 75.8% 75.8% 78.6% 82.0% 89.2% 80.9%
Pacific Cod 6.8% 3.2% 4.4% 7.0% 9.2% 12.4% 9.3% 5.9% 4.4% 6.7% 6.9%
Other Groundfish 2.4% 1.1% 0.3% 2.6% 3.1% 2.0% 5.5% 0.6% 0.7% 1.1% 1.9%
Other Fisheries 0.2% 0.3% 0.4% 0.9% 0.8% 1.1% 0.3% 0.3% 0.3% 0.2% 0.5%
Non-Commercial 0.1% 0.0% 0.0% 0.0% 0.1% 3.0% 2.5% 2.5% 3.4% 0.0% 1.2%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Notes: Halibut numbers are not available for 2000.
Most numbers are likely to be underestimates and should be used as indicators rather than exact measures. See text.
Table includes ALL processors in the named community, whether they processed relevant BSAI species crab or not.
Non-commercial includes forfeited bycatch, test fisheries, CDQ, etc.

Source: Summarized from the NPFMC Bering Sea Crab Data Base / 2001_1

Table 2.2-21 presents information on the value of processed fish by species group by year for the period
1991-2000 for Unalaska. Table 2.2-22 provides the same information on a percentage basis. As shown,
despite the volume domination of pollock in recent years, crab dominated local value among all species
during most recent years. During the period 1991-2000, crab value from the species proposed for
rationalization was higher than pollock value except for 1992 (when the value of pollock exceeded that of
the relevant crab species by about $13 million), 1997 (pollock surpassed crab by approximately $11 million)
and 2000 (when the value of pollock was approximately $36 million greater than crab). As can be seen, the
increase in value of landings in the community attributable to AFA-related redistribution of pollock TAC
allocations between sectors was more than offset by the decline in crab landings in 2000. For the period
overall, crab accounted for approximately $629 million and pollock accounted for approximately $553
million in value of locally processed fish.
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Table 2.2-21

Value (in Dollars) of Fish Processed by Unalaska/Dutch Harbor Processors,

by Fishery Category and Year, 1991-2000

CFall;s:gegr/y 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 Total

PMA Crab $70,127,427 $67,256,910 $70,868,058 $64,946,324 $63,124,225 | $53,321,214 | $48,114,977 | $63,689,328 $84,648,984 $42,425,541 $628,522,988
Non-PMA Crab $706,700 $1,775,508 $2,501,828 $5,016,100 $6,159,017 $2,013,879 $1,609,819 $349,045 $966,569 $483,358 $21,581,823
Salmon $4,552,531 $7,398,910 $10,013,630 $12,551,911 $7,746,147 $6,659,712 $3,108,353 $4,100,565 $6,288,310 $3,437,423 $65,857,492
Halibut $4,747,846 $2,366,389 $4,497,715 $5,271,277 $5,714,417 $3,528,928 $8,561,085 $2,307,552 $9,320,102 see note $46,315,334
Sablefish $2,596,082 $3,527,305 $1,382,767 $1,479,770 $4,965,125 $2,657,017 $3,067,087 $1,078,649 $1,311,388 $2,395,279 $24,460,469
Pollock $37,435,879 $80,128,990 $44,444,685 $50,586,973 $55,400,054 | $42,959,231 | $58,971,109 | $41,755,636 $62,437,793 $78,626,839 $552,747,189
Pacific Cod $7,778,885 $3,780,580 $4,462,915 $7,667,686 $10,989,681 | $13,939,735 | $11,286,448 $7,029,881 $8,819,980 $15,040,665 $90,796,456
Other Groundfish $1,570,794 $823,404 $630,176 $1,622,946 $1,662,513 $845,177 $1,998,103 $253,459 $307,857 $611,064 $10,325,493
Other Fisheries $796,861 $267,593 $1,121,952 $1,224,803 $1,253,862 $2,402,055 $350,490 $385,208 $513,402 $235,741 $8,551,967
Non-Commercial $53,826 $3,242 $6,703 $15,862 $488,417 $2,473,490 $2,659,737 $3,017,412 $5,249,780 $421,324 $14,389,793
Total $130,366,831 | $167,328,831 | $139,930,429 | $150,383,652 | $157,503,458 | $130,800,438 | $139,727,208 | $123,966,735 | $179,864,165 | $143,677,257 | $1,463,549,004
Notes: Halibut numbers are not available for 2000.

Most numbers are likely to be underestimates and should be used as indicators rather than exact measures. See text.

Table includes ALL processors in the named community, whether they processed relevant BSAI crab species or not.

Non-commercial includes forfeited bycatch, test fisheries, CDQ, etc.
Source: Summarized from the NPFMC Bering Sea Crab Data Base / 2001_1
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Table 2.2-22  Percentage of Total Value of Fish Processed by Unalaska Processors, by Fishery
Category and Year, 1991-2000

CFellfgge(;?‘/y 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 Total
PMA Crab 53.8% 40.2% 50.6% 43.2% 40.1% 40.8% 34.4% 51.4% 47.1% 29.5% 42.9%
Non-PMA Crab 0.5% 1.1% 1.8% 3.3% 3.9% 1.5% 1.2% 0.3% 0.5% 0.3% 1.5%
Salmon 3.5% 4.4% 7.2% 8.3% 4.9% 5.1% 2.2% 3.3% 3.5% 2.4% 4.5%
Halibut 3.6% 1.4% 3.2% 3.5% 3.6% 2.7% 6.1% 1.9% 5.2% | see note 3.2%
Sablefish 2.0% 2.1% 1.0% 1.0% 3.2% 2.0% 2.2% 0.9% 0.7% 1.7% 1.7%
Pollock 28.7% 47.9% 31.8% 33.6% 35.2% 32.8% 42.2% 33.7% 34.7% 54.7% 37.8%
Pacific Cod 6.0% 2.3% 3.2% 5.1% 7.0% 10.7% 8.1% 5.7% 4.9% 10.5% 6.2%
Other Groundfish 1.2% 0.5% 0.5% 1.1% 1.1% 0.6% 1.4% 0.2% 0.2% 0.4% 0.7%
Other Fisheries 0.6% 0.2% 0.8% 0.8% 0.8% 1.8% 0.3% 0.3% 0.3% 0.2% 0.6%
Non-Commercial 0.0% 0.0% 0.0% 0.0% 0.3% 1.9% 1.9% 2.4% 2.9% 0.3% 1.0%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Notes: Halibut numbers are not available for 2000.
Most numbers are likely to be underestimates and should be used as indicators rather than exact measures. See text.
Table includes ALL processors in the named community, whether they processed relevant BSAI crab species or not.
Non-commercial includes forfeited bycatch, test fisheries, CDQ, etc.

Source: Summarized from the NPFMC Bering Sea Crab Data Base / 2001_1

Community Processing Operations Overview

In terms of links to the community, it is important to note that shoreplants have long been a part of the
community. Among the large plants processing crab in the community, the facility now operating as Alyeska
Seafoods was originally constructed by Pan Alaska Seafoods in the early 1960s, UniSea began local
operations in 1975, the permanently moored Royal Aleutian has processed locally under its current name
since 1986 (but earlier was operated by a previous owner as the Whitney in the same location), Icicle
Seafoods has been processing locally since 1987, and Westward Seafoods was locally established in 1990.
That is not to say that relationships between the plants and the community itself have been without strain at
times over the years, but in Unalaska a number of the longer-term residents working at the plants, especially
management level personnel, are actively involved in the community and serve in various elected, appointed,
and volunteer capacities with the City of Unalaska and numerous community organizations. For example,
at the time of fieldwork for this project (December 2001), the mayor's position and one of the city council
positions were filled by persons employed by processors.

Paradoxically, it has been the case in Unalaska that length of local residency of the workforce employed in
seafood processing is inversely related to the vitality of the local industry in general. When the workforce
was largest, there were virtually no local hires, particularly of long-term residents. For example, in 1982, at
the height of processing capacity for king crab, there were no individuals identified as local residents working
in the processing plants. There were a number of reasons cited for that fact at the time, including working
conditions, pay rate, and work hours at the seafood plants that were attractive only to temporary transient
workers. At that time, workers were hired out of the Pacific Northwest, typically Seattle, and were flown to
Unalaska to work on a 6-month contract basis. With the downturn in the crab fisheries, companies are no
longer able to afford the expenses of a 6-month contract system. Some have done away with such contracts
and hire workers for an indefinite period of time with incentives for longevity; others hire more out of the
Alaska labor pool than in the past.

Several other factors influencing local hires in periods of fluctuation should be noted. First, under boom
conditions there is a range of available employment options for local residents outside of the less appealing
processing jobs. Second, when there is a downturn in hires at the local processing plants, virtually all of the
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workforce at the individual plants consists of returning workers, obviating the need for new hires. Even when
6-month contracts were most common, there was always a core of returning workers. Third, setting aside the
lack of long-term resident hires, Unalaska is seldom the "point of hire" for processing workers for individuals
who are newly arrived to the community. That is to say, people do not come to Unalaska for processing work
unless they have already secured a position. It is far too expensive to fly out to the community on the off
chance they might gain employment, particularly at relatively low-paying jobs, especially given the fact that
there is seldom housing available in the community and that which does come available is relatively
expensive. Fourth, it should be noted that a lack of local hire does not apply to all positions with the seafood
companies. Management positions at nearly all of the seafood companies (as well as with the major fisheries
support sector companies) are occupied by individuals who, if not originally from the community, are at least
long-time residents of the community or the region. Inanumber of ways, the processing industry is a "small
circle” in terms of managers, and individuals who have worked for more than one company and have gained
10 to 20 years of experience in the community and the region are not uncommon. Individual owners and,
in the case of "permanently" moored floating processors, even the plants themselves may come and go, but
individuals in upper level management positions tend to remain in the business and in the area.

Very few, if any, lifetime residents of the community work at the shoreplants at any one time. There are a
number of reasons commonly cited for this, but the most common dynamic involves the high cost of living
in the community. Costs are such that it is nearly impossible for a local resident to take an entry- level job
at one of the plants, and better paying jobs at the plant are typically filled by individuals who have "worked
their way up" within the company. Further, according to interview data, local residents who have tried
working at the plants have found that entry-level position work schedules are not typically compatible with
an active involvement in community and family life outside of the plant.

Interviews with processing plant personnel suggest that a major operational impact experienced by the
community of Unalaska since the passage of AFA and the formation of the co-op system has been the slowing
down of the spreading out of pollock processing activity. While some plants reported minor changes in
numbers of personnel associated with pollock processing operations, for the most part levels have stayed
almost the same, given the need for a full complement of staff to run the plants. What has changed is that,
according to senior plant personnel, workers are working less hours per day and working for longer periods
than was the case at the end of the open access era. Workers are reportedly earning perhaps slightly more
than in past seasons, but it is taking them more days of processing to do so, given the shorter workdays. This
has had some impact on recruiting personnel, as there are some processing workers who want to come to the
community for a relatively brief period of time and maximize the number of hours worked during that time.
This strategy allows them to return to their home communities with more money while being away from
family and friends for a shorter period of time. Plant personnel also note that recruiting for processing
workers has been more difficult during the time that there is a strong economy in the Lower 48 (the
contiguous states), a circumstance that continued through early 2001.

Plant personnel also note that there is still a "race™ interval during pollock processing under AFA conditions,
and that occurs during roe season. Roe is at optimal quality for only a relatively short period, so there is a
premium placed on maximizing return within that relatively short window. Further, non-roe pollock are also
harvested to target maximum returns based on quality of fish, but those windows are much larger than the
roe window.

These changes to groundfish patterns have had an impact on crab processing at plants that run both sets of
species. One change within shoreplants as a result of co-op/AFA-related conditions has been the addition
of additional pollock products to the processing mix. During open access when highest throughput was the
goal, the returns on a number of specialty products were not worth the time (and opportunity costs) that such
production would take. Some plants that concentrated heavily on surimi are now producing pollock fillets.
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Fillets are more labor intensive to produce than surimi, and so theoretically would result in more employment
at the plants, but in practice plant operations typically split their labor forces between a "surimi side" and a
"seafood side" of operations. Producing pollock fillets means a diversion of some pollock to the "seafood
side"” of the operation and this has happened at the same time that the seafood side of local operations has
been in decline with the shrinking of crab quotas. At least two of the major AFA plants have reported that
they did not use dedicated crews for crab processing because of the sharp decline in volume in 2000, such
that pollock seafood side products have picked up some of the slack, with workers switching to processing
other species as they become available. With the slowing of the pace of processing, at least one shoreside
operation has closed a relatively inefficient but significant portion of their plant in favor of maximizing use
of other portions of the plant. One operation reports more workers on site than in the recent past, but another
reports labor force is down somewhat from the peak years when the crab quota was larger. The combination
of balancing seafood with surimi production, and adding fillet and other product capacity makes comparing
workforces between years with quite different circumstances like "comparing apples and oranges™ in the
words of one plant manager, but overall, the level of processor employment change directly related to AFA
does not appear to have had a significant impact on the community of Unalaska.

Unlike the case with the AFA, there have been recent disruptions to plant operations associated with recently
imposed Steller sea lion protection measures. According to senior staff at the local AFA plants, there were
times during the pollock season of 2000 when the individual plants ran out of fish during what would
otherwise have been continuous operation periods. When plants shut down during production, there are
disproportionate inefficiencies created not just by the downtime, but by required cleaning as well. Plant
managers were of a common opinion that the 2000 A/B seasons were a marked success under AFA co-op
conditions, but that in the C/D season, the Steller sea lion protection measures "took away" at least some of
the gains realized under AFA. On the other hand, the opinion was universally held among plant managers
that the AFA mitigated, at least to a degree, the negative impacts to the Steller sea lion protection measures
(i.e., without the AFA, the negative impacts of the protection measures would have been much worse). In
concrete terms, in addition to timing and effort inefficiencies, the sea lion protection measures hurt
shoreplants in terms of fish quality and age, something that the AFA had allowed the plants to make gains
on compared to the derby system context pre-AFA. While Steller sea lion measures confound the direct
assessment of at least some AFA impacts, shore processors report that overall they are doing well. As their
utilization has improved, they can time product mix to markets more efficiently, they can more efficiently
ship product, and they can run higher value products than in the past, among other factors. In 2001, the first
full year under more stringent sea lion protection measures, plant shut-downs were reportedly much less
common than in 2000, with harvesters and processors having improved at anticipating operational constraints
inherent under resource protection area closure conditions.

Under AFA co-op conditions, there has been some shift in inshore pollock away from Unalaska Island with
the move of the Arctic Enterprise floating processor from Beaver Inletto Akutan (coincident with its purchase
by a new owner), but this shift has not had direct consequences on the community of Unalaska. Local
revenues were not affected, as Beaver Inlet is outside of the municipal boundaries of Unalaska, nor is Beaver
Inlet part of an organized borough, so there were no local taxes that derived from that operation. (Processing
operations outside of organized boroughs and municipalities pay fish taxes directly to the state, and Unalaska,
like other communities, receives a portion of these revenues back from the state through revenue sharing, but
this is a modest revenue source compared to taxes derived from entities operating within city limits.) The
operation was supported logistically out of Unalaska as the closest transportation hub, but that is still the case
to some degree even with the vessel operating out of Akutan.

From the Unalaska shoreplant perspective, one negative aspect of the AFA is "the way other species were
carved up." One plant manager cited the example of yellowfin sole being capped, "therefore any growth has
to occur at sea [i.e, among non-AFA entities] because shoreside is capped.” In terms of community
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implications, this type of sideboard arrangement does preclude local AFA processors from potentially
diversifying into other fisheries and therefore increases local dependency on fewer species than may be
theoretically desirable. However, in practical terms the community is already heavily dependent upon pollock
and crab, and fluctuations in those fisheries are much more important to the economic well-being of the
community than any other species that is recognized at present to have at least some commercial potential.
There are other communities in the region, however, for whom AFA does represent preclusion from
developing at least a portion of a local commercial fishery. The CDQ analysis section of this document
mentions this being a potential issue in St. George and False Pass, and it is also an issue for Adak, where there
are attempts being made to attract commercial fisheries activity to help provide an economic underpinning
for the redevelopment of that former military community.

Unalaska non-AFA processor response to AFA is mixed. In 2000 (the first year of AFA shoreside co-ops),
crab-dependent entities were more affected by changes in crab quota and price than by AFA interactive
effects. The largest non-AFA crab producer in the community reported that during 2000 there was no
apparent "cap overflow™" from the AFA processors to his operation, and that while overall the AFA was
beneficial to his particular business, there was not the level of benefit from the capping of competition at the
AFA plants that had been anticipated. These circumstances changed somewhat in 2001, as the plant did
receive some cap overages. This processor also noted that the downside of the AFA from their perspective
was the preclusion of shoreside crab plants moving into pollock at a later date if business conditions would
otherwise dictate that such an expansion would be a good strategic move.

Small entities in the community that do a variety of specialized processing and custom packing in conjunction
with AFA plants report that AFA has had negative impacts on their operations in general, and for crab
operations in particular. For example, those that do custom processing of crab in conjunction with AFA
plants now, in a sense, compete with those plants because their crab "counts against” the AFA plant's crab
cap. In other words, unlike in the past, cooperation with a custom processor is limiting what the AFA plant
can do on their own as they are essentially "giving away" a part of their cap limit by doing so. Also, with the
slowing down of the AFA plants during pollock season, there is the opportunity for the larger plants to
explore custom products that were not worth their while during the race for fish, so the larger plants may now
be interested in providing some of the custom services that the small operations provided in the past. During
interviews, small operation owners also found the "locking up"” of pollock by the AFA-qualified shore
processors disconcerting because of the effect of precluding them from exploring that niche or diversifying
into that market in the future. It is also the case that the small processors have less political leverage in the
management process and can afford less representation at fishery management meetings. These operators
feel that they are not competing on a level playing field because of the management of the fishery being
biased toward the interests of larger firms, with the AFA providing one more example of this general trend.
One of the specialty processors notes that they have been successful in competing for the halibut market
specifically because the fishermen own the quota rather than the larger processing entities.

Current Crab Operations

The plants that currently run BSAI crab in Unalaska can be grouped into four different categories: the large
multispecies plants, a crab focused operation, a mobile processor, and two specialty entities. The large
multispecies plants are UniSea, Alyeska, and Westward, and their operations have been profiled in earlier
documents, so only limited crab information is presented here. All are AFA-qualified groundfish plants, and
all process a wide range of species.

UniSea is now focused exclusively on Unalaska as a base of operations within Alaska, having recently
discontinued crab processing in St. Paul. The three main crab species run currently are opilio, Bristol Bay
red king, and brown king crab, with some other species run in lesser amounts. Like other AFA plants, UniSea
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adjusts its operations around the schedule of the unrationalized crab fisheries. For example, opilio season
overlaps with pollock roe and cod season, so during this time rather than bring in a pulse of workers just to
do crab, value added products for groundfish are suspended during this period to the extent it makes sense
to do so (making adjustments for the high-value, short-lived pollock roe season). When fully operational,
UniSea has approximately 1,200 workers in Unalaska, including processing, direct support, and other
business functions. For the fall Bristol Bay red king crab season, pollock operations are more flexible and
can be moved forward to "create a hole" for crab processing. In other words, the unrationalized crab fisheries
do impact the flow of other, even rationalized operations, and this impact may be seen in what the plant is
able to do with those groundfish fisheries at the time of the overlap. Brown king crab processing is described
as "more hit and miss" such that it can be handled with resident crews without much juggling between
species. During early summer slow periods approximately 400 workers are on site, as work during May and
June focuses on maintenance and fabrication as well as running halibut and black cod. In the July through
mid-October time frame, around 900 workers are present, with a step down during king crab season to around
500 to 550 workers. During November and December operations about 350 personnel are present. UniSea
does provide idled workers with room and board during the slow winter time if they choose to remain in the
community for the upcoming season. At the time of fieldwork in December 2001, approximately 80 workers
were taking advantage of this opportunity.

Alyeska Seafoods takes a slightly different approach to balancing crab and pollock operations. During this
last year (2001), the plant basically shut down pollock processing for a 2-day period during the peak of king
crab but otherwise did crab processing as "hole" in groundfish processing like UniSea. During the longer
overlap with opilio season the plant cannot afford to shut down pollock production, so Alyeska changed its
pollock product mix to less labor intensive product forms. Alyeska has not run the more sporadic brown king
crab for anumber of years. Total worker numbers for the plant are primarily constrained by housing capacity,
and the regular crew of about 70 is augmented with seasonal workers during busy periods to bring the total
staff present on site up to approximately 425 persons. Maximum levels are hit during the pollock A/B
seasons, while about 350 are present during C/D seasons.

Westward Seafoods, in addition to their other operations, has a high capacity crab plant and, according to
senior plant staff, essentially runs every species of BSAI crab other than hair crab. The plant has a reported
capacity of approximately 500 thousand pounds per day for opilio and 650 to 700 thousand pounds per day
of king crab, meaning the plant has somewhat different operational parameters than even some of the other
large processing plants. Crab processing is characterized as part of the core business at Westward, and in
recent years crab processing capacity has been increased along with crab-related dock expansion projects and
an increase in storage areas for pots and other gear. The number of processing personnel on site varies by
season, with the largest number of workers (approximately 700 to 750) present during the January through
March period during pollock, opilio, and cod activity. From mid-April through June, the local workforce is
down to approximately 350 people, and activities during this time include the IFQ fisheries. From July
through the end of October, approximately 600 to 650 personnel are on site for the bait, herring, and pollock
fisheries, among others. From November through the end of the year local employment is at its ebb, with
about 250 personnel engaged in cleanup, maintenance, and some relatively low volume processing, including
brown crab. Crab processing occurs intermittently through the year with season openings. As for crab-
specific processing employment, approximately 200 processors are brought in specifically for opilio, and
about 100 workers are dedicated to red king crab, with additional crab-specific workers needed if the seasons
are longer. For the intermittent or lower volume crab fisheries, other seafood processing workers handle crab
processing without the need for dedicated crab crew.

Royal Aleutian is unique among processors in Unalaska as its operations focus almost exclusively on crab,
although the plant also does run some halibut in the summer. Halibut in recent years has become more of
a custom packing operation in relation to what was common before the introduction of IFQs in that fishery.
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With the shortened crab seasons, Royal Aleutian faces a different set of challenges than the larger
multispecies plants. It is the only major community-based crab processor in the region that is not an AFA-
qualified company, and it runs no pollock or codfish. With local king crab processing lasting 4 or 5 days and
opilio 5 or 6 days, it is a major challenge to find an effective workforce to bring to the community for such
a short period of time. Rather than attracting people as a primary job, it is more like "paying for an Alaska
adventure" to get people to come for the brief periods. The plant utilizes a workforce of approximately 150
people for king crab operations and about twice that for opilio processing. For a 5-day processing season,
workers are in the community for about 6 or 7 days. The situation is somewhat different for brown king crab.
While in the not-too-distant past local processing of this species would last 3 to 4 months, at present it lasts
less than a month, so the 100- to 150-person workforce is in the community approximately 3 weeks.
Reportedly these three species make up the vast majority of processing at the plant, although it does run "a
smattering" of other crab species. Despite a relatively low overhead between seasons, the processor is still
in the difficult position of trying to make a financial go of it for the year with very short processing intervals.
Clearly of all the local processors, crab rationalization would proportionately do more for Royal Aleutian than
the others, given the structure of the operation and the nearly exclusive nature of its engagement with the crab
fishery. Royal Aleutian did benefit to some degree by crab caps on AFA processors, taking deliveries from
over-cap vessels from the fleet of another processor during at least 1 of the 2 post-AFA years. Royal Aleutian
is also somewhat different from the other local plants in the degree it buys from local small boat fishermen,
an ability due at least in part to its different scale of operations. For example, Royal Aleutian purchases local
herring, which is reported to not be economically feasible for the larger plants. Given the structure of the
business, Royal Aleutian also buys proportionally more goods and services than the larger plants, although
UniSea is noted in the community as also purchasing more locally than the others. Given the lack of dock
space compared to other processors, the Royal Aleutian-related fleet also uses proportionally more City dock
space during the off seasons, and the processor underwrites this vessel expense.

Local Icicle Seafoods operations have yet a different focus from the other local processors. The Bering Star
typically processes cod in the community (tied up at the northern end of Dutch Harbor) for the January
through May time frame, leaves the community to participate in the Togiak herring and Bristol Bay salmon
fisheries, and then returns to the community in July to run codfish through October. The Arctic Star is less
frequently in the community, as it follows fisheries from southeast to the Pribilofs, but it processes king crab
in Unalaska. If both vessels are in town at the same time, the Arctic Star processes in the Wide Bay portion
of the Unalaska Bay. Unalaska does not see an influx of Icicle employees in the same way as it does for other
processors, as the employees tend to follow mobile Icicle operations, and employees can be shifted between
company barges, floaters, and shore facilities as needed. The Bering Star operates with a crew of 100 plus
when it is in the community, while the Arctic Star can have somewhere in the range of 100 to 150 workers,
depending on a number of variables. Icicle's floater Northern Victor, which processes in Beaver Inlet, does
not operate within the city of Unalaska and does not process crab, although it was set up to do so before Icicle
acquired the vessel. The Discovery Star, which also operates in the region, focuses on herring and salmon,
but not crab, and will be operating in Adak in combination with the former Norquest facilities that Icicle
recently acquired. The degree to which crabis runlocally versus elsewhere depends on the individual season.
The focus for king crab is Unalaska, but opilio may be run either just in Unalaska or in both Unalaska and
St. Paul, depending on whether it is a big season.

Osterman Fish, located in the Dutch Harbor Mall on Amaknak Island, is one of two small processors in the
community that does not have dock space of its own. It does not have its own fleet like the larger entities
and focuses primarily on the "fresh and live" market. The main products of the enterprise do not involve crab,
although some custom operations have been conducted with other processors.

Prime Alaska Seafoods, with facilities on the "Little South America™ portion of Amaknak Island as well as
Dutch Harbor itself, like Osterman Fish, does not have its own dock space or a fleet. While Prime Alaska
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did include crab in its operational mix in recent years, it is no longer active in crab processing. This has been
more a decision based on wishing to maintain other cooperative business relationships with larger crab
processors in town rather than strictly crab economics per se.

While both Osterman Fish and Prime Alaska Seafoods have crab processing histories, they would not qualify
for future participation (at least in terms of initial allocations or conditions) under some rationalization
scenarios. For example, Table 3.5-2 in the main document illustrates one possible outcome under a co-op
approach that would not encompass either Osterman or Prime Alaska. (This same scenario would effectively
eliminate Kodiak plants from future participation in a rationalization structure as well.)

Support Services

Unalaska is unique among Alaska coastal communities in the degree to which it provides support services
for the Bering Sea fisheries. One long-time resident noting the lack of a truly local fleet stated that "this is
a service town, not a fishing town." As described in detail in the Inshore/Offshore-1 community profile
(NPFMC 1991), Unalaska serves as an important port for several different aspects of pollock fishery, and this
same pattern holds true for the crab fishery. Support services include a wide range of companies, including
such diverse services as accounting and bookkeeping, banking, construction and engineering, diesel sales and
service, electrical and electronics services, freight forwarding, hydraulic services, logistical support, marine
pilots/tugs, maritime agencies, gear replacement and repair, vessel repair, stevedoring, vehicle rentals,
warehousing, and welding, among others. There is no other community in the region with this type of
development and capacity to support the various fishery sectors in the Bering Sea.

Shoreplant Support

In general, in the way of support services, there is little direct supply of the main shoreplants in the
community. This is especially true of the large combined crab and pollock oriented shoreplants, by far the
largest plants in the community. These are large enough entities that it is more efficient to supply most on-
site needs directly from outside of the community. These plants all feature an "industrial enclave" style
development to some degree, but this varies from operation to operation. Plants may purchase some regular
items such as rain gear and boots for processors locally that they do not want to keep in inventory, but major
purchases may be limited to fuel sales. Commonly large volume supplies, such as packaging materials and
food are purchased "down south™ and shipped direct. Individual processing plant workers do patronize local
businesses to some extent, but this is limited by the fact that they are supplied furnished housing and meals
by the processors. The smaller operations in Unalaska have proportionally more local purchases of goods
and services in the community. The major non-pollock crab processor in the community noted that because
of the scale of their operation they did buy most services in town, but that with the overall decline in the
support service sector of the economy they have seen "about a half dozen" of their vendors leave the
community.

Vessel Support

There are a number of businesses in Unalaska that are oriented toward supporting catcher vessels for a
significant amount of their business. With the recent decline in crab harvest, which occurred simultaneously
with a decrease in the race for fish during the locally important pollock fishery, there has been a drop-off in
peak demand for services. The amount of this drop-off depends on a number of different factors, including
the relative reliance on crab and trawl fleet support. According to one service supply business manager who
is quite heavily dependent upon trawl vessels, the co-op system in theory should help his business out in the
long run, because even if overall there are less vessels with quota reassignments within co-ops, it will be the
less efficient vessels that drop out, leaving more predictability and more secure players. In practice, a good
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portion of the support business in Unalaska has been built on inefficiencies, as according to this manager “this
was Unalaska business." Like many of the support service businesses contacted, the common pattern for his
business was to have a limited staff of year-round personnel and to ramp up capacity during peak periods by
bringing in temporary or seasonal staff from "Outside" (i.e., from the Lower 48). This is true both for vessel
oriented service firms that are parts of larger regional or national entities as well as for more locally based
firms (and of the latter there are very few). With the conditions created by AFA in conjunction with the fall
in crab quotas, there have been employment cutbacks at all of the businesses contacted in this subsector,
either in the form of having fewer year-round personnel or in hiring fewer seasonal hires for peak demand,
and in all cases a cutting back of overtime hours for staff. One electronics firm contacted is at half the level
of employment that was typical in pre-co-op circumstances, and this was not an unusual case. One local
business manager captured a common sentiment regarding the cutbacks and the quality of the jobs remaining
in the community, however, with the observation that with the cutback "we have been trading money for
sanity.” In the words of another business owner, during the days of the race for fish "I didn't know I was
crisis oriented" and in the time passing since crisis mode he has had to find other ways of making the business
work. Inthis particular case of alocally owned vessel support business, survival has meant diversifying away
from relying on the fishing industry nearly exclusively by performing similar services for land-based
businesses (and adding new marine-oriented services) and away from relying on Unalaska as a nearly
exclusive geographic base of revenue by taking his services to the region and beyond.

Another common problem with these businesses is inventory, and this has changed somewhat under co-op
conditions (again, depending on how relatively dependent a business is on trawl-specific trade). Under race
for fish conditions, carrying a larger than normal relative to overall volume of sales inventory was necessary
due to the need to have virtually everything possible on hand instantly in case of need during the fishing
season, as downtime for vessels off of the fishing grounds meant unacceptable opportunity losses, and vessels
were willing to pay whatever it took to get them back on the grounds as quickly as possible — time was worth
more than the cost of urgent repairs. As the race for fish went away, it was much more efficient to order
specialty parts express shipped in from the Lower 48 (typically Seattle) if needed than to try and stock
everything in Unalaska.

Depending on the composition of the business base of these firms, they have been hit more or less hard by
the decline in the crab quota. According to one business manager, with the loss of income to crab vessels,
he has seen his crab vessel support business drop off 50 percent as owners are not spending money on
preventative maintenance; those who are performing work are slower to pay their bills. Rationalization may
be expected to change crab-dependent businesses somewhat, but that depends on the nature of services
performed. For example, some vessel preparation work needs to be done once per season, no matter whether
it is a short or a long season. On the other hand, some work is directly related to intensity of use such as the
"number of turns™ on hydraulic equipment. One support service business owner observed that crab seasons
have now become so short as to be "almost inconsequential™ for his business, although when he started, the
local crab and shrimp fisheries were the base of his business.

With the trawl fleet, the slowing down of the race for fish has also meant that the trawlers are spreading their
business differently in the community, according to support business owners. Not only is less money being
spent overall because of the relative lack of urgency, "now money managers are involved" in looking at
relative value between providers and shopping work around. For a number of the support businesses that
service the catcher fleet, the loss of a large portion of the catcher-processor fleet was a large blow. While
these large vessels did not employ the full range of services that some of the smaller catcher vessels might
have employed in the community (simply due to their facilities being unable to handle all of the work), they
did need specialty service work from a number of the suppliers.
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Another common observation of the support sector within the community is that while the relatively longer
pollock seasons are good for the community as a whole, a number of entrepreneurial businesses have folded,
and the redundancy among (or the range of choices among) service providers has been reduced. The flip side
of this means that, according to one fishing business manager, they can be more selective in their purchasing
of services and "everything no longer needs to be at a premium price in Dutch Harbor."

Fuel sales are another type of locally provided support for the catcher vessel fleet. The Steller sea lion
restrictions that went into place in the C/D seasons in 2000 have meant an increase in fuel sales due to longer
vessel trips to the open fishing grounds. This, coupled with co-occurring high fuel prices has meant higher
costs to the catcher vessel (and the catcher-processor) fleet. While the fuel sales businesses have benefitted
(as has the municipality of Unalaska through tax on the fuel sales), the vessels and shoreplants (because of
the higher cost of fuel they are purchasing) have been hurt.

There is a significant amount of support business in the community that is directly related to the offshore
fleet. Catcher processors use warehousing services, and refuel and resupply when they are in the community
to do a full or partial offload of product. Additionally, catcher processors typically need a range of
expediting, freight management, and logistical support services through Unalaska to keep operating in the
Bering Sea. This is true for both crab and groundfish catcher-processor vessels. For groundfish vessels, this
basic pattern has not changed in the post-AFA era, but the volume of local work is down significantly due
to both the reduction in the catcher-processor fleet and the slackening of the pace of fishing during the 1999-
2001 era.

Shipping

Shipping seafood products is also a major business sector in the community. In addition to the two main and
several smaller shipping lines that serve the community, another type of support service provided in the
community for both the inshore and offshore fleet is stevedoring services. While some shoreplants typically
do not use stevedores in loading operations across their docks, or the demand is lower for stevedoring because
of containerized product, hatch gangs are used for loading product "over the side™ to trampers for shipment
from Unalaska. Stevedoring jobs are relatively high paying, and much valued in the community, though the
work is not steady for the bulk of persons engaged in it. What does make this labor opportunity particularly
valued is the fact that long-term locals, including lifetime residents, may qualify for, and provide a viable
labor pool for, these positions without having to go through minimum-wage entry positions first. There are
also union and non-union laborers alike who come to the community during the busy seasons to take
advantage of the opportunities available in the community.

With the recent changing of the pace and structure of the groundfish fishery with co-ops, shipping business
patterns have changed in the community. The largest difference is attributed to the fact that processors can
now much more closely time their operations and shipping needs and can thus optimize their range of
shipping choices. This opens up a range of options not readily available under race for fish conditions. For
example, processing entities can more easily arrange for scheduled transfers direct to trampers rather than
having to use always available locally established shipping firms to transfer product. Of course, shipping
choices ultimately depend on product mix, destination, and cost efficiencies, but clearly local shipping-related
entities have felt impacts directly as a result of fishery structure changes. There are also indications that
shoreside plants have shifted to a greater emphasis on tramper shipments relative to containerized shipments,
but no quantitative information is available to verify this assertion. In terms of crab specifically, however,
crab remains the major product shipped for at least one of the container companies. According to one
shipping company manager, a major recent change in shipping has been movement to unitized cargo loading.
Whereas in the past, trampers were used because they were fast and containers were used because they were
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good quality, unitized cargo loading has meant that tramper shipped goods can equal the same quality as
container-shipped goods.

In the 1999-2001 era, there has been a reported shift in product destination from Unalaska, with less product
going to Asia and more going to domestic and European markets, due primarily to change in product mix.
One of the large shipping firms in the community reports that there has been almost a 100 percent fall-off in
business to his company from the offshore sector since AFA, and increases from the shoreside have not made
up for this change. This is attributed to the fact that without the Olympic system, seafood companies can
schedule and plan offloads, meaning that they can make their own arrangements rather than having to go
through a shipping company that is always available. Similarly, the onshore sector can more easily schedule
tramper loads. The situation is not straightforward, however, for the two primary shipping companies with
a local presence in Unalaska. There has been some movement of market share between the two firms that,
according to some, were as closely associated with ownership and corporate changes as much as any local
market forces. According to one firm, union longshoring hours were down approximately 22 percent between
1998 and 2000. The community has seen a higher proportion of work going to non-union longshoremen
recently, although the non-union entities tend to have smaller workforces (partly because of being able to
schedule work rather than needing a large on-call labor pool). Co-op conditions have pushed inventories up
because of increased recovery rates and diversification of product mix, meaning there has been some increase
in demand for cold storage, berthing, dockside services, and so on. While one senior shipping manager has
reported that movement of product will become more of an issue with this trend, he also reports that there
has been a tradeoff with the slowing of the peak periods post-AFA,; even during the busy season, now staff
are able to work more normal schedules and can be home with their families by 7:00 p.m. At the same time
the two largest established shipping firms were seeing changes in their market share or customer base, two
more private dock/shipping facilities emerged in the community, one at the old East Point plant location and
another in Captain's Bay. There also appearsto be proportionately more offshore-related volume going across
municipal docks than was the case in the past, and city revenue from dockage and wharfage in general is up.
These two factors reinforce the general observation that shipping-related business is becoming less
concentrated among the formerly dominant local entities and more widespread among various smaller entities.

Remote Operations Support

There are also support service providers in Unalaska who support inshore processing entities that are
operating far outside of the community. For example, the firm (Icicle Seafoods) that owns the floating
processor in Beaver Inlet (Northern Victor) has a local Unalaska representative who supports that operation.
(When a second floater was operating in Beaver Inlet, this entity had an office in Unalaska that, among other
functions, supported that operation.) Similarly, the company that owns and operates the large shoreplant in
Akutan (Trident) has a support office in Unalaska because of their logistical support needs that cannot be
managed directly from Akutan.

Summary

In general, the recent changes experienced by support service sector businesses in Unalaska have gone to the heart
of the paradox of the Unalaska support service economy. This portion of the local economy was historically
dependent to a large degree on the economic inefficiency of the commercial fishing industry. To the extent that
the co-op quota allocation system has made pollock fishing more economically efficient, it has also served to
allow vessel and facility owners to not have to purchase inefficient support services. This has meant a drop in
local support service activity, employment, and revenue. There are no data available to quantify the amount of
the drop, but it has clearly been significant for many of the businesses in this sector. Overall, peak demand is
lower, the pace of business is slower, money has become at least as important a consideration as time, and
businesses do not need the same level of inventory and staff as in the past. There are, of course, exceptions to this
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generalization, but the pattern is apparently quite consistent over the sector as a whole. Crab rationalization,
whatever its final form, can be expected to continue this general trend. Under AFA co-op conditions, the
direct fishery businesses in the community and the municipality itself have seen substantial gains, but the
support service impacts have been mixed or negative. It is anticipated that the same type of pattern will be
seen with crab rationalization, where there will be a period of some business loss or displacement, followed
by a healthier and more stable, if smaller, support sector.

Other Local Business/Service Activity

Tourism continues to develop in the community, with new draws in the last few years associated with an
increased local National Park Service presence, the opening of the Museum of the Aleutians, and the
continued popularity of charter sport fishing. Sport charter fishing took off in the mid-1990s when world
record sport halibut were caught locally in 1995 and 1996, with the latter fish, at 459 pounds, still
representing the world record. Birding, hiking, kayaking, camping, and visiting the Holy Ascension Cathedral
historic site are also tourism draws, but high cost and inconvenient transportation access make the
development of this sector challenging for local businesses. With the slowdown in the race for fish that
accompanied AFA, direct fishery-related passenger transportation demand also declined to some degree,
although clearly demand was falling off prior to AFA. Table 2.2-23 provides information on passenger
counts at the community airport for the period 1995-2001. As shown, the total number of passengers for this
span of years peaked in 1996, and counts for 1999 through 2001 are the three lowest annual counts during
1995-2001.

Table 2.2-23  City of Unalaska, Port of Dutch Harbor Airport Passenger Count by Quarter,

1995-2001
Calendar Year
Quarter 1995 1996 1997 1998 1999 2000 2001
January-March 16,122 20,380 15,992 20,919 15,672 16,461 14,696
April-June 17,209 16,615 15,772 13,683 14,556 16,480 13,988
July-September 18,015 17,105 16,041 12,909 16,312 15,906 16,086
October-December 13,171 13,323 15,380 15,863 13,740 12,596 13,612
Total 64,517 67,423 63,185 63,374 60,280 61,443 58,382

Note:  Data in the table represent a total of enplaned and deplaned passengers, not "round trips" by single
individuals (e.g., if 9,000 passengers got off planes in Unalaska during a particular quarter and 7,000
passengers boarded planes in Unalaska during that same quarter, the quarterly passenger count would be
16,000).

Source: Adapted from spreadsheet supplied by City of Unalaska Finance Department, 2002. Data were originally

configured in fiscal not calendar year format.

Coupled with these conditions was a decrease in level service caused by the discontinuation of long-time air
service provider Reeve Aleutian Airways and a further drop in demand related to the crab quota decline. This
resulted in a situation where as of early 2001 the community was served by only one jet per day. According
to long-time community residents, this has had an impact on a range of services in the community (such as
the price and availability of a variety of food at stores), as well as mail and freight.

Unalaska continues to support a much wider range of non-fisheries-related businesses as well as fisheries
support-related businesses than any other community in the region. According to interviews conducted early
in 2001, however, business conditions are changing with a general slowdown in the non-fisheries sectors of

APPENDIX 3 — SOCIAL IMPACT ASSESSMENT 64 AUGUST 2004



the economy, a trend at least partially related to recent structural changes in the groundfish fishery sector as
well as the decline in the crab fishery sector. A number of businesses that serve the general public have gone
out of business in the recent past, and examples of these businesses, including an office supply store, an auto
parts store, a vehicle rental firm, and a bowling alley, were frequently cited during interviews. Also strongly
marked was the reduction in number of more direct fishery support businesses that were needed for peak
demand times. In this case, it is not that types of services are no longer available, it is more that there is less
of a choice of providers of those services. One landlord reports having lost a net company, an electrical firm,
a hydraulic firm, and a restaurant all out of a single building. While this is an unusual case, it does illustrate
the range of enterprises (and types of fleet support businesses) that have gone out of business.

Table 2.2-24 provides service demand information for the period 1994-2001 from the Unalaska Department
of Public Safety. As shown, the number of incidents/calls for service during this period peaked in 1997 and
has been down substantially in subsequent years. The number of investigative files/cases, typically indicative
of more substantive requests for service, show an overall decline for the first part of the period covered, but
an increase over more recent years. Fire responses show no clear pattern, but relatively large fluctuations
from year to year are not uncommon due to the low number of responses.

Table 2.2-24  Unalaska Department of Public Safety Level of Service Indicators, 1994-2001

Year
Indicator 1994 1995 1996 1997 1998 1999 2000 2001
Total Incidents/Calls 3,795 4,085 4,627 4,981 4,039 3,666 3,450 3,515
Investigative Files/Cases 993 974 944 865 787 802 834 929
Fire Responses 25 34 37 23 24 29 32 38

Source: Notes provided by City of Unalaska Department of Public Safety, 2001, Personal communication,
D. Gregory, Chief, Unalaska Fire Department, January 2002

As noted earlier, some community services are utilized by a larger "floating population” than just by
community residents. One of these services is the local clinic, and this fact is reflected in their slogan:
"Serving Unalaska, the Aleutian Islands, and the Bering Sea." During an interview for this project, two clinic
board members stated the clinic had experienced a drop-off in fisheries-related demand for services with the
slowing of the fishing seasons. Table 2.2-25 presents selected patient statistics for the years FY 1999 - FY
2001. These data do not show a linear drop-off in a number of indicators that might be assumed to be related
to fisheries demand, with the exception of emergency visits, but data prior to 1999 that might show a longer-
term trend are not available. According to a board member, changes in demand patterns has the clinic board
working toward less of an industrial focus and more of a residential focus in terms of strategic planning for
future clinic services. Donations for the clinic are reportedly off as well.

Another change in the local community context noted by multiple interviewees is an increased federal
presence in the community. While having nowhere near the presence as in, for example, Kodiak, the
U.S. Coast Guard now has a detachment in the community (after the community had lobbied for many years
for an increased local presence given the importance of commercial fishing in the community and region).
There are also now U.S. Customs and Immigration and Naturalization Service personnel and offices in the
community.
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Table 2.2-25

Unalaska/Dutch Harbor Community Medical Center, Iliuliuk

Family and Health Services, Selected Patient Statistics and

Total Revenues, FY 1999 - FY 2001

Fiscal Year
Patient Services/Visits FY 1999 FY 2000 FY 2001
Office Visits 7,024 6,835 8,279
Medivacs 55 68 40
Emergencies 541 428 393
Ambulance Runs 141 162 181
X-Rays 2,665 2,439 2,820
Patients Registered 9,517 9,585 9,833
Total Patient Services Revenues $2,303,331 $2,191,606 $2,633,776

Source: lliuliuk Family and Health Services - Unalaska/Dutch Harbor Community Medical
Center spreadsheet/personal communication S. Handforth-Kome, January 2002

One change in the community consistently mentioned during interviews with local business leaders (in an
unrelated study) in early 2001 was the impacts associated with Steller sea lion protection measures that were
put in place during 2000. In the words of one community business leader, the issue is "hanging over the
town" and people "can'tdo any planning" because of it. There is a recognition, however, among at least some
of the local residents that other communities in the region are even more vulnerable to community level
disruptions resulting from these measures due to a much higher reliance on a small boat fleet that cannot
effectively fish outside of the protection zones. While the seasonality of the local economy has changed with
AFA-related co-op management/quota allocation conditions, such that peak periods are not as high or sharp,
and an increased level of activity lasts longer in the community, the interruptions of the seasons related to
Steller sea lion protection measures do cause stoppages and inefficiencies at the major shoreplants in the
community.

The housing market of Unalaska has changed significantly in the past few years. Since the development of
the contemporary fishery dating back to the 1970s, housing demand consistently outpaced supply in the
community, notwithstanding a lull in demand following the crash of the local king crab activity in the early
1980s. Long waiting lists for rental properties were common, and home sales took place essentially as soon
as the homes became available, and frequently before the general public knew the house was on the market.
More recently, however, at least some rental properties are available without wait, and home sales have turned
sluggish. The community has not yet seen a dramatic dip in housing costs, but houses have remained on the
market for considerable periods of time. There is at least some concern in the community that either
investments in housing will not be realized on the sale of the property or that homes will not be sold in a
timely fashion if individuals choose to leave the community.

The Municipality and Revenues

Unalaska derives a significant portion of its municipal revenues from fishery-related activities. Table 2.2-26
presents a breakdown of revenues by source for the City of Unalaska.’® This provides a sense of scale for the
different revenue sources for the City's General Fund. Local taxes include a 3 percent sales tax, an 11.78
mills property tax, a 5 percent accommodations tax, and a 2 percent raw fish tax.

18 More detailed information is available for Unalaska than for the other Alaska communities profiled. A lessdetailed table
that is comparable to that for the other communities is provided in an attachment to this document (SIA Attachment 2).
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Table 2.2-26  City of Unalaska General Fund, Fiscal Years 1998-2001

Revenues FY 1998 FY 1999 FY 2000 FY 2001
Real Property Tax 2,521,746 2,698,454 2,690,560 2,748,920
Personal Property Tax 1,164,363 1,120,957 1,202,265 1,116,369
Raw Fish Sales Tax 2,641,124 2,513,500 3,410,717 3,065,220
General Sales Tax 3,533,123 3,254,403 3,242,284 3,610,653
Other Taxes 439,735 516,863 509,434 524,195
Intergovernmental/State of AK 6,030,119 6,306,064 5,640,942 6,949,345
Charges for Services 278,703 282,778 279,159 300,809
Permits & Licenses 19,546 13,687 22,018 20,265
Miscellaneous 2,407,515 2,099,082 1,954,352 3,436,551
Other Financing Sources 386,895 273,416 461,817 398,153
Total General Revenue Funds 19,422,869 19,079,204 19,413,548 22,170,480

Source: City of Unalaska Finance Department spreadsheet, 2001; Personal communication with John Voss, City
Finance Director, 2001, 2002

Table 2.2-27 provides a breakout of selected fisheries-related General Fund revenue sources. These include
the local raw fish sales tax (first instituted in FY 1987), the intergovernmental fisheries business tax, and the
fisheries resource landing tax (a relatively recent revenue source, first appearing on City statements in
FY 1996). Asshown, the local raw fish tax increased substantially from FY 1999 to FY 2000, with the latter
encompassing the first half of the 2000 calendar year, the first year of AFA onshore co-ops. Of course, a
number of factors influence the volume and value of fish landed in the community which, in turn, translates
into taxes paid. (The City of Unalaska does not keep a breakout of revenue generated by species or species
group so information is not readily available to calculate the relative revenue contribution of individual
species or species groups, but a proxy for that information for the shore-based operations may be found in
Tables 2.2-21 and 2.2-22.) Information for FY 2001 shows a further increase in revenues. This fiscal year
covers the second half of the first full (calendar) year of onshore co-ops and the first half of the second year
of onshore co-ops. It also captures the period when the more stringent Steller sea lion protection measures
were put in place during 2000."

17 Al of these numbers must be interpreted with some caution when going beyond a general level, such as when attempting
to establish direct links to particular fishing seasons. In some cases, the figures reflect when the money was received by the
municipality, and for others they reflect when the transactions from which the revenue derives actually took place (i.e., in accounting
terms, the difference between cash-based accounting versus an accrual-based accounting). For example, local fish taxes are paid on
the 15 of the month following the month in which the sales transactions took place. An adjustment is taken at the end of the fiscal
year, however, to attribute those revenues to the periods where the sales took place. So, for local fish taxes, it is easy to see the link
between seasons and revenues (keeping in mind the distinction between calendar and fiscal years). In the case of revenues deriving
from the State of Alaska, however, the shared fish taxes are paid for the calendar year by the processors to the state in March of the
following year. The State then pays the shared portions out to the local entities in the August-September timeframe. So, for example,
ex-vessel value paid by processors in calendar year 2000 is taxed in March 2001. The State then pays the boroughs and cities their
share calling it "FY2001 Taxes" in August 2001. This means that a single sales event that is subject to both local and state fish taxes
can show up as revenue to the City of Unalaska in two separate fiscal years (and, because of the divergence of calendar and fiscal
years as the basis for accounting, the spread between accrual and appearance on reports can essentially be two fiscal years [e.g.,
shared taxes accrued in January 2000 received in September 2001 would have been based on sales that took place in FY 2000, but
it would show up as revenue during FY 2002]). To further complicate time series analysis, the City of Unalaska has changed
accounting procedures in recent years, such that shared taxes have effectively shifted the periods during which they appear in
financial statements, making comparability between years less than straightforward. Before the City's FY 2000, the fisheries business
tax collected by the State for calendar year 1998 was booked in FY 1999. Under the method currently in place, that revenue would
be recorded in FY 2000. This means that the FY 1999 and FY 2000 fisheries business tax figures reflected in Table 2.2-27 are the
same revenue (they are not exactly equal due to a second, smaller payment from the State to communities in unincorporated boroughs
that falls into a different time period). In practical terms, this means that detailed fishing season specific time series analysis is not
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Table 2.2-27  City of Unalaska Selected Fisheries-Related General Fund Revenues (in dollars), Fiscal
Years 1991-2001

Revenue

Source FY91 FY92 FY93 FY94 FY95 FY96 FY97 FY98 FY99 FY00 FYO1

Raw Fish
Sales Tax

Fisheries

2,851,008 3,681,908 3,131,661 | 2,641,802 3,340,512 | 2,212,833 | 2,641,645 | 2,641,124 | 2,513,500 | 3,410,717 | 3,065,220

Business 2,067,793 2,475,197 3,581,134 | 2,770,321 2,364,847 | 2,828,570 | 2,071,914 | 2,424,747 | 2,424,787 | 2,483,670 | 3,249,218

Tax

Fisheries
Resource
Landing
Tax

Three

NA NA NA NA NA'| 2,637,708 | 3,015,804 | 2,604,706 | 2,739,821 | 2,224,903 | 2,813,250

Source 4,918,801 6,157,105 6,712,795 | 5,412,123 5,705,359 | 7,679,111 | 7,729,363 | 7,670,577 | 7,678,108 | 8,119,290 | 9,127,688

Total

Source: City of Unalaska Finance Department spreadsheet, 2001

One of the impacts of the AFA on the City of Unalaska revenues relates to the additional requirement that
at-sea processors count landings outside of state waters as taxable events (under the fisheries resource landing
tax). Asshown in Table 2.2-27, the local revenue derived from the fisheries resource landing tax increased
from FY 1998to FY 1999 (with the latter year encompassing the first half [calendar] year of offshore co-ops).
Revenue from this source, however, fell over half a million dollars between FY 1999 and FY 2000 (the period
covering the second half the first year of offshore co-ops and the first half of the second year of offshore co-
ops) but rebounded in FY 2001. Looking at the three-revenue source total, although there was some variation
in the individual sources, the combined amount was nearly flat at $7.7 million for each year FY 1996 (the first
year the fisheries resource landing tax came to the city) through FY 1999. FY 2000 combined three-source
revenues rose to $8.1 million, so for the first FY that spanned both offshore co-ops and the start of on-shore
co-ops, revenue sources that were directly fishery associated increased over 5 percent. This figure further
increased to $9.1 million in FY 2001.

Summary of Recent Community Fishery IFQ/Co-op Rationalization Experience and Implications for
Likely Crab Rationalization Impacts

Unalaska entities have direct experience in the rationalization of the halibut and sablefish fisheries under an
IFQ management system, and the pollock fishery under a co-op system. This section provides an overview
of the potential applicability of community experience with these two systems to broadly similar components
proposed as part of the rationalization management alternative for the BSAI crab fisheries.

No recent studies on the impacts of halibut and sablefish IFQ programs on the community of Unalaska are
known. Information from interviews would suggest that these programs have resulted in little overall change
in the small local harvest fleet. Interms of local processing, interview data would suggest that halibut is less
important for larger processors than it was in the pre-IFQ past, but quantitative data show some variability
in this regard. At least one small processor has found market conditions more favorable under a halibut IFQ
system than was the case with a derby style fishery. In general, it is apparent that market conditions or
demands for halibut have changed under the IFQ system, and Unalaska is at a relative disadvantage in
shipping fresh as opposed to frozen product from communities with closer ties to a multi-modal transportation
system that includes roadways, such as Homer.

possible using commonly published data, but that trend information is readily apparent at the individual revenue source level. Interms
of fiscal impacts to municipalities, it is a truism that when revenue is received is more important than when fish are landed, but clearly
much other economic activity (and important revenue generation) takes place at the time of landings.
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How the community experience with halibut and sablefish IFQs would translate into likely outcomes of a
BSAI crab rationalization alternative is less than clear in detail but can be considered in broad brush. Fewer
vessels owned and crewed by local residents fish for crab than fish for halibut, and local processors are even
less dependent on crab deliveries by the local fleet than they are for halibut deliveries by the local fleet.
Given the relative location of the BSAI crab fishing grounds to the community and the different markets
involved, it is not considered likely that the community of Unalaska/Dutch Harbor would see a change in its
relative importance as a landing port for crab as may have been the case for halibut.

Much more information is available on the community level social impacts seen under the pollock co-op
system than is available for the halibut and sablefish IFQ system, due to the study effort that went into the
NPFMC's recent Report to Congress on the impacts of the AFA (NPFMC 2002). In general, the impacts seen
under AFA and the co-op system, and their applicability to potential BSAI crab co-op management
approaches within a rationalization alternative are as follows:

. Seasonal peak population in the community is down with the spreading out of the fishing seasons,
and this is in part attributed to pollock fishery co-op conditions. A similar change in the crab fishery
could be expected to continue this trend.

. There has been a marked softening of the housing market in the community. While this is a trend
that preceded AFA co-ops, AFA co-op conditions appear to have contributed to the continuation of
this trend. Although assessed valuation has not declined, it has not kept pace with inflation. Home
sales have slowed, and rental vacancies are up. Clearly pollock fishery co-op conditions are but one
of a number of contributing factors in this situation, and although its incremental contribution may
be small, crab rationalization would be expected to reinforce this trend to some degree.

. The direct fishery-related portion of the economy has benefitted from pollock co-op conditions,
especially the municipal revenue streams directly related to pollock landings. This was more a
function of quota shift than price, however, so the applicability of this to the crab rationalization
alternatives is not clear.

. In the catcher vessel sector, there is little community involvement in the pollock fishery in terms of
a "residential fleet." Although some pollock vessels are homeported in Unalaska, none of these
vessels are owned or skippered by long-time community residents. Whether the trend seen over the
past several years of increasing processor ownership and/or control of catcher fleet making pollock
deliveries to local plants has been altered by co-op conditions cannot be seen from available data in
the brief post-AFA interval. While there are a small number of locally owned crab vessels,
participation has been irregular in recent years due to local area closures, among other factors, and
the vast majority of both delivering vessels and volume landed are accounted for by ownership
outside of the community.

. In the processing sector, for local AFA/co-op qualified plants employment changes have varied by
individual entity. The processing seasons have slowed down and spread out to a degree, but at the
same time there have been changes in product mix. For example, at one large plant one major
processing line closed directly as a result of the slowing of the race for fish under co-op conditions,
but the net number of workers increased. A number of the newly produced products, or products
produced in greater or relatively greater volumes are comparatively labor intensive. Co-op-related
employment impacts are difficult to ascertain or interpret because of the varying approaches of the
different plants and the changes occurring in other fisheries. Anexample of this is thatin 2001, some
plants did not utilize a dedicated crab crew as in recent years, but rather, because of increased crew
flexibility/availability under co-op conditions combined with lower crab volume, they were able to
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staff both functions with a single crew. It is expected that under crab co-op conditions similar
dynamics would continue to operate, with even less peak demands.

. Non-AFA local processing plants did experience change as a result of AFA, but this varied by plant
type. The medium-size non-AFA plant in the community reported little change in operations. The
two smaller plants, on the other hand, reported that the AFA had negative impacts on their operations
in several ways. These included the ability of the larger plants to now pursue custom niche markets
when they were not able to do so before; the implementation of crab caps on the AFA plants, which
meant that cooperative endeavors with the smaller plants now result in a potential loss of volume for
the larger plants due to the cooperative undertakings counting against the larger plant's cap; and, loss
of flexibility of the smaller plants by preclusion of possible future opportunities of exploiting AFA-
regulated fisheries. Depending on qualification period specifics, the large/small plant distinction is
anticipated to be less profound in terms of impacts under crab co-ops, as the small plants may qualify
for their own co-ops or quota share, unlike the case with the pollock fishery. Similarly, any negative
impacts resulting from AFA crab "sideboards" are anticipated to no longer be applicable in a crab
fishery managed under the proposed rationalization alternatives.

. In terms of support service sector businesses, Unalaska is the major regional provider of fishery
support services. The pollock co-ops made the fishery more efficient in several ways, which is a
positive benefit for a number of reasons and within a larger frame of reference, but the local support
economy was based, to a significant degree, on inefficiencies in the fishery. In the past, in-season
downtime during the race for fish was a potentially catastrophic event, and local firms were
structured (inventory, personnel, and number of providers) to respond to those circumstances. With
co-op-associated changes in the pace in the fishery, cost of service has became relatively more
important than in the past, and immediate response capability does not override all other factors. The
resultant restructuring of the support service sector would likely continue or be amplified by a crab
fishery managed under the rationalization alternatives.

. Under pollock co-ops, shoreplants have remained more or less self-contained, self-sufficient
enterprises in the community. This varies from plant to plant, but operations tend to be of an
industrial enclave nature, with a relatively low volume of purchases of goods and services from the
local support sector. Crab co-ops are not seen as likely to change this pattern.

. Vessel support businesses have experienced a range of pollock co-op-related impacts. Employment
is down, but this is a complex situation. Firms that have fewer positions have tended to just not bring
in temporary/fishing season-specific employees, and many businesses report a dropping off of total
hours if not a drop in the number of permanent positions. In general, inventory has been reduced due
to a drop in peak demand, and the number of support providers is down somewhat. The drop in
providers has been more in the nature of a decline in the number of providers for any one service,
rather than a decline in the range of services available locally. At the community level, these
conditions are related to the local decline in crab landings as well as changes attributable to the
pollock fishery, and different businesses have had different outcomes based on their relative
dependency on different fleet sectors. Implementation of crab co-ops would be likely to continue
this trend.

. The impact of the reduction of the offshore pollock catcher-processor fleet, while not a function of
co-ops, has been felt in Unalaska. A number of support service businesses were oriented toward
serving this fleet and have been having a difficult time after the fleet reduction. This has, in part,
contributed to the overall changes seen in the support service sector. No similar single-sector
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reduction impacts are anticipated in the case of BSAI crab co-ops under the rationalization
alternatives.

. Because of changes in the race for fish conditions, there has been some move from private to public
facilities for shipping related to the catcher/processor fleet, and there has been some shift between
communities due to ownership changes that may not be directly related to co-op conditions.
Different businesses were differentially impacted based on their client mix, with the businesses that
relied most heavily on that portion of the offshore fleet that was excluded (and/or retired/scrapped)
experiencing the greatest impacts. Similar changes are not anticipated to follow implementation of
crab co-ops, as no particular harvest sector is presumed to experience more consolidation than others.

. Shipping enterprises in Unalaska have felt impacts from pollock co-op formation. The improved
ability to predict shipping needs under non-race conditions has meant that there are different viable
options now available to those with fisheries product to move. There has been a shift in market share
between the two largest shipping firms in town, but this is likely as attributable to changes in and
between the two firms as it is to co-op-induced conditions. Relatively more product is moving by
tramper than in the past, although this is difficult to quantify, and two new private dock facilities
have been put into service during the post-AFA co-op formation era. Union longshoring hours are
down, but the relationship of this to total employment hours in the community is unclear due to a
recent increase in non-union work volume. While crab co-ops may create some similar conditions,
it is not anticipated that the changes will be as substantial, due to inherently less flexible, multiple
crab seasons.

. In terms of municipal revenues, general fund revenues deriving from fishery sources have been
increasing in recent years. Quantifying the role of pollock co-ops in this increase is problematic due
to so many other changes occurring simultaneously. To the extent that improved conditions have led
to increased prices, the municipal revenues have benefitted. This is likely an outcome of crab co-ops
as well.

. In terms of other types of community changes seen over the relevant time period, it was reported that
the community clinic experienced a decrease in demand for acute fishing season needs. This trend
may also be expected to continue with the rationalization of the crab fishery.

In sum, the formation of pollock co-ops has had a number of different impacts on the community of Unalaska.
The larger pattern of impacts would appear to be direct benefits to those aspects of the participating
groundfish sectors present in the community, benefits to the municipality in terms of revenues, and a
downward trend or mixed results among the support service sector. Not all difficulties faced by support
service sector businesses are attributable to pollock co-ops. These support sector challenges and many of the
other changes seen in the community, such as the drop in housing demand, are linked to a "rationalization™
or increase in efficiency of the community economy and a move away from an economy geared for a pulse
demand cycle and inefficiencies within the commercial fisheries. Pollock co-ops and the AFA in general
have played a significant part in this general level change, but trends along these lines were apparent in the
community prior to co-op formation. Implementation a rationalization alternative for the crab fishery in
general, or co-op provisions in particular, are anticipated to continue these same trends. Overall community
impacts may be positive, but there will likely be continued dislocations in the support sector, if only on a one-
time or temporary basis as the local economy adjusts to non-race conditions.

It is a truism that the co-ops made the pollock fishery more economically efficient and that the economy of
Unalaska, to a degree, is dependent upon economic inefficiencies. Goods and services are relatively
expensive to supply locally, and if the balance between the relative value of money and time shifts more
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toward money being more valuable, then the local economy will experience a noticeable lessening in demand
for services than seen in the community under race-for-fish conditions. Of course, all of the slackening in
demand for services cannot be attributed to pollock co-ops. At the same time pollock co-op impacts were
being realized in the community, the crab fishery was weathering a sharp decline in quota, and Steller sea lion
protection measures were taking their toll on the locally based fishery. In terms of the perception of impacts,
or the ultimate consequences of those impacts, a number of individuals from various employment sectors
reported that if the non-municipality, non-direct-fishery portion of the local economy is somewhat smaller,
the jobs that remain are better jobs, with more regular hours, a better pace, and an overall higher quality of
life. In general, a continuation of these trends could be anticipated under crab rationalization conditions.

Differential Impacts of the Three Rationalization Alternatives at the Community Level

As summarized above, in addition to a number of indirect or support ties to the fishery, for Unalaska the
direct engagement in, and dependency on, the BSAI crab fishery is based primarily upon ties to local
processing activity and secondarily on participation in the harvesting sector. Direct beneficial or adverse
impacts to the community of Unalaska deriving from the different rationalization alternatives result from the
differential outcomes for these activities.

Each of the rationalization alternatives have identical provisions regarding increased allocations to the CDQ
program (inclusion of additional species and an increase in the included species set-aside from 7.5 to 10
percent of the total allocation), creation of captain’s harvest quota shares (3 percent of the TAC), and a
community development allocation to Adak (10 percent of the WAI golden king crab allocation). Each of
these provisions are directed toward fostering beneficial community or social impacts for at least some groups
or areas. Unalaska, as a non-CDQ community, would not directly benefit from the CDQ program increases.
The creation of captain’s shares would likely benefit a few Unalaska residents, but would not be significant
on the community level. The Adak community allocation would not have significant beneficial or adverse
impacts for the community of Unalaska.

Regionalization is a feature of the three-pie alternative and the IFQ alternative, but is not a part of the
cooperative alternative. Regionalization is explicitly designed to create beneficial community or social
impacts for at least some groups or areas. The north/south region designation was designed primarily to
benefit the Pribilofs, while the west region designation in the WAI golden king crab fishery was designed
primarily to benefit Adak.

Impacts of the west region creation would likely be negative for the community of Unalaska, but are not
likely to rise to the level of significance. Over the period 1991-2000, Unalaska on average processed
approximately 39 percent of the Western Aleutian Islands golden (Adak brown) king crab total harvest.
Under regionalization, 50 percent of the total harvest of this fishery would be earmarked for delivery to a
newly created west region (west of 174 degrees west longitude, which is far to the west of Unalaska). The
remaining 50 percent of the quota would not be regionally designated and could be delivered within or
outside of the west region. Itis likely that this regional designation will cause a percentage shift of processing
for this species away from Unalaska, but the impacts will likely be minor. Over the period 1991-2000, WAI
golden king crab accounted for approximately 3.4 percent by value of crab processed in Unalaska. Further,
until very recently the entire annual quota was never taken, so Unalaska could conceivably still land the same
number of pounds that it has in the past, but this would represent a smaller percentage of the fishery.
Additionally, not all of the quota that would be designated for west region delivery would come directly from
Unalaska, as there were other processors participating in the fishery (that is, every additional pound processed
in the west does not equate to one less pound processed in Unalaska).
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Impacts of the creation of the north/south regional split in and of itself under the three-pie alternative are not
likely to be significant for the community of Unalaska, absent the accompanying community protection
provisions discussed below. Regionalization under the IFQ alternative, which has no specific community
protection provisions (save for a waiver of sea time requirements for eligible community purchase of harvest
quota share, as discussed below), would not hinder the type of processor consolidation that could have
negative impacts on the community of Unalaska, were local crab processing to exit the community. Under
the three-pie alternative, Unalaska (which is one of two communities that can be disclosed as eligible for
community protection provisions under this alternative out of a total of 8 eligible communities) would retain
levels of processing activity seen during the qualifying period (due to a combination of regionalization and
community protection features, as described below). The regionalization seen under the IFQ alternative,
which does not have community protection features, would not likely have negative impacts for the
community, but the community protection features may prevent positive impacts that would otherwise accrue
to Unalaska. Thiswould happen if consolidation where quota previously processed in the north region would
otherwise end up in Unalaska because of efficiency gains, but cannot do so because of regionalization
provisions. Under the cooperative alternative, which does not have a regionalization component, itis unlikely
that consolidation would result in processing activity moving from Unalaska to the Pribilofs, but it is
conceivable, if not likely, that activity that would have occurred in the Pribilofs under regionalization
restrictions would move to Unalaska.

Additional community protection features of a “cooling off” period and a right of first refusal on transfer of
processing quota shares are a part of the three-pie alternative (and are not a part of any other alternative).
Eligible communities (those that had 3 percent of processing activity for covered species) would be assured
that during the 2-year “cooling off” period processing quota would not be moved out of the community.
Subsequent transfers would be subject to a right of first refusal that would allow an eligible community
(through its CDQ group or another community group, if a CDQ group were not present) to obtain ownership
and control over processing quota to retain local processing activity.

For Unalaska, an eligible community, both of these features would have the potential to confer significant
beneficial community and social impacts. The “cooling off” period would ensure that processing activity
levels seen in the qualifying period would continue in the community, and the right of first refusal would
ensure that a local (to-be-formed) community group, would be able to obtain processing quota if it were at
risk for leaving the community in the future. Exercising the right of first refusal would likely result in a
significant positive benefit to community group and the community. As Unalaska is not in a borough and
is not a CDQ community, the entity that would exercise the right of first refusal would represent only the
community itself, so there would not be the potential competition of interests as seen under similar
circumstances in a number of other communities.

Whether or not these community protection features provide neutral or positive benefits to the community
depend on what individual operation’s decision making processes would have been regarding consolidation
absent these provisions, which is unknowable. For example, without knowing confidential business
information, it is not clear whether in the absence of community protection measures consolidation within
the processing sector as a result of rationalization would increase or decrease activities in Unalaska. All
things being equal, it is assumed that Unalaska is in a favorable situation compared to other communities in
the Bering Sea region due to access to transportation and other developed infrastructure and services, and that
consolidation would tend to have processing more highly concentrate in Unalaska than was the case prior to
rationalization. However, it is not likely that all things will be equal post-rationalization and there may be
currently unrecognized incentives that favor consolidation elsewhere.

The rationalization alternatives also differ on the ability of communities to obtain harvest quota share. Under
the three-pie and IFQ alternatives, CDQ groups, or other community groups if a CDQ group is not present,
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in eligible communities (again, those with 3 percent or more of processing activity for covered species during
the qualification period) would be able to purchase harvest quota share due to a waiver of sea time
requirements that would otherwise prevent such purchases. By design, the ability to obtain harvest quota
share could result in beneficial community and social impacts through communities becoming more directly
engaged in the fishery.

In the case of Unalaska, harvest quota shares, if purchased, would be obtained by the to-be-formed
community group. If exercised, this ability could result in beneficial community and social impacts through
the community becoming engaged in the fishery in a way (or to a degree) that it is not under existing
conditions.

Another potentially distinguishing feature of the rationalization alternatives from a community or social
impact perspective is the ability of harvesters to form co-ops under the three-pie and cooperative alternatives
(but not under the IFQ alternative). For Unalaska, the impacts of this ability (or lack thereof) are not clear,
particularly given very small local fleet presence in the fisheries covered by the program. Whatever impacts
would derive from co-op activities would likely result from impacts to processors, not from the fleet itself.

2.3 AKUTAN

Akutan is located on Akutan Island in the eastern Aleutian Islands, one of the Krenitzin Islands of the Fox
Island group. The community is approximately 35 miles east of Unalaska and 766 air miles southwest of
Anchorage. Akutan is surrounded by steep, rugged mountains reaching over 2,000 feet in height. The village
sits on a narrow bench of flat, treeless terrain. The small harbor is ice-free year-round, but frequent storms
occur in winter and fog occurs in summer. Akutan began in 1878 as a fur storage and trading port for the
Western Fur & Trading Company. The company's agent established a commercial cod fishing and processing
business that quickly attracted Aleut residents of nearby settlements to the community. A Russian Orthodox
church and school were built in 1878, over a decade after Alaska became a U.S. Territory, and the Alexander
Nevsky Chapel replaced the original church structure in 1918. The Pacific Whaling Company built a whale
processing station across Akutan Bay from the village site in 1912 and it operated as the only whaling station
in the Aleutians until it closed in 1939. Incorporated in 1979, the City of Akutan encompasses 32.4 square
miles of land and 8.7 square miles of water.

Akutan lies in the maritime climate zone, with mild winters and cool summers. Mean temperatures range from
22 to 55°F. Precipitation averages 28 inches per year. High winds and storms are frequent in the winter, and
fog is common in the summer.

Akutan is incorporated as a Second Class City, and, like King Cove (and Sand Point), is part of an organized
borough (the AEB). The community of Akutan was previously profiled in the Inshore/Offshore SIA
(NPFMC 1991), and the details of that profile will not be recapitulated here. Unlike Unalaska and King Cove,
Akutan isa CDQ community. Like Unalaska, King Cove, and Sand Point, Akutan was originally designated
as not qualifying as a CDQ community due to the local presence of developed commercial fishing/processing
capacity. Subsequently, however, due to the particulars of the historic and contemporary demographic and
physical structure of the community, Akutan was able to attain inclusion in the APICDA CDQ group. The
main processor in Akutan is Trident Seafoods, which has a large shoreplant in the community. In recent
seasons Trident has also had floating processing capacity in Akutan Bay, as a result of the purchase and
relocation of the Arctic Enterprise from Beaver Inlet on Unalaska Island. In the past, seasonal processing by
other mobile processing entities has also commonly taken place in the bay for various species. However, for
at least the past 4 years, Trident has been the only processor in Akutan, reportedly in part because the
economics of seasonal processing with floaters has worsened.
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Akutan is a uniqgue community in terms of its relationship to the Bering Sea commercial fisheries. It is the
site of one of the largest of the shoreplants in the region, but it is also the site of a village that is
geographically and socially distinct from the shoreplant. This "duality" of structure has had marked
consequences for the relationship of Akutan to the Bering Sea crab and other commercial fisheries. One
example of this may be found in Akutan’s status as a CDQ community. Initially (in 1992), Akutan was
(along with Unalaska, King Cove, and Sand Point) deemed not eligible for participation in the CDQ program
based upon the fact that the community was home to "previously developed harvesting or processing
capability sufficient to support substantial groundfish participation inthe BSAI .. ." though they met all other
qualifying criteria. The Akutan Traditional Council initiated action to show that the community of Akutan,
per se, was separate and distinct from the seafood processing plant some distance away from the residential
concentration of the community site, that interactions between the community and the plant were of a limited
nature, and that the plant was not incorporated in the fabric of the community such that little opportunity
existed for Akutan residents to participate meaningfully in the Bering Sea pollock fishery (i.e., it was argued
that the plant was essentially an industrial enclave or worksite separate and distinct from the traditional
community of Akutan and that few, if any, Akutan residents worked at the plant). With the support of the
APICDA and others, Akutan was successful in a subsequent attempt to become a CDQ community and
obtained that status in 1996. This action highlights the fundamentally different nature of Akutan and
Unalaska. Akutan, while deriving economic benefits from the presence of a large shoreplant near the
community proper, has not integrated large-scale commercial fishing activity with the daily life of the
community. As result, Akutan is the only community in the region that is both a direct major/developed
participant in the fishery and a CDQ community.

Community Demographics

Akutan is a community that traces its roots to commercial fishing, fur trading, and whaling. In terms of the
population components of the community, and the relationship between local commercial fishery-related
workers and the rest of the population, Akutan is unlike Unalaska, King Cove, or Sand Point. Compared to
King Cove and Sand Point, the local processing plant is much more of an enclave type of operation than the
plants in those communities. Itis unlike Unalaska, which features plants with a range of "separateness” from
the community, in that few, if any, plant workers of any staff level have become long-term residents of the
community.

Total Population

Table 2.3-1 provides figures for the community total population by decade from 1880 through 2000. While
U.S. Census figures show Akutan had a population of 589 in 1990 and 713 in 2000, the Traditional Council
considers the "local” resident population of the community to be around 80 persons, with the balance being
considered "non-resident employees" of the seafood plant. This definition, obviously, differs from census,
state, and electoral definitions of residency but is reflective of an observed social reality of Akutan. Figures
for recent years are known to include processing workers, but it is not clear in earlier years how and if
fisheries or other commercial enterprise-related workers were counted.

Ethnicity
The residents of the village of Akutan, proper, are almost all Aleut. The influence of the commercial fishery-

related workers on the ethnic composition of the population, however, may be seen in Table 2.3-2. As shown,
less than 16 percent of the population in 2000 was Native American/Native Alaskan.
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Table 2.3-1  Akutan Population by Decade, 1880-2000

Year Population
1880 65
1890 80
1900 60
1910 0
1920 66
1930 71
1940 80
1950 86
1960 107
1970 101
1980 169
1990 589
2000 713

Source: Historic data from Alaska Department of Community and
Economic Development, 2000 data from U.S. Bureau of the Census

Table 2.3-2  Ethnic Composition of Population Akutan: 1990 and 2000

1990 2000

Race/Ethnicity N % N %

White 227 38.5% 168 23.6%
African American 6 1.0% 15 2.2%
Native American/Alaskan 80 13.6% 112 15.7%
Asian/Pacific Islands* 247 41.9% 277 38.9%
Other** 29 4.9% 141 19.7%
Total 589 100% 713 100%
Hispanic*** 45 7.6% 148 20.8%

Source: U.S. Bureau of Census.

*  In the 2000 census, this was split into Native Hawaii and Other Pacific Islander (pop 2) and Asian (pop 275)

** In the 2000 census, this category was Some Other Race (pop 130) and Two or More Races (pop11).

*** "Hispanic" is an ethnic category and may include individuals of any race (and therefore is not included in the
total as this would result in double counting).

Group housing in the community is almost exclusively associated with the seafood processing workforce.
As shown in Table 2.3-3, in 1990 fully 85 percent of the population lived in group gquarters and only 15
percent did not. As seen in this same table, in 2000 an even greater percentage of the total population lived
in group quarters (89 percent versus 11 percent not in group quarters). Table 2.3-4 provides information on
group housing and ethnicity for Akutan for 1990 (comparable 2000 data are not yet available). As shown,
the ethnic composition of the group (primarily seafood processing) and non-group housing (primarily long-
term residential) segments were markedly different, with the non-group housing population being
predominately (83 percent) Alaska Native, and the group housing population having almost no (1 percent)
Alaska Native representation.
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Table 2.3-3 Group Quarters Housing Information, Akutan, 1990 and 2000
Group Quarters Population Non-Group Quarters Population
Percent of Total Percent of Total
Year Total Population Number Population Number Population
1990 589 501 85.06% 88 14.94%
2000 713 638 89.48% 75 10.52%

Source: U.S. Bureau of the Census 1990 STF2, Census 2000 Summary File 1

Table 2.3-4  Ethnicity and Group Quarters Housing Information, Akutan, 1990
RacelEthnicity Total Population | B8 REOTE | N aton
Number Percent Number Percent Number Percent
White 227 37.52% 212 42.32% 15 17.05%
Black 6 0.99% 6 1.20% 0 0.00%
American Indian, Eskimo, Aleut 80 13.22% 7 1.40% 73 82.95%
Asian or Pacific Islander 247 40.83% 247 49.30% 0 0.00%
Other race 29 4.79% 29 5.79% 0 0.00%
Total Population 589 100.00% 501 | 100.00% 88 100.00%
Hispanic origin, any race 45 7.44% 45 8.98% 0 0.00%
Total Minority Pop 342 56.53% 298 59.48% 73 82.95%
L?stggﬁ'i‘;;"'\"'”o”ty Pop (White Non- 247 |  40.83% 203 | 40.52% 15|  17.05%

Source: U.S. Bureau of the Census 1990 STF2

Age and Sex

Table 2.3-5 shows the population composition of Akutan by sex in 1990 and 2000. As shown the population
structure is clearly indicative of a male-dominated industrial site rather than a typical residential community.

Table 2.3-5  Population Composition by Sex, Akutan: 1990 and 2000
1990 2000
N % N %
Male 449 76% 549 7%
Female 140 24% 164 23%
Total 589 100% 713 100%
Median Age NA 40.2 years
Source: U.S. Bureau of the Census
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Table 2.3-6 provides information on school enroliments in Akutan over the period 1991 to 2002. As shown,
there has been considerable year-to-year fluctuation over this time, and enroliments have been lower in recent
years than in the earlier years in this time span.

Table 2.3-6 Akutan School Enrollment, FY 1991-

2002
Fiscal Year Student Count
1991 22
1992 24
1993 29
1994 21
1995 24
1996 20
1997 27
1998 23
1999 20
2000 15
2001 15
2002 16

Source: Adapted from spreadsheet supplied by C. Warner,
Aleutians East School District, October 2002.

Local Economy and Links to the Crab Fishery

The community of Akutan participates in the BSAI crab fishery through several different ways: locally owned
small vessel harvesting, participation in the CDQ program, having a major seafood processing plant located
in the community, through having transient floating processors operate locally, and providing limited support
services to the fishery in the community. Overall, the private sector economy of the community, exclusive
of the local processor, is very limited. The Alaska Department of Community and Economic Development
(DCED) (2002) lists a total of six active business licences in the community: the Akutan Corporation, the
Bayview Hotel, the Grab a Dab Café, McGlashan Store, Pelkey's Dive Service, and the Salmonberry Inn.
It would appear that private sector business ownership is highly concentrated among a very few entities.
According to senior city officials, the café is no longer in business, and the Akutan Corporation owns and
operates the Bayview Hotel and the Salmonberry Inn. The McGlashan store, while named after the owner
of the original store in Akutan, is also owned by the Akutan Corporation. The Roadhouse tavern is another
private sector enterprise in the community and one not linked to the Akutan Corporation.

Harvesting

The vast majority of catch landed in Akutan comes off of vessels from outside of the community. While there
isa"local" non-CDQ commercial fishery, it is of a small scale, pursued out of open skiffs. Inthe early 1990s,
the local plant reported taking deliveries of groundfish from approximately 12 skiff-type vessels from the
village of Akutan itself, but participation in this type of enterprise is not well documented. Such activity is
currently (2002) reported at about the same overall level as in the past, with two local residents in particular
singled out as consistently making regular deliveries of halibut and black rockfish over time, and the rest
making sporadic deliveries. According to City officials, there is one 28-foot vessel in the community and one
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that is 24 feet in length, with the rest of the local fleet being comprised of skiffs under 20 feet, with the two
larger vessels being the most active. According to interviews, the processor neither encourages nor
discourages these deliveries but does purchase all that is made available from local sources. This is not a
major source of fish for the plant but is probably a significant source of income for at least a few of the local
sellers. APICDA has to date not facilitated loans for a local fleet as it has in some other communities.
Akutan differs significantly from other APICDA communities as in Akutan there is already processing
capacity present. This, in turn, presumably has an impact on the way APICDA prioritizes its community-
specific efforts. One move APICDA is contemplating is moving its sport charter vessel Grand Aleutian from
Unalaska/Dutch Harbor to Akutan to help foster the development of a sport fishery/tourism niche in the local
economy. According to local sources, Akutan fishermen are also looking into purchasing halibut IFQs with
the idea of forming a community quota pool in excess of the IFQ held by five or so individuals in the
community at present. The president of the local corporation also noted that Akutan residents do participate
in the crab fishery as crew members, with "around 6 guys" crewing at different times, although at least some
of these crew members have been bumped from participation during CDQ fisheries.

The Akutan delivery fleet for the single processor, including "outside" vessels, was characterized being in
turn comprised of several different components:

. about 20 "large" boats with capacities of 500,000 to 1,000,000 pounds, mainly fishing pollock, and
primarily with Seattle-area ownership (although they spend most of their time in and around Akutan);

. about 20 "smaller" boats with capacities of 150,000 to 300,000 pounds, mainly fishing pollock and
cod, and primarily with Kodiak and Newport ownership;

. the crab boat fleet, that has little overlap with the groundfish fleet (and much less than was the case

in the past). A few of the biggest crab boats also fish groundfish, but Trident’s fishermen generally
seem to specialize in one or the other. Crab boats are a mixture of Kodiak and Seattle-area boats, and
the increased specialization in crab or groundfish may be due to the AFA, sideboards, and relative
stock sizes. This degree of specialization was the only change in the nature of Trident’s delivery fleet
in recent years that was described by Trident representatives.

. the truly local "skiff" fleet.

As a CDQ community, the community of Akutan has access to the BSAI commercial fishery resources
independently of direct participation in the fishery. Akutan, like the other CDQ communities, has benefitted
from the increase under AFA from 7.5 percent to 10 percent of each BSAI groundfish TAC (except for the
fixed gear sablefish TACs, of which CDQ communities receive 20 percent for the eastern Bering Sea and the
Aleutian Islands areas). Also, like other CDQ communities, Akutan has access to the 7.5 percent CDQ
allocation of relevant BSAI crab species. APICDA, including the community of Akutan, has participated in
the crab fishery via acquiring partial (25 percent) ownership interest in two crab harvest vessels, the Golden
Dawn and the Farwest Leader. In general, APICDA has substantial investments in both harvesting and
processing sectors of the BSAI fishery. The most recent executive summary of APICDA’s community
development plan (APICDA 2002) describes the scope of these investments, as well as the community
development goals they serve. In Akutan, the primary thrust is to develop a partnership with Trident to
custom process the harvest of local fishermen. As described by a Trident representative, this is still a
relatively small operation for Trident but is quite important for a number of local fishermen. APICDA
encourages local hire for all of its joint ventures and partnerships, but information on how many locals are
actually so employed, and more specifically how many are from Akutan, is not available.

Processing

Trident Seafoods operates the major shore processing facility in the community of Akutan. Trident first
opened a shore plant in the community in the summer of 1982, but the original structure was destroyed by
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fire in the summer of 1983. The plant was rebuilt later that year, and major expansions were added in the
1990s. Like the large processing plants in Unalaska, the Trident Akutan plant is an AFA-qualified plant with
its own pollock co-op. Also like the large Unalaska plants, it is a multi-species processing facility, and it
accounts for a significant amount of regional crab processing as well as groundfish processing. Specific
figures are confidential. Company representatives report that BSAI crab can comprise a significant percent
of the total value of processing at the plant, although the present depressed status of most crab stocks has
reduced this percentage in recent years. As a high-value species, however, crab is quite important to the
overall operation of the plant (although pollock is still the prime mover in terms of labor requirements and
overall economic operations).

In terms of the processing labor force, there has been little change reported in overall size, seasonal patterns,
or composition in recent years. Pollock is still the driving force for Akutan employment dynamics. During
periods when both pollock and crab may both require significant effort (primarily opilio season) the pollock
product mix may be adjusted to less labor-intensive forms (surimi instead of fillets). The same labor force
is used for all operations, adjusted as necessary in size by sending people out as the need for labor decreases
once the pollock season is over.

In addition to its shore facility, Trident has operated the floating processor Arctic Enterprise in Akutan Bay
since its purchase several years ago. Previously operated in Beaver Inlet on Unalaska Island, this is currently
(2002) the only floater that operates in Akutan Bay on an ongoing basis, or has for several years. While
multiple floaters used to be common, according to city officials this changed due to environmental constraints
(as well as changing fishery economics). Around 1990, the U.S. Environmental Protection Agency declared
the inner portion of Akutan Bay an "impaired water body" with the result that floaters could not operate in
that area. While Akutan Bay was "taken off the list" in the late 1990s, according to city officials, floaters
have not returned in number. The Arctic Enterprise operates outside of this inner bay area, but still within
Akutan Bay itself. According to city officials, other mobile processing capacity for crab has been brought
in by Trident in recent years to help with finishing up during crab seasons.

In terms of the relationship between the plant and the community, social interactions between Trident
employees and the other residents of the community are somewhat limited by the fact that the Trident site is
more or less an industrial enclave and is separated from the village proper by Russian Orthodox church-
owned land, the sea plane ramp, and coastal bluffs. Access and interaction has changed at least to some
degree in recent years, however, with the opening of a beach level road from the seaplane ramp to the Trident
site and the donation and construction by Trident of a community building for the village that is utilized by
workers and local residents alike. This building has a modest sized church with attached living quarters for
the minister and a full sized gym. (Because the gym has "church windows," it is sometimes mistaken for a
very large church.) The building is located adjacent to the seaplane ramp on land leased from the City of
Akutan. As in years past, plant workers make incidental purchases at the village store, and frequent the
Roadhouse tavern adjacent to the community that is also patronized by village residents.

In terms of local CDQ involvement in processing, unlike their participation in the groundfish fisheries,
APICDA-owned processing capacity does not have a history of BSAI crab processing. APICDA partners
with Trident for its CDQ crab processing, which has been most commonly processed in Akutan but is also
sometimes processed in St. Paul or on a floater, depending on quota size and fishing conditions. Trident
serves as a custom processor for this CDQ crab. APICDA also partners with the Starbound and Trident for
CDQ pollock, and Trident’s share of the CDQ pollock has usually been processed by the Akutan plant, while
most of APICDA’s share has been processed by the CP Starbound. Other APICDA CDQ species are
harvested and processed primarily through non-Trident enterprises (APICDA 2002).
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Support Services

Akutan differs sharply from nearby Unalaska in terms of opportunity to provide a support base for the
commercial fishery. Akutan does not have a boat harbor or an airport in the community. There has been
some recent (2001) investment by APICDA in a local mooring basin that will help local residents keep their
vessels in the water. Located near the seaplane ramp, this facility includes a floating dock for the skiff-sized
local vessels, and APICDA has also been involved with obtaining a trailer that can handle up to 45-foot
vessels to facilitate getting local small boats in and out of the water. Other than the very small boat facility,
there is no boat harbor in the community, although this has been in planning for a number of years. At
present (2002), it is in the EIS stage, with construction and completion at least a few years away. APICDA
has also reportedly earmarked matching funds in the range of $1 million to be used when development of the
boat harbor has begun. While these plans exist, the situation at present is that beyond the limited services
provided by the plant, essentially no opportunity exists in Akutan to provide a support base for other major
commercial fisheries. Indeed, alternative economic opportunities of any kind are extremely limited.

The only direct fishery support business in the community at present (2002) is a dive operation that involves
acouple of individuals plus a couple of helpers on occasion, but there are other enterprises that derive benefits
from the fishery in less direct ways. The Akutan Corporation does derive economic benefits from the local
shoreplant through some sales of goods and services to local seafood plant employees, including check
cashing services. The corporation owns and operates the community store and encourages case lot sales to
vessels through offering 10 percent boat discounts. According to corporation staff, although vessels do tend
to ship in their own supplies, or re-supply at the Trident plant, some of the vessels do make local purchases
if Trident runs out of supplies or if direct shipped goods do not make it in due to adverse weather conditions.

Despite being the major landowner in the community, however, the Akutan Corporation does not derive
substantial leasing income from the local seafood processor. Prior to ANCSA, a private individual outside
of the community obtained ownership of the parcels of land that are the sites of the historic whaling station
and the pot dock across the bay from the community, as well as the lands that are the present site of the
seafood processing plant. Although according to city officials these lands changed hands in the late 1990s,
they have remained in private ownership outside of the community. At present, the only land leased by the
Akutan Corporation to the seafood processor is the antennae site on the hill above the processing facility.
The Akutan Corporation does derive at least some income from direct or indirect fisheries-related activity
through its ownership of the Bayview Hotel and the Salmonberry Inn. The Bayview Hotel, a six-room facility
of which two are larger apartment-style accommodations, does see some business from such groups as marine
pilots or fisheries observers, particularly when space is not available at the processing plant. The
Salmonberry Inn is a former processing bunkhouse facility that is a five-room structure with four bunks per
room that derives processing-related business, particularly when the processing activity ramps up in January
and the processor is in need of overflow housing capacity. Another business in the community that derives
income from fishery-related activity is the Roadhouse tavern. Owned by private individuals from Akutan
but no longer physically resident in the community, this business regularly draws patrons from both the
processing plant workforce and the community itself. Akutan Bay has also been the site of some transfer of
product from at least one mothership to cargo vessels in recent years, but very little if any local business has
resulted from these types of activities.

The Municipality and Revenues

In addition to benefits derived from borough taxes (including a 2 percent raw fish tax, as discussed in the
introduction to the Alaska communities section of this document), the community benefits from municipal
revenues deriving from a local 1 percent raw fish tax on landings made in the community. These revenues,
of course, are dependent on price as well as volume of landings, which are, in turn, linked to relevant
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TACs/GHLs. Table 2.3-7 presents information on Akutan municipal revenues for 1999 and 2000 obtained
off of the DCED website. As is the case for other communities in the region, fish taxes have varied
considerably from year to year, but more detailed information on local fish taxes cannot be presented due to
confidentiality restrictions, given that there is but a single processor in the community. Clearly, however,
fish taxes are a large proportion of local revenue, as processing is virtually the only industrial activity in the
community. Akutan also receives revenue from Fisheries Resource Landing taxes, but these revenues are
characterized as being "not very large amounts.” Akutan does not have a local sales tax or property tax.

Table 2.3-7  Akutan Municipal Revenues, 1999 and 2000

Revenue Source | 1999 | 2000

Local Operating Revenues

Taxes $430,095 $559,219
License/Permits $0 $0
Service Charges $51,488 $56,392
Enterprise $216,493 $266,416
Other Local Revenue $96,016 $127,420
Total Local Operating Revenues $794,092 $1,009,447
Outside Operating Revenues

Federal Operating $0 $0
State Revenue Sharing $25,969 $24,986
State Safe Communities $7,650 $6,813
State Fish Tax Sharing $558,663 $654,402
Other State Revenue $50,025 $6,300
State/Federal Education Funds $0 $0
Total Outside Revenues $642,307 $695,038
Total Operating Revenues $1,436,399 $1,704,485
Operating Revenue Per Capita $3,521 $4,011
State/Federal Capital Project Revenues $0 $0
TOTAL ALL REVENUES $1,436,399 $1,704,485

Source: DCED Website, 2001, 2002

Unlike a number of other communities, the City of Akutan does not derive revenues from sales of water,
power, wastewater, or other similar services to the seafood processing plant in the community. At the time
of its construction, the plant was physically isolated from the community and thus was built as a completely
self-contained facility. Althougharoad link to the community was subsequently established, the way services
are provided to the plant has not changed.

Summary of Recent Community Fishery IFQ/Co-op Rationalization Experience and Implications for
Likely Crab Rationalization Impacts

With respect to the crab fishery and related potential socioeconomic impacts to Akutan, the village is in a
unique position. As a CDQ community, Akutan has the ability to access BSAI crab independent of direct
participation in the fishery. As home community to a shoreplant, Akutan derives considerable fiscal benefits
from inshore operations. As CDQ partners with both harvesting and processing entities with multi-species
operations, they derive economic benefits from both of those sectors.
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A change seen in the very recent past was the purchase of the Arctic Enterprise floating processor by Trident,
and the move of the Arctic Enterprise from Beaver Inlet on Unalaska Island to Akutan Bay. The move of the
Arctic Enterprise, combined with the increase in CDQ groundfish quota, means that both the industrial and
village portions of the community appear to have captured more of the overall pollock quota post-AFA than
was the case pre-AFA. No community level changes resulting from AFA co-ops per se are apparent. No
community level impacts of halibut and sablefish IFQ programs are readily apparent either, given limited
direct local resident engagement in the fishery and the fact that processing data are confidential.

In general, given the very few support sector businesses, the limited direct local engagement in most
commercial fisheries (outside of the single processing plant), and the lack of municipal services provided to
the fishery sectors, there is little information from previous "lessons learned" from AFA and IFQ
rationalization programs to inform analysis of likely impacts of crab rationalization. For Akutan, how the
local processor fares, and how the CDQ program fares, will determine how the community fares. Further,
the specific potential social impacts to Akutan as a result of crab management changes depends upon how
one defines the community of Akutan. If the traditional village of Akutan is the unit of analysis, the fishery
would appear to have little direct impact on the day-to-day lives of individuals in the community, as long as
the overall structure and revenue stays roughly the same. On the other hand, if the census/legal definition
of Akutan is used, then Akutan is a community more than five times larger than its "traditional/Aleut"
population, and that large margin of difference in population is associated exclusively with the onshore
processing operation. Further, the fact that Akutan is an integral part of the AEB cannot be discounted, and
fluctuations in fish tax-related revenue can and will have marked impact on the borough as a whole, not just
the community of Akutan.

Differential Impacts of the Three Rationalization Alternatives at the Community Level

As summarized above, for Akutan the engagement in, and dependency on, the BSAI crab fishery is based
primarily upon ties to local processing activity and secondarily on participation in the CDQ program.
Beneficial or adverse impacts to the community of Akutan deriving from the different rationalization
alternatives result from the differential outcomes for these activities.

Each of the rationalization alternatives have identical provisions regarding increased allocations to the CDQ
program (inclusion of additional species and an increase in the included species set-aside from 7.5 to 10
percent of the total allocation), creation of captain’s harvest quota shares (3 percent of the TAC), and a
community development allocation to Adak (10 percent of the WAI golden king crab allocation). Each of
these provisions are directed toward fostering beneficial community or social impacts for at least some groups
or areas. Akutan, as a member of the APICDA, would directly benefit from the CDQ program increases.
Impacts of the creation of captains shares and the Adak community allocation would not be significant for
the community of Akutan.

Regionalization is a feature of the three-pie alternative and the IFQ alternative, but is not a part of the
cooperative alternative. Regionalization is explicitly designed to create beneficial community or social
impacts for at least some groups or areas. The north/south region designation was designed primarily to
benefit the Pribilofs, while the west region designation in the WAI golden king crab fishery was designed
primarily to benefit Adak.

Impacts of the west region creation would likely be insignificant for Akutan. Impacts of the creation of the
north/south regional split in and of itself under the three-pie alternative are not likely to be significant for the
community of Akutan, absent the accompanying community protection provisions discussed below.
Regionalization under the IFQ alternative, which has no specific community protection provisions (save for
a waiver of sea time requirements for eligible community purchase of harvest quota share, as discussed
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below), would not hinder the type of processor consolidation that could have negative impacts on the
community of Akutan, were local crab processing to exit the community. Under the three-pie alternative
Akutan (if deemed an eligible community) would retain levels of processing activity seen during the
qualifying period (due to a combination of regionalization and community protection features, as described
below). Without community protection provisions, the regionalization featured under the IFQ alternative
would not likely have impacts that would differ from the type of consolidation that could occur under the
cooperative alternative, which has no regionalization component.

Additional community protection features of a “cooling off” period and a right of first refusal on transfer of
processing quota shares are a part of the three-pie alternative (and are not a part of any other alternative).
Eligible communities (those that had 3 percent of processing activity for covered species) would be assured
that during the 2-year “cooling off” period processing quota would not be moved out of the community.
Subsequent transfers would be subject to a right of first refusal that would allow an eligible community
(through its CDQ group or another community group, if a CDQ group were not present) to obtain ownership
and control over processing quota to retain local processing activity. (Due to confidentiality restrictions, it
cannot be disclosed whether or not Akutan is deemed eligible for community protection provisions.)

For Akutan, if eligible, both of these features would have the potential to confer significant beneficial
community and social impacts. The “cooling off” period would ensure that processing activity levels seen
in the qualifying period would continue in the community, and the right of first refusal would ensure that the
local CDQ group, APICDA, would be able to obtain processing quota if it were at risk for leaving the
community in the future. Exercising the right of first refusal would result in a significant positive benefit to
the CDQ group, and would most likely benefit the community to nearly the same degree. It is assumed that
APICDA would manage any quota obtained for Akutan’s benefit, but APICDA represents a constituency
across a number of communities and it is possible that at least some of the benefits derived from ownership
of processor quota share obtained through exercising a right of first refusal on quota share originally
generated by activity in Akutan would be realized outside of Akutan.

Whether or not these community protection features provide neutral or positive benefits to the community
depend on what individual operation’s decision making process would have been regarding consolidation
absent these provisions, which is unknowable. For example, without knowing confidential business
information, it is not clear whether in the absence of community protection measures consolidation within
the processing sector as a result of rationalization would increase or decrease activities in Akutan. Akutan,
as a CDQ community, could not normally lose quota share to other communities within the borough without
triggering the right of first refusal mechanism. Following the “cooling off” period, however, Akutan could
lose local processor activity without having the right of first refusal mechanism triggered if the owner of the
Akutan plant decides to shift the use of processing guota to one or more plants owned by the same entity
outside of Akutan but within the south region. Whether or not this is a realistic scenario is unknown, but it
is noted as a possibility.

The rationalization alternatives also differ on the ability of communities to obtain harvest quota share. Under
the three-pie and IFQ alternatives, CDQ groups, or other community groups if a CDQ group is not present,
in eligible communities (again, those with 3 percent or more of processing activity for covered species during
the qualification period) would be able to purchase harvest quota share due to a waiver of sea time
requirements that would otherwise prevent such purchases. By design, the ability to obtain harvest quota
share could result in beneficial community and social impacts through communities becoming more directly
engaged in the fishery.

In the case of Akutan, harvest quota shares, if purchased, would be obtained by APICDA. Given that Akutan
is one of several community members of APICDA, benefits of harvest quota share ownership would be
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spread across a base of multiple communities. While still clearly beneficial to Akutan, this geographic
dispersion of benefits would lessen the overall impact of this feature on the community itself. Nevertheless,
if exercised, this ability could result in beneficial community and social impacts through the community
becoming engaged in the fishery in a way that it is not under existing conditions.

Another potentially distinguishing feature of the rationalization alternatives from a community or social
impact perspective is the ability of harvesters to form co-ops under the three-pie and cooperative alternatives
(but not under the IFQ alternative). For Akutan, this ability (or lack thereof) would not appear to result in
significant beneficial or adverse impacts given its current nature of engagement with the fishery.

24 KING COVE

King Cove is located on a sand spit fronting Deer Passage and Deer Island on the south side of the Alaska
Peninsula near its western tip. It is 18 miles southeast of Cold Bay and 625 miles southwest of Anchorage.
Although there are numerous pre-contact sites throughout the area, the contemporary community of King
Cove traces its founding to 1911 when Pacific American Fisheries built a salmon cannery on the present-day
town site. The cannery operated continuously between 1911 and 1976 (also operating under the name Pacific
Alaska Fisheries before it became Peter Pan Seafoods), when it was partially destroyed by fire. The adoption
of the 200-mile fisheries limit spurred rebuilding. Incorporated in 1949, the City of King Cove encompasses
25.3 square miles of land and 4.5 square miles of water. It is a part of an organized borough (the AEB).

King Cove lies in the maritime climate zone with temperatures averaging 25 to 55°F, though extremes range
from -9 to 76°F. Snowfall averages 52 inches, and total annual precipitation is 33 inches. Fog, common
during summer, and high winds during winter, can limit accessibility.

Early settlers of King Cove were Scandinavian, Euro-American, and Aleut fishermen. Of the first 10 founding
families, 5 consisted of a European father and an Aleut mother. For a number of decades, the community was
primarily involved in the commercial salmon fisheries of the area, but with the decline of the salmon fishery,
processing in the community has diversified into other species, including both Gulf of Alaska and Bering Sea
fisheries, and both Bering Sea crab and groundfish have come to be important components of local processing
operations. The shore processor in King Cove is now Peter Pan Seafoods, and the plant processes salmon,
crab, and halibut, along with pollock, Pacific cod, and other groundfish. Other species, such as herring, are
processed occasionally. In the not-too-distant past, some small operators conducted processing or tendering
operations in and around King Cove, but currently Peter Pan is the only local operator. While cash buyers
for salmon just outside city limits may be a thing of the past, Peter Pan does occasionally or seasonally
operate mobile processing capacity nearby but outside of the city limits to supplement its shoreplant
operations.

King Cove, like Unalaska, is incorporated as a First Class City, but unlike Unalaska is part of an organized
borough. Like Unalaska, King Cove is nota CDQ community. King Cove is a historical commercial fishing
community that has had processing facilities as part of the community for decades, like Unalaska, but unlike
Unalaska it has had a significant residential commercial fishing fleet that delivers to the local seafood
processors.

Community Demographics

King Cove is a community that traces its founding directly to commercial fishing. Unlike Unalaska, it
developed around a commercial fish processing plant and did not grow from an existing traditional Aleut
village. The contemporary community is ethnically heterogeneous, but much greater diversity is found
among the population components associated with fish processing and support services than for those
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associated with other economic activities such as fish harvesting, government, or education. While the fish
processing employment force does display continuity from year to year, the local perception is that they are
more transient than other King Cove residents and are not considered to be truly "local” residents as those
with other occupations who do not live in company housing.

Total Population

Historically, King Cove has seen a large influx of non-resident fish tenders, seafood processing workers,
fishers, and crew members each summer due to local salmon fisheries. With the increased importance of
crab, followed by cod and pollock in the winter, a second employment/population peak has been seen in more
recentyears. Table 2.4-1 provides figures for community total population by decade from 1940 through 2000.
These figures clearly include some processing workers but do not represent the numbers of persons present
in the community during peak processing periods.

Table 2.4-1 King Cove Population by Decade, 1940-2000

Year Population
1940 135
1950 162
1960 290
1970 283
1980 460
1990 451
2000 792

Source: Historical data from Alaska Department of Community and
Economic Development. 2000 data from U.S. Bureau of the Census

Ethnicity

The ethnic diversity of population associated with an imported fish processing workforce is evident in Table
2.4-2. King Cove differs from other established major commercial fishing communities in the region,
however, in that the percentage of its Alaska Native population component has increased at the same time
as the community total population increased significantly. As shown in the table, the total population of the
community grew by about 76 percent between 1990 and 2000. During this same time, the Alaska Native
component of the population grew by 109 percent, increasing from 39 to 47 percent of the total population.
It is likely that this represents population consolidation from smaller regional communities, as well as the
natural increase of the excess of births over deaths.
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Table 2.4-2 Ethnic Composition of Population King Cove, 1990 and 2000

1990 2000
Race/Ethnicity N % N %
White 127 28.2% 119 15.0%
African American 6 1.3% 13 1.6%
Native American/Alaskan 177 39.2% 370 46.7%
Asian/Pacific Islands* 125 27.7% 213 26.9%
Other** 16 3.5% 77 9.7%
Total 451 100% 792 100%
Hispanic*** 53 11.8% 59 7.4%

*  In the 2000 census, this was split into Native Hawaii and Other Pacific Islander (pop 1) and Asian (pop 212)

** |n the 2000 census, this category was Some Other Race (pop 47) and Two or more races (pop 30).

*** "Hispanic" is an ethnic category and may include individuals of any race (and therefore is not included in the
total as this would result in double counting).

Source: U.S. Bureau of the Census

Group housing in the community is largely associated with the seafood processing workforce. As shown in
Table 2.4-3, 42 percent of the population lived in group housing in 1990 and 38 percent of the population did
s0in 2000. Information on group housing and ethnicity is available only for the 1990 census and is provided
in Table 2.4-4 (2000 census information for these variables is not yet available). For 1990, ethnicity varied
significantly between group and non-group housing, with the non-group housing population being 67 percent
Alaska Native and the group housing population being less than 1.0 percent Alaska Native. All other ethnic
groups comprised larger percentages of the group housing population than of the non-group housing
population, although the difference for the white population was relatively slight compared to the other
groups identified, which lived predominantly (Asian or Pacific Islander) or totally (Black, Hispanic, Other
Race) in group housing. Group housing in King Cove is mainly associated with the fish processing shoreplant

or a seasonal floating processor.

Table 2.4-3  Group Quarters Housing Information, King Cove, 1990 and 2000

Group Quarters Population

Non-Group Quarters Population

Percent of Total

Percent of Total

Year Total Population Number Population Number Population
1990 451 189 41.91% 262 58.09%
2000 792 299 37.75% 493 62.25%

Source: U.S. Bureau of the Census 1990 STF2, Census 2000 Summary File 1
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Table 2.4-4

Ethnicity and Group Quarters Housing Information, King Cove, 1990

Group Quarters

Non-Group Quarters

Total Population Population Population
Race/Ethnicity Number Percent Number Percent Number Percent
White 127 28.16% 57 30.16% 70 26.72%
Black 6 1.33% 6 3.17% 0 0.00%
American Indian, Eskimo, Aleut 177 39.25% 1 0.53% 176 67.18%
Asian or Pacific Islander 125 27.72% 109 57.67% 16 6.11%
Other race 16 3.55% 16 8.47% 0 0.00%
Total Population 451 | 100.00% 189 | 100.00% 262 100.00%
Hispanic origin, any race 53 11.75% 53 28.04% 0 0.00%
Total Minority Population 331 73.39% 139 73.54% 192 73.28%
(Tvc\’ltrf‘i'té\‘,c\’lg}]“ﬂgg%iig’p“'a“on 120 26.61% 50| 26.46% 70|  26.72%

Source: U.S. Bureau of the Census 1990 STF2

Age and Sex

Table 2.4-5 provides information on age and the male/female ratio of King Cove's population. As shown,
the community population is predominantly male, consistent with a transient male-dominated workforce,
although the male-female imbalance was somewhat less in 2000 than in 1990.

Table 2.4-5  Population by Age and Sex, King Cove: 1990 and 2000
1990 2000
Attribute N % N %
Male 292 65% 472 60%
Female 159 35% 320 40%
Total 451 100% 792 100%
Median Age NA 34.9 years

Source: U.S. Bureau of the Census

King Cove school enrollment figures are displayed in Table 2.4-6. As shown, overall enrollment has been
declining, with the 2002-2003 student count being less than two-thirds of the 1994-1995 figure.
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Table 2.4-6 King Cove City School Enrollment, 1995-

2003
Year* Student Count
1995 162
1996 150
1997 143
1998 130
1999 133
2000 115
2001 122
2002 116
2003 103

* Year designation notes the calendar year in school year ended
(e.g., 2003 refers to the 2002-2003 school year).

Source: Manual tabulation supplied by King Cove school staff,

September 2002.

It is difficult to assign causality of the drop in student counts to any specific fishery conditions, but clearly
the overall local fisheries economic decline has had an influence on general socioeconomic conditions in the
community, and at the same time the school has had to face some very hard choices. With declining
enrollments and overall funding challenges, the King Cove school has combined grades 1 and 2, as well as
3and 4, and 5 and 6. Budget difficulties have also brought about the recent elimination of two teaching
positions. As some funding is based on a student count basis, continuing declines in enrollment have meant
continuing budget cuts. Beyond combination classrooms and cuts in teaching positions, the school has also
restructured other services it provides, such as the lunch program, and some specialty classes and certified
counseling services are not available. Given the importance of maintaining enrollments, potential employees
for various positions in the community who have children are particularly valued. Despite the relatively large
overall employment at the local seafood processor, only a handful of children whose families are associated
with the processor attend the school, reportedly due to the high cost of living in the community, which makes
it impractical to bring a family to the community on typical processing wages (other than for those in
management, and even then some of the management positions are less than year-round jobs in the
community). Housing is also in short supply, especially during peak processing seasons. Some families are
reportedly considering sending children out to Mt. Edgecumbe school (in Sitka) as an alternative to allow
them access to more academic resources. While no students from King Cove are currently reported to attend
this school, several from Sand Point are, so there is regional precedent for this type of decision. While this
could be academically advantageous to some students, it would pose further budgetary challenges for those
remaining in the community.

Local Economy and Links to the Crab Fishery

In terms of employment, a relatively recent study concluded that more than 80 percent of King Cove's
workforce is employed full time in the commercial fishery (USACE 1997). Fishing employment was
followed by local government (borough and local) and then by private businesses. These results need to be
interpreted in context, however, as this report ranked seafood processing after each of these other employers
in terms of local employment, meaning that the vast majority of the workforce at the shoreplant were either
not counted as community residents under the study methodology or that the study was conducted during an
off-season time when most workers were not present in the community. Also, commercial fishermen are self-
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employed, are difficult to enumerate, and thus are often not well represented in employment discussions.
Thus, the 80 percent employment "dependency” of the local economy on the commercial fishing sector is
probably underestimated.

The King Cove economy in general is cyclical, due largely to its strong relationship to fishing and fish
processing. In recent years, because of a number of factors, including but not limited to low salmon prices,
the community has experienced severe local effects from a number of fisheries-related downturns as well as
non-fisheries-related events. Given that many of the factors cited for these effects are regional and cumulative
in nature (low fish prices, Steller sea lion protection measures, competition from farmed fish, Area M
changes, low Bering Sea crab GHLs, and other management and resource concerns), it is possible that King
Cove has grown in size because of population movement from smaller regional communities in even worse
economic shape. This dynamic is likely to continue but is not, however, likely to strengthen the local
economy.

One recent indirect source of fisheries income in the community has been emergency relief funding. People
participating in fisheries negatively affected by the imposition of measures to protect Steller sea lions and to
promote the recovery of Steller sea lion populations have recently begun to receive compensation funds
allocated by Congress. While this program has had positive local effects, the degree of long-term benefit
remains to be seen and an overall evaluation is not possible at this time.

Subsistence continues to play an important role in the household economies for some families in the
community. Joint production opportunities, where commercial gear or fishing vessels are used for
subsistence pursuits, were mentioned by community residents as being important. For example, one skipper
reported running to good hunting grounds following tendering activities in the Shumagin Islands, thereby
saving fuel costs, while another example was given of fishermen bird hunting when out tending pots. Where
stand-alone costs are unavoidable, some fishermen reported that costs were made more manageable by having
several families involved to spread out the out-of-pocket expenditures. At least some individuals who are
out near productive hunting grounds in the course of commercial fishing also act as designated hunters for
others in the community to further reduce overall subsistence costs and increase productivity.

Harvesting

King Cove has a sizable residential fleet. Local vessels deliver primarily to the King Cove Peter Pan
shoreplant, but outside vessels deliver to this plant as well. Outside vessels also provide income and
employment opportunities for King Cove residents, both in terms of support service opportunities (as
discussed in a subsequent section) and in terms of direct fishery participation employment, as noted below.
Peter Pan representatives report that they have designed their local processing operations around serving the
smaller range of the catcher vessel fleet, and the fishery around the Pribilof Islands (Schwarzmiller and
Sterling, personal communication, 2002).

The local residential fleet in King Cove as a whole is primarily focused on salmon, with a secondary focus
on cod. Within the overall fleet, however, there are several different types of vessels with different
operational foci. According to local fishermen, there is only one vessel owned by a community resident that
is greater than 58 feet. Not only is this the only locally owned vessel larger than the 58-foot-limit boats that
trawls, it is the single locally owned vessel that fishes Bering Sea crab. The next largest vessels in the
community are a group of 58-foot-limit seiners. Local fishermen stated that there were either six or seven
of these vessels owned by local residents. According to local fishermen, this fleet is characterized by
"everybody does everything," as, in addition to fishing salmon, these 58-foot vessels all trawl (or 'drag’) for
cod, and all pot for cod following the trawl season. (The local trawl fleet then consists of the seven or eight
vessels in the community that are 58 feet or greater in length.) In addition to the versatile 58-footers, there
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are numerous smaller vessels, with a number of seiners in the 42- to 44-foot range that participate in a range
of fisheries, and a range of smaller vessels that have a particular focus on salmon, and drift or gill netting as
gear specialties. A number of the smaller vessels also pot for cod. The smaller vessels are, of course,
somewhat less flexible in their gear options and more constrained by weather and sea conditions than the
58-foot (and larger) vessels. In recent years, local salmon fishing effort has been constrained by Area M
measures designed to lessen Yukon-Kuskokwim stock intercept potential by staggering openings, reducing
quota, and providing smaller fishing windows.

According to local fishermen, the annual round for larger local harvest vessels in King Cove in recent years
has included bottom trawling for cod starting in the third week of January and lasting through the first week
of March. Following a 1-week break, the vessels switch to cod pot fishing in state waters, which ends around
mid-March. Early June sees salmon activity start, which lasts through August. The autumn season has, in
recent years, been a kind of "doldrums” for local activity, with "only a couple of boats" participating in the
pot fishery, and the October trawling season not being promising enough to even attempt. One change that
has been seen locally as of late is more vessels rigged for jigging, but these are primarily outside boats that
work near the community (that stay in the area after salmon season), as it is still the case that few locals jig.
According to local fishermen, three local vessels did qualify to fish pollock, but all have discontinued doing
so. Also according to local fishermen, only one individual qualified for a substantial initial allocation of IFQ
halibut (due to the particulars of the qualification parameters and conflicts with local fisheries during those
years), but since the allocation others have acquired IFQ, so that there are now at least several local fishermen
who do fish halibut in some quantity (with knowledgeable individuals estimating that three or so individuals
have larger quotas than others, but that seven or eight individuals altogether have at least some reasonable
amount). Also, according to local fishermen, few locals qualified for sablefish IFQ, and those who did have
subsequently sold their IFQs, with one exception.

With respect to crab in particular, beyond the one locally owned relatively large vessel that fishes Bering Sea
crab with alocal crew (skipper plus four crew for a total of five persons on board), three other local boats (58-
footers) did qualify for the Pribilof fisheries, but reportedly not one is active at present. Conditions are
extremely difficult for these relatively small vessels, and one of these vessels was lost in the mid-1990s, with
the loss of one life. Many more small vessels reportedly have fished the local tanner crab fishery during the
years that it was open. Additionally, before seasons were changed from the fall to the winter, a time of year
much less conducive to small vessels, several local boats in the 58-foot class were also reported to have fished
in the Bering Sea crab fisheries but have not done so since the change a number of years ago.

There is also significant local direct participation in the Bering Sea crab fisheries on non-locally owned
vessels. One outside owner keeps four Bering Sea crab vessels in King Cove most of the time, and two of
these vessels are skippered by King Cove residents and have crews that are 100 percent comprised of King
Cove residents (i.e., four crew in addition to the skipper), while the other two have outside skippers but local
crew members. Inaddition to these four vessels, local fishermen estimate that about a dozen other King Cove
residents have crewed aboard outside crab boats in any given season in recent years. These vessels and their
crew opportunities become known to King Cove residents in a variety of ways. Most vessels spend at least
some time in the community before and after crab seasons, an estimated 40 to 50 outside vessels store crab
pots in the community, and others become known to locals when they act as tenders during other fisheries.
Individuals who crew on these outside boats include, among others, owners of King Cove local fleet vessels.
Thus, while only one locally owned vessel fishes crab in the Bering Sea, crabbing in the Bering Sea
nonetheless represents a significant source of income and employment for commercial fishermen in King
Cove. Additional employment from outside crab vessels being in King Cove is outlined in the support
services discussion below.
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The crew composition on local vessels reportedly varies widely by season. In one pattern that was reported
as common for the 58-foot boats, four crew members are used in the winter (skipper/owner plus three) and
three in the summer (skipper/owner plus two). Winter fishing is comprised of what could be termed
‘professional’ crew, while summer crew tends to be comprised of family members, including children. This,
apparently, makes sense for at least two reasons. First, school-aged children are not available to crew on
vessels during the school year. Second, returns have been so poor during summer salmon seasons during
recent years that it has been difficult at times to get non-family crew (and, of course, hiring family crew
during tough times helps household economies). Some community members volunteered the opinion that
during the continuing low ebb in the local fisheries economy, family members have bumped others from crew
positions and that during the winter fisheries older crew have bumped younger ones as positions became
tighter and/or relatively more valuable. Others volunteered that younger crew in general are being used than
in the past (to reduce costs and to get the job done when sufficient money was not available to pay crew
consistent with past practices) and more children are fishing than ever before. Also, more girls are helping
out than before. Systematic information has not been collected to verify or elaborate on either reported trend,
but it is apparent from unsolicited comments that King Cove residents feel that declining fisheries are having
an adverse impact on crew composition, although there does not appear to be unanimity regarding the
particular form of that impact.

King Cove and Sand Point vessels have reportedly competed for the same fishing grounds in recent years,
particularly during cod trawling near Sanak Island. Steller sea lion protection measures near Sand Point have
reportedly had the effect of shifting effort into areas further to the southwest, including areas earlier targeted
primarily by the King Cove fleet, more heavily concentrating effort than was the case in the past. The area
to the east of the island sees significant trawl activity, and then the areas within state waters around the island
see pot cod activity following the federal trawl effort. Sand Point vessels have felt the impacts related to the
Steller sea lion protection measure of a 3-mile no-trawl zone around the Lookout Point haul-out as well as
the 1-mile transit only zone around Clubbing Rocks, but these are relatively small exclusion areas compared
to those in the Sand Point fleet's typical operating areas (e.g., Castle Rock, Bird Island, and Chernabura
Island, among others).

Local vessels deliver primarily or exclusively to the processor in King Cove. While not typical, deliveries
reportedly may be made in Sand Point for a number of reasons, including bad weather (the run between the
two communities may take 8 to 9 hours in a typical vessel). Cod may also be delivered to Sand Point if the
vessel is in the area, or salmon may be delivered there if the plant in King Cove does not want it for whatever
reason. Salmon delivery patterns have changed over the years, as fishermen report in the past it was not
uncommon to deliver to buyers on the grounds or to other cash buyers near the community. According to local
fishermen, however, these buyers "got tired of being used as a wedge" to get higher prices when the bulk of
deliveries still went to the Peter Plan shore plant. One fisherman noted that by not making sure that the case
buyers had a sufficient volume of salmon, the fishermen themselves cut out other potentially competitive
outlets for selling their catch. The fact that local fishermen basically have a single outlet for sales makes for
some level of discomfort due to the effective degree of dependency of the fleet (and the community, for that
matter) on a single company. According to at least some fishermen, the price set for some species influences
the price given for other species, a situation that is markedly unfavorable to fishermen focusing on the species
feeling the downward price influence. There is also some frustration among some fishermen in the community
that Peter Pan directs fishing in a way that is not always favorable to local fleet interests. It is not surprising
that a lack of competition would be troubling to local fishermen, and that the relationship between a fishing-
dependent community and the local processor could become strained at times. Often seemingly cooperative
behaviors can have a double-edged sword quality to them. For example, while the processor has in the past
helped boats out financially during lean times, this has had the impact of creating greater indebtedness to the
processor, which is then a cause for resentment. It is also reported that during the especially lean times in the
past year or two, local vessel owners have made charges to the boat for groceries and supplies that were needed
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for their households, increasing the debt load to the processor. This type of co-mingling of business and
household economies is, of course, one of the potential drawbacks of small family-owned businesses, and it
makes the relationship to the processor even more pervasive. The fact that the processor is foreign owned is
also cause for speculation amongst fishermen regarding pricing and delivery policies.

The largest number of boats delivering to Peter Pan are indeed relatively small in size and relatively local to
King Cove. While focused primarily on salmon, most of these boats may also deliver other fish, such as cod
and halibut. Salmon markets have been especially poor for local fishermen recently. Price disputes are not
uncommon in this context; in a recent year, a price was not negotiated with area processors until a month into
the season, so that fishermen and processors missed the peak of the run. Both the processors and the
harvesters claim to have lost money on the price paid for salmon that year. (With seemingly chronically
depressed salmon prices in general, local fishermen have noted with some irony that disaster relief funding
was made available to opilio fishermen in short order following a couple of very bad years.) Local plant
personnel estimate that 20 to 25 percent of the cod delivered to the plant comes from Lower 48 boats, with
the balance coming from King Cove and Sand Point vessels.

Boats that deliver BSAI pollock in King Cove are all non-local, either from Kodiak or the Pacific Northwest
(mainly Seattle). According to senior plant staff, in the not-too-distant past, virtually all of the Gulf of Alaska
pollock delivered at the plant was from King Cove or Sand Point vessels; however, more recently, vessels
from outside the immediate region have made up nearly half of local Gulf pollock deliveries.

With one exception, BSAI crab boats that deliver to the local plant are from outside the community, typically
from Kodiak or the Pacific Northwest. Some of these Pacific Northwest crab boats are moored in King Cove
or other Alaskan ports, and there is interest in the expansion of local harbor facilities and moorage in a
number of local communities (Northern Economics 1995, 1997; USACE 1997). King Cove recently
expanded and improved its large boat harbor, with the dedication of the new facility taking place in
September 2002. Some of these crab boats will participate in other fisheries (fishing for cod and halibut,
tendering for salmon and herring), although most fish only crab for Peter Pan and tender in other fisheries
as their primary revenue sources. Some will fish crab for Peter Pan and then go fish for brown crab. Peter Pan
representatives estimated that about 30 crab boats would deliver to them in 2002, but this could vary as more
crabbers have delivered to them in the past. It is expected that because of low quotas, most, if not all, BSAI
crab fisheries will be "one trip" fisheries, with only time enough for each crab boat to fill up once. The Peter
Pan crab fleet is composed mostly of independent catcher vessels, with a mixture of sizes and with owners
from a variety of communities. Local (King Cove and Sand Point) crab boats tend to cluster at the lower end
of the size range of this fleet, whereas Kodiak and Pacific Northwest crab boats are larger. With one
exception, no local boats participate in the Dutch Harbor crab fisheries but rather concentrate on more local
(Gulf of Alaska) and Pribilof area crab fisheries. The King Cove plant does take deliveries from vessels
fishing in the North Region area, but, according to plant management, for vessels to make that long of a run
the processor needs to give incentives to do so, and it only makes economic sense to offer these types of
incentives to the larger vessels.

Harvest value and volume figures for crab vessels specifically owned by residents of King Cove cannot be
discussed because the vessels are too few in number to meet confidentiality requirements. Those from Sand
Point are similarly too few to discuss by community, but combining data from the two communities resolves
this problem, and the two fleets do share many characteristics. For the period 1991-2000 (the most recent and
longest time series information available), the number of vessels fishing from these two communities
averaged seven vessels for Bristol Bay Red king crab, five vessels for opilio crab, six vessels for tanner crab,
nine vessels for Pribilof red or blue king crab, and less than one vessel for Dutch Harbor brown crab. Much
of this crab would probably have been delivered to the Peter Pan processing plant in King Cove, although
for some of the more distant fisheries, deliveries would be made to other plants (shore or floating) that may
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or may not be operated by Peter Pan. For the 1991-2000 period, 30 different vessels owned by residents of
the two communities participated in the BSAI crab fisheries, and most (17, with 2 unknown) were 58 feet or
less in length. These are multi-fishery/salmon boats and are limited in the BSAI crab fisheries by weather
and sea conditions. Still, for these vessels BSAI crab contributed 68 percent of the value of their catch, with
opilio as the most significant single fishery. For the combined fleet of those communities as a whole, BSAI
crab contributes only 18 percent of the total value of the harvest. Larger vessels are clearly preferable for
BSAI fisheries, however, as of the seven vessels from these communities active in the fisheries in 2000, five
were over 58 feet in length. Many of the smaller vessels have dropped out of the BSAI fisheries, and most
if not all more recent entrants are over 58 feet in length.

Processing

The King Cove plant was built around the local salmon fisheries, and like the common name in the
community suggests, the plant was and still is a "cannery." In recent years, however, canned salmon has
declined inimportance as a product for a variety of reasons including, according to plant staff, changing tastes
that correspond to changing demographics in the country (with the individuals who favor canned salmon
aging and declining as a percentage of the overall population). Despite this decline, however, the King Cove
plant still produces more canned salmon than the entire country of Canada, according to company sources.
In addition to canned salmon, the facility produces a variety of fresh and frozen salmon products. The King
Cove plant also processes a good amount of crab and has developed groundfish processing capability, with
Pacific cod and pollock as the predominant species. Substantial amounts of cod are supplied from both the
Gulf of Alaska and the BSAI regions. This plant also processes halibut on a regular basis, and herring and
other species less often.

Through time, the King Cove plant has maintained a diversity of processing, with interspecies dynamics being
somewhat fluid. Over the years the distribution and peak of employment effort at the plant have been
changed with both stock changes and management changes, such as the effects of the AFA. Detailed
production figures, however, cannot be disclosed because of confidentiality restrictions. In general, it can be
stated that King Cove is somewhat unique among the four key regional groundfish ports as it is relatively
more dependent upon Pacific cod than pollock, among the various groundfish species landed. The relative
dependence of the plants on different species has varied over time and with stock fluctuations. For instance,
1993 was clearly a very good year for salmon, while 1996 and 1997 were both poor salmon years. While
changes from 1999 to 2000 cannot be definitively stated to be other than statistical fluctuations, it is
interesting to note that for King Cove the poundage processed and percentage of total plant dollars for crab
decreased, while groundfish increased somewhat. Crab stocks (and quotas) have been declining. Gulf of
Alaska pollock is obtained from the local small boat fleet as well as from a small number of outside boats, but
BSAI pollock is obtained exclusively from larger-capacity nonresident boats.

Historically, the Peter Pan plant was founded as a salmon plant and added crab as a strong secondary species,
then halibut, and cod and pollock. Of these species, only cod and pollock have strong markets at present for
the King Cove Peter Pan plant. Halibut was cited as an example of the dislocations that can result from a
rationalization program. Peter Pan was only one of several processors who claimed that the institution of
halibut 1FQs reduced their profit margin on halibut to such a degree that they currently process very little
halibut. This is the stated condition for King Cove in particular.

The current (as of 2002) annual cycle of the plant begins with the fixed gear opening on January 1, with the
first deliveries of pot cod arriving in the community between January 5 and 10. Crab related activity starts
somewhere around January 6, as vessels that have been in the community gear up while those that have been
moored outside begin to arrive, and people come to town to meet up with vessels. January 13 is usually a busy
day with tank inspections, then the vessels leave for the January 15 opilio opening. Local deliveries are seen
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around January 21, and with the short seasons, vessels may make only one or two deliveries total. If the
fishing is "scratchy," the season extends to 3 weeks or so. Following the crab season, individuals and vessels
tend to leave the community quickly, unless they fish IFQs. Around January 20, trawl seasons open up for
Bering Sea pollock and cod, as well as for Western Gulf of Alaska cod and pollock. The King Cove plant
tends to 'hold off' deliveries of Bering Sea pollock until the Gulf fisheries can be serviced, something that co-op
conditions facilitate, to allow the plant to optimize their work on the other fisheries. Depending on season
particulars, early season deliveries of Bering Sea cod may be taken, even if pollock is not, but boats may wait
for fish to school up at the end of January. Western Gulf pollock activity may only last about a week, while
Bering Sea pollock may last through the end of February. Pollock is a relatively new species for the plant and,
as a result, the plant has relatively little pollock activity compared to large plants in, for example, Akutan and
Unalaska (due to lack of qualifying history when the management of that fishery changed under the AFA).
After trawl season in the Gulf there is a 1-week stand-down, followed by the state cod fixed gear fishery, with
most local activity related to that fishery lasting about 3 weeks to the end of March or so. The 15 percent hold-
back for jig gear in this fishery, if scratchy, may last until the first week of May. There are reportedly few
halibut IFQ landings (or sablefish IFQ landings either) reportedly due to lack of ability to pay the prices given
at ports more accessible to the road system and better capabilities to quickly move fresh product. Some flatfish
are also processed at the plant, but there are apparently challenges in that market as well.

Summer activity at the plant begins early in June with the Bering Sea C/D pollock seasons and the beginning
of salmon season. July is relatively slow for salmon, but August typically picks up again with the pink
salmon runs, and August is also the time of C season in the Gulf of Alaska. Scheduling flexibility brought
about by AFA co-op conditions also allows the plant to maintain at least some activity to help tide over the
slow times in mid-summer. The summer also sees Peter Pan tendering salmon out of Kodiak and other areas,
and balancing operations and adjusting supply to capacity in King Cove and Valdez. In some years, there
is local activity related to the July 15 herring (for bait or food) opening, but Peter Pan did not participate in
this fishery in 2002. On September 1, the last 40 percent of cod is released, but there has been little activity
in King Cove related to this as it has been scratch as of late. Crab activity resumes in the community around
October 6 or 7 in anticipation of the October 15 Bristol Bay red king crab opening. This has lately been a
one-delivery fishing season for King Cove, with the season lasting from 3 to 5 days. October 1 sees D season
pollock, and IFQ activity lasts through mid-November. Adak red king crab activities take place around the
2- to 3-day fishery that starts October 25, but this keeps very few processors active. From mid-November
to January 1, activity at the plant is confined to maintenance operations.

Employment levels at the plant vary considerably by season. According to information obtained from the
plant, over the last 5 years (1998-2002), employment peaks were seen from late January through March, with
most weeks at or near 500 total employees on site. Secondary peaks of approximately 400 or somewhat more
employees were common from mid-June through mid-August, but this was more variable, with some weeks
in some years hitting 500 or more, and some weeks in other years being considerably less than 400 during
this same period. On-site employee counts drop to about 30 persons during the end of year maintenance
work. Employee counts between the winter and summer busy seasons vary considerably from week to week
and year to year, from the mid-100s up to near peak levels, depending on the variability of activity associated
with particular species fisheries in any given year.

Individual worker earnings have been down in recent years with the decline of crab stocks and the poor
conditions in a number of other fisheries. According to plant personnel, the number of workers has not
changed appreciably, because "you still have to bulk up" for the busy seasons, but workers are not getting
the type of overtime hours that were common only a few years ago. In addition to direct processing
employees and physical plant staff, the core management and administrative staff at the plant include
desk/clerical, fisherman's accounting, payroll, office manager, plant manager, production manager, housing,
and chief engineer positions.
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Peter Pan also has a "support station" in Sand Point, consisting of a dock, a bunkhouse, and accounting
support for fishermen. Services provided at this site include facilitating deckhand payments, stock room
services, pot storage, and tendering. Peter Pan also runs a support station in False Pass offering the same
services as in Sand Point, with the additional service of fuel sales.

Peter Pan owns most of the land in and around its immediate complex in King Cove, and housing is provided
for workers on site. Peter Pan also leases an adjacent apartment building from the King Cove Corporation
(the King Cove village ANCSA corporation), and at peak times rents space in the King Cove Corporation
hotel some distance away from the worksite. The vast majority of workers at the plant are transient with
respect to establishing a true residence in King Cove, but according to senior plant staff two or three families
have established roots in the community. In general, however, it is reportedly hard to establish a family in
the community or move a family to the community on processing wages (except for quite senior positions).

In terms of integration with the community economic and social context at large, the plant at King Cove is
quite different from those in Unalaska/Dutch Harbor. As noted, compared to King Cove, the growth of
commercial seafood processing in Unalaska/Dutch Harbor isa relatively recent development (at least in terms
of continuity of operations at specific facilities). The King Cove processor has longstanding relationships
with the local catcher fleet, which, in turn, is the source of most employment in the community (among
permanent residents). This is a sharp contrast to Unalaska. Unalaska is the site of multiple shoreplants and
has a much more "industrial” fishery than does King Cove. This is not a consistent pattern, however, as the
Bering Sea pollock delivered to King Cove is not fished by the local small boat fleet, and Bering Sea crab
delivered locally is largely delivered by outside boats (but with significant local involvement, as outlined
previously). Despite the long-term stable relationship between the community of King Cove and its single
processor, however, the direct ties to the wider social context of the community are less evident in King Cove
than in Unalaska where, for example, senior processor personnel serve on the city council and numerous other
boards and community committees. Certainly the fact that there is but a single processor in the community
influences processor, local fleet, and community relations, but exactly how this serves to structure or shape
relationships is a complex matter.

Changes associated with the recent restructuring of the groundfish fishery under AFA have been felt in King
Cove. The processor in King Cove is qualified as an AFA (BSAI pollock) processor and benefits from a Co-op
Processor Endorsement, as five catcher vessels did deliver at least 80 percent of their inshore pollock to the
King Cove plant during the AFA-qualifying period (while delivering most of their pollock offshore to a
mothership affiliated with the same company as the shoreplant — a very different situation than most other
qualifying entities). The King Cove plant is relatively well located to process BSAI pollock and is somewhat
on the periphery of Gulf of Alaska pollock. Pollock product mix varies somewhat from other AFA plants, with
surimi being a relatively recent addition and primarily confined under present market conditions, according
to senior plant staff, to utilization of pollock that would otherwise produce less than optimum fillets.

The annual processing cycles for King Cove processors have changed very recently, and this is in good part
attributable to AFA and other recent fisheries management changes. The Peter Pan Seafoods 2000 Co-op
Report indicates that the King Cove plant took delivery of Bering Sea pollock on 4 days in February, 5 days
in March, 2 days in April, 10 days in September, and 5 days in October. The 2001 draft Co-op Report
indicates eight vessels delivered BSAI pollock to King Cove on 17 days in February, 6 days in March, 11
days in June, 14 days in July, 13 days in August, and 9 days in September. This reflected, in some sense, an
optimal plant utilization strategy given the Peter Pan pollock cooperative's pollock allocation. The change
in this pattern for 2001 was probably due primarily to management measures instituted to foster the recovery
of Steller sea lion populations. The BSAI pollock quota for 2001 was increased over that of 2000, but not
enough to account for the increase in the number of processing days spread over a greater period of time.
Additionally, BSAI Pacific cod may have been negatively affected by AFA sideboard measures and its
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current production is less than in the past and has been declining. The Peter Pan Seafoods 2000 Co-op Report
notes that the cod sideboard allocations of the five vessels delivering pollock to the King Cove plant were
allocated to the mothership sector, and they report a reduction in their tendering needs for Pacific cod.

Crab deliveries and processing were much reduced in 2000 from 1999, due primarily to a reduction in quotas
related to reduced stocks. AFA sideboard caps on BSAI crab have limited the amount of such crab that can
be processed by the King Cove plant. This has required that the processor charter an uncapped floater
(otherwise employed during crabbing in the Pribilofs) to process additional crab while moored near King
Cove. Otherwise, production in King Cove would be essentially limited to the amount processed in the past
(as adjusted for other allocations). Peter Pan representatives report that this in fact represents a production
level lower than in the past and would require that they limit the number of boats from which they buy crab.
To service these boats and maintain market share, Peter Pan has thus taken the step of chartering the Steller
Sea (owned by an affiliated entity) as a crab processor. Given the present low crab stocks and associated low
GHLs, Peter Pan representatives report that they could physically process all the crab they currently harvest
in the King Cove shoreplant, but that this would not be equitable to the Pribilofs (and may not be possible
under the AFA crab caps). Certainly the use of the Steller Sea in the Pribilofs helps maintain/increase Peter
Pan's market share in the crab fisheries in that area.

According to local plant management, the Steller Sea typically comes to the King Cove area to "help clean
up" at the end of crab season. When the Steller Sea does process locally, it does so outside of the city limits
of King Cove. By doing, so revenues from fish taxes do not accrue to the City of King Cove but are paid to
the Aleutians East Borough (and, of course, the State of Alaska). According to plant personnel, this is
important to stay competitive in price with Unalaska/Dutch Harbor (which has only a local 2 percent fish tax
and no borough tax), and Kodiak (which has no local fish tax [although the local 1.5 percent severance tax
is essentially a functional equivalent]), as fish taxes show up as deductions from the price paid to fishermen.
While floating processors used to come into King Cove itself, apparently none have done so for quite a
number of years. When not on crab in the Pribilofs or King Cove, the Steller Sea is out on the fishing
grounds following the fleet in a variety of fisheries, including salmon in Bristol Bay, Sand Point, and Squaw
Harbor, among others, and ranging from the Ketchikan area in Southeast Alaska to Dutch Harbor to the west
along the Aleutian Chain.

Support Services

When viewed from one perspective, King Cove has little in the way of a fisheries support service sector, and
in this way the community, though a major processing port, differs markedly from Unalaska or Kodiak. For
example, in King Cove, the lone shoreplant has historically provided a variety of fleet support services that
the plants in Unalaska no longer have to provide with the development of a support sector. From another
perspective, however, outside of public works, tribal, and school employment, there is arguably little in the
way of local employment that is not - in one way or another - directly linked back to supporting the fishing
sector of the economy.

Beyond scale issues, the King Cove support services economic sector is also quite different from that of
Unalaska as it does not have enterprises related to the groundfish offshore sector (nor does the community
otherwise derive direct revenues from the offshore sector). The level of transportation services to the
community is clearly fishery linked. Despite relative hard times in the different fishery subsectors, barge
services to the community still continue on a regular basis. With a general decline in fisheries-related trade,
however, connecting jet service through Cold Bay has been reduced, meaning that freight is more commonly
bumped in favor of passengers than in the past.
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Direct fishery support services that do exist in King Cove include marine fuel sales, crab pot hauling, crab
pot storage, mechanical services, welding, taxi services, vessel supply, vessel watch, bar and restaurant trade,
and a range of services provided by the King Cove Corporation. Additionally, the local tribal entity, the
Agdaagux Tribe, provides a range of services to the community and is involved in infrastructure projects.

Marine fuel services in the community are provided by Peter Pan Seafoods. Peter Pan is also the only
supplier for everyday vehicle fuel needs in the community. The City of King Cove is presently (2002) in the
process of building a marine fuel delivery capability in the harbor, with construction underway of a pipeline
to access a newly built fuel tank farm recently constructed on uplands near the harbor. The plans call for the
fuel tank farm/delivery system to include both city and King Cove Corporation lands. There is also a one-
person private fuel delivery service business in the community that supplies residences and buildings by
truck. This service purchases the fuel locally and charges a mark-up per gallon to cover the cost of service
and delivery. While this business itself is less directly linked to supporting the fishing sector of the economy
than some others, like a number of the other support type of businesses in the community, the owner of this
business also commercially fishes and in this way fishing directly ties back into the household economy of
the owners of even seemingly stand-alone business enterprises.

Crab pot hauling in King Cove is provided by a family business (Mack Trucking). Although there were some
others competing in the market in the early years of the business, it has been the only such business in the
community for many years. Originally a single-person operation, this enterprise is run by the son of the
founder. Different equipment configurations have been tried over the years, including a boom and truck
system that could handle two pots per haul, to the present system where bobcats shift the pots and a flatbed
with a four-pot capacity makes the hauls. With the present configuration up to 1,000 pots per day can be
handled. This business did experience an initial decline in business when pot storage opportunities opened
up in False Pass and St. Paul, but reportedly business has subsequently returned to normal for a number of
reasons, including being more convenient than St. Paul due to occasional inability to access stored gear there
in some conditions. One person affiliated with the business estimated that approximately 7,000 to 9,000 pots
are moved and stored during a typical crab season. When pots are going out at the start of a crab season the
load can be handled by one employee, as vessel crews are working on the pots as they arrive at the dock and
so have a limitation on how fast they can be loaded on board. At the end of the season, however, a couple
of extra drivers are needed to handle the flow from vessels going into storage all at once. Pots for cod fishing
are also hauled by the business, but with a 60-pot limit per vessel and only 20 or so vessels fishing locally,
this fishery involves roughly 1,200 pots total. In addition to pot hauling, the business also hauls seine gear,
and provides truck and skiff rental services.

Crab pots are stored on lands owned by King Cove Corporation, City of King Cove, and Peter Pan. The King
Cove Corporation estimates that it has about 50 percent of the local lands used for pot storage. The City of
King Cove has a modest pot storage area, with the balance of storage taking place on Peter Pan-owned land.
Peter Pan provides storage space as a free of charge service to vessels that deliver to the plant, while the
Corporation and the City use pot storage as a revenue source, charging 25 cents per pot per month storage
fees. As two private sector entities, the Corporation has an incentive relationship with Mack Trucking that
is somewhat different from the relationship between the City and the company, but one common service
provided by Mack Trucking is that they keep storage records for both the Corporation and the City and handle
all of the invoicing for the two entities. All pots move across city-owned "T" and ferry docks (even those
from Peter Pan-affiliated vessels that are going to be stored on Peter Pan property), and the City charges a
$1.50 per pot fee for every pot that crosses the dock (in either direction).

Marine mechanical services are provided in King Cove by a one-man operation (J&L Marine Repair),
supplemented with temporary local hires for larger jobs. Housing for this individual is supplied through Peter
Pan, and at present repairs are made either at the Peter Pan facilities or aboard vessels themselves, with tools
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stored at Peter Pan or in a company vehicle, as there is no shop facility in the community. During the peak
of crab season, this person reportedly essentially works "24/7," and is otherwise typically present in the
community except for the month of December. This individual is a generalist, and in addition to handling
mechanical repairs, he also does some hydraulic work (as do Peter Pan engineers/mechanics) as well as some
electrical work. Peter Pan typically has one electrician on site, but outside of these individuals, there are no
vessel systems support personnel in King Cove. Some speciality personnel, such as radar technicians, come
through the community on a very infrequent basis. A related support business in the community is marine
filter sales, a business that is as a sort of partnership between the marine mechanic and another business
person inthe community. While this was originally part of the mechanic's business per se, it became too large
of a volume of sales to adequately handle along with the main mechanical business. This business sells oil,
fuel, and air filters to the vessels, along with a few other products of secondary importance, such as engine
cleaner. At present (2002) the business does not have a permanent building but is in the process of building
a shop near the harbor that would house both the mechanic's operation and the filter/support business. This
would potentially allow for some expansion of the business through having predictable hours in a known
location (at present customers call for service over the radio). The managing partner of the filter business
estimates that crab vessels account for about 75 percent of filter sales, while the remaining 25 percent goes
to the local fleet. Whereas crab vessels tend to order filters in case lots (for their main and auxiliary engines
and generators), local small vessel owners tend to pick up individual filters from stock on hand.

There are two one-main welding businesses in the community that do marine work as well. One of these is
run as a secondary business by a fisherman, and the other is a full-time business run by a man who recently
stopped fishing. Both businesses derive work from the fishing fleet, including crabbers.

Taxi services are another type of business that derives benefit from local fisheries activity. While there was
only one active taxi service at the time of fieldwork for this project (September 2002), there are reportedly
at least a couple of other individuals who have taxi licenses and run their services during the higher demand
periods associated with seasonal fishing activities.

Vessel supply-related business is a significant part of the local support service economy. At present (2002),
there are four stores in the community. Two of these are larger, more general purpose stores and two are
speciality operations. Of the two smaller stores, one is run by Peter Pan on its premises and, while it is open
to the public, it essentially functions as a convenience store for its employees, stocking a variety of food items
as well as a limited selection of clothing, plus boots, rain gear, and other processing work-related items. The
other small store, Ram's General Store, is open evenings and weekends and essentially functions as a
convenience store for the two residential neighborhoods built some distance away from the main portion of
the community in the early 1980s. The two large stores, Gould's and Alaska Commercial, carry a range of
goods and derive a substantial portion of their business from fishing, though they reportedly vary in the nature
and level of engagement with the fishery.

Gould's store is a family-owned business that was started in King Cove in 1939, moved into its present
building in 1993, and is currently (2002) run by a son of the founder. In addition to functioning as a general
store to the community, Gould's also derives business from grocery sales to fishing vessels (and includes
delivery to the vessel as a free service) as well as the sales of various supplies. Gould's also has the
community's sole liquor store and sells a range of household furnishings and appliances. The owner of the
store estimates that between 20 and 30 percent of the overall business is attributable to sales to commercial
fishing vessels, with the balance being made up of sales to the local community as a whole. Of the overall
vessel sales, an estimated 30 to 35 percent is attributable to crab vessels in particular. When vessels spend
more time in the community with tank inspections or even in the event of a strike, the upturn in business is
seen over a longer period of time.
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Gould's store is located near the Peter Pan Seafoods processing plant, and processing workers do constitute
a portion of the business on a daily basis, with popular items reported as ethnic foods, soups, videos, CDs,
tapes, and local souvenir clothing, along with personal care items. According to store management, with a
tough local economic climate, residents are even more likely than normal to spend money outside of the
community and ship goods in, with the impact that tough times bring an even loss in store business than may
otherwise be expected as there are both absolute and market share business declines. Employment at the store
is currently at 8 or 9 employees, including 3 part-time positions, down from a total of 14 to 15 employees in
earlier years. When things get busier during peak fishing seasons, the store strategy is to attempt to use
management and administrative staff to help with sales rather than to try to hire and train temporary staff.
According to the store owner, the business climate in King Cove is a challenging one, and quite a few
businesses have opened and closed in the community over the years. When fishing seasons are good, the
store receives larger fishing-related orders, but during leaner seasons reportedly proportionally more
palletized goods come in from Seattle for delivery to the vessels. The store also reports that during lean times
there are greater problems collecting accounts receivable from the community as outside bills that are
perceived to have a greater impact on credit ratings tend to be paid more quickly. Goods typically come in
by barge, with Western Pioneer and Coastal Transportation each serving the community once per week. (Peter
Pan also moves cargo in and out of the community but typically does not provide shipping services to other
businesses.)

The Alaska Commercial Company (commonly called the "AC" store) is a relatively new entrant into the
community, having taken over the lease on a King Cove Corporation building previously used as a ship
supply type of store by Western Pioneer. Prior to transition to the AC store, Western Pioneer did transition
from a more strictly supply store toward selling case lot groceries (which required rezoning from industrial
to commercial). Perhaps because of its location closer to the harbor, this store is reported to derive a larger
proportion of their business from outside vessels. In terms of the relative importance of commercial fishing
to the business base of operation, the manager of this store stated that outside vessels, primarily crab vessels,
accounted for roughly 40 percent of the overall business of the store. Things have changed with shorter crab
seasons, however, as it is reportedly easier to resupply out of Seattle for very short seasons than it is for
longer ones. Crew on these vessels also apparently purchase more "nice to have™ and not just "need to have"
items during good seasons, and less turnover of crews means a lesser volume of sales as well. Shorter and
less lucrative seasons also reportedly translate into a lower volume of sales related to sprucing up vessels, as
all but the most essential investments are deferred (meaning drop in sales is greater than the linear drop in
activity). There has been some increase in non-crab transient vessels "prospecting” local fisheries during
difficult times, but this has reportedly resulted in little extra business. Local commercial fishing accounts for
another large segment of the business, but it is not possible to differentiate this part of the business from the
general residential community trade, due to the family nature of most local catcher vessel operations. Unlike
some communities, processing personnel in King Cove are reported to constitute a significant portion of local
store sales, accounting for roughly 40 percent of non-food sales, with music sales comprising a marked
proportion of these sales, but items such as rugs to personalize company living quarters, and hot plates and
other small appliances being important as well. Some items, such as sportfishing gear, reportedly would not
be stocked if not for processing personnel. Sales of goods to processing workers for shipment to families
overseas, such as hardware, clothing, and money orders are also reported to be common. With processing
personnel seasonal movements, this is a constant source of new business.

In terms of an annual cycle, the AC store manager reports that the January crab openings represent a "big
push" for the store and provide a bit of an operating cushion for much of the rest of the year, which has
become all the more important in the face of other fishery declines. After crab season there is a low, with
another pickup seen related to cod activity in March and April. Salmon-related business brings a number of
peaks and valleys during the summer months, but fall fishing-related business has been very slow in recent
years until the crabbers come again in October for a couple of weeks. Following crab, business remains slow
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for the balance of the year. Employment at the store has been around seven individuals, with around five
during slow periods. With salmon season being very slow, the typical additional summer hires have not been
made lately. The store manager reports that particularly because of the recent low salmon returns, there has
been more welfare-related business than in any of the previous 5 years with which he has direct experience,
with only one case 5 years ago, and an estimated 30 to 40 at present.

There is also some employment related to vessel watch services, which in turn ties back to moorage capacity
in the community. Boat owners from outside the community who moor their vessels in the harbor will hire
local individuals to act as watchmen and to handle any emergencies that may arise. Fees for this service are
reported to be in the $25 to $30 per day range. For crab vessels, it is more common for outside vessels to be
moored in the community in the relatively short interval between the fall and winter seasons than the much
longer stretch between the winter and fall seasons. A couple of knowledgeable individuals estimated a typical
level of local employment to be three or four boat watchmen who were responsible for five or six boats each.

There are very few other miscellaneous income sources in the community related to vessel services. An
example of this very small scale type of service is the individual in the community who on occasion provides
diving services to vessels to check out hulls and clear props or the like. Some vessel owners also derive some
income chartering their vessels for runs to Cold Bay or other locations to move crew or parts when weather
closes down air transportation or other logistical arrangements are simply less efficient.

There are two bars in the community, and each derives a substantial portion of its business from fishing-
related patronage, but they vary in the nature of their engagement with that sector. Under previous
ownership, the bar near the harbor (MC's) opened only during crab season, and derived its yearly income
from crab season-related activity. Still characterized as being somewhat of a "“fisherman's bar" this business
is attempting to change that characterization and offers free shuttle service from the processor to the bar to
help attract Peter Pan employees as clientele. This bar still sees marked crab season-related activity peaks
during the October/November and January/February periods and the owner estimates that at present crab
fishing-related sales make up roughly 30 percent of the overall yearly sales. Like some of the other support
businesses in the community (particularly the stores), MC's does even more business when the crab fleet stay
in the community is extended by a strike. During one recent strike year there were an estimated 90+ vessels
in the harbor for a 2-week period. Like a number of other owners of businesses in the community that are
dependent to a substantial degree on the crab fishery, however, the owner of MC's has other direct
employment in the community, along with interest in another fishing-related business - though fishing-related
business is a mainstay, the vagaries of commercial fishing conditions in recent years do not make for a
necessarily solid or exclusive base for many household economies.

The second bar in the community is run by the King Cove Corporation, and is located in the Corporation
building that also houses the hotel, Corporation offices, and a restaurant. The Corporation bar has not been
as closely associated with any particular harvest activity as the other bar but apparently draws more clientele
from the nearby processing plant, and it too benefits from increased activity related to the various annual
peaks in harvest activities that bring an influx of personnel (and money) to the community. Crab-related
business does bring marked pulses of business to the bar for at least "a couple of nights" around the seasons,
but this can extend if vessels have to wait in the community to unload at the processor.

There are also a limited number of restaurants in the community. At the time of fieldwork (September 2002),
a Chinese restaurant was open in the King Cove Corporation building, but others were not. At other times,
there is a pizza and subs restaurant in the community (Town Pizza), and a bakery/burger/ice cream shop
(A&E's) some distance out of town on the road to the airport. The latter business caters more to local
residents with access to vehicles than to processing workers or outside fishermen on foot.
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Beyond the bar and restaurant trade, the King Cove Corporation is also involved in a range of enterprises that
act as fishery support services. These include such things as land leases to Peter Pan, crab pot storage, and
involvement with the new marine fuel business as mentioned previously, along with running a 12-room hotel
that accommodates processor personnel in peak/overflow situations and other fisheries-related guests.
According to Corporation officials, rooms are often in demand during salmon, pollock, and cod seasons, and
this demand can account for rentals of from 6 to 9 or 10 of the total of a dozen rooms in the facility for
significant periods of time. (Other major block demands of the hotel include school and Borough
government-related activities.) The Corporation also built and is leasing out the building occupied by the AC
store, and the community Post Office building. The Corporation also owns the Russell Creek hatchery
facilities, although this is inactive at present. A sand and gravel lease is another local activity, and the land
that has been utilized under this lease also provides some of the Corporation’s crab pot storage capacity. The
Corporation provides employment for 8 or 9 local residents.

The Agdaagux Tribe provides 6-full time and 2-part time employment positions in King Cove on an ongoing
basis and is involved in providing a variety of social services to the community through the administration
of a variety of Bureau of Indian Affairs (BIA) and other programs, encompassing such diverse areas as child
and elderly welfare programs, general and energy assistance, and alcohol and domestic violence programs.
Tribal staff reports that with a decline in the economic vitality of local commercial fishing, there has been
a marked increase in demand for a range of their social services. The tribe (and others in the region) is also
involved in community clinic ownership and service provision. While many of these services are utilized
primarily by long-term residents of the community, the clinic also sees service demand from the outside
commercial fishing fleet. The tribe is also involved in building community infrastructure through the
administration of BIA road building funds and is in the process of improving and paving the road system out
to the airport, which will better support local transportation needs (that will service fishing and other local
economic activities, as well as serve general residential transportation needs). A reported advantage of
running the road funding through the BIA rather than other entities is more effective more local hire
provisions, and this has resulted in employment for about a dozen local residents.

Between the fishing harvest and processing sector employment noted in earlier sections, and the support
service sector employment noted in this section, there were no other private sector type of jobs in the
community listed by multiple community contacts from all sectors. The King Cove private sector economy
is very limited (and public sector jobs, though still a mainstay of local employment, have reportedly declined
overall in recent years). While the local economy is, in part, constrained by relative isolation on the
transportation system, a number of individuals in the community ventured the opinion that the transportation
project that would link King Cove to Cold Bay offers hope of new economic opportunities. With construction
scheduled to begin in 2003, it is currently conceived of as a combination road and hovercraft link, but it could
eventually become an all-road system. In either configuration, it would eliminate the transportation
bottleneck caused by the not infrequent closure of King Cove's airport due to adverse flying conditions, a
circumstance that can last for several days. A surface transportation link to the Cold Bay airport, one of the
state's major airport facilities and far less subject to closure due to adverse weather conditions, would provide
a much more reliable means of getting vessel crews in and out of the community (maximizing the utility of
the newly constructed harbor) as well as processing crews, and it could also potentially provide a viable
avenue for the transportation of fresh product from the community (but this may be limited in actuality by
project impact mitigation measures that could restrict such commerce).

While not a support business, the City of King Cove is in the process of converting the old clinic building
(a city-owned structure on Peter Pan land) to a community resource facility that would house a workout area
(furnished largely with donated equipment), a resource room with internet connections, an artist's store, a
second-hand store, and a elder's resource room that would house local historical resources. This facility
would function both asacommunity-related and fishery-related transient population resource. Inrecentyears
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there has reportedly been less community interaction with outside fishery and processing workers in city
sponsored recreational sports events than in years past, but 3-on-3 basketball competitions still draw
participants from all sectors of the community.

The Municipality and Revenues

As discussed in the introduction to the Alaska communities section, revenues derived from commercial
fisheries landings in King Cove are integral to the overall economy of the AEB. In this section, community
rather than borough revenues are presented. King Cove municipal revenues for 1999 and 2000 as
summarized on the DCED website are shown in Table 2.4-7. Because the community has only one processor,
detailed information on local fish taxes obtained from the community is not presented here due to
confidentiality concerns.'® Local taxes in King Cove consist of a 3 percent general tax on sales, and a 2
percent city raw fish tax (in addition to the 2 percent borough raw fish tax; combined with the 1 percent
Alaska seafood marketing institute tax, fish landed in King Cove are taxed at combined, local, borough, and
state total rate of 5 percent). According to the City Manager, for the last decade or so about 60 to 70 percent
of the City's general fund budget has come from sales taxes on an annual basis. Of the sales tax totals, in a
typical year roughly two-thirds derive from fish taxes, and one-third derives from general sales taxes. Until
recently, fish taxes split out approximately one-third from salmon, one-third from crab, and one-third from
groundfish, but in the last few years, the proportion attributable to salmon has declined somewhat, while the
portion associated with groundfish has increased.

Table 2.4-7 King Cove Municipal Revenues, 1999 and 2000

Revenue Source | 1999 | 2000

Local Operating Revenues

Taxes $1,011,597 $1,165,613
License/Permits $2,558 $400
Service Charges $353,608 $352,848
Enterprise $882,537 $934,065
Other Local Revenue $73,020 $124,881
Total Local Operating Revenues $2,323,320 $2,577,807
Outside Operating Revenues

Federal Operating $12,685 $14,518
State Revenue Sharing $29,546 $26,857
State Safe Communities $23,209 $14,034
State Fish Tax Sharing $257,555 $313,467
Other State Revenue $112,536 $10,686
State/Federal Education Funds $0 $0
Total Outside Revenues $435,541 $379,562
Total Operating Revenues $2,758,851 $2,957,369
Operating Revenue Per Capita $3,993 $4,407
State/Federal Capital Project Revenues $1,017,254 $662,967
TOTAL ALL REVENUES $3,776,105 $3,620,336

Source: DCED Website, 2001, 2002

'8 Detailed fish tax revenue information for the community was presented in written form by the City during public
testimony on crab rationalization issue before the NPFMC at the October, 2002 meetings.
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There are no local property taxes on the seafood processing facilities or any other properties within the
community. The City has a business impact tax on the books "aimed at processing™ that could function as
a revenue source like a property tax, but it is currently (2002) set at a rate of zero percent. That was
scheduled to change as of January 2003. As currently conceived, the first 10 million pounds of processed
product would be tax free, but beyond that the first 60 million pounds would be taxed at a rate to yield
revenue of $200,000 at the upper volume, with an annual revenue cap kicking in at that point. Institution of
this revenue source will represent a marked departure from the way revenue is currently derived from local
processing.

Beyond sales and fish taxes, the community derives revenue from a number of different fisheries-related
sources. Local taxes on fuel transfers or sales, a strong source of revenues in some communities, has only
recently begun to be assessed in King Cove. Peter Pan, the only marine fuel sales outlet in the community,
had been paying these taxes for less than year at the time of fieldwork (2002), so no data on this revenue
source are yet available. The City of King Cover provides water to the Peter Pan plant at a flat rate of $8,333
per month, and sewer services at a flat rate of $2,060 per month. Solid waste service revenues from the Peter
Pan facility vary by the volume of waste generated, but City staff reports monthly revenues from this source
have varied between approximately $3,000 and $8,000 per month in recent years. At present, Peter Pan
generates all of its own power independently, as does the City, but both parties are reportedly interested in
configuring the system to allow for the purchases of surplus power in either direction in the future. The City
also generates fishing-related revenue, and crab fishing-related revenue specifically, through harbor or
moorage fees, as well as through a per pot charge for crab pots moving across City docks (in either direction)
that was recently increased from $1 to $1.50 per pot and pot storage fees on City lands of 25 cents per pot
per month.

During the late 1990s, King Cove saw a growth spurt and undertook the building of a new clinic, water and
hydroelectric system improvements, and harbor construction, but more recently there has been a substantial
downturn in revenues. Data supplied by the City Manager indicates an overall decline in revenue of 24
percent from FY 2000 to FY 2002 (moving from approximately $1.7 million to about $1.3 million).
According to City staff, the City was significantly short of budget this past year, and made payroll cuts,
including cutting one police officer and one harbor employee. The City is currently deficit funding the
general fund from savings and, along with local residents, the City has been the beneficiary of Steller sea lion
protection-related relief funds that have helped fill the gap in revenue. In this year (2002), the City Manager
states that even with $175,000 worth of budget reductions, the City is still $250,000 short and would be over
$300,000 short were it not for the Steller sea lion relief funds. Recent capital improvements have led to an
accumulated debt services of $3 million per year over the next 30 years, but the City's special revenue funds
(often termed enterprise funds in other communities) are "all in the black™ except for the harbor and port fund.
For that fund, the expenditure side has been put in place, and while the revenue side has been set, it will take
some time to be fully realized. Additional revenues for the water system will begin to accrue on January 1,
2003 when the City moves from flat rate to volume-related charges for Peter Pan, which uses approximately
80 percent of the system load. The water rates will increase to 90 cents per thousand gallons, or
approximately $185,000 for a 225-million gallon service requirement. Solid waste fees have moved upward
with three rate increases in recent years.

Summary of Recent Community Fishery IFQ/Co-op Rationalization Experience and Implications for
Likely Crab Rationalization Impacts

King Cove was chosen as a study community for the assessment of the social impacts of BSAI crab
management alternatives because it is a community that is engaged in those crab fisheries, in terms of both
harvesting and processing. In terms of analogous experiences for anticipating potential impacts under the
BSAI crab rationalization alternatives, the community has experience with both IFQ and co-op types of
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rationalization programs. King Cove harvesting and processing sectors were both affected by the
implementation of IFQs for halibut and sablefish. An AFA-qualified processor is located in King Cove, so
the community has seen first hand the impacts of operating a fishery under AFA style co-ops. As is the case
with other communities, however, it is difficult to precisely separate out the impacts of these programs from
other co-occurring fisheries developments and the interactive nature of fisheries dynamics as, for example,
Steller sea lion protection measures have affected the community-based fisheries during this same time. In
general, however, the main areas of previous rationalization associated impacts may be summarized as
follows:

. Many local fishermen believe that the initial allocation of halibut and sablefish IFQs has unfairly
deprived them of an opportunity to participate in these fisheries to the degree that they desire. This
is an issue of the qualification period chosen for the initial allocation and the historical participation
in the fisheries, and the change in the costs of entry into the fisheries (increased capitalization costs
due to the need to buy IFQs). These are likely to also be local concerns for any crab rationalization
program.

. Those local fishermen who have received halibut and/or sablefish IFQs have generally perceived
them as a positive development, in that they have been able to negotiate price in a rational and
competitive way. However, due to this same market/price dynamic, the number of local buyers for
halibut is limited and the local price for halibut is low compared to the price commonly available
elsewhere.

. For local processing, the IFQ system for halibut and sablefish has resulted in lower profit margins
and a lower volume of fish processed, due to the higher prices offered by other markets and the
ability of harvesters to deliver to those markets. This has affected local fish tax revenues and the
community's overall economic activity.

. The AFA stabilized the volume of BSAI pollock processed in King Cove, but at the cost of limiting
the amount above this allocation that the processor can process. In addition, through linked
sideboard mechanisms, the AFA limits the amount of BSAI Pacific cod and crab that the King Cove
processor can purchase. This limits their ability to expand production and, in times of quota
reduction, exerts a downward influence on fish tax revenues for the City of King Cove.

. Other combined factors negatively affecting local commercial fisheries have accompanied the
dynamics identified above. These include Gulf of Alaska pollock quota shifts from the western to
the eastern Gulf, Area M salmon restrictions, and Steller sea lion-related fishery restrictions. These
immediate factors have had a pronounced negative impact on local commercial fisheries, but there
are also speculative concerns regarding BSAI vessels being able to expand to or focus more effort
on the Gulf of Alaska than in the past due to advantages gained under BSAI rationalization programs.
While the sideboards of AFA were intended to forestall such effects, and there is no hard evidence
for such effects at present, these concerns are having an impact on the way local fishermen think
about long-term strategies.

. It is difficult to assign causality, or degree of causality, for several social impacts that have been
realized in the community as a result of these factors. Further, there are a number of difficulties
guantifying changes that are believed to be taking place in the community. Example indicators of
change in the community (and the problems therewith) include the following:

APPENDIX 3 — SOCIAL IMPACT ASSESSMENT 105 AUGUST 2004



- Discussions with knowledgeable individuals indicate there has been a recent dip in volume
for retail businesses in the community, but proprietary business information would be need
to quantify this impact.

- Local population may have increased but may be more indicative of a consolidation of
population induced by a regional economy exhibiting overall weakness rather than growth
due to a robust local economy. School enrollments have declined during a period of
apparent overall growth.

- Commercial fishery data confidentiality restrictions preclude a detailed analysis of the
relative role of fishery-linked impacts to overall community impacts, because not enough
entities exist in the community to allow trend analysis for local impacts of individual
fisheries.

. The local fishery support service sector is small. A range of support services is provided by the local
plant itself. In this case, under AFA-related conditions, inventory has been reduced and there has
been a reduction in labor hours for support service speciality personnel. Again, this cannot be
guantified due to confidentiality restrictions. There are a number of small independent support
service businesses that rely on fisheries activity for revenues, and these all appear to have seen a
decline in activity in recent years. This is surely attributable, in part, to poor salmon fishing
conditions over the last few years, as well as to low crab GHLSs.

In short, King Cove has recently experienced a range of changes linked directly or indirectly to fisheries
dynamics, and a number of these are adverse in nature. While causality is difficult to assign, some of these
locally adverse impacts appear to be related to the particular structure of earlier fishery rationalization
programs, but how much is due to rationalization itself as opposed to the particular form of rationalization
employed in those fisheries is not clear.

To a large degree, the outcome for the community of King Cove under crab fishery rationalization is tied to
the outcome for the local shoreplant, given the disproportionate engagement in the fishery through the
processing sector rather than the harvest or support sectors. This is particularly true for impacts tied to
municipal revenues derived from fish taxes. On the harvest side, some specific municipal revenues would
likely decline with fleet consolidation independent of total delivery volumes (and associated fish taxes).
These would include moorage/wharfage, pot transfer, pot storage, and other direct harvest-related fees.

The local harvest fleet is far more heavily dependent on species other than BSAI crab than on crab itself, but
beyond the one locally based BSAI crab vessel, a number local residents hold skipper and crew positions on
BSAI crab boats whose owners reside elsewhere. Fleet consolidation-related impacts would likely have
adverse impacts on these individuals, but the nature and intensity of those impacts depend on the structure
of consolidation as well as subsequent decision making regarding differential advantages and disadvantages
of moorage locations and the role of King Cove in those calculations.

The relatively few fishery support service businesses in the community would likely see a further reduction
in activity due to the elimination of another peak activity season(s) with a slowing down and spreading out
of crab-related activity. Indirect impacts of the slowdown and particularly fleet consolidation would be felt
by virtually every private sector business in the community.

A major issue of local concern is the potential movement of rationalized processing between communities
within a region, or even between plants owned by the same firm. Depending on company response to these
conditions, King Cove could stand to either benefit or lose under these conditions.
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Concern is expressed in the community regarding the large degree of influence business decision making at
the processing company will have on the local economy, and the uncertainty this brings. On one hand, there
are concerns that provisions that would function like processor quota shares would concentrate more
bargaining leverage in what is already a one-company town, with results similar to what older fishermen
remember from the fish-trap days. On the other hand, a rationalization alternative may change conditions
such that consolidation of processing away from King Cove may make economic sense for the processing
entity, leaving the community without any BSAI crab processing at all.

These concerns have resulted in the community taking a formal stance on the issue of rationalization. On
August 31, 2002, the King Cove City Council adopted Resolution 03-04 opposing the three-pie crab
rationalization alternative selected by the NPFMC as the preferred alternative. This resolution cites the need
for local small boat fishermen to retain the flexibility to pursue several species, the current effective
preclusion of the local small boat fleet from the fishery due to the timing of the crab seasons, and the limited
markets available to local fishermen as current challenges, and it concludes that vesting the resource in
individuals and corporations as proposed would "threaten the social and economic viability of our
community.” It is the expressed desire of the City Council that “the Bering Sea crab fishery should remain
an open access fishery."

Differential Impacts of the Three Rationalization Alternatives at the Community Level

As summarized above, King Cove’s direct engagement in, and dependency on, the BSAI crab fishery is based
to a large degree upon ties to local processing activity and to a lesser degree on participation in the harvest
sector. Inan addition to the general types of impacts of rationalization on the community summarized above,
beneficial or adverse impacts to the community of King Cove deriving from the different rationalization
alternatives result from the differential outcomes for these activities.

Each of the rationalization alternatives have identical provisions regarding increased allocations to the CDQ
program (inclusion of additional species and an increase in the included species set-aside from 7.5 to 10
percent of the total allocation), creation of captain’s harvest quota shares (3 percent of the TAC), and a
community development allocation to Adak (10 percent of the WAI golden king crab allocation). Each of
these provisions are directed toward fostering beneficial community or social impacts for at least some groups
or areas. King Cove, as a non-CDQ community, would not benefit from the CDQ program increases.
Impacts of the creation of captains shares would likely benefit at least some community residents as
individuals, but this provision is unlikely to result in significant impacts for the community itself. The Adak
community allocation would not result in significant impacts to the community of King Cove.

Regionalization is a feature of the three-pie alternative and the IFQ alternative, but is not a part of the
cooperative alternative. Regionalization is explicitly designed to create beneficial community or social
impacts for at least some groups or areas. The north/south region designation was designed primarily to
benefit the Pribilofs, while the west region designation in the WAI golden king crab fishery was designed
primarily to benefit Adak.

Impacts of the west region creation would likely be insignificant for King Cove. Impacts of the creation of
the north/south regional split in and of itself under the three-pie alternative are not likely to be significant for
the community of King Cove, absent the accompanying community protection provisions discussed below.
Regionalization under the IFQ alternative, which has no specific community protection provisions (save for
a waiver of sea time requirements for eligible community purchase of harvest quota share, as discussed
below), would not hinder the type of processor consolidation that could have negative impacts on the
community of King Cove, were local crab processing to exit the community. Under the three-pie alternative
King Cove (if deemed an eligible community) would retain levels of processing activity seen during the
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qualifying period (due to a combination of regionalization and community protection features, as described
below). Without community protection provisions, the regionalization featured under the IFQ alternative
would not likely have impacts that would differ from the type of consolidation that could occur under the
cooperative alternative, which has no regionalization component. For King Cove harvesters, regionalization
may result in higher costs, depending on ultimate allocation of north region harvest quota to individual
operations, but this information cannot be disclosed due to confidentiality restrictions.

Additional community protection features of a “cooling off” period and a right of first refusal on transfer of
processing quota shares are a part of the three-pie alternative (and are not a part of any other alternative).
Eligible communities (those that had 3 percent of processing activity for covered species) would be assured
that during the 2-year “cooling off” period processing quota would not be moved out of the community.
Subsequent transfers would be subject to a right of first refusal that would allow an eligible community
(through its CDQ group or another community group, if a CDQ group were not present) to obtain ownership
and control over processing quota to retain local processing activity. (Due to confidentiality restrictions, it
cannot be disclosed whether or not King Cove is deemed eligible for community protection provisions.)

For King Cove, if eligible, both of these features would likely be neutral or beneficial in terms of community
and social impacts. The “cooling off” period would ensure that processing activity levels seen in the
qualifying period continue in the community, and the right of first refusal would ensure that a local
community group formed for that purpose (comprised of both King Cove and AEB representatives) would
be able to obtain processing quota if it were at risk for leaving the AEB in the future. Exercising the right
of first refusal could result in a significant positive benefit to the local community group, but unlike some
other communities, this group would not exclusively represent the interests of a single community. It is
assumed that this group would manage any quota obtained that was based on King Cove activities for King
Cove’s benefit, but due to the fact that the group would represent a constituency across a number of
communities within the AEB, and it is possible that at least some of the benefits derived from ownership of
processor quota share obtained through exercising a right of first refusal would be realized outside of King
Cove. At present, whether anticipated processing consolidation would result, all things being equal, in a flow
in to or out of King Cove is unknown (as such movements depend on individual business decisions that are
unknown), so the relative significance of these protection measures to the community in relation to the status
quo is unknown. What is known is that these measures give a degree of predictability and/or stability for the
first two years of the program.

The rationalization alternatives also differ on the ability of communities to obtain harvest quota share. Under
the three-pie and IFQ alternatives, CDQ groups, or other community groups if a CDQ group is not present,
in eligible communities (again, those with 3 percent or more of processing activity for covered species during
the qualification period) would be able to purchase harvest quota share due to a waiver of sea time
requirements that would otherwise prevent such purchases. By design, the ability to obtain harvest quota
share could result in beneficial community and social impacts through communities becoming more directly
engaged in the fishery.

In the case of King Cove, harvest quota shares, if purchased, would be obtained by a to-be-formed community
group that would be comprised of community and borough representatives. Given that King Cove is one of
several communities within the AEB, benefits of harvest quota share ownership would be spread across a base
of multiple communities (though presumably with a weighting toward King Cove based on disproportionate
representation on the community group). While still clearly beneficial to King Cove, this geographic
dispersion of benefits may lessen the overall impact of this feature on the community itself. Nevertheless,
if exercised, this ability could result in beneficial community and social impacts through the community itself
becoming directly engaged in the fishery in a way that it is not under existing conditions.
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Another potentially distinguishing feature of the rationalization alternatives from a community or social
impact perspective is the ability of harvesters to form co-ops under the three-pie and cooperative alternatives
(but not under the IFQ alternative). For King Cove, the community or social impacts of this ability (or lack
thereof) are not yet clear.

2.5 SAND POINT

Sand Point is located on Humboldt Harbor on Popof Island in the Shumagin Islands group. Off the southern
shore of the Alaska Peninsula in the Gulf of Alaska, Sand Point is 570 air miles from Anchorage. The
contemporary community of Sand Point was founded in 1898 by a San Francisco fishing company as a
trading post and cod fishing station. Aleuts from surrounding villages and Scandinavian fishermen were the
first residents of the community. Sand Point served as a repair and supply center for gold mining during the
early 1900s, but fish processing became the dominant activity in the 1930s. Aleutian Cold Storage built a
local halibut plantin 1946. Trident Seafoods operates the current processing plant, which primarily processes
pollock, Pacific cod and other groundfish, salmon, and halibut. The Sand Point plant does not process BSAI
crab, although it does process Gulf of Alaska crab, when it is available. Peter Pan Seafoods operates a buying
station in Sand Point for their processing plant in King Cove. Sand Point is home port for the largest
residential fishing fleet in the Aleutian-Pribilof region."® Incorporated in 1966, the City of Sand Point
encompasses 7.8 square miles of land and 21.1 square miles of water.

Sand Point lies in the maritime climate zone. Temperatures range from -9 to 76°F. Snowfall averages 52
inches, and average annual precipitation is 33 inches.

Sand Point is incorporated as a First Class City and, like King Cove and Akutan, is part of the AEB. Like
Akutan and King Cove, Sand Point is home to one dominant shoreplant. Like Unalaska and King Cove, Sand
Point is not a CDQ community. Sand Point, like King Cove, has historically been a commercial fishing
community with processing facilities as part of the community for decades and it has a substantial residential
commercial fishing fleet that delivers to the local seafood processors. With respect to the latter point, Sand
Point is like King Cove and unlike Unalaska and Akutan.

Community Demographics

Sand Point is a community that traces its founding directly to commercial fishing. Unlike Unalaska and
Akutan, it developed around a commercial fish processing plant and did not grow from an existing traditional
Aleut village. Similar to the pattern seen in King Cove, the contemporary community is ethnically
heterogeneous, but much greater diversity is found among the population components associated with fish
processing and support services than for those associated with other economic activities such as fish
harvesting, government, or education. As in King Cove, while the fish processing employment force does
display continuity from year to year, the local perception is that they are more transient than other community
residents and are not considered to be truly "local” residents as those with other occupations who do not live
in company housing.

Total Population
Historically, Sand Point’s population has fluctuated with fishing activity as individuals come to the

community seasonally to serve as fish tenders, seafood processing workers, or harvest vessel crew members.
Table 2.5-1 provides total population figures for the community, by decade, from 1900 through 2000.

19 ike King Cove, Sand Point is not geographically within the Aleutian Island chain, but socially and culturally the
community is considered part of the Aleutian region. The community’s residents are part of the Aleut Corporation, the ANCSA
regional corporation, and the village is one of the constituent communities of the Aleutian/Pribilof Islands Association.
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Table 2.5-1 Sand Point Population by Decade, 1940-2000

Year Population
1900 16
1910 0
1920 60
1930 69
1940 99
1950 107
1960 254
1970 360
1980 625
1990 878
2000 952

Source: Historic data from Alaska Department of Community and
Economic Development. 2000 data from U.S. Bureau of the Census

Ethnicity
The ethnic composition of Sand Point’s population may be seen in Table 2.5-2. As shown, Sand Point has
a plurality of Alaska Native residents, but the diversity of the population associated largely with fish

processing may be seen in the fact that in 2000, Asian/Pacific Islander and "Other" groups combined were
larger than the "White™ community population component.

Table 2.5-2 Ethnic Composition of Population Sand Point: 1990 and 2000

Race/Ethnicity 1990 2000
N % N %

White 284 32.3% 264 27.7%
African American 4 0.5% 14 1.5%
Native American/Alaskan 433 49.3% 403 42.3%
Asian/Pacific Islands* 87 9.9% 224 23.5%
Other** 70 8.0% 47 4.9%
Total 878 100% 952 100%
Hispanic*** 78 8.9% 129 13.6%

Source: U.S. Bureau of Census.

* In the 2000 census, this was split into Native Hawaii and Other Pacific Islander (pop 3) and Asian (pop 221)

** |n the 2000 census, this category was Some Other Race (pop 21) and Two or more races (pop 26).

*** "Hispanic" is an ethnic category and may include individuals of any race (and therefore is not included in the
total as this would result in double counting).

Group housing in the community is largely associated with the seafood processing workforce. As shown in
Table 2.5-3, 22 percent of the population lived in group housing in 1990 and 36 percent of the population did
so in 2000. Table 2.5-4 provides information on group housing and ethnicity for Sand Point in 1990
(comparable data for 2000 are not yet available). As can be seen in the table there are clear differences
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among various ethnic groups in the community. For example, very few Alaska Native residents of the
community live in group housing, while comparatively few Asian or Pacific Islanders live outside of group
housing. Individual housing in Sand Point has been in chronically short supply in recent years, a condition
locally attributed to the fact that most housing is built through government agencies, and there has not been
any recent residential construction. Local residents did report that some houses are occupied only seasonally,
in conjunction with the summer fisheries, but that such houses were generally not available for rent, except
perhaps to family, friends, and other "known" people.

Table 2.5-3  Group Quarters Housing Information, Sand Point, 1990 and 2000
Group Quarters Population Non-Group Quarters Population
Percent of Total Percent of Total
Year Total Population Number Population Number Population
1990 878 189 21.53% 689 78.47%
2000 952 340 35.71% 612 64.28%
Source: U.S. Bureau of the Census 1990 STF2, Census 2000 Summary File 1
Table 2.5-4  Ethnicity and Group Quarters Housing Information, Sand Point, 1990
Tota poputation | G121 Quariers | NoGroup Quarers
Number Percent Number Percent Number Percent
White 284 32.35% 48 25.40% 236 34.25%
Black 4 0.46% 4 2.12% 0 0.00%
American Indian, Eskimo, Aleut 433 49.32% 3 1.59% 430 62.41%
Asian or Pacific Islander 87 9.91% 80 42.33% 7 1.02%
Other race 70 7.97% 54 28.57% 16 2.32%
Total Population 878 100.00% 189 | 100.00% 689 | 100.00%
Hispanic origin, any race 78 8.88% 58 30.69% 20 2.90%
Total Minority Pop 601 68.45% 146 77.24% 455 66.04%
L?;SLE'@;'M'”O”W Pop (White Non- 277 | 31.55% 43| 22.76% 234 | 33.96%

Source: U.S. Bureau of the Census 1990 STF2

Age and Sex

Table 2.5-5 displays the age and sex distribution of Sand Point’s population in 1990 and 2000. The
predominance of males over females is consistent with disproportionate availability of male-oriented
processing employment, as well as possible differential female/male emigration from the community.
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Table 2.5-5 Population by Age and Sex, Sand Point: 1990 and 2000

1990 2000
N % N %
Male 557 63% 593 62%
Female 321 37% 359 38%
Total 878 100% 952 100%
Median Age NA 36.5 years

Source: U.S. Bureau of the Census

Table 2.5-6 provides information on school enrollments in Sand Point for the period 1991-2002. As shown,
there has been year-to-year fluctuation over this period, with 1997 being year with the highest count for the
range of years shown. Since 1997, enrollments have dropped in each successive year, declining from 150
students in 1997 to 114 in 2002, an overall decrease of 24 percent.

Table 2.5-6 Sand Point School Enrollment, FY 1991-

2002
Fiscal Year Student Count
1991 149
1992 145
1993 149
1994 141
1995 128
1996 136
1997 150
1998 130
1999 127
2000 125
2001 116
2002 114

Source: Adapted from spreadsheet supplied by C. Warner,
Aleutians East School District, October 2002.

Local Economy and Links to the Crab Fishery

In terms of employment, 87 percent of Sand Point’s workforce is employed full time in the commercial
fishery (USACE 1998). Fishing employment is followed by local government (borough and local) and then
by private businesses. Seafood processing ranks after each of these other employers, meaning that the vast
majority of the workforce at the shoreplants are not counted as community residents.

The Sand Point economy, like those of other heavily fishery-dependent communities in the area, is cyclical,
and tied to fish harvesting and processing activities. There are, however, indications of an overall downward
economic trend in recent years. A number of factors cited for these effects are regional and cumulative in
nature (low fish prices, Steller sea lion measures, competition from farmed fish, Area M changes, negative
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impacts to Sand Point resulting from AFA-related conditions, and other management and resource concerns).
It is possible that Sand Point may grow in size because of population movement from smaller regional
communities in even worse economic shape. This is not, however, likely to strengthen the local economy,
and there is considerable local concern over school enrollments that have steadily declined since 1997.

There are few quantitative measures of economic activity in Sand Point that reflect the most recent dynamics.
The Sand Point Mayor reported that in FY 2001, sales tax receipts are significantly less than for the previous
year, by somewhat over 20 percent (Gardener, personal communication, 2001%°). Sales taxes are comprised
primarily of the raw fish tax and taxes on general retail sales. Information available on the value of processing
in Sand Point is not totally consistent with this fish tax information but is subject to estimation problems,
especially for products with pricing mechanisms like that of roe. It is likely that roe prices in 1999 and 2000
account for the higher than expected tax receipts. Volume of production at the Sand Point plant declined
significantly in 2000, after hitting peaks in 1999 that were the highest since 1993.

The dynamics of the "available labor force" were also noted to have recently changed. Local resident wage
and salary jobs have in the past been fairly well differentiated by sex —men either fished or worked at some
"outside™ occupation in a "land” department such as construction, maintenance, or fire and police. Women
tended to fill office and service positions. Employers have started to see a change in this pattern, as more men
are applying for steady (even if relatively low paying) jobs on land rather than fishing. The most commonly
cited factor for this was the projected low salmon price, with the expectation that salmon members crew
shares would not amount to very much. Other families have considered moving. The common pattern in the
past has been for locals to graduate from high school and either go fishing or move to another community.
There has been relatively little turnover in local jobs, as these jobs tend to be highly valued by those who
occupy them since there are relatively few of them (and there are of course jobs that are held by more
transient non-locals). Local opportunities are seen as quite constrained, and the local Native Corporation is
looking more for non-local investment opportunities rather than local ones. It was pointed out by several
people that development opportunities in Sand Point are quite limited. Limited air service makes the shipment
of fish products very difficult and precludes a great number of "value added" enterprises. Reeves Aleutian
Airlines flew relatively large planes into Sand Point but has been replaced by PenAir, which flies smaller
planes and is more focused on passenger and mail service than on cargo.

Harvesting

Since the Sand Point plant does not process BSAI crab, there is no processor (Trident) crab fleet in Sand
Point. However, a limited number of Sand Point catcher vessels have historically participated in these crab
fisheries, as have those of King Cove. Asdiscussed in the King Cove community profile (above), total vessel
numbers are too low to be able to discuss the fleet communities separately due to confidentiality restrictions,
so that the fleets for Sand Point and King Cove are discussed as one category. For the period 1991-2000 (the
most recent and longest time series information available), the number of vessels fishing from these two
communities averaged seven vessels for Bristol Bay Red king crab, five vessels for opilio crab, six vessels
for tanner crab, nine vessels for Pribilof red or blue king crab, and less than one vessel for Dutch Harbor
brown crab. Much of this crab would probably have been delivered to the Peter Pan processing plant in King
Cove, although for some of the more distant fisheries deliveries would be made to other plants (shore or
floating). For the 1991-2000 period, 30 different vessels owned by residents of the two communities
participated in the BSAI crab fisheries, and most (17, with 2 unknowns) were 58 feet or less in length. These
are multi-fishery/salmon boats, and are limited in the BSAI crab fisheries by weather and sea conditions. Still,
for these vessels BSAI crab contributed 68 percent of the value of their catch, with opilio as the most
significant single fishery. For the combined fleet of those communities as a whole, BSAI crab contributes
only 18 percent of the total value of the harvest. Larger vessels are clearly preferable for BSAI fisheries,

DGardener, Glen, Mayor of Sand Point AK. In-person interview in Sand Point 03/20/01.
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however, as of the seven vessels from these communities active in the fisheries in 2000, five were over 58
feet in length. Many of the smaller vessels have dropped out of the BSAI fisheries, and most if not all more
recent entrants are over 58 feet in length. Unlike King Cove based vessels, at least some Sand Point vessels
have fished further west in the Aleutians and delivered crab to Adak in the last couple of years, as noted in
that community profile, although apparently none have yet permanently relocated to that community. More
detail on the characteristics of the non-crab fishing fleet delivering to the Trident plant in Sand Point can be
found in the "AFA Report to Congress."

Processing

The Sand Point plant does not process crab and has not processed herring since 1996, and in its groundfish
operation has emphasized pollock over Pacific cod. Through time, the Sand Point plant has become somewhat
less diversified. The plant is currently seeking new species and product opportunities, and these dynamics
have changed the distribution and peak of employment effort at the seafood plants, which have been further
influenced by the effects of the AFA.

Detailed production figures cannot be disclosed for the local Trident Seafoods plant because of confidentiality
restrictions. The plant varies in its pollock product mix and can produce surimi as well as fillets. The relative
dependence of the plant on different species has varied over time and with stock fluctuations. For instance,
1993 was clearly a very good year for salmon, while 1996 and 1997 were both poor salmon years. While
changes from 1999 to 2000 cannot be definitively stated to be other than statistical fluctuations, the pattern
for 1999 and before had been for pollock to contribute more than non-pollock groundfish, both in terms of
weight and value. This was reversed for 2000. These changes are made somewhat more tentative due to the
lack of halibut data in the year 2000 data set.

Given common ownership with the Akutan Trident plant, the Sand Point plant, prior to the AFA, obtained Bering
Sea pollock in coordination with that plant. This operation is unique among inshore operators for the degree of
coordination across regions and for the way Bering Sea pollock processing is managed between regions. This
plant did not show up in the 1991 BSAI pollock harvest data but did appear in the 1994 data, and if increased in
volume from 1994 to 1996. The trend since 1996 has been for a decline in the amount of BSAI pollock that this
plant processes, with a sharp decline between 1999 and 2000, which corresponds with the implementation of AFA
for onshore plants.

In terms of functional economic or social integration with the community at large, the plant in Sand Point is
quite different from those in Unalaska/Dutch Harbor or Akutan. As noted, compared to Sand Point (and King
Cove), the development of commercial seafood processing in Unalaska/Dutch Harbor and Akutan is a
relatively recent development (at least in terms of continuity of operations at specific facilities). The Sand
Point processor has longstanding relationships with the local catcher fleet which, inturn, is the source of most
employment in the community (among permanent residents). This isa sharp contrast to Unalaska. Unalaska
is the site of multiple shoreplants and has a much more ‘industrial’ fishery than does Sand Point, but this is
changing, particularly with respect to Bering Sea pollock, which is not fished by the local small boat fleet.
The boats delivering BSAI pollock to Sand Point are ‘Bering Sea’ boats, of the same type delivering to the
inshore sector elsewhere.

Peter Pan Seafoods operates a support station in Sand Point for its King Cove operations. This station
supports fisheries that use tenders for one reason or another. Historically, such fisheries have been pollock
(still open access in the GOA, and time-constrained in the "A" season in the Bering Sea), salmon, and pot cod.
The size of quotas or runs, price structure, and the speed of the fishery all affect how much tendering takes
place in Sand Point as opposed to direct delivery to the King Cove plant.
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Support Services

The fishing-related support services sector of the Sand Point economy is similar to that of King Cove and
unlike that of Unalaska/Dutch Harbor, with its relatively well-developed support services. In Sand Point, like
King Cove, the primary shoreplant has historically provided a variety of fleet support services. In terms of
relationships between inshore and offshore components of the groundfish fishery, Sand Point is in a quite
different position than Unalaska/Dutch Harbor or Akutan. Unlike Unalaska/Dutch Harbor, Sand Point does
not have enterprises related to the offshore sector nor does it derive direct revenues from the offshore sector
(although the plant in Sand Point is part of a company that also owns catcher processors).

Retail and other support activities in Sand Point are difficult to gauge, and company records are not available.
The Native Corporation started a retail grocery store to provide some price competition for the long-time
single grocer in the community (the processing plant also has a store, which is used mainly by its processing
workers). This investment was made in 1997, when fishing conditions looked good, along with the purchase
of a local NAPA auto parts store. The NAPA enterprise went out of business in 2000, but the store has been
doing comparatively well. Corporation officers estimate that the more established store does approximately
four times as much business as their store, and that store certainly stocks a much wider range of goods. The
corporation has owned a local tavern since 1975, and it has consistently made a profit. The corporation’s hotel
is also successful, although it is busier in the winter than in the summer. A private bed and breakfast that was
started recently has developed a strong business and tends to be full year-round. There are a limited number
of restaurants in the community.

The Municipality and Revenues

As noted in the introduction to Alaska communities section of this document, Sand Point is part of the AEB
and has important revenue ties to the borough. Sand Point community-specific revenues for 1999 and 2000
as found on the DCED website are presented in Table 2.5-7. More detailed local fish tax information cannot
be presented due to confidentiality restrictions resulting from the fact that there is only one processor present
in the community. Local revenue sources include a 3 percent sales tax and a City 2 percent raw fish tax (in
addition to the borough 2 percent raw fish tax). Community services are perceived to be in danger from
decreased revenue flows resulting from reduced processing. Sand Point does not have local property taxes.
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Table 2.5-7 Sand Point Municipal Revenues, 1999 and 2000

Revenue Source | 1999 | 2000

Local Operating Revenues

Taxes $287,282 $397,888
License/Permits $0 $0
Service Charges $130,118 $172,114
Enterprise $613,358 $630,887
Other Local Revenue $75,227 $90,365
Total Local Operating Revenues $1,143,646 $1,403,309
Outside Operating Revenues

Federal Operating $38,047 $28,294
State Revenue Sharing $41,384 $27,275
State Safe Communities $28,228 $17,919
State Fish Tax Sharing $537,974 $644,525
Other State Revenue $37,950 $11,900
State/Federal Education Funds $0 $0
Total Outside Revenues $688,519 $732,507
Total Operating Revenues $1,832,165 $2,135,816
Operating Revenue Per Capita $2,176 $2,452
State/Federal Capital Project Revenues $213,727 $504,358
TOTAL ALL REVENUES $2,045,892 $2,640,174

Source: DCED Website, 2001, 2002

Summary of Recent Community Fishery IFQ/Co-op Rationalization Experience and Implications for
Likely Crab Rationalization Impacts

Changes associated with the recent restructuring of the groundfish fishery under the AFA have been felt in Sand
Point. While the local Trident plant qualified as an AFA (BSAI pollock) processor, it did not obtain a Co-op
Processor Endorsement, as every boat that delivered BSAI pollock to this plant delivered over 80 percent of its
BSAI pollock to another plant owned by the same company in the Bering Sea. The operational pattern for the
Sand Point plant was to serve as a "relief valve" for this Bering Sea plant during the open access race for fish.
This optimized or maximized the amount of BSAI pollock that the parent company could process. With the
implementation of the AFA and the end of the race for fish, the BSAI pollock season was lengthened and the rate
of harvest (and processing) reduced. This much reduced the need to divert pollock to be processed at the Sand
Point plant and seems to have confined this need to the "A" and "B" roe seasons. The reason given for this was
that the need to harvest roe at its peak imposes a natural and inevitable "race for roe™ that at times resulted in a
harvest of more fish than could be processed by the Bering Sea plant alone. Sand Point and company managers
saw little need to process "C" or "D" season BSAI pollock in the Sand Point plant. The imprecise processing
figures we have for 2000, compared to 1999, seem to be consistent with this description of the patterns of change,
as the Sand Point plant processed significantly less BSAI pollock than in the year before, as well as significantly
less pollock overall. Steller sea lion measures, and a shift of GOA pollock quota to the Kodiak Shelikof area, no
doubt have a significant role in this change as well. Overall, it is not possible to draw conclusions from the
AFA co-op experience that could be directly generalized to crab rationalization alternatives, due to the unique
nature of Sand Point with respect to the pollock fishery. It does, however, perhaps provide a cautionary note
regarding the fragility of inter-community transfers of product with management regime shift.
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Differential Impacts of the Three Rationalization Alternatives at the Community Level

As summarized above, Sand Point’s direct engagement in, and dependency on, the BSAI crab fishery is based
on participation in the harvest sector. In an addition to the general types of impacts of rationalization on the
community summarized above, beneficial or adverse impacts to the community of Sand Point deriving from
the different rationalization alternatives result primarily from the differential outcomes for the harvest sector.

Each of the rationalization alternatives have identical provisions regarding increased allocations to the CDQ
program (inclusion of additional species and an increase in the included species set-aside from 7.5 to 10
percent of the total allocation), creation of captain’s harvest quota shares (3 percent of the TAC), and a
community development allocation to Adak (10 percent of the WAI golden king crab allocation). Each of
these provisions are directed toward fostering beneficial community or social impacts for at least some groups
or areas. Sand Point, as a non-CDQ community, would not benefit from the CDQ program increases.
Impacts of the creation of captains shares would likely benefit at least some community residents as
individuals, but this provision is unlikely to result in significant impacts for the community itself. The Adak
community allocation would not result in significant impacts to the community of Sand Point.

Regionalization is a feature of the three-pie alternative and the IFQ alternative, but is not a part of the
cooperative alternative. Regionalization is explicitly designed to create beneficial community or social
impacts for at least some groups or areas. The north/south region designation was designed primarily to
benefit the Pribilofs, while the west region designation in the WAI golden king crab fishery was designed
primarily to benefit Adak. Impacts of the west region creation would likely be insignificant for Sand Point.
Similarly, impacts of the creation of the north/south regional split under the three-pie and IFQ alternatives
are not likely to be significant for the community of Sand Point, at least from a processing perspective, given
the current lack of crab processing in the community. For Sand Point harvesters, regionalization may result
in higher costs, depending on ultimate allocation of north region harvest quota to individual operations, but
this information cannot be disclosed due to confidentiality restrictions.

Additional community protection features of a “cooling off” period and a right of first refusal on transfer of
processing quota shares are a part of the three-pie alternative (and are not a part of any other alternative).
Eligible communities (those that had 3 percent of processing activity for covered species) would be assured
that during the 2-year “cooling off” period processing quota would not be moved out of the community.
Subsequent transfers would be subject to a right of first refusal that would allow an eligible community
(through its CDQ group or another community group, if a CDQ group were not present) to obtain ownership
and control over processing quota to retain local processing activity. Due to confidentiality restrictions, a
definitive list of eligible communities cannot be provided, but it is assumed that Sand Point does not qualify
given the known lack of processing under existing conditions. Given this assumption, “cooling off” and right
of first refusal features would not work to protect Sand Point interests. Rather, they would serve to make it
more difficult for Sand Point to engage in processing in the future, unless processor quota were transferred
following the “cooling off” period from (1) another processing facility within the south region owned by the
same firm that owns the Sand Point facility or (2) a non-CDQ community within the same borough (such as
King Cove).

The rationalization alternatives also differ on the ability of communities to obtain harvest quota share. Under
the three-pie and IFQ alternatives, CDQ groups, or other community groups if a CDQ group is not present,
in eligible communities (again, those with 3 percent or more of processing activity for covered species during
the qualification period) would be able to purchase harvest quota share due to a waiver of sea time
requirements that would otherwise prevent such purchases. By design, the ability to obtain harvest quota
share could result in beneficial community and social impacts through communities becoming more directly
engaged in the fishery. In the case of Sand Point, it is assumed that the community does not meet the
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eligibility criteria for this program feature, so the community would not benefit from an ability to own and
control harvest shares under any of the alternatives.

Another potentially distinguishing feature of the rationalization alternatives from a community or social
impact perspective is the ability of harvesters to form co-ops under the three-pie and cooperative alternatives
(but not under the IFQ alternative). For Sand Point, the community or social impacts of this ability (or lack
thereof) are not yet clear.

2.6 ADAK

The community of Adak is located on Kuluk Bay on Adak Island approximately 1,300 miles southwest of
Anchorage and 350 miles west of Unalaska/Dutch Harbor, in the Aleutian Island Chain. Adak is the
southernmost community in Alaska, on the same latitude as Canada’s Vancouver Island. It is also the
westernmost civilian community in Alaska (and in the United States), located directly south of Siberia. Adak,
not a part of an organized borough, is located in the Aleutians West Census Area. Incorporated as a Second
Class City in 2001, the city of Adak encompasses 122.4 square miles of land and 4.9 square miles of water.

Adak lies in the maritime climate zone and is characterized by persistently overcast skies, high winds, and
frequent cyclonic storms. Winter squalls produce wind gusts in excess of 100 knots. During the summer,
extensive fog forms over the Bering Sea and North Pacific. Average temperatures range from 20 to 60°F, but
wind chill factors can be severe. Total precipitation is 64 inches annually, with an average accumulated
snowfall of 100 inches, primarily in the mountains. Large earthquakes were experienced locally in 1957,
1964, and 1977.

At the beginning of the historical era, Adak Island was heavily populated but was eventually abandoned in
the early 1800s as the Aleut hunters followed the Russian fur trade eastward, and famine set in on the
Andreanof Island group. In 1913, under an executive order (No. 1733) Adak became part of the Aleutian
Islands National Wildlife Refuge (NWR) as part of a federal effort to both protect sea otters that were on the
brink of extinction due to being overhunted for their furs, and to facilitate additional development of a fur
trade based on fox farming in the region.

According to information supplied by D. Corbett (personal communication, 2003) of the U.S. Fish and
Wildlife Service (USFWS), a synopsis of reports and general information on U.S. government reservations
in Alaska compiled by H.D. Gray in 1938 shows that from 1924 and 1926, Adak was leased by an entity
named Adak Stock Propagation. Annual reports are missing from 1925, 1927, and 1928, but reports from
1929 through 1936 show that Adak Ranching Company of Seattle leased the island for an annual fee of $50.
Some years had minimal or no trapping, but for three of the years in that span, the value of furs taken from
the island were valued at between $17,000 and $18,000 per year. No information is available following the
1936 leases which were due to expire in June 1938. Information circa 1937-1938 lists H.E. Bowman as the
manager of Adak Ranching Company operations. Gray’s compilation notes that improvements on Adak were
valued at $9,000 and included 12 cabins, while an August 1936 report by “Homer W. Jewell, Alaska Game
Warden” that states: “We are informed that there are eleven cabins and five barabaras on Adak Island. We
noted three of the cabins.” Gray’s compilation also shows adjacent Kagalaska Island leased on an annual basis
from 1921 through 1936 by Andrew Snigaroff of Atka, with improvements valued at $1,000, including 2
cabins.

According to interviews conducted by Corbett (personal communication, 2003), use of Adak was tied to the
community of Atka, and one of her interviewees from Atka had trapped both Adak and Kagalaska.
Apparently different villages along the Aleutian Chain considered a number of different islands as being
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under their control for trapping activities. Residents of Atka, the closest full-time community to Adak,
trapped on multiple islands. For example, Andrew Snigaroff, the influential Atka resident who was shown
as the lease holder for Kagalaska, also often spent the trapping season at Amchitka that was leased, but
understood as “owned,” by the village of Atka. It was apparent to Corbett from interviews that Adak,
notwithstanding recognition of formal lease arrangements, was understood by Atkans as “theirs” and that they
had traditional rights to trap there. While H.E. Bowman owned or managed the Adak Ranching Company,
leased the islands from the government, transported trappers to and from the islands, and bought the furs, the
Aleuts did not consider themselves employees, but perhaps saw their roles more as “independent contractors.”
It was, according to Corbett’s interviews, the Aleuts who put up the cabins and put the foxes on the islands.

Despite the earlier abandonment of Adak as a place of year-round settlement, it is clear that trapping as well
as hunting, fishing, and other subsistence activities by residents of Atka, if not other villages, continued to
occur on and around Adak at least seasonally until World War Il broke out. Although little is apparently
documented about the immediate pre-War years, according to USFWS staff, all during the time Adak was
part of the Aleutian Islands NWR and up through the beginning of the War, there were regularly used,
established trapping camps on the island. Several of these were used annually by residents of Atka (D.
Corbet, personal communication, November 2002). Senior Aleut Corporation personnel also noted during
interviews for this project that there was use and at least some occupancy of the island up until such use was
terminated by the War and the post-War continuing military presence on the island.

The U.S. Department of the Interior (USDOI) has retained ownership of the island through the present day,
although the northern part of the island was originally withdrawn from direct USFWS management because
of military exigencies associated with World War Il. While never technically leaving NWR status, the
military exerted primary jurisdiction and the USFWS secondary jurisdiction during military use of these
lands. During the war, Adak was the site of both Army and Navy facilities; after the war the Army base was
transferred to the U.S. Air Force and renamed Davis Air Force Base. Later, the Navy assumed control of all
military facilities on the island. Three Naval commands operated on the island including the Naval Air
Facility (NAF), Naval Facility (NAVFAC), and Naval Security Group Activity (NSGA). Today the island
is a part of the Alaska Maritime NWR, a successor USFWS-administered entity established in 1980 that
encompassed the earlier established Aleutian Islands NWR and 10 other pre-existing refuges as well as new
lands scattered along and off of the coast of Alaska. While the northern portion of the island that was
developed for military use remains the property of the USDOI, it continues under military withdrawal status
at least for the present and as such is not directly managed by the USFWS.

During the War, a substantial military buildup on Adak allowed U.S. forces to mount a successful offensive
against the Japanese forces that had earlier captured and occupied Attu and Kiska Islands farther west in the
Aleutians. After the War, Adak was developed as a Naval Air Station, and it also played an important role
during the Cold War as a submarine surveillance center.

In the period following World War 11, the U.S. Navy developed the community of Adak to support both
military personnel and dependent families, transforming it into what became easily the largest community
in the southwestern part of the state. In addition to housing, the military constructed several well-equipped
facilities and recreation venues at Adak. These included a movie theater, roller skating rink, swimming pools,

2 The occupancy of Adak immediately prior to World War 11 is not well documented in the secondary materials available
at the time of this writing. According to the President of the Aleut Corporation (V. Tutiakoff, personal communication, October
2002), however, interviews have been done in recent years with individuals who had relatives on Adak at the time of the buildup of
U.S. forces on the island, and who were subsequently displaced. At about this same time, there was a general consolidation of a
number of very small villages throughout the Aleutian area, and many fewer settlements were repopulated after the War than existed
in the decades beforehand. There are other lands in the region under federal jurisdiction at this point that may be future candidates
for civilian repopulation similar to Adak. This would include, for example, Attu, which was a site of an Aleut village up until its
capture by the Japanese in 1942, and to which the federal government did not allow residents to return following the War.
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ski lodge, bowling alleys, skeet range, auto hobby shop, photo lab, racquetball and tennis courts. A new
$18-million hospital was built in 1990. At its peak, the installation housed approximately 6,000 naval
personnel and their family members, along with a limited number of personnel from other governmental
agencies, such as the USFWS, and civilian contracting personnel.

The end of the Cold War and the associated military base realignment and closure process brought sweeping
changesto Adak. In 1994, severe personnel cut-backs occurred, and family housing and schools were closed.
The station officially closed on March 31, 1997. The majority of Adak Island and the naval facilities are at
present (2002) in the process of being acquired by the Aleut Corporation, the regional ANCSA corporation
of the Aleutian/Pribilof region, under the auspices of the base closure and realignment and federal land
transfer process. This will be a multi-step process, with the land first reverting from Department of Defense
(Navy) control to USDOI (USFWS) control. Next, the USDOI will swap lands on the northern end of Adak
Island on an acre-for-acre basis with Aleut Corporation lands in the eastern Aleutians. The USFWS is not
interested in managing the northern end of Adak as a part of the Alaska Maritime NWR due to the type of
development that has already occurred there and the subsequent relatively low wildlife values, but it is
interested in incorporating the non-Adak Aleut Corporation-owned lands with much higher wildlife values
into the refuge (e.g., lands with significant bird cliffs and no problematic non-indigenous species, such as
rats).

Not all lands that were controlled by the military on the northern portion of the island will pass into Aleut
Corporation (or other private) ownership. Asignificant portion of land on the southeastern edge of the former
military-controlled area will be retained as federal land. This area has high wildlife value and is contiguous
with the USFWS-retained southern portion of the island. A discontiguous land-locked portion of land, the
Mount Reed Exclusion Area to the southwest of the city of Adak, will be retained by the USFWS for the
protection of the endangered Aleutian shield fern, Alaska's only endangered plant. Finally, some lands
around Andrew Lake and Andrew Bay on Adak's northern coast will be retained at least for the immediate
future, pending cleanup of the significant amounts of unexploded ordnance that remain in the area.

At present (2002), the land transfer agreement has been concluded between the USDOI and the Department
of Defense/Navy, has passed through Congress, and is awaiting Presidential signature. After this process is
finalized, a clock starts to run on the proposed land swap between USDOI and the Aleut Corporation.
Assuming the process goes forward in a timely fashion, the land exchange process will result in
approximately 47,000 acres of the northern portion of Adak being transferred to the Aleut Corporation. From
this, some lands in and around the community proper will be subsequently transferred to the City of Adak.

Establishment of a non-military community on Adak has preceded formal land transfer. Members of
approximately 30 families relocated to Adak in September 1998 to start a civilian community on site. Most
of these original relocating residents were Aleut Corporation shareholders, and a school was reopened to
support this population. The community incorporated (as a Second Class City) in April 2001.

The present institutional context of Adak is somewhat complex, due to the transitional process from a military
to a civilian community being incomplete. For land to be transferred under the base realignment and closure
process, a Local Reuse Authority (LRA)# is formed. In this case, the LRA is the Adak Reuse Corporation

2 AnLRAis "any authority or instrumentality established by State or local government and recognized by the Secretary
of Defense, through the Office of Economic Adjustment, as the entity responsible for developing the redevelopment plan with respect
to the installation or for directing the implementation of the plan” (32 CFR 175, Section 175.7 [Procedures]). In the case of Adak,
present plans call for the ARC (i.e., the LRA) to dissolve when transfer occurs, rather than remaining in place to implement the plan.
The ARC is intended to facilitate conveyance, in accordance with the following: "The Federal Government may best contribute to
such reutilization and redevelopment by making available real and personal property at military installations to be closed to
communities affected by such closures on a timely basis, and, if appropriate, at less than fair market value" (PL 103-160, Title XXIX,
Subtitle A, Section 2901). Adak is perhaps unique among national base closure and reuse experiences in that it is not a community
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(ARC), a non-profit entity formed for this purpose and composed of representatives from various entities in
the region. According to senior Aleut Corporation staff, these entities included the Aleut Corporation, the
City of Atka, the Aleutian regional school district, and the Aleutian/Pribilof Islands Association/AFN
villages, with additional seats held by the fishing industry, a transportation interest, the APICDA, and the
community of Unalaska (although it is reported that a number of these seats turned over early in the process
or were not active for at least some portions of the reuse process). Given this composition, the ARC, while
formed specifically for Adak reuse needs, is more nearly a regional entity than a community-based entity, per
se.? While the assets of Adak are still under Navy ownership, the ARC is holding a transitional Master Lease
agreement for the base. In turn, the ARC has sublet portions of the base and assets considered to have the
potential for economic return to the Aleut Enterprise Corporation (AEC), a for-profit subsidiary of the
regional Aleut Corporation. Formed to develop economic opportunities on Adak, the AEC, like its parent
Aleut Corporation is not strictly a community based entity; though Adak-focused, it is run for the economic
benefit of shareholders far beyond Adak. In a similar vein, while the AEC has focused its operations on
Adak, there are at least tentative plans to extend AEC business ventures (e.g., marine fuel services) beyond
the community itself. At present (2002), operation of the airport is the only undertaking in the community
run directly by the ARC? and there are a total of "five or six" ARC employees in the community. The City
of Adak operates community utilities and some of the existing facilities, but most of the earlier noted
recreational facilities, except for the swimming pool, are now closed.

Community Demographics

The contemporary community of Adak traces its origin to a military settlement, not a traditional Aleut village
like Unalaska, or a commercial fishing outpost like King Cove. Adak, in its most recent historical
configuration, lost its "reason for being" as a result of the base realignment and closure process in the mid-
1990s. While there has been a continuity of the physical structure of the community - structures built by and
for the military are housing current residents and businesses - the community has seen a population turnover

that is attempting to recover from the loss of a base. Rather, it is a community that is attempting to form in the wake of a base
closure. On the other hand, Adak may be conceived of as part of a greater Aleutian regional ‘community" as represented by the Aleut
Corporation and through historic Aleut ties to the land (and the wide ranging use patterns common in Aleut lifeways. While Adak
arguably contributed very little to the other communities in the region during its operational military days, as there was virtually no
social or economic interaction with other communities in the region (save for facilitating transportation links to Atka), as a newly
organized civilian community the redevelopment of Adak would appear to be consistent with the federal policies on closed bases
being used as economic engines for economically challenged areas: "1t is DoD [Department of Defense] policy to help communities
impacted by base closures and realignments achieve rapid economic recovery through effective reuse of the assets of closing and
realigning bases - more quickly, more effectively and in ways based on local market conditions and locally developed reuse plans”
(32 CFR 175, Section 175.4 [Policy]). The Adak case is also somewhat different than at least most other base realignment and
closure experiences, given the earlier military withdrawal status from USDOI lands, and that lands and assets are transferring inwhole
to another federal entity for subsequent 'swapping’ with the Aleut Corporation, rather than going directly to the ultimate re-users of
the properties.

2 Essentially by definition there was no civilian community of Adak when the ARC was formed and, given its composition
and constituency, the interests of the ARC may not be identical to the interests of the residents of Adak at any given time in the
transition process. In this sense the Adak LRA experience is somewhat different to that seen in many other cases of base closures
where there was an existing adjacent community both pre- and post-base closure from which an LRA was constituted.

2*This is not intended to be a long-term arrangement as the Aleut Corporation would like to see the Alaska Department
of Transportation and Public Facilities assume responsibility and operational control of the airport. It is recognized that longer-term
funding needs to be secured for airport operations, and the Aleut Corporation is in the process of attempting to help facilitate a
funding package that would include partial funding from USDOI/USFWS as well as the Department of Defense in recognition of
ongoing federal civil agency use and at least a modest level of continuing military use or potential use of the facilities (locally
estimated at between 4 and 10 flights per week between all military branches, including those serving installations elsewhere in the
Aleutians). Precedent in Alaska for this type of allocation of military funding to a largely civilian airport may be seen in King Salmon
and at least one or two other facilities. There may also be a federal interest in the Adak airport due to the number of international
flights that transit the area on a daily basis.
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with conversion to a civilian settlement, such that the present population of the community comes from an
entirely different set of socioeconomic and cultural circumstances than those who built the physical
community. From a demographic perspective, the Adak of 2000 is literally not the same community as the
Adak of 1990. Although the contemporary population does not have an Aleut majority, the community is
very much an Aleut community by virtue of the driving role of the Aleut Corporation in its foundation and
development and the predominant role of Aleut individuals in local governmental positions. Adak did not
qualify as an Alaska Native village under the terms of ANCSA, due to the fact that it was essentially a non-
Native community at the time of the passage of the Act (1971).

The contemporary civilian population of Adak initially grew out of an outreach program to shareholders of
the Aleut Corporation. This program brought people to the island early in the transition process, and included
employment related to transition, caretaking, and operation of the initial service enterprises. According to
the AEC, this served to expose people to living on the island and the opportunities that were available there,
which has increased retention. Non-shareholder related residents have come to the community primarily
through contractor employment as well as through government and fishery related employment. At least a
couple of current residents of Adak were stationed on the island during previous military service, and at least
some had local experience as contractors to the military prior to conversion to a civilian community.

Total Population
Table 2.6-1 provides population figures for Adak, by decade, for the period 1970-2000. As shown, the

population more than doubled between 1970 and 1990. Following the closure of the military facilities in the
1990s, however, the population of the community in 2000 was less than 7 percent of the 1990 figure.

Table 2.6-1  Adak Population by Decade, 1970-2000

Year Population
1970 2,249
1980 3,315
1990 4,633
2000 316

Source: Historic data from Alaska Department of Community and
Economic Development. 2000 data from U.S. Bureau of the
Census

According to the AEC, Adak's population experiences marked seasonal fluctuations, and the community
consists of approximately 200 to 225 permanent, year-round residents (S. Moller, personal communication,
January 2002). During fieldwork in the fall of 2002, some local business persons in Adak estimated the
permanent year-round population as much lower than these figures, but it is unclear whether individuals had
different ideas about what constitutes permanent residency, if there had been recent changes, or if some
persons were simply inaccurate in their estimates. What is clear is that there is considerable variation from
season to season, and there has been considerable fluctuation over time due to the evolving nature of the
community and the changes in the employment base over the course of that evolution. In terms of annual
fluctuations, during the peak fishing seasons a substantial number of additional individuals come to the
community to work at the processing plant. Another population spike occurs during "Navy contractor
season" from June to September, as during that time contractors come to the community to work on various
cleanup and transition projects. As the transition from military to civilian community has progressed,
however, these numbers have decreased substantially in the last couple of years. These types of changes are
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not limited to direct contracting work. According to Adak's mayor, the City has at present (2002) around 10
employees total, which is also a substantial decline from levels seen earlier in the transition process. Clearly,
the population of the community is somewhat in flux as the transition to a civilian community nears
completion and the nature of locally available employment changes.

Ethnicity

Table 2.6-2 provides information on the ethnic composition of the population of Adak in 1990 and 2000. As
shown, in addition to a dramatic population reduction, the ethnic composition of the community has changed
dramatically during the decade. For example, the Native American/Alaska Native component of the
population approximately doubled in size from 1990 to 2000, and when combined with the overall population
decline, this population segment went from comprising about 1 percent of the population in 1990 to about
35 percent of the population in 2000. It is important to note, however, that none of the Native
American/Alaska Native residents identified themselves as Aleut in the 1990 census; therefore, even within
this population cohort there has essentially been a 100 percent turnover between 1990 and 2000. All other
ethnic groups showed dramatic reductions in absolute numbers, although Asian/Pacific Islanders gained in
relative proportion of the population while other groups stayed about the same or declined. Preliminary
interview data suggest that there is at least a small degree of population continuity over military - post-
military time span among contractor-employed personnel, but this has not been quantified to date.

Table 2.6-2 Ethnic Composition of Population, Adak, 1990 and 2000
1990 2000
Race/Ethnicity % %

White 3,655 78.9% 157 49.7%
African American 501 10.8% 4 1.3%
Native American/ Alaskan 55 1.2% 111 35.1%

Aleut 0.0% - -

Eskimo 2 0.0% - -

American Indian 53 1.1% - -
Asian/Pacific Islands* 331 7.1% 37 11.7%
Other** 91 2.0% 7 2.2%
Total 4,633 100% 316 100%
Hispanic*** 255 5.5% 16 5.1%
* In the 2000 census, this was split into Native Hawaii and Other Pacific Islander (pop 6) and Asian

(pop 31)

* In the 2000 census, this category was Some Other Race (pop 0) and Two or more races (pop 7).
***  "Hispanic" is an ethnic category and may include individuals of any race (and therefore is not

included in the total as this would result in double counting).

Source: U.S. Bureau of Census
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The group housing situation in Adak is markedly different than in Unalaska and King Cove.”® While group
housing in the latter communities has normally been associated with the seafood processing workforce, in
Adak group housing was associated with the military. As shown in Table 2.6-3, 30 percent of the population
lived in group housing in 1990 when Adak was still a military community, and none of the population lived
in group housing in 2000 after conversion to a civilian community. At present (2002), only two housing units
are occupied to the north or west of the airport runways, and virtually all of the community residents live in
the Sandy Cove housing area in the southeast portion of the community. Table 2.6-4 provides 1990 census
information on group housing and ethnicity for Adak (2000 census data for these variables are not yet
available). These data are reflective of military population structure, and not of the contemporary civilian
community (but are presented here for the sake of continuity of treatment with the other communities
profiled).

Table 2.6-3  Group Quarters Housing Information, Adak, 1990 and 2000
Group Quarters Population Non-Group Quarters Population
Percent of Total Percent of Total
Year Total Population Number Population Number Population
1990 4,633 1,391 30.02% 3,242 69.98%
2000 316 0 0.00% 316 100.00%

Source: U.S. Bureau of the Census 1990 STF2, Census 2000 Summary File 1

Table 2.6-4  Ethnicity and Group Quarters Housing Information, Adak, 1990
Group Quarters Non-Group Quarters
Total Population Population Population
Race/Ethnicity Number Percent Number Percent Number Percent
White 3,655 78.89% 1,066 76.64% 2,589 79.86%
Black 501 10.81% 222 15.96% 279 8.61%
American Indian, Eskimo, Aleut 55 1.19% 16 1.15% 39 1.20%
Asian or Pacific Islander 331 7.14% 53 3.81% 278 8.58%
Other race 91 1.96% 34 2.44% 57 1.76%
Total Population 4,633 100.00% 1,391 | 100.00% 3,242 100.00%
Hispanic origin, any race 255 5.50% 81 5.82% 174 5.37%
Total Minority Population 1,106 23.87% 361 25.95% 745 22.98%
(TV‘\’lﬁ‘i't;\'ﬁgmr}gS;{%’p“'at'on 3,527 76.13% 1,030 | 74.05% 2,497 77.02%

Source: U.S. Bureau of the Census 1990 STF2

% Similarly, Adak is not comparable to other regional communities in terms of the infrastructure or other physical attributes
of acommunity both in absolute terms or in terms of ratios of various service units to population. Constructed to support a military-
related peak population nearly 20 times larger than the current population, and to support technically and logistically complex air,
surface, and submarine combat and support operations, the physical community of Adak is of scale very much larger than required
to support its current civilian population and economy. This situation is not unprecedented in the region, as it very closely parallels
the circumstances of Unalaska following World War 11 (although, in the Unalaska case, most military facilities were cordoned off
from the community through the late 1950s).
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Age and Sex

Table 2.6-5 provides information on age and the male/female ratio of Adak’s population in 1990 and 2000.
Perhaps counterintuitively, Adak has a greater male-fo-female imbalance as a civilian community (in 2000)
than it did as a military community (with dependent families) in 1990. The predominance of males in the
2000 community population is attributable to a male-dominated transient workforce. Also, accordingto local
residents, Navy policy did not allow non-directly employed personnel on the island until 1997 or so. As the
large majority of contractors were male at the time, this had a marked influence on the male-female ratio.
As an example of recent changes in the demography of the island, one current resident characterized herself
and a relative as "the first two wives on the island,” an event that occurred a few months before the main
civilian population relocated to the island. Also, according to local residents, Navy policy discouraged
civilian families with children from coming to the island for a substantial period of time due to unexploded
ordnance dangers (a stance that some found inconsistent with the previous presence of large numbers of
military families), and this has also had an impact on the sex and age structure of the present community.

Table 2.6-5 Population by Age and Sex, Adak: 1990 and 2000

1990 2000
Attribute N % N %
Male 2,777 59.9% 205 64.9%
Female 1,856 40.1% 111 35.1%
Total 4,633 100% 316 100%
Median Age NA 35.2 years

Source: U.S. Bureau of Census

The Adak school, part of the Aleutian Region School District and operated by the REAA, is a kindergarten
through grade 12 facility. School enrollment figures for the years since Adak became a civilian community
are presented in Table 2.6-6. As shown enroliments have fallen substantially from a high of around 50
students during the first couple of years the school was reopened to around 20 at present, a decrease of around
60 percent. According to school staff, this drop is likely associated with the changing nature of work and
contracting on Adak. Over the last few years, contracting has been more focused on unexploded ordnance
cleanup, and these crews tend to be comprised of individuals from outside who rotate through the community.
In contrast, earlier environmental remediation work involved larger numbers of individuals who brought their
families to the island with them, and a greater percentage of the direct work was accomplished through the
regional Aleut Corporation or its subsidiaries which, in turn, attracted a higher proportion of workers from
communities within the region. As this work has wound down and the associated contracting employment
opportunities have dropped off, a number of families with school-aged children have left the community, at
least some of whom have apparently returned to their previous home communities within the region.
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Table 2.6-6 Adak School Enrollment, 1993-2002

School Year Student Count
1998-1999 48
1999-2000 51
2000-2001 36
2001-2002 27
2002-2003 19
Source: Data supplied by L. Giddings, School Assistant, October

2002.

Local Economy and Links to the Crab Fishery

The Aleut Corporation is currently developing Adak as a commercial center and a civilian community with
a private sector economy, and this development focuses heavily on the potential for commercial fishing, and
support of commercial fishing activities, in the Western Aleutians area of the Bering Sea and the North
Pacific Ocean. One indicator of the direct involvement of the Aleut Corporation in the community may be
seen in the fact that the President of the Aleut Corporation, who also serves as the executive director of the
Adak Reuse Corporation, has moved to Adak to help support these efforts. The nearest neighboring
community is Atka, which also participates in commercial fishing, but with a strong focus on halibut as
opposed to the broader range of fisheries pursued on Adak. Unlike Adak, Atka is a CDQ community (and
an ANCSA village, also unlike Adak). There is concern on the part of the community of Adak and the
regional Aleut Corporation, the developers of Adak, that the development of fisheries-related opportunities
in Adak be undertaken in such a way as to not adversely impact present and future opportunities in the
community of Atka.?®

Other local economic activity in Adak includes contract work performing environmental cleanup of the
former military facilities. Visitor attractions include wildlife such as seals and otters, caribou hunting, fishing,
hiking and World War Il military installation facilities. With approximately 16 miles of paved roads, and
other gravel and dirt roads, accessibility to lands outside the immediate community is relatively good for the
region.

%8 It should be noted that villages within the region encompassed by the Aleut Corporation belong to two different CDQ
groups, the Central Bering Sea Fisherman's Association (St. Paul) and the APICDA (Akutan, Atka, False Pass, Nelson Lagoon,
Nikolski, and St. George). Adak and Unalaska are not CDQ communities, but Unalaska participates in APICDA programs as an ex
officio member. This being the case, Aleut Corporation interests on fisheries development issues in Adak may not be identical to
the interests of each CDQ group or community in the region, although Aleut Corporation shareholders make up a greater or lesser
proportion of the population of every community in the region.

Further, some residents of Adak have cited benefits received by residents of Atka as a result of the development of Adak, such as
bringing local fuel prices down and increasing the availability of air and surface transportation. However, it is known that at least
in the past there was some ambiguity on the part of Atka residents regarding potential positive and negative impacts of having Adak
develop as a community in the same general area, particularly in terms of fishery development-related issues. In the absence of
discussions with Atka residents, it is not clear whether the benefits of the development of Adak are now perceived to outweigh the
possible regional competition costs to the community of Atka. Additionally, there were some indications that at least some residents
of other communities in the region were of the opinion that the development of Adak and the fostering of fisheries development in
Adak may be "taking another slice" out of a limited pie, meaning that any gains by Adak would be losses from other (established)
communities. Again, however, it is not known how widely held or deep these types of concerns are. As many residents of at least
amajority of other regional communities are Aleut Corporation shareholders, theoretically there would be at least some direct benefit
to these individuals of the successful redevelopment of Adak, but how these unknown gains compare to potential competitive losses
is unclear.
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In a number of ways, the dominant economic entity in contemporary Adak is the AEC. According to its
Executive Director, the AEC has received funding in the neighborhood of $10 million from the Navy over
the last few years to caretake, operate, and downsize the facilities at Adak during the transition period. A
number of these tasks have been, in turn, subcontracted out to other entities, including the City of Adak. In
one way or another, the AEC is involved in most economic activities in the community either as an active
participant or as a landlord.

Like other communities in the region with commercial development, Adak's economy is marked by seasonal
variation. Rather than being nearly exclusively fisheries driven as is the case in other communities, however,
locals report that there are two main "seasons" on Adak: fishing season and "contractor season." Local
fisheries activity peaks in the first few months of the year when cod effort is most intense and overlaps with
crab and other fisheries, although there are secondary peaks at other times during the year.

"Contractor season" refers to the peak summer activities of Department of Defense contractors associated
with environmental cleanup of the former military facilities and the disposal of unexploded ordnance from
previous military use. In addition to being in transition from a former military community to a civilian
settlement, Adak's economy is in transition as contractor-oriented activities decrease and fisheries activity
(and other private sector activities) increase. Inearlier years, contracting workforces were considerably larger
and contractor personnel support services were more extensive than is now the case. For example, there used
to be a galley operation to support the crews, but this service closed in September 2001. Contractor personnel
have to a large degree remained self-sustaining or self-contained vis-a-vis the rest of the community;
however, as personnel now typically prepare their own food from supplies they arrange to have brought in
on the barge or via air freight. (Some contractor personnel do make at least some local store or restaurant
purchases, and at least some hunt and fish locally and/or purchase fresh fish off of local vessels.) At present
(2002), contractors arrive around the last week of May, with full crews present in the community by the first
week of June. Numbers of workers present drop off in September, but at least a skeleton crew is present in
the community through the last barge at the end of November. According to local Navy sources, up to about
70 total contracting personnel were present in Adak in 2002, but this varied during the season with around
60 present for the early part of the summer, and around 40 present through September. These numbers are
expected to be considerably lower in 2003 and beyond, with the bulk of the unexploded ordnance cleanup
around the community completed. Tentative plans call for between 15 and 20 personnel to be present in 2003
to work on petroleum-related cleanup around the community. Like processing personnel who work in Adak,
seasonal contracting personnel are typically hired from elsewhere, with the prime contractor and
subcontractors hiring from awide region, including Anchorage and the Lower 48. The focus of the contractor
work for the Navy has been to create conditions that will support a "finding of suitability of transfer” of the
47,000+ acres from the Department of Defense to the USDOI (and subsequently to the Aleut Corporation and
ultimate users/purchasers), and as such this work is self-terminating.

Adak is the site of considerable USFWS activity and will remain so after land transfer occurs. One of two
staffed subunits within the Alaska Maritime NWR (along with the Pribilofs), while there are only three
permanent, full-time employees assigned to Adak at present (2002), the community serves as a critical
logistics base for USFWS field camps and operations elsewhere in the western Aleutians. Upwards of 100
USFWS personnel pass through Adak during the May through September field season and these individuals
may spend from 2 weeks to a month in Adak before heading to their ultimate field site. Additional personnel
are assigned directly to Adak seasonally, and the USFWS Adak facilities and personnel are also used to
support natural resource studies (and/or management) by a variety of entities, including NMFS, the U.S.
Geological Survey, the State of Alaska, and various universities.”” USFWS visitor services have changed in

2T'sych inter-entity cooperation is common in the region, as NMFS and the USFWS share facilities and personnel resources
inthe Pribilofs as well. The USFWS also works with the U.S. Coast Guard on Attu, and the National Park Service that manages some
of the historic military resources in or around the Alaska Maritime NWR, including submerged cultural resources (primarily sunken
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Adak as the community has changed. Formerly an NWR headquarters with a staff of between 15 and 25,
there is also a relatively large visitor center in Adak that is not currently in use. Designed to provide services
to a community of over 6,000 persons, this facility cannot be efficiently run with the current small staff and
relatively low post-military visitor service demand. Alaska Maritime NWR headquarters are now located in
the community of Homer, but local maintenance and carpenter shops are still used to support ongoing
operations. Interms of present demand, from October 2001 to October 2002, the Adak USFWS facilities saw
210 visitors from cruise ships (a form of visitation new to the community), 150 general visitation contacts,
and 275 participants in the unexploded ordnance awareness program run by the USFWS (also known as "blue
card" training). Participants in the blue card training included about 150 fish processing workers (including
personnel from the local shore plant as well as floaters that were in the community at least temporarily), 100
Navy contractors, and 25 members of the general public.

According to senior Aleut Corporation officials, one of the challenges in creating a private sector civilian
economy has been the transition from a outside contractor to a resident worker configuration. Typical
contracting positions pay relatively high hourly wages and include subsidized housing and free utilities. With
the transition to a truly local economy, the wage rates seen in contracting cannot be maintained, nor can the
type of housing and utility subsidies that were previously common, and this has reportedly been a difficult
adjustment for a number of residents or potential residents. In addition to fishery, fishery support, federal,
and federal contractor related local economic activities, the Aleut Corporation is attempting to foster the
development of secondary economic sectors based on research and oil development support in the Russian
far east, among other undertakings.

Harvesting

As a new civilian community, Adak does not have an established residential fishing fleet. According to field
interviews, there are at present (2002) two fishing vessels owned by full-time residents of the community.
One of these vessels, a 32 footer, has reportedly not yet fished much around the community but is set up for
jigging cod and longlining halibut, while the other one, a 24 footer, has fished Pacific cod within the 3-mile
limit. (A third boat in the 22- to 24-foot range is also present in the community but has apparently not been
active in the most recent seasons.) A fourth vessel, a 40 footer, is from Kodiak but is considered by some
as a local boat because it has been present in Adak for over a year and has locally fished black cod and
halibut. According to local residents, at least some other vessels "have painted Adak on the transom" in the
recent past but are owned and operated by individuals from outside of the community. At least two IFQ
holders were resident in Adak but have more recently left the community, and this past year (2001) three 58-
foot vessels targeting halibut and black cod spent the period from May through October/November in the
community. While the current, truly local fleet is still somewhat fluid and few in number, the community
is actively promoting the growth of a small boat fleet, and a larger number of persons who spend at least some
time in the community are fishing there. According to community sources, four or five small vessels (under
60 feet) participated in local fisheries in 2001. Most deliveries to the local plant, however, are made by larger
boats from outside of the area.

It is locally anticipated that area small boat set-asides that the community successfully lobbied for with the
Board of Fish, particularly in combination with relatively poor returns in the Area M salmon fisheries, will
make Adak fishing opportunities attractive to small vessel owners from the Alaska Peninsula/Eastern
Aleutians area. According to the AEC, there have been specific efforts directed at recruiting fishermen to
make the transition to the area, and a total of between 8 and 12 small vessels are expected to fish locally in
2002. Local entities strongly desire the growth of a local small boat fleet and the development of a year-
round day fishery.

vessels) around Kiska and Attu.
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The community is also attempting to attract more vessels to the area with small boat harbor improvements.
Currently underway, this project would result in approximately 4 acres of a 30-foot depth that would be out
of all seas, although sheltering from all winds is not possible in this area of the harbor. Current harbor
facilities, while extensive, were designed for larger military vessels and are not well suited for a small boat
fleet.

One recent development in the harvest sector has been the formation of the Adak Native Fisherman's
Association. As of the time of fieldwork for this project (October 2002), this entity had not yet had a general
membership meeting but had held an initial board meeting a few weeks earlier. As a Native entity, it will
qualify for some types of funding not available to non-Native entities, with the drawback being it is at least
initially not inclusive of the entire community (given that the majority of Adak's population is non-Native).

Processing

While the current processing operations on Adak have a relatively short history, processing did take place
on the island at least sporadically during the time it was a military base. While systematic research on this
topic has not been undertaken, according to interviews conducted for this profile, crab processing took place
in the Finger Bay area. Reportedly, while these operations were some distance away from the military area,
spouses of locally stationed servicemen occasionally worked at these operations to earn some extra income
(and to bring home crab) when processing operations found themselves short of personnel (as apparently did
service personnel themselves, although less frequently). Reportedly, processors were either allowed or not
allowed to operate locally in any given year depending on the policies of the individual Adak installation
command personnel present at the time, but former servicemen spoken to recall processing taking place when
they were in Adak in the late 1960s and early 1970s, and then again during fall seasons in the late 1970s.
Given base security issues, processing personnel had very little interaction with the military community at
Adak, although reportedly processors were sometimes allowed to visit the Post Exchange under escort. Crew
transfers also required Navy escort at that time. One former serviceman reported that he earned income from
processing operations in the then 1970s by providing mail pickup and trash dumping services on a weekly
basis.

At present, there is a single shore processing plant in Adak, and despite a short history of operations it has
seen a number of ownership changes since its inception. The plant was started by a partnership of two
individuals who responded to an invitation for proposals from the Aleut Corporation. Operating as Adak
Seafoods, the first processing took place in this plant in late February 1999. The plant continued to operate
under this name until the summer of 2000. In mid-July 2000, Norquest became a partner in the operation
with one of the original owners, and the plant did business in this manner until late July 2001. The individual
still active from the original partnership took the plant back over for period of August through December
2001. In January 2002 Icicle Seafoods became a partner in the operation, which is currently operating as
Adak Fisheries, LLC. Despite these changes, one of the two individuals who started the plant is still active
in its ownership and operation.

The plant operates in two 150-foot by 180-foot leased bays in the "Blue Shed" building adjacent to Pier No.
5 on the north shore of Sweeper Cove at the south end of the main community area.”® Adak Fisheries also
leases cold storage space in a building just east of the Red Shed along Sea Wall Road. Cold storage capacity

28 There are 12 such bays in three similar buildings adjacent to Piers No. 3 and 5. The "Red Shed," furthest to the east,
houses City transportation-related equipment and operations; and the "White Shed," the middle of the three, is used primarily for
storage. The Red Shed, which houses Adak Fisheries operations in its two southernmost bays, is westernmost of the three. Adak
fisheries currently (2002) has administrative offices in a building between the Blue Shed and the White Shed, but construction is
currently underway to allow the offices to move into the Blue Shed next to the processing operations.
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is supplemented by the use of vans or containers stored adjacent to the processing facility, both for additional
space and to help control utility costs.

It appears that the 1999/2000 operation primarily bought and processed cod, with some crab as well. In
2000/2001 the crab component (in terms of percentage) was increased and the overall amount of cod (in
absolute terms) was increased as well. For 2001/2002 the operation has again substantially increased its
throughput, especially for cod once Icicle acquired its interest in the plant. During this year (2002), main
species run at the plant are Pacific cod, halibut, sablefish, brown crab, red crab, and thornyhead idiot. Pacific
cod is characterized as the major species run by the plant, followed by crab, then by halibut and black cod.

In terms of an ‘annual round,’ the first vessel that will be fishing brown crab typically shows up in the
community on January 2. OnJanuary 15, Pacific cod opens, and the first delivery is taken at the plant around
the first week of February. About a dozen vessels, both longliners and trawlers, make deliveries. Around
the third week of March, halibut and sablefish deliveries begin and, while Pacific cod processing drops off
in March, crab does not normally finish until April. The local (western Aleutian) crab fishery was
characterized as slower than in the eastern Aleutians and has been generally open August through April
(although the plant does not process crab during that entire time). In contrast to the crab fishery, the local
cod fishery is characterized as faster than in the eastern Aleutians. The local halibut and sablefish fisheries
continue through August, along with thornyhead idiot, before the fisheries for other species become too busy.
Crab deliveries to the Adak plant generally start again during the last week of August or the first week of
September, and last year (2001) there was a short state test fishery for red crab opening in November. The
last boat of the year typically delivers around December 18 or 19, and the plant shuts down for the rest of the
year.

In terms of employment cycles, during the most recent year (2001-2002) approximately 98 employees were
utilized during the busy January through March period, with about 23 or 24 employees being on site the
balance of the year, except for when employment dropped down to about 8 cleanup, maintenance, and
preparation personnel who are present when the plant is closed from about the third week of December
through the first week of January or so. Housing is provided in approximately 30 former military housing
units rented from the Aleut Corporation, with approximately 4 workers housed in most of the units during
peak times. The processor does not have mess hall facilities, but workers receive a weekly food allowance
and have kitchen facilities in their housing units. Workers are typically hired out of Seattle on a 6-month
contract basis with many employees finding the company by word of mouth. At present (2002), there are no
processing families in the community, but at least a few of the processors have been in the community for
substantial periods of time, and at least one processing employee has become engaged with the community
to the point of being on the local volunteer fire department.

There have been a number of changes each year during the relatively short period of time the plant has been
operating in Adak, so there is some difficultly with characterizing a "typical™ year. For example, during the
2002 winter season, Icicle’s first year for cod in Adak, the shoreplant was supplemented with a floating
processing capacity (the Discovery Star) during the cod season. The shoreplant was used to dress out all the
cod landed but lacked sufficient freezing capacity, which was supplied by the floater. The floater was in
Adak for 6 weeks, and during this time it served as a work platform for a good part of the "extra" or peak
labor force. (It also served as a mess hall for the processing crew during their shift when there was not time
for normal eating arrangements.) The floater was also used to load finished product onto a tramper alongside,
easing temporary storage and transfer logistics. After cod, when the need for labor was reduced, the floater
moved on to pursue herring elsewhere, taking its workforce with it. This was a short-term solution to the lack
of freezing capability, and it is expected that it will be repeated only once or twice before new facilities are
in place.
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Local plant officials reported that approximately seven crab vessels have been delivering to the plant on a
regular basis, with others less frequently. The cod delivery fleet includes a range of different vessel types.
Several of the vessels delivering cod in 2001-2002 were 58-footers from Sand Point. (Vessels from Sand
Pointin particular have reportedly found conditions in Adak relatively attractive given the Area M and Steller
sea lion-related challenges in their home waters.) A rough estimate of 10 AFA-qualified trawlers (90 to 130
feet) fish their cod sideboards and deliver to Adak. Also as a rough estimate, about two-thirds of the cod
landed locally was delivered by the AFA-qualified vessels. Boats from the Aleutian/Alaska Peninsula region
deliver halibut and sablefish, as do vessels from outside the area, but information on the number of vessels
and IFQ holders selling to the plant is imprecise. The pattern described is one where several IFQ holders will
essentially pool their shares and fish them on one boat, to minimize expenses and maximize profits. The
boat(s) fished can vary from trip to trip.

The relationship between the plant and the community is somewhat different than that seen for other
communities profiled, as Icicle has entered into a long-term relationship with the Aleut Corporation, which,
in turn, directly and through subsidiaries owns, manages, and/or operates much of the community
infrastructure and property. This relationship gives Icicle exclusive abilities with respect to some local
processing and in return requires that Icicle support attempts to build a local fishery by agreeing to essentially
handle landings for all local fisheries as well as to pay prices pegged to regional norms established in Dutch
Harbor.

The community has also seen at least some crab and groundfish activity related to other seafood firms, but
nothing that has been stable over time in a manner similar to Adak Fisheries. A number of offloads by both
groundfish and crab catcher processors have taken place in or near the community, with Pier No. 3 being used
several times for this purpose. It is also not uncommon to have freighters moored near the community
awaiting loads. The relative importance or magnitude of these activities can be seen in the fact that during
2001-2002, nearly one-fifth of total state revenues received locally derived from resource landing taxes. The
fact that vessels cannot typically clear Customs in the community, however, does serve as a limiting factor
on potential foreign trade/economic activity.

Support Services

At present, virtually all of the facilities on the northern part of Adak Island, which encompasses the City of
Adak, are still owned by the Navy. Private businesses that wish to operate in these facilities at present (2002)
typically sublease facilities from the AEC. (Apparently the only exception to this generalization is the
Veterans of Foreign Wars [VFW] hall, which leases its facility directly from the Navy.) According to some
business owners, this arrangement has served to slow support business development in the community
because at the Navy's direction, all leases have provisions for rapid termination should the land transfer
process not take place as anticipated, making investment in the new community even more of a risk than
would otherwise be the case. Additionally, there is some uncertainty about the ultimate ownership of lands
in the community, such as whether businesses will be able to purchase buildings but would be restricted to
leasing lands from the Aleut Corporation rather than being able to purchase them, and so on. The same holds
true for housing at this point (i.e., whether or not land could be purchased with the housing units, and what
the roles of the Aleut Real Estate Company, Aleutian Housing Authority, banking institutions, or other
entities will be in the process of transitioning to private ownership and use, whether or not there will be lease
to purchase provisions, and so on).

Adak is in the process of developing support service capabilities for the fishing fleet. According to the AEC,
the initial transition to a civilian community took place in phases as the Aleut Corporation and it subsidiaries
took over support service infrastructure, starting with fueling and then moving into housing, followed by port
facilities. One challenge the community faces is that, according to local business owners, vessels that have
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fished in the Adak area in past years are used to being self-sufficient and may not realize that supplies and
services are now available locally or, even if they do have an awareness of availability, still have established
relationships elsewhere.

Adak has become the main marine refueling station for the adjacent portion of the North Pacific. The island’s
underground tank farm has a storage capacity of approximately 22 million gallons of marine diesel, bunker
grade fuel, gasoline, and jet fuel. Local fuel services are run by the AEC. Although the AEC formerly was
engaged in a number of different enterprises and still rents out vehicles in the community, it is now (2002)
reportedly focusing primarily on fuel sales and is attempting to divest itself of what are considered to be more
tangential ventures. According to local staff, the ongoing basic storage capacity is around 2 to 4 million
gallons at any one time. Currently (2002), the facility has five employees, and a rough estimate of the ratio
of fuel sales to vessels versus other (community) users was given as between 70/30 and 60/40, with the local
power plant accounting for a large portion of sales within the community. This ratio is expected to climb on
the marine sales side, given that efforts are underway to scale down local power plant operations to better
match demand that is much less than was needed when the former military power plant was constructed.
While the shore processor itself is on the main power grid, not all of its operations create demand from the
grid. For example, it has provided for some of its cold storage capacity through the use of vans or containers
with their own generating capabilities. While offshore catcher-processor and mothership entities do call on
the community, there is reportedly relatively little fuel sales to that component of the fishery compared to
their overall presence. Among the harvest fleet, most sales are reported to be to Seattle and Dutch Harbor
vessels. Fuel sales have reportedly picked up in recent years in direct relation to the easing of Navy
restrictions on access to the island. In addition to fuel sales, the Adak facility also stocks oil and filters for
vessels, and it can take used oil from vessels as well.

Constructed to accommodate U.S. Navy vessels, the port facilities on Adak, consisting of three deep water
docks and fueling facilities, can support a wide variety of civilian vessels. Research ships, station work
vessels, cruise ships, factory trawlers, and fishing boats use the port facilities at Sweeper Cover and Kuluk
Bay. At-sea processors have used the port for transfer of product as well as a supply stop, and this has
generated opportunities for shippers. At present (2002) there is no small boat harbor in the community, but
it is a priority for the community.

Adak's aviation infrastructure also benefits from its military airfield history. Its airport, Mitchell Field, is the
largestairport in the Aleutians and is equipped with IFR electronic navigation and weather reporting systems.
Support features include control tower and terminal buildings, paved taxiways and aircraft parking areas,
maintenance hangers, and a fire and crash station. During the current (2002) transition period, the airport is
managed and run by the ARC, although plans call for this entity to dissolve upon successful transfer of lands
to the Aleut Corporation.

Commercial cargo jet service is currently (2002) provided by Evergreen International Airlines, and Peninsula
Airways serves the community for passenger flights from Anchorage 4 days per week during the summer and
3 days per week in the winter. Several air cargo companies also make Adak a refueling destination on their
flights between Alaska, Eastern Russia, and Sakhalin Island. Air carrier employment in Adak is limited to
one PenAir employee, and one individual who serves as the agent for Evergreen and who also handles ramp
and baggage services for PenAir. The latter individual has recently taken on a second employee, and others
assist during peak times as well.

In terms of direct support to the fleet, in addition to basic port services, Adak offers a limited number of
"soft" support services such as facilities for crew transfers, and storage for supplies and product. A full
support sector with entities providing a wide range of services such as hydraulic, electronic, and electrical
systems service and repairs has not yet developed.
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One of the existing dedicated specialty support service businesses operates out of a former military machine
shop, and the person who runs this operation offers machining, welding, and fabrication services. The only
tool and machine shop west of Dutch Harbor, while this enterprise is also the only welding business in Adak,
there are others in the community who can provide welding or fabrication services for small jobs or in an
emergency, including personnel at the processor. As acivilian entity, it was originally started as an operation
to support cleanup contractor operations; the business now has a contract with the City for improvements on
Piers 3 and 5, including the fabrication of access ladders. Over the past year, this business has seen trade
from fishing vessels, with more substantial work on two vessels in particular, and some cable/drag line
fabrication, welding piece work, anchor repair for another couple of vessels, and some "nickle and dime"
work on two others. In terms of the relative importance of vessel work to date, the owner of the business
characterizes vessels as providing "a little on the side" so far, as there are not enough vessels in the
community to provide significant income. Also, according to the business owner, income potential from
vessels is limited by the fact that a number of owners or operators are as of yet unaware that machining
services are available in Adak. For example, one vessel this past summer did without a part on a net sounder
for a month, only discovering the availability of these types of services just before the end of the season.
Vessels needing types of work requiring haul-out, floating dry dock, or other substantial waterfront service
infrastructure typically seek out services in Dutch Harbor or beyond. It is conceivable that these types of
services could be developed in Adak through a partnership of existing service providers and the City, but
none are available at present. Apparently during the Navy years, temporary vessel repairs, such as patching,
could and would be performed at Adak using salvage and repair divers, but actual repairs would take place
in Washington. Reportedly, there is one individual present in Adak who has done some vessel work-related
diving, but this individual is not trained as a welder, so typically even temporary in-water repairs require
repair divers to be flown out from Dutch Harbor. At present, the machine shop and its equipment are still
owned by the Navy, and the business proprietor will enter into a new agreement for lease of the building and
use of the equipment when the land transfer is concluded. Typically a one-man operation at present, another
individual who has a full-time job with the City is also helping out with the fabrication of some of the pier
equipment (and others may be added during peak work loads). Such moonlighting is common in the
community where individuals with specialized skills are in short supply and a variety of fishery-related
support services are needed. For example, one of the electricians for the City sometimes is called upon for
help at the processing plant, and one of the individuals who works in the transportation department at the City
is sometimes called upon to do mechanical/diesel and hydraulics work (and the City has the only facility in
the community that can press hydraulic fittings). In fact, the operator of the machine shop is an exception
to the rule on Adak, having one enterprise as an exclusive focus (although the enterprise does provide a
variety of services.) During busy fishing seasons, one outside support firm has flown out an individual to
help for a month or two, but otherwise fleet support services are handled primarily by the individuals or
enterprises mentioned, or through the local processor.

Other direct fisheries support businesses have shown interest in locating in Adak. While a larger number
have made inquiries, two commercial fishing/traw! supply companies, one domestic and one foreign based,
have visited the community within the recent past. Reportedly both (and likely other firms) are awaiting land
transfer prior to making a commitment to locating in Adak.

The local general store, known as the Ship's Store as well as the Adak General Store, is an enterprise of the
Tigara Corporation (an Alaska Native village corporation entity based in Point Hope, on the North Slope).
Itis located in a former community housing administration and support building in the Sandy Cove housing
area leased from the AEC. According to local staff, the store has been in operation for approximately 3 years.
It is the only general store in the community and, according to the store manager, it derives approximately
90 percent of its business from the fishing industry and about 10 percent from local year-round residents.
Store sales to vessels are sometimes facilitated through the local processor in the form of a purchase order
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that is then settled out of vessels delivery of catch to the processor. The store does not receive business from
all vessels associated with the community, as a number of the vessels that harvest or deliver locally will
resupply in Dutch Harbor potentially as a result of several factors, including established business relationships
(and/or other operating cost/benefit factors, such as fuel prices and fish prices). In addition to sales to vessels
calling on the community, the store sees a considerable amount of fishery-related business from processing
workers. Unlike the situation seen most by other communities, processing workers on Adak do not eat in
company mess facilities and so patronize the store for basic foodstuffs. Although workers do bring or ship
in some staples, the influx of around 100 processors during the first quarter of the year, each with a weekly
food stipend, represents a significant increase in business at the store. The facility manager estimates that
roughly 60 percent of total business for the year is seen in the first quarter of the year when fisheries activities
are at their peak. There is reportedly some sales increase with the additional personnel in the community
during "contractor season™ but this is reported to be relatively minor as these employees apparently ship in
a great deal of their own food. Among challenges faced by the store, as reported by the manager, is the lack
of frequent, reliable barge service. This results in stocking and cost issues. For the store to be able to service
vessels, plans must be made far in advance and additional freezer space leased from the ARC to ensure
adequate inventory on hand. It also equates to high costs for fresh food, with the store manager citing air
shipping costs as $11 on a single gallon of milk and a round $1,100 on $500 worth of produce. Other
challenges in the recent past have been a reliable power supply, with concern that an interruption of service
would result in the loss of most of the store inventory this past year. Store employmentalso varies seasonally.
During the busy season the store will employ the manager, a checker, and a bagger, but during the slow
season employment may drop to the manager and his spouse.

There is a single restaurant in the community (the "Bake and Tackle™) that is housed in the former Navy base
McDonald's restaurant building. As the name implies, the Bake and Tackle is a multi-faceted business, with
fishing gear and some other merchandise available in addition to foodstuffs and cooked meal services.
Limited food service is also available evenings at the community's only bar, the Capt. Pat Kelly VFW hall.
As a designated "commercial VFW," the Adak VFW, unlike most VFWs, is open to the general public.
Despite the "commercial™ designation, the VFW is run as a non-profit entity, with at least a portion of
revenues generated returned directly to Adak and its nearest neighbor, Atka, in the form of funds for
community benefit programs.

The Bake and Tackle and the VFW are run by the same couple, usually with one additional employee at the
Bake and Tackle, and several additional employees at the VFW. VFW employment, in addition to the full-
time owner/manager includes a part-time bookkeeper and bartending and cook staff. Approximately 14
persons are signed up as available staff, but according to the manager approximately 3 are actively employed
at any given time. (Both of these businesses provide good examples of how Adak residents tend to combine
employment/income opportunities. The woman who is primarily responsible for the Bake and Tackle also
runs a house cleaning service, employing the same person who helps out at the restaurant. The man who is
primarily responsible for the VFW also does some engineering work in the community in addition to being
involved in the other enterprises.) Both the Bake and Tackle and the VFW see a considerable amount of
fishery-related business. According to the owners, more business is generated by cod and halibut fishermen,
however, than by crab fishermen. In addition to the restaurant trade, the Bake and Tackle also supplies boats
with foodstuffs, including fresh vegetables and milk, often on short notice. The restaurant (and the VFW) also
sees a significant amount of business from processing workers. Unlike most other shore-based processors
in the region, the Adak processor does not have a mess hall or other food service facilities for its employees.
Rather, processing workers are given a weekly food stipend and have cooking facilities in their housing units.
According to the business owner, the restaurant sees approximately 60 percent of its business from summer
contract (primarily base cleanup) workers, about 30 percent from supplying boats, and about 10 percent from
city residents.
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The pattern of involvement in multiple types of employment or businesses in Adak is not uncommon, given
the small size and nature of the community. For example, the community's only police officer is also
involved in overseeing city operations and functions as part of a three-person city management team with the
mayor and the city finance director. He also is involved in a number of private business ventures as well,
including small video store (Blue Card Video®) located in the high school building, and this is the same
individual who acts as an agent for the cargo airline and provides baggage and ramp services for the
passenger airline that together provide some employment for two additional individuals. Another example
is the community fire chief, who is also the harbormaster as well as a commercial fisherman.

Another small business in the community that functions as a fishery support business is Zac's Enterprises.
Run by a couple, this business provides crab pot hauling among other services. (Crab pots are stored on AEC
land for a rental fee, or for free on land leased by the local seafood processor as a service for delivering
vessels.) As presently configured, the loader can handle four pots at a time, and the company has recently
acquired a 50-ton crawler crane that is used to haul small vessels. Last year (2001), this company also
provided boat watch services for three vessels over the 2-week Christmas break, and for another vessel for
over 2 months. The individuals in this business were also involved in building the small floating dock in the
harbor and noted that as facilities improve for small vessels in Adak, there will be significantly more support
service opportunities than there are at present. This enterprise also facilitates crew transfers for factory
trawler vessels, including providing logistical support, and arranging temporary housing for crews in transit.
They also provide offshore mail and parts expediting services. Like other small businesses on Adak, Zac's
provides a variety of non-fishery services as well, such as snow plowing, and is involved in other employment
in the community, including air transportation services.

The excess community housing supply has provided other support business opportunities as well. For
example, the Hotel Adak is an enterprise that operates a total of 18 housing units leased from the AEC (that,
in turn, obtains them from the ARC, which holds the master lease), of which 12 are active rentals, 1 is
occupied by the hotel operators, 1 houses the hotel housekeeper, and 4 are inactive at present (2002).
According to the operator, the hotel does get fisheries-related business through crew transfers and others
transiting through the community, with an estimated 15 percent of the overall hotel business attributable to
such use, with the opportunity limited by the relatively small size of the current fleet. Most of the hotel
fishing-related business is from larger vessels, including factory trawlers, as crew shifts on the smaller catcher
vessels can be easily accommodated using the housing leased by the shore processor. Most of the current
hotel business derives from government contractor use, primarily with transient managers as the guests. As
for larger contracting operations, the general crews are housed in blocks of leased units separate from the
hotel operation itself. (The local housing supply also functions as a direct fishery support service separate
from the hotel as, for example, Adak Fisheries/Icicle Seafoods is leasing about 30 of the housing units in the
community.) The hotel business has marked seasonal peaks, with the winter being very slow, except for the
occasional vessel crew that gets ‘weathered in' in the community. The units used for the hotel are residential
units in the Sandy Cove housing area (i.e., the same pool of housing units used for residences by the
permanent population). While barracks type facilities may have been more suited for hotel operations, all
things being equal, most of these facilities are reportedly not in current repair. According to the current
operator, the specific future of the hotel enterprise is somewhat unclear due to unknowns related to land and
building dispositions after transfer from the Navy. Like all other support business operators in the
community, with the exception of the machine shop and the manager of the local store, the couple who
operate hotel are involved in a variety of other support enterprises or community services, with one individual
providing local cable, phone, and UPS services, and the other working at the clinic.

2 The name Blue Card derives from the long-standing mandatory training on unexploded ordnance (UXO) required of
individuals working or living on Adak. To document successful completion of the training, attendees were given a blue card. Classes
were formerly held in the room the video store now occupies in the high school building. Today (2002) blue card training is given
by USFWS personnel and is largely videotape based.
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The AEC is currently pursuing an approach of providing the larger support service building blocks, such as
fisheries development, fuel services, and port services, with the goal of providing a foundation or
opportunities for the establishment of other support businesses in the community to help round out the local
economy. The infrastructure inventory held by the AEC represents a very large asset for the community,
allowing businesses to not have to start from scratch when coming to Adak. For example, Adak Fisheries
leases (on a monthly basis at present [2002]) bays in the Blue Shed for processing, space in an adjacent
building for office and storage space, space in the White Shed for storage, and space in the Cold Storage
building.

The community clinic is also called upon to provide services to vessel crews. Like a number of other clinics
in the region (e.g., the clinic in King Cove), the Adak clinic is run by the Eastern Aleutian Tribes. Located
in several rooms on the first floor of the high school building, the clinic has a staff of two: an administrator
and aphysician's assistant. According to the clinic administrator, approximately one-half or less of the patient
demand currently comes from fishing vessels. While during the military days Adak had a full hospital in the
community, the current Adak clinic has more modest capabilities. For example, x-ray services are not
available locally, meaning that individuals may have to be flown off island for what otherwise would be some
relatively basic diagnostic services.

The community does see a minor amount of business related to tourism. According to one local business
owner, in recent years three cruise ships came to the community, but little came of that as "the tourists had
no place to spend their money." According to USFWS personnel, while there is promotion of tourism by
local and regional entities, including the Aleut Corporation, cruise ships tend to end up in Adak as an alternate
port if they are weathered out of their primary destination, as opposed to having Adak itself as a primary
destination. Reportedly two of the ships were on west to east cruises and one was on an east to west cruise.
Primary draws for these cruises have been the World War 11 military history at Attu and Kiska, the volcanoes
of the Aleutians and far eastern Russia, and a retracing of Bering's route. Tourism also occurs in the form
of hunters coming to the island for caribou, and the community sees some very modest economic gain from
that activity.

As noted by several business owners, the support services sector of the local economy in particular, and the
overall economy of Adak in general, will likely change once formal land transfers are complete, and current
and potential entrepreneurs understand the ultimate disposition of lands and the opportunities available in the
community. At least a few enterprises that have shown an interest in Adak (e.g., a water bottling operation
was mentioned by a few residents) but have taken a wait-and-see attitude during the transition time. In the
present context of uncertainty, it is difficult to anticipate the specific course of Adak's economy, but it is clear
that fisheries development is the cornerstone of a sustainable economy for the foreseeable future.

The Municipality and Revenues

Information on municipal revenues parallel to that presented for other profiled communities does not exist.
The community was incorporated in April 2001 and several months later instituted a 3 percent sales tax and
a two-cents-per-gallon fuel transfer tax to form a revenue base. Through the sales tax, fisheries are expected
to provide a significant portion of community revenues. There are no local property taxes in Adak. At the
time of fieldwork for this project (fall 2002), no detailed tax information was yet available from the recently
completed fiscal year (the first full year as a civilian community) and, according to City staff, there were a
number of changes that took place during the first year that would make interpretation of quantitative data
less than straightforward in any event.

In terms of relative expected contribution of fisheries to local municipal revenues, local projections for FY
2003 (July 2002-June 2003) show that approximately 92 percent of anticipated local revenues from state
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sources are expected to derive from shared fish tax and landing taxes, and approximately 85 percent of direct
city revenues are expected to derive from the fuel transfer tax, harbor fees, and sales tax revenues. Harbor
fees are locally estimated to derive about 90 percent from commercial fishing-related wharfage and moorage
(although this revenue source may change somewhat in the future as, according to city staff, ownership of
dock facilities is "still being sorted out™). Overall sales taxes themselves are expected to account for about
three-quarters of all direct city revenues and of these about three-quarters are expected to derive from local
fish taxes.

In addition to state and city general revenue sources, the city also derives utilities revenue from fisheries-
related activity. These revenues come from provision of utilities to the processing plant, including electricity,
garbage service, and water/sewer services. Fisheries account for a significant portion of these revenues as
well.

Despite being a new community, a new government, and a new fishery participant, it is clear that the
community of Adak, as presently constituted, is substantially dependent upon commercial fisheries. This
dependency has become relatively greater in the few years since the local plant opened, as this was the same
time during which base cleanup and closure activities were winding down. According to City staff, however,
the city itself receives no direct benefit (at least in the form of revenues) from cleanup activities. On the
contrary, some city leaders argue that federal funding of military cleanup activities on Adak has actually put
the city at a competitive disadvantage for federal funding of projects that would be of more or longer-term
economic benefit to the community (as the cleanup allocations that are consumed by contractors and other
off-island entities show up as federal funding to the city, and additional federal funds are all that much harder
to come by).

At present, City priorities are conversion and downsizing of the former military power plant to more
efficiently serve the community and the construction of a small boat harbor. Like other local institutions, the
City of Adak is adjusting to the evolving nature of the community, recently (September 2002) having
transitioned from a strong mayor form of government to a city manager form of government. According to
senior City staff, there is also a high priority being placed on getting the City out of debt.

Summary of Recent Community Fishery IFQ/Co-op Rationalization Experience and Implications for
Likely Crab Rationalization Impacts

Adak does not have first-hand experience specifically with IFQ and co-op rationalization programs in the
same sense as the other communities profiled in this document as a result of the different general fishery
histories in the communities. Essentially, the structure of the previously established programs in the halibut,
sablefish, and pollock fisheries have served to exclude later developing Adak from those established fisheries.
As a result, preclusion is a major issue or obstacle in Adak's attempt to foster a fisheries-oriented local
economic base. Crab approaches based on historical participation, such as the system proposed under the
rationalization alternatives, present similar challenges.

Although a community dominated by Aleut institutions (e.g., the Aleut Corporation and the AEC), and one
that has featured major investments by these entities, Adak is not an ANCSA community and did qualify for
inclusion inthe CDQ program (and thus has no CDQ experience). Adak has a much different socioeconomic
history than typical CDQ program communities in any case, as it has not experienced high levels of
unemployment, poverty, and lack of economic development opportunities that were at least a partial impetus
behind the formation of the CDQ program itself. Rather, the danger for Adak with the rationalization
program is the preclusion of economic development rather than a lack of improvement for a chronically
problematic economy. With no established history of processing until very recently, Adak does not qualify
for substantial allocations under the general terms of the "three-pie" rationalization program. In recognition
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of the developing nature of Adak's economy, however, and the central importance of the fisheries to that
economy, Adak is being considered for a direct community allocation unlike those seen elsewhere in the
program. Given the evolving nature of the community and its institutions, there was initially some question
as to the appropriate entity to receive or administer a community-based allocation, but a new entity with a
community-wide constituency will be formed for the purposes of administering this allocation.

The relationship between the community of Adak and Western Aleutian Islands (WAI) golden king crab (also
commonly known as Adak brown king crab) stock exploitation is somewhat different than the other fisheries
that are being considered for rationalization. When discussions of the rationalization program began several
years ago, the WAI golden king crab stock was not fully exploited, and was not therefore in the same apparent
need of rationalization as other stocks. For example, approximately 12 percent of the GHL was not harvested
during the rationalization qualification period. More recently, however, (and especially since Adak shore
processing operations have begun), the guideline levels have been fully exploited.

Differential Impacts of the Three Rationalization Alternatives at the Community Level

As summarized above, for Adak the engagement in, and dependency on, the BSAI crab fishery is based
primarily upon ties to local processing activity while the community attempts to expand and diversify the
commercial fisheries component of its economic base. Beneficial or adverse impacts to the community of
Adak deriving from the different rationalization alternatives result from the differential outcomes for these
activities.

Each of the rationalization alternatives have identical provisions regarding increased allocations to the CDQ
program (inclusion of additional species and an increase in the included species set-aside from 7.5 to 10
percent of the total allocation), creation of captain’s harvest quota shares (3 percent of the TAC), and a
community developmentallocation to Adak. Each of these provisions are directed toward fostering beneficial
community or social impacts for at least some groups or areas. Adak, as hon-CDQ community, would not
directly benefit from the CDQ program increases. Impacts of the creation of captains shares are not likely
to be significant for the community of Adak, given the minimal local engagement in the harvest sector during
the qualifying period.

Adak would experience significant beneficial impacts from the proposed Adak community allocation
provisions, and is the only non-CDQ community that is receiving a community development allocation.
Under each of the rationalization alternatives Adak would receive a community development allocation of
10 percent of the WA golden king crab fishery. This would be an “off the top” allocation, an