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October	  23,	  2014	  
	  
Dear	  BBRSDA	  members:	  
	  

A	  year	  ago,	  81%	  of	  the	  Bristol	  Bay	  salmon	  drift	  permit	  holders	  who	  responded	  to	  a	  survey	  sent	  
out	  by	  the	  Bristol	  Bay	  Regional	  Seafood	  Development	  Association	  (BBRSDA)	  said	  they	  would	  like	  to	  
learn	  more	  about	  a	  potential	  buyback	  of	  Bristol	  Bay	  drift	  permits.	  Such	  a	  buyback	  would	  reduce	  the	  
number	  of	  drift	  gillnet	  permits	  allowed	  to	  participate	  in	  the	  Bristol	  Bay	  salmon	  fishery.	  

In	  response	  to	  the	  survey,	  BBRSDA	  contracted	  with	  Northern	  Economics,	  Inc.	  to	  develop	  a	  
report	  that	  could	  assist	  the	  drift	  fleet	  in	  determining	  whether	  or	  not	  it	  wishes	  to	  further	  explore	  a	  
buyback	  in	  the	  Bay	  drift	  fishery.	  The	  report	  provides	  objective	  economic	  information	  about	  the	  Bristol	  
Bay	  salmon	  drift	  gillnet	  fishery,	  as	  well	  as	  projecting	  how	  different	  buyback	  scenarios	  and	  associated	  
payback	  schedules	  might	  impact	  gross	  and	  net	  revenues.	  	  

It	  is	  important	  to	  note	  that	  this	  report	  does	  not	  address	  the	  socio-‐economic	  information	  
necessary	  to	  fully	  evaluate	  the	  potential	  outcomes	  and	  impacts	  of	  a	  buyback	  program	  in	  the	  Bristol	  
Bay	  drift	  fishery.	  Following	  membership	  review	  and	  analysis	  of	  this	  report,	  BBRSDA	  will	  survey	  its	  
members	  as	  to	  whether	  or	  not	  BBRSDA	  should	  proceed	  with	  a	  socio-‐economic	  impact	  analysis	  of	  a	  
potential	  buyback.	  Both	  analyses	  are	  necessary	  to	  provide	  comprehensive	  information	  upon	  which	  to	  
base	  a	  decision	  regarding	  the	  pros	  and	  cons	  of	  a	  potential	  buyback.	  

The	  BBRSDA	  will	  sponsor	  a	  panel	  discussion	  regarding	  a	  Bristol	  Bay	  permit	  buyback	  at	  the	  
Pacific	  Marine	  Expo	  in	  Seattle	  on	  Thursday,	  November	  20,	  2014	  from	  10–11:30	  a.m.	  Panel	  members	  
will	  include	  representatives	  from	  National	  Marine	  Fisheries	  Service,	  Alaska’s	  Commercial	  Fisheries	  
Entry	  Commission,	  the	  Alaska	  Department	  of	  Fish	  and	  Game,	  and	  the	  author	  of	  this	  report,	  Northern	  
Economics	  Inc.	  The	  BBRSDA	  encourages	  any	  and	  all	  interested	  members	  of	  the	  Bristol	  Bay	  fishing	  
community	  to	  attend	  and	  participate.	  

In	  order	  to	  facilitate	  the	  Expo	  conference,	  BBRSDA	  would	  like	  to	  hear	  your	  thoughts	  on	  this	  
issue	  and	  this	  report	  in	  advance.	  Please	  email	  us	  at	  input@bbrsda.com	  or	  send	  written	  comments	  to	  
800	  E.	  Dimond	  Blvd.,	  Suite	  3-‐131	  #158,	  Anchorage,	  AK	  99515	  by	  November	  14,	  2014.	  
	  
We	  thank	  you	  for	  you	  interest	  and	  input.	  
	  
Sincerely,	  
	  
BBRSDA	  Board	  of	  Directors	  

Robert	  Heyano,	  President	   	   	   	   Fritz	  Johnson,	  Vice-‐President	  
Mike	  LaRussa,	  Secretary/Treasurer	   	   	   Katherine	  Carscallen	  
Matt	  Luck	  	   	   	   	   	   	   Matt	  Marinkovich	  
Larry	  Christensen
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In 1998, a consultant wrote of the British Columbia salmon fishery: “Of the three factors that can 

solve the [salmon] fleet’s financial problems—volume, prices and fleet size—only the third can be 

realistically influenced by government. The other two factors are largely at the whim of Mother Nature 

or world markets” (Gislason et al. 1998). The same could be said of the current Bristol Bay salmon 

drift gillnet (S03T) fishery. The purpose of this white paper is to serve as a resource for the Bristol Bay 

drift gillnet permit holders in the S03T fishery as they consider the prospect of adopting one method 

of influencing fleet size—a fisheries buyback program. This paper does not seek to make buyback 

program recommendations to the BBRSDA or permit holders; rather, it attempts to create a repository 

of data and information relating to a potential buyback under current conditions. Since the paper 

refrains from making recommendations or drawing conclusions, an executive summary is omitted. 

The paper is organized as follows: 

 The remainder of this introduction describes what a buyback program is, drawing on federal 

and State of Alaska definitions.  

 Chapter 2 reviews past and existing U.S. (State of Alaska, in particular) buyback programs.  

 Chapter 3 presents possible ways to structure and implement a buyback program, highlighting 

the potential roles of the state government, federal government and fishing industry. 

 The fourth chapter presents specific characteristics of the S03T fishery that may have 

important implications for the way a buyback is structured and implemented, including the 

number of permits by level of fishing activity and area of residence, permit prices, gross 

earnings per permit, and number of emergency transfers and dual permit registrations.  

 The final chapter identifies possible economic effects of a buyback in the S03T fishery based 

on existing literature on buyback program impacts and on limited mathematical modeling.  

 

In general, fisheries buyback programs, whether they focus on purchasing capital stock (vessel and/or 

gear), the fishing permit, or both, are intended to address the overcapacity, overfishing and 

conservation problems that plague many fisheries (Squires 2010). Within the National Marine 

Fisheries Service (NMFS), these programs fall under the rubric of “fishing capacity reduction 

programs,” which the agency describes as follows:  

A [fishing capacity reduction] program pays harvesters in a fishery that has more 

vessels than capacity either to surrender their fishing permits including relevant fishing 

histories for that fishery, or surrender all their fishing permits and cancel their fishing 

vessels’ fishing endorsements by permanently withdrawing the vessel from all 

fisheries. The cost of the program can be paid by post-reduction harvesters, 

taxpayers, or others. The intent of a program is to decrease the number of harvesters 

in the fishery, increase the economic efficiency of harvesting, and facilitate the 

conservation and management of fishery resources in each fishery in which NMFS 

conducts a reduction program (75 Fed. Reg. 62326 (Oct. 8, 2010)). 

The Alaska Commercial Fisheries Entry Commission (CFEC) describes permit buyback programs as a 

mechanism to reduce the number of permits in a limited entry fishery when the “optimum number” 

of permits is less than the number of entry permits outstanding in the fishery (AS 16.43.310). State 



statute requires that the optimum number be based upon a reasonable balance of the following 

general standards:  

1) the number of entry permits sufficient to maintain an economically healthy 

fishery that will result in a reasonable average rate of economic return to the 

fishermen participating in that fishery, considering time fished and necessary 

investments in vessels and gear;  

2) the number of entry permits necessary to harvest the allowable commercial take 

of the fishery resource during all years in an orderly, efficient manner, and 

consistent with sound fishery management techniques; and  

3) the number of entry permits sufficient to avoid serious economic hardship to 

those currently engaged in the fishery, considering other economic opportunities 

reasonably available to them (AS 16.43.290).  



 

There is significant precedent for federal and state buyback programs. This section provides brief 

overviews of several programs, including two programs conducted in an Alaska salmon fishery 

(Southeast Alaska purse seine salmon fishery). The intention of these overviews is to provide a brief 

historical perspective of buybacks and to show the variety of ways buybacks have been structured for 

different fisheries. The various program design elements outlined here are discussed in more detail in 

Chapter 3. 

 

The first buyback in Washington, and perhaps the first in the United States, occurred in 1977, 

pursuant to the newly enacted Chapter 77.80.020 Revised Code of Washington. This statute 

authorized the Washington Department of Fish and Wildlife (WDFW) to engage in the purchase of 

vessels, gear, state commercial fishing permits, delivery permits and charter boat permits from 

fishermen. Using a $3.5 million grant from the U.S. Economic Development Administration 

(Washington Department of Fish and Wildlife 2008), the WDFW conducted a buyback in the state’s 

salmon fisheries, purchasing 244 Puget Sound gillnetters, 4 Puget Sound reefnetters, and 5 Puget 

Sound seiners plus associated nets and permits.
1
 However, the program reportedly had little effect on 

fishing capacity, as many of the retired vessels were inactive or marginally active. Moreover, because 

many fishermen held more than one permit, funds distributed were frequently used to upgrade other 

vessels and gear (Federal Fisheries Investment Task Force 1999). 

When an additional buyback round was conducted in 1979 using funds leftover from the initial 

phase, two options were provided: under the 30 percent option, the state purchased all the current 

permits on the vessel and then paid 30 percent of the fair market value of the vessel to the owner. 

The owner retained the vessel but could not resume fishing in Washington salmon fisheries for 10 

years. The second option was to purchase the vessel’s permit(s), but with no payment for the vessel 

itself. About 230 permits were sold back to the state without associated vessels and gear, and another 

11 were sold with a vessel payment.  

In 1980, Congress appropriated $1 million for a permit-only buyback, with priority to permit holders 

based on the length of time they had held their permits. Approximately 194 gillnet, purse seine, reef 

net, sport charter and troll permits were purchased. Between 1981 and 1986, 32 percent of 

Washington salmon fishery permits were removed through a permit retirement program funded at 

$2.5 million per year from 1981 to 1985 and $1 million in 1986 (Federal Fisheries Investment Task 

Force 1999). 

In 1995 and 1996, the state spent about $9.3 million in federal funds obtained through the fishery 

disaster assistance provision (§ 4107(d)) of the Interjurisdictional Fisheries Act to conduct buyback 

programs in its coastal salmon fisheries (U.S. General Accounting Office 2000).
2
 To initiate the disaster 

assistance programs, the Governor of Washington requested relief from the U.S. Secretary of 

Commerce, who after a review, declared the disaster, and Congress appropriated the funds. The state 

                                                   

1 The impetus for the Washington buyback programs in the 1970s and 1980s was the Boldt court decision of 

1974, which held that treaties between the United States and local Indian tribes entitled those tribes to over half 
of the salmon and trout caught in the Puget Sound area. This decision substantially reduced the salmon 
available to the non-Indian commercial fisheries (Muse 1999). 

2 Most of the Washington buyback programs in the 1990s were motivated by declines in salmon production 

caused by El Niño/Southern Oscillation events and other natural factors (Muse 1999). 



was then delegated management of the programs on behalf of the Secretary. In a reverse auction 

bidding process, the two buyback programs removed 262 troll permits, 135 Columbia River gillnet 

permits, and 41 sport charter permits. No vessels were purchased, and no conditions were put on 

future activities by the permit holder or the vessel (Muse 1999; Washington Department of Fish and 

Wildlife 2008).  

Two years later in 1998, the state spent an additional $3.5 million in federal funds authorized under 

the Magnuson-Stevens Fishery Conservation and Management Act (MSA) disaster assistance provisions 

and $1.2 million in state funds to purchase 391 state fishing permits in its salmon fisheries (U.S. 

General Accounting Office 2000).
3
 This program was conducted in two phases. In the first phase the 

state quoted prices above market prices and fishermen submitted offers to sell at those prices. Offers 

were accepted on a first-come first-serve basis, or by lottery in the case of multiple offers with an 

equal claim to acceptance. Any money left over from this first phase was to be spent in a second 

phase. The state did not purchase vessels with buyback funds but prevented some participants from 

fishing in the state salmon fishery for 10 years (Muse 1999; U.S. General Accounting Office 2000; 

Washington Department of Fish and Wildlife 2008). 

An additional buyback program was initiated in response to aspects of the 1999 Pacific Salmon Treaty 

revision negotiated by the U.S. and Canada. The U.S. government pledged to provide up to 

$30 million, and the state up to $5 million, to purchase the permits of non-treaty-Indian commercial 

salmon fishermen affected by new Pacific Salmon Treaty provisions. This buyback was also able to 

respond to a state analysis of optimal fleet size, and goals for the numbers of permits to remain for 

each gear type were established (Washington Department of Fish and Wildlife 2008). The buyback 

was phased in over a three-year period, implemented by the WDFW. Under the program, the state 

paid fixed prices for purse seine, gillnet and reef net permits. Applications for the sale of purse seine 

permits were ranked based on past participation in summer and fall Puget Sound salmon fisheries, 

while the purchase of Puget Sound gillnet and reef net permits were based on a random drawing of 

applicants for each type of permit (Washington Department of Fish and Wildlife 2001). 

 

Congress authorized up to $100 million to finance a federally managed buyback program in the 

Bering Sea and Aleutian Islands (BSAI) crab fisheries under § 312(b) of the MSA. In 2004, NMFS 

conducted a referendum to determine the industry’s willingness to repay a fishing capacity reduction 

loan to purchase the permits identified in the reduction plan. Of the 283 votes received, 

approximately 93 percent approved the fees. In a reverse auction bidding process, the program 

removed 25 vessels and 62 permits for $97 million from the BSAI crab fisheries. Fees for repayment of 

the loan are being paid on harvests of the various crab species. Fish sellers are required to pay the fee, 

and all parties making the first ex-vessel purchase of the crab are required to collect the fee (based on 

the crab’s full delivery value), account for and forward the fee revenue to repay the loan. The current 

fee rate is 2.5 percent for Bristol Bay Red king crab and 5 percent for the other crab species. Fee 

collection to repay the 30-year loan began on October 17, 2005. The interest rate is fixed at 

6.54 percent (National Marine Fisheries Service 2014a). 

                                                   

3 § 312(a)(3) of the MSA requires a 25 percent state participation in a fishery disaster relief program, and the 

Washington State Legislature duly appropriated $1.2 million for the buyback program (Muse 1999). 



 

Congress authorized a $46 million federally managed buyback program under § 312(b) of the MSA, 

of which $10 million was appropriated, and the remainder to be financed under Title XI of the 

Merchant Marine Act. In 2012, NMFS conducted a referendum to determine the industry’s 

willingness to repay a fishing capacity reduction loan to purchase the permits identified in the 

reduction plan. The vote, weighted by debt obligation for each fishery, was 85.5 percent yes; the 

non-weighted vote was 757 in favor and 348 against. In a reverse auction bidding process, the 

program removed 91 vessels and 239 permits from the groundfish trawl fishery and associated 

corollary fisheries of Dungeness crab and pink shrimp off the California, Oregon and Washington 

coast. Fees for repayment of the loan are to be paid on groundfish harvests using federal trawl 

permits. Fish sellers are required to pay the fee, and all parties making the first ex-vessel purchase of 

groundfish are required to collect the fee and forward the fee revenue for the purpose of repaying the 

loan. The current fee rates are: 1) Washington Dungeness crab—0.16 percent; 2) Oregon Dungeness 

crab—0.55 percent; 3) California pink shrimp—5.0 percent; and 4) groundfish trawl fishery—5.0 

percent. The interest rate of the 30-year buyback loan was fixed at 6.97 percent (National Marine 

Fisheries Service 2014c). 

 

In 2004, the Southeast Revitalization Association (SRA) was formed under AS 16.40.250 for the 

purpose of promoting fishing fleet consolidation in the Southeast Alaska purse seine salmon fishery. 

The SRA implemented an industry run permit buyback program in 2008 using a $2.9 million Pacific 

Coastal Salmon Recovery Fund (PCSRF) grant administered by the Alaska Department of Fish and 

Game (ADF&G).
4
 The buyback program was administered by the SRA manager and board of 

directors, but the SRA consulted with the CFEC to establish program requirements relating to 

notification, bidding procedures, method of payment and administration. In addition, program 

administration was conducted consistent with the statement of work filed with the ADF&G as part of 

the PCSRF grant process. The SRA retained the CPA firm of Elgee Rehfeld Mertz, LLC to receive and 

log bid applications. The SRA manager processed the accepted bids and handled the logistics of 

permit purchasers and ultimate relinquishment of permits by the CFEC. Decisions regarding the 

maximum purchase price and acceptance of a bid were made by the SRA board of directors. Under a 

reverse auction system the program reduced the fleet by 35 permits (Southeast Revitalization 

Association 2008).  

In 2011, a federally managed buyback program in the Southeast Alaska purse seine salmon fishery 

was initiated under § 312(b) of the MSA using a $23.5 million loan authorized by Congress. In 2012, 

NMFS conducted a referendum to determine the industry’s willingness to use and repay $13.1 million 

of the loan amount to remove 64 permits. NMFS received 269 votes of which 215 approved the fees. 

The initial fee rate necessary to repay the loan was established at 3 percent of landed value when fee 

collection began July 22, 2012. NMFS determined this rate was generating more than necessary to 

amortize the 40-year loan, and thus reduced the fee rate to 1.5 percent effective June 1, 2013. The 

interest rate is fixed at 4.57 percent (National Marine Fisheries Service 2014b). 

                                                   

4 The PCSRF is a reimbursement only grant program. Therefore, the SRA was first required to expend funds 

before seeking reimbursement. To initiate the program, the SRA borrowed $1.4 million from the Seine Vessels’ 
Reserve, a for profit affiliate of the Purse Seine Vessel Owners Association. This loan was made without 
interest. 



This buyback program was different from other industry-financed fishing capacity reduction programs 

undertaken by NMFS under § 312(b) of the MSA in several aspects: 1) It was the first permit-only 

buyback, i.e., fishing history was not retired and there were no restrictions on how the vessel to which 

the relinquished permit applied could be used; 2) there were no federal permits involved, whereas all 

other NMFS-supported reduction programs have included the buying and relinquishing of federal 

permits; and 3) it was anticipated to attract mainly latent permits. In addition, unlike buybacks 

conducted under federal statutes where permits are permanently revoked, under the Alaska 

Constitution, the state may reissue permits in the future if the fishery becomes too exclusive (76 Fed. 

Reg. 29707 [May 23, 2011]).  



 

There are many possible ways to structure and implement a buyback program. In this section, 

components of authority and design of a buyback program are discussed, including the following: 

 Authority to conduct a buyback program: What entities have authority under what laws to 

conduct a buyback? For each buyback authority, what are the steps needed to initiate and 

implement the process? 

 Authority to provide funding: What entities have authority under what laws to appropriate 

funds for a buyback? To provide loans for a buyback? 

 Buyback program design: Who would be eligible to participate in a buyback? Who would pay 

for a buyback? What should the buyback purchase? What is the long-term effect of a buyback 

on fishing capacity? 

Although these topics are discussed in turn, decisions involving each are closely interconnected; 

therefore, the discussions include extensive cross-references.  

 

This section describes the different roles the state government, federal government and fishing 

industry may play in the development and implementation of a buyback program. The role each 

entity plays depends on the statute under which the program is conducted.  

 

 

The Alaska Limited Entry Act (AS 16.43.010 - 16.43.990) authorizes the State of Alaska to conduct a 

voluntary buyback program. Specifically, under AS 16.43.310, the CFEC has the authority to work 

with stakeholders to develop a state-managed buyback program. As discussed in Section 1.1, the 

function of a buyback program under the Limited Entry Act is to reduce the number of limited entry 

permits in a commercial fishery to a number considered optimum for the fishery’s long-term benefit.
5
 

To paraphrase the statutory standards, a buyback program under the Limited Entry Act would be 

required to reduce permits down to numbers that served three goals: (1) an economically healthy 

fishery providing a reasonable average rate of economic return to the participants; (2) a well-

conserved fishery capable of capturing the allowable commercial harvest “during all years” in an 

orderly and efficient manner; and (3) a fishery with a sufficient number of permits to protect the 

reliance interests of those individuals dependent on the fishery and lacking reasonably available 

economic alternatives. The “during all years” language, together with the opportunity to modify an 

optimum number in response to substantial changes of circumstance over time, suggests a long-term 

commitment to the well-being of a fishery and its participants. A buyback program demonstrated to 

serve these goals would come within the CFEC’s statutory authority (Commercial Fisheries Entry 

Commission 2008). 

                                                   

5 CFEC has not commented, or been asked to comment, at this stage as to whether or not a new optimum 

numbers study would be required before a buyback could start. A new study could affect the timeline of a 
buyback. 



To date, no CFEC-administered buyback program has been implemented; consequently, all of the 

steps needed to initiate and implement such a program are uncertain. However, state statute requires 

the CFEC to adopt regulations providing for the purchase of permits with money in the buyback fund 

for each fishery (AS 16.43.320). If the buyback funds are in the form of a “loan” with a required loan 

payback, then the CFEC would need to establish regulations for buyback assessments under 

AS 16.43.310(b). As discussed in Section 3.2, other agencies, such as the Alaska Department of 

Revenue, and the legislature would also need to be involved. Presumably, the CFEC would be tasked 

with conducting the buyback auction and retiring permits that were bought out. 

State statute further requires the CFEC to terminate a buyback assessment when it determines that the 

amount of revenue collected through the assessment is sufficient to purchase the number of permits 

necessary to achieve the optimum number of permits in the fishery and to offset the reasonable costs 

of the buyback program for the fishery, including repayment of any debt the commission was 

authorized to incur to capitalize the buyback fund for the fishery. The CFEC must cease purchases of 

permits when the number of entry permits in the fishery has been reduced to the optimum number 

(AS 16.43.320). It is unclear if the CFEC would limit future participation in the fishery by successful 

buyback participants.  

The Alaska statutes authorizing a CFEC-administered buyback program are compiled in Appendix A. 

 

Alternatively, the Alaska Limited Entry Act authorizes permit holders in a state salmon fishery to form 

a qualified salmon fishery association (SFA) under AS 16.40.250 and conduct fleet reductions by 

private initiative. An SFA is “qualified” if the CFEC determines that the regional association 1) is 

incorporated as a nonprofit corporation under AS 10.20; 2) is comprised of interim-use permit and 

entry permit holders in the salmon fishery for which the association is established; and 3) has a board 

of directors that is comprised of interim-use permit and entry permit holders in the salmon fishery. 

The study has not explored whether the BBRSDA would qualify as an SFA or whether a new 

organization would need to be formed. 

Once an SFA is formed, members can vote to assess themselves up to five percent of the value of the 

salmon sold in the fishery (AS 43.76.220). The assessment must be approved by a two-thirds majority 

vote of the eligible interim-use permit and entry permit holders in the fishery following an election 

process described in AS 43.76.230.
6
 Under AS 43.76.270, the state legislature can then appropriate 

the money collected from the assessment to the ADF&G for funding the association. The fishery 

association must develop an annual operating plan to expend the funds, and consolidation of the 

fishing fleet (by means of a buyback program or other method) must be a valid purpose of the plan. 

The ADF&G may assist an SFA in developing its annual operating plan, but at this time the BBRSDA 

has not approached ADF&G regarding its potential role. 

Under AS 16.43.150(i), any permit holder may relinquish his/her permit back to the state. By means 

of this statute, an SFA can retire permits by paying a permit holder to surrender his/her permit 

(Commercial Fisheries Entry Commission 2008). An SFA must submit an annual report to the ADF&G 

                                                   

6 An “eligible interim-use permit and entry permit holder” means an individual who, 90 days before the date 

ballots must be postmarked to be counted in an election, is listed in the records of the CFEC as the legal holder 
of an interim-use permit for salmon fishing gear or an entry permit for salmon fishing gear that authorizes the 
individual to fish commercially in the salmon fishery for which the salmon fishery assessment is to be approved 
(AS 43.76.230(g)). 



and to the members of the association describing the activities of the association and how those 

activities are consistent with the articles of incorporation and bylaws of the association.  

The Alaska statutes authorizing an SFA-administered buyback program are compiled in Appendix A. 

 

A third alternative would be to implement a federally managed buyback program under § 312(b) of 

the MSA. These buybacks pay fishermen either to 1) surrender their fishing permits or 2) both 

surrender their permits and either scrap their fishing vessels or restrict vessel title to prevent fishing. 

Buybacks can involve either a federal or state fishery. If the fishery involved is subject to state 

authority (as in the case of the S03T fishery), the request must be made by the governor of the state 

exercising management authority over the fishery, or by a majority of permit holders in the fishery 

who wish to conduct a buyback program. The request must be accompanied by the appropriate 

analyses that demonstrate the need for the program and the program’s cost-effectiveness. Once 

NMFS agrees to implement the buyback, the agency develops an implementation plan and 

implementing regulations. This process takes place over a 105-day period to accommodate public 

comment. Appendix B outlines the steps in an industry-funded program in a fishery subject to state 

authority. 

Buybacks under the MSA can be funded by a variety of sources (Section 3.2), including a long-term 

loan from the federal government to the fishery (called industry-funded buybacks), to be repaid by the 

industry by post-buyback landing fees. In an industry-funded buyback, it would be a conflict of 

interest for the lender (NMFS) to develop the “business plan” of the borrowers (post-buyback permit 

holders).
7
 Consequently, NMFS requires fishing industry supporters of a buyback to prepare their own 

“harvester proponents’ implementation plan” (MSA § 312(e)(3)), which is essentially a “roadmap” of 

the buyback methodology. NMFS will, however, provide industry supporters with whatever fisheries 

data, statistics, or other public information may be relevant to plan development. In addition, NMFS 

will, upon request, also review and comment on buyback program plans during their development 

stage (NOAA Office of the Chief Information Officer 2012). It is also possible that government could 

help fund the cost of developing the harvester proponents’ implementation plan. A variety of federal 

and state grants might be available for this purpose—Saltonstall-Kennedy grants are one example; 

grants under MSA § 312(a) might be another (National Marine Fisheries Service 1997).
8
 Appendix C 

outlines the contents of a harvester proponents’ implementation plan. 

Fishermen requesting an industry-funded program must be responsive to the practical necessity that 

their implementation plan reflects fairly the needs, interests and desires of a broad spectrum of the 

buyback fishery’s permit holders. The buyback program request must involve both those who may 

wish to leave the fishery (be bought back) and those who may wish to remain in the fishery (repay the 

buyback loan). Buyback development planners must demonstrate this involvement by extensive 

coordination among permit holders during plan development as well as by surveys of permit holders. 

Buyback program requests that are not realistic and broadly supported by the fishermen affected have 

little chance of referenda approval and may waste considerable time and effort (NOAA Office of the 

Chief Information Officer 2012).  

                                                   

7 Lenders do not develop business plans and then look for parties willing to borrow the lenders' funds and effect 

those plans with it; instead, lenders seek prospective borrowers with sound business plans that lenders can 
evaluate and judge worthy or unworthy of credit (National Marine Fisheries Service 1997). 

8 MSA § 312(a) provides the authority and requirements for fishery disaster assistance. 



The protocols and administrative restrictions/requirements that are part of a buyback program 

implemented under § 312(b) of the MSA may or may not be acceptable to state leadership or fishing 

industry participants. Any deviation from this lengthy regulatory process can result in buyback 

program delays. For example, in the buyback of Southeast Alaska salmon seine permits described in 

Section 2.4, organizers of the buyback were forced to redo a reverse auction to determine those 

willing to sell out of the fishery because the auction occurred prior to the completion of the NMFS 

regulatory process.
9
 The State of Alaska has more administrative flexibility when a buyback program 

does not involve NMFS involvement pursuant to the MSA. However, development of any buyback 

program, whether it be conducted under the Alaska Limited Entry Act or the MSA, will take time, and 

may require statutory changes, as well as regulatory changes (Commercial Fisheries Entry Commission 

2004). It is noteworthy that every buyback program implemented under § 312(b) of the MSA, 

including the BSAI King and Tanner Crab Buyback Program (Section 2.2) and second Southeast Alaska 

Purse Seine Salmon Buyback Program (Section 2.4), was implemented under specific congressional 

legislation. Each adhered to some of the MSA provisions but removed others (National Marine 

Fisheries Service 2014d). 

The MSA provision authorizing a fishing capacity reduction program is presented in Appendix D. 

 

 

For a CFEC-administered buyback program (Section 3.1.1.1), the CFEC may establish by regulation a 

permit buyback assessment for each fishery for which the commission has established a buyback fund. 

The amount of the assessment may not exceed seven percent of the value of fish that a permit holder 

in the fishery removes from the state or transfers to a buyer in the state (i.e., the permit holder’s gross 

earnings). The Alaska Department of Revenue would collect the assessment and would separately 

account for the amounts collected and interest accrued on the amounts collected (AS 16.43.310(b)).  

An investment, such as a state loan to be repaid over time from the assessment, would be necessary 

for a buyback program to have an initial impact making it practicable for remaining fishermen to tax 

themselves to pay off the cost. There is no statutory provision, however, for any initial investment in a 

CFEC-administered buyback program. Without a funding mechanism for a front-loaded purchase and 

retirement of permits, such a program may attract little support from the permit holders (Commercial 

Fisheries Entry Commission 2008).
10

  

                                                   

9 The final rule published by NMFS to implement a buyback in the Southeast Alaska purse seine salmon fishery 

states that bidders participating in the auction must have an opportunity to examine the final regulations and 
consult with legal counsel, as necessary, prior to submitting their bids. NMFS informed the SRA that this could 
not have occurred since the auction occurred before the final rule had been published. 

10 One option is a “pay-as-you-go” or incremental approach whereby a buyback program purchases permits on 

an annual basis with funds raised each year through an industry levy. The largest incremental reductions in 
permits would be in the first few years of the program, when fees or taxes are captured from the most existing 
permit holders and when permit prices are lowest. Then over time, the annual funding would decline, and permit 
prices would increase due to increasing revenues per permit and development of expectations by permit 
holders for further increase in the value of their holdings. So while this approach would avoid interest carrying 
charges, it might ultimately be more costly to achieve the same overall effort reduction than a plan which 
removes a large number of permits at once while permit prices are still small (Walters et al. 2007; Squires 
2010). 



In an industry-funded buyback conducted under the Alaska Limited Entry Act (Section 3.1.1.2), once 

the qualified SFA is formed, fishermen can vote to assess themselves up to 5 percent of the value of 

the salmon sold in the fishery. The state legislature may then appropriate the money collected from 

the assessment to the ADF&G for funding the association’s buyback program. It might also be possible 

for permit holders to seek special funding for a buyback program that was in the form of a “grant” 

rather than in the form of a loan that needed to be repaid by permit holders. Such funding would 

make a buyback option much more attractive to permit holders (Commercial Fisheries Entry 

Commission 2004). For example, as described in Section 2.4, the SRA implemented an industry-run 

permit buyback program in the Southeast Alaska purse seine salmon fishery using a PCSRF grant 

administered by the ADF&G. 

With respect to a buyback program implemented under § 312(b) of the MSA (Section 3.1.2), the 

program may be funded by any combination of the following: 1) appropriations of 

Saltonstall-Kennedy Act revenues; 2) appropriations, in general, for the purposes of fishing capacity 

reduction; 3) contributions from state or other public sources or private or non-profit organizations; or 

4) an industry fee system established under § 312(d) of the MSA and in accordance with § 1111 of 

title XI of the Merchant Marine Act, 1936.
11

 The first two funding alternatives are subject to 

Congressional fiscal priorities, and federal budget cutbacks may limit their potential. The third 

alternative also appears to have limited potential, as there has never been a state-funded buyback 

program in Alaska. The fourth alternative has been most used to facilitate successful implementation 

of federal buyback programs initiated since 2002. As described in Section 2, the BSAI crab, Pacific 

coast groundfish and Southeast Alaska purse seine salmon buyback programs, all of which were 

implemented under § 312(b) of the MSA, utilized industry fee systems to finance the purchase of 

permits or vessels.  

An industry fee system established under § 312(d) allows the fishing industry to self-generate buyback 

programs under regulations developed by NMFS. Title XI is the lender, and the borrower is, in effect, 

everyone who fishes in a post-buyback fishery. The repayment of an industry-funded program is 

dependent on the collection of fees by the first purchasers of the fish from the buyback fishery, or 

NMFS may determine that the fees should be collected from the seller. These fees are remitted by the 

fish buyer or seller to a lockbox at the U.S. Treasury Department where they are eventually applied 

against the buyback loan. Of note is the limitation of fees to a maximum of 5 percent of the ex-vessel 

value of all fish harvested from the fishery for which the program is established, limitation of loans to 

not more than $100 million and the limitation of the loan period to a maximum of 20 years.
12

 The 

annual rate of interest on the loan is fixed at 2 percent, plus an additional percentage the U.S. 

Treasury requires NMFS to pay as interest on the cost of borrowing its funds (46 USC § 53735). The 

fees remain in effect until the debt obligation has been fully paid. 

If an industry fee system is used to fund a buyback program, NMFS must conduct a referendum on 

such system (government-funded buybacks require no referenda). An industry fee system is 

considered approved if the votes which are cast in favor of the proposed system constitute a two-

thirds majority (MSA § 312(d)(1)(B)). The referendum is conducted after the bid process occurs 

(Section 3.3.4); however, NMFS may also conduct a pre-bid referendum upon industry request. The 

referendum assumes that fishermen will only vote to borrow money for a buyback that represents 

                                                   

11 Regardless of the source, all funds for a buyback program implemented under the MSA must be paid into the 

fishing capacity reduction fund established under § 1111 of title XI of the Merchant Marine Act, 1936. 
12 These loan conditions can be modified by Congressional legislation specific to a particular buyback program 

(National Marine Fisheries Service 2014d). For example, the Southeast Alaska Purse Seine Salmon Buyback 
Program implemented under § 312(b) of the MSA received a 40-year loan (Section 2.4). 



their best fisheries management judgment (National Marine Fisheries Service 1997). Considering that 

fishermen are typically highly heterogeneous, with conflicting ideas about what represents the “best 

fisheries management,” it is often difficult to reach widespread consensus about whether and how to 

enforce an equitable distribution of buyback costs over an entire fishing fleet (Walters et al. 2007).
13

 

In the event that a two-thirds majority of permit holders do not agree to proceed with an industry-

funded buyback program, the buyback ceases and bidders have no further bid obligation. 

 

As discussed above, buyback costs can be paid by the federal or state government, other public 

entities, private organizations or the fishing industry itself. A buyback solely funded by government or 

some other outside party provides greater benefit to the remaining permit holders in the post-buyback 

fishery in that it does not impose a cost burden in the form of fees or taxes. However, while some 

fishermen might prefer that the government or some other outside party pay for all buyback costs, the 

fiscal reality is that an industry-funded buyback program, whether it be undertaken under the Alaska 

Limited Entry Act or the MSA, may be the only practical way for a buyback to occur. 

Moreover, equity suggests that since post-buyback participants in the fishery will benefit most from a 

buyback, they should pay most of its cost. A primary goal of most buyback programs is to improve the 

profitability of the fleet by increasing post-buyback production and/or decreasing harvesting costs, and 

to enable a more stable industrial future for post-buyback participants, free of excessive competition 

(National Marine Fisheries Service 1997). Put very simply, one aim of a buyback program is to provide 

an opportunity for the remaining fishermen to increase their slices of the pie (Holland et al. 1999). 

Given this distribution of benefits, taxpayers may well ask, “If those who will most directly benefit 

from buyback are not themselves willing to help pay for it, why should we be willing to pay for it all?” 

This is not an easy question to answer; if fishermen are unwilling to use the means at their disposal to 

help finance their own fishing capacity future, some may consider them content with whatever the 

capacity status quo brings (National Marine Fisheries Service 1997). In addition, an industry-funded 

buyback may be the best guarantee that program costs will be minimized—as long as someone else is 

paying for 100 percent of something that benefits you, cost may not be your primary concern; if you 

are paying for some or all of it, however, cost is always one of your primary concerns (National 

Marine Fisheries Service 1997). 

Some circumstances may, however, justify federal or state government subsidizing some portion of 

buyback program costs. Appropriating part of the cost of a buyback might, for example, provide the 

incentive necessary for fishermen to vote for a buyback loan financing the balance of the buyback’s 

cost. In addition, fisheries resource disasters (like those contemplated under MSA § 312(a)) may justify 

greater federal or state subsidies. It is important to note that any buyback program involving federal 

funds, even funds in the form of a loan, would likely require strong and coordinated support from the 

state governor, U.S. senators and/or representatives and the fishing industry.  

On the other hand, the fees used to repay loans in an industry-funded buyback can place a 

substantial financial burden on the fishermen remaining in the fishery, especially when those fees 

combine with other fishing cost pressures. An example of this cumulative burden can be found in the 

Pacific coast groundfish fishery, which, as discussed in Section 2.4, initiated an industry-funded 

                                                   

13 Dealing with non-supporters throughout the buyback program development process is an important leadership 

element in any buyback program, since not everyone will agree with the program. Some non-supporters will 
become deterrents. Non-supporters can come from the fishery in question or from people outside of the industry 
who are sincerely opposed to such an approach (Squires et al. 2006). 



buyback program in 2003 under § 312(b) of the MSA. The loan period was 30 years with a 6.95 

percent interest rate and 5 percent ex-vessel landing fee for the groundfish fleet. Unfortunately, NMFS 

did not establish a mechanism to collect loan payments until 2005, resulting in over $4 million in 

interest to accrue before the fleet was able to make its first payment.
14

 Additional financial burdens 

were placed on the groundfish fleet in 2011, when the Pacific coast groundfish fishery transitioned 

into an individual transferable quota (ITQ) program conducted under § 303A of the MSA. While the 

ITQ program promises a more sustainable fishery by helping ensure long-term fishing capacity 

reduction (Section 3.3.5), it comes with substantial costs to industry. Fishermen must cover the 

expense of carrying a federal observer on every trip and a 3 percent cost recovery fee to support the 

program.
15

  

In 2013, as a result of the inability of Pacific coast groundfish fishermen to keep pace with interest 

and principal obligations of the buyback loan, a coalition of U.S. senators and representatives 

introduced legislation (referred to as the Revitalizing the Economy of Fisheries in the Pacific Act) that 

would help support the groundfish fishing industry. The legislation extends the length of the buyback 

loan from 30 to 45 years; guarantees that the debt obligation paid by the fisherman will not exceed 3 

percent of the ex-vessel value of all the fish harvested (as opposed to the initial 5 percent fee); and 

allows the loan to be financed at the lower current interest rates.  

 

 

All of the buyback programs described in Chapter 2 were voluntary, and all permit holders of the 

fisheries affected were eligible to participate. In the case of a buyback program in the S03T fishery, it 

is likely that all persons who possess a current S03T fishery permit issued by the CFEC would be 

eligible to participate (submit bids) in the permit buyback program. As in previous buyback programs, 

participation would be strictly voluntary, but submission of a bid would constitute agreement to the 

terms of the program. 

It is important to note that although it would be legally difficult to bar outright certain permit holders 

from participating in a buyback program based on their residency, level of fishing activity, or some 

other factor, it is possible to design a buyback so as to favor the removal of permits with particular 

characteristics. Program design elements, such as bid ranking systems (Section 3.3.4.2), that make 

certain permits more likely to be removed from the fishery than others are discussed in the following 

sections. In addition, fisheries managers (i.e., ADF&G or CFEC) could be requested to set a control 

date that would serve as a cutoff date for potential use in establishing eligibility criteria for 

participation in a buyback program. To say that this element could be requested does not mean that 

these entities would agree to the request. A buyback program could give various weighted 

considerations to those active in the fishery before and after the control date. In addition, a control 

date could help prevent speculative permit purchases in the fishery prior to implementation of the 

                                                   

14 The 18-month gap between loan dispersal and repayment occurred because the buyback was required to 

begin implementation within 90 days of becoming public law, and at that time no fee collection system had yet 
been designed or codified. 

15 In an ITQ program or other fishery rationalization program conducted under § 303A of the MSA, NMFS is 

required to collect fees equal to the actual costs directly related to the management, enforcement and data 
collection (management costs) of the program. These cost recovery fees may not exceed 3 percent of the ex-
vessel value of the fish harvested under the program (§ 304(d)(2)). 



buyback program, thereby forestalling a sudden increase in permit prices caused by expectations of 

improved incomes in the post-buyback fishery (Section 5.1). Control dates may be established 

prospectively or retroactively. 

 

 

The target of most buyback programs has been either fishing permits and/or fishing vessels. In a CFEC- 

or industry-administered buyback program authorized by the Alaska Limited Entry Act (Sections 

3.1.1.1 and 3.1.1.2), only permits would be purchased; no vessels would be purchased, and no 

conditions would be put on future activities by the vessel. Applicants owning and wishing to sell more 

than one permit would likely submit bids separately for each permit. The CFEC may reissue permits in 

the future if the fishery becomes too exclusive. 

In the case of a buyback program implemented under § 312(b) of the MSA (Section 3.1.2), the vessel 

and permit, or the permit alone may be purchased. If both the permit and vessel are purchased, the 

vessel must be either scrapped or subjected to title restrictions (including loss of the vessel’s fisheries 

endorsements) that permanently prohibit and effectively prevent its use in fishing in federal or state 

waters, or fishing on the high seas or in the waters of a foreign nation. Clearly, this limits the vessel 

from being used to participate in any other permitted fisheries. If only the permit is purchased, the 

(former) permit holder may be prohibited from re-entering the fishery for which the program was 

established. 

If the funding level is sufficient, both vessels and permits could be purchased in a buyback 

implemented under § 312(b) of the MSA. Buying back vessels without permits, although affording the 

immediate removal of surplus capacity from the fishery, results in an imbalance between the number 

of available permits and the number of vessels attached to those permits. These “excess” permits may 

provide incentives for additional vessels to enter the post-buyback fishery, particularly if the fishing 

history is associated with the permit. Hence, over time, capacity in the fishery may return to or 

exceed pre-buyback levels (Larkin et al. 2004).  

Generally, the purchase of vessels has been unnecessary to meet the goals of a buyback program, and 

would significantly reduce the number of permits retired through this program with the funding 

available (Squires 2010). However, buying back permits without the vessels can also lead to an 

imbalance in which there is an excess supply of “available” vessels in relation to “allowable” vessels in 

the fishery. Vessels that are no longer able to fish the permitted fishery are likely to gravitate to other, 

potentially already overcapitalized, fisheries (although recent buyback programs have limited these 

adverse “spillover” effects by including titling restrictions on future vessel use in fisheries) (Larkin et al. 

2004). 

 

Purchasing only the permit frequently removes mainly those vessels that are inactive or nearly so. 

Inactive vessels or those with low activity may have their primary focus in other fisheries, and hold 

permits more as options to fish (Squires 2010). Permit holders with inactive vessels are often, but not 

always, the most willing sellers of permits in a buyback given their lack of participation in the fishery.
16

 

                                                   

16 Marginally engaged fishermen may also be the least prepared to engage in the process of submitting a bid for 

their permit because the value of their permits tend to be generated not from current usage, but more 

 



The permits of these vessels are often termed latent permits, as the vessels could suddenly actively 

participate in the fishery if the resource stock, market conditions or regulations change.  

Because holders of latent permits are not currently participating in the fishery, the purchase of their 

permits would have no immediate beneficial effect on the economic performance of the fishery; it 

would neither increase the production nor decrease the harvesting costs of the vessels that remain in 

the fishery. To ensure that active permits are removed in a buyback program, permit purchase criteria 

in a reverse auction can include not only the bid amount, but also some measure of individual fishing 

production (Section 3.3.4). Another potential disadvantage of a buyback program that targets latent 

permits is that it could make it more difficult to enlist support for the program because some active 

permit holders may resent paying inactive fishermen to give up their permits. One observer expressed 

this resentment during the Southeast Alaska Purse Seine Salmon Buyback Program (Section 2.4) as 

follows: “Why not just lobby… to have the state ‘retire’ latent permits if not active for several years? 

That would cost us nothing and the State of Alaska would be cleaning up their own mess instead of 

putting it on the backs of the hard-working [Southeast] Alaskan seiners” (Deckboss 2011). 

On the other hand, the purchase of latent permits can be important in terms of limiting future 

increases in fishing effort. Two buyback programs conducted by NMFS in the New England groundfish 

fishery illustrate the importance of considering latent permits. In the first buyback, which took place in 

two phases between 1995 and 1998, NMFS spent $24.4 million to remove 79 fishing vessels, the 

fishing permits that allowed these vessels to catch groundfish, and all other federal fishing permits 

associated with these vessels. NMFS also required that the vessels it purchased be scrapped or 

transferred to activities other than fishing. While the program initially eliminated 79 vessels from the 

fishery, 62 vessels subsequently became active because the buyback did not take steps to prevent 

fishermen from using previously inactive vessels and permits (U.S. General Accounting Office 2001). 

The second buyback program, which NMFS conducted in 2001, only focused on inactive permits. 

The permit buyback was initiated when groundfish stocks were recovering but there was considerable 

concern about activation of latent effort. It was believed that entry of formerly inactive vessels would 

thwart gains in recovery. In this respect, the permit buyout was designed to remove as much potential 

fishing capacity as possible before latent effort could be activated (Thunberg et al. 2007). 

As noted in Section 2.4, one way in which the buyback program in the Southeast Alaska purse seine 

salmon fishery is different from other industry-financed buybacks undertaken by NMFS under 

§ 312(b) of the MSA is that it was anticipated to attract mainly latent permits. The buyback simply 

purchased permits with the lowest bids. This approach would be expected to indirectly target inactive 

or part-time fishermen because, as noted above, permits are less valuable to these individuals.
17

 While 

this approach does not prohibit more active permit holders from participating in the buyback, they 

would be giving up a more productive asset (permit) for the same sum of money than a less active 

permit holder (Holland et al. 1999). 

                                                                                                                                                              

amorphous sources such as expected future usage which differs significantly from past usage patterns or a 
desire to pass on a permit to children. The uncertainty these individuals face in the bid-formulation process may 
lead to lower participation rates than otherwise anticipated (DePiper 2012). Squires (2010) suggests that 
participation by these individuals might be increased by a dry-run of the permit buyback auction (Section 3.3.4); 
for example, fishermen could practice with computer programs of simulated auctions and markets to fully learn 
the price-formation process.  

17 Under the Southeast Alaska Purse Seine Salmon Buyback Program, each permit, including inactive permits, 

constituted additional, if not equal, fishing capacity. The only constant measurement of fishing capacity in the 
fishery was the permit. By definition, therefore, relinquishing 64 of the 379 permits was equal to a 16.9 percent 
permanent and sustainable reduction in fishery capacity (SRA 2012). 



During the Pacific Coast Groundfish Buyback Program (Section 2.3) questions were raised about the 

likelihood that permit/vessel owners who were bought out under the program would rejoin the 

buyback fishery by simply purchasing a latent permit and vessel. As discussed in Section 3.3.2.1, 

permit holders may be prohibited from re-entering the fishery for which a buyback program was 

established. It is unclear whether a similar action could take place in a state fishery such as the S03T 

fishery. Following completion of the buyback program, NMFS analyzed permit latency in the 

groundfish limited entry trawl fleet to determine whether a significant number of unused or 

infrequently used permits remained in the fishery. NMFS found no need to take remedial action given 

evidence for relatively low occurrence of highly latent permits and the apparent lack of concern 

among industry members who would bear responsibility for repaying the loan that funded the 

buyback (National Marine Fisheries Service 2004). 

 

As discussed in Sections 1.1 and 3.1.1, state law allows the CFEC to establish a buyback program with 

the object of reducing the number of permits to a level that meets goals set forth in the Alaska Limited 

Entry Act. This optimum number established by the CFEC provides a basis for discussing how many 

permits a buyback program would need to purchase. On October 5, 2005, the Commission adopted 

a regulation establishing an optimum number range for the S03T fishery of 900 to 1,400 permits 

(Commercial Fisheries Entry Commission 2006). The Commission’s optimum number study for the 

S03T fishery completed in 2004 recommended an optimum number range of 800 to 1,200 permits 

(Commercial Fisheries Entry Commission 2004).
18

 However, the Commission made an upward 

adjustment after considering the comments received during the lengthy public comment period 

(Commercial Fisheries Entry Commission 2006). Notwithstanding this upward adjustment, the 

optimum range established by CFEC is still considerably below the 1,862 permits that were renewed 

in the fishery in 2012. 

In making a decision of how many permits to purchase it is also important to consider state 

constitutional concerns. Alaska’s Constitution established several fundamental principles for the 

management of Alaska’s fisheries. Fisheries were to be managed for “sustained yield” and “for the 

“maximum benefit” of the people. In addition, fisheries were “reserved to the people for common 

use,” and no “exclusive right or special privilege of fishery” was to be created (Ulmer and Knapp 

2004). According to Ulmer and Knapp (2004), the initial position of the CFEC appeared to be that the 

buyback mechanism for adjusting permit numbers was constitutionally risky. More recently, however, 

the CFEC has stated that it “remains deeply committed to helping fishing groups, the public, the 

Board of Fisheries, and other policy makers explore salmon restructuring options and issues,” 

including permit buyback programs (Commercial Fisheries Entry Commission 2011). During the past 

few years the CFEC has assisted commercial fishermen in the Southeast Alaska purse seine salmon 

fishery to successfully organize and execute two buyback programs (Section 2.4).
19

  

However, any form of reducing the number of entry permits in a commercial fishery raises a state 

constitutional issue: if the fishery were to become too exclusive under the Alaska Constitution, the 

                                                   

18 The CFEC’s optimum range in large part stems from projections of future economic conditions in the S03T 

fishery, which suggest that ex-vessel prices will likely be lower on average than those in the 1980s and 1990s in 
real terms. 

19 In 2009, for example, NMFS advised the state that it would only proceed with a buyback program in the 

Southeast Alaska purse seine salmon fishery if Alaska law was changed to allow NMFS access to fish ticket 
files and other records by which it could monitor consolidation loan repayments. In 2010, with support from the 
CFEC, the state legislature passed House Bill 365, which allowed for the sharing of state records with NMFS. 



state would have an obligation to put more permits back into the fishery (Commercial Fisheries Entry 

Commission 2008). Link et al. (2003) note that if economic conditions in a post-buyback fishery 

dramatically improve, there is a risk that individuals outside the fishery would challenge the level of 

limited entry as too exclusive under the Alaska Constitution and demand more permits be issued for 

the fishery. The courts, in turn, could be compelled to allow additional permits to enter the fishery, 

thereby defeating the purpose of a large investment in buying permits. It is important to note that the 

CFEC chose to establish an optimum range of permits for the S03T fishery rather than a specific 

number. Given that conditions in the fishery could change annually, commission staff believed that a 

range of numbers would be a more appropriate and defendable approach to defining an “optimum” 

(Commercial Fisheries Entry Commission 2004).
20

  

In addition, it was felt that an optimum range determination would provide the design of a buyout 

program with greater flexibility. The CFEC concluded that its optimum range determination should 

help groups pursue sources of funding or financing for a buyback program in the S03T fishery by 

establishing a defensible number (or range) in accordance with the Limited Entry Act and Alaska 

Constitution (Commercial Fisheries Entry Commission 2004).
21

  

In fact, economic conditions in the S03T fishery have changed substantially since completion of the 

optimum number study. For example,  

 the nominal price per pound increased from $0.48 in 2003 to $1.14 in 2012; 

 the number of active permits increased from just over 1,100 to more than 1,500; 

 average real gross revenues increased 350 percent from 2003 through 2012; 

 in real terms, a permit today sells for more than five times what it did in 2003;  

 average Alaska diesel fuel prices doubled between 2005 and 2012, rising from around $3 per 

gallon to over $6 per gallon; and 

 dual drift registrations (DDRs) allow permit holders to effectively stack their gear. 

Aside from the difficulty of establishing (and legally defending) an optimum number, there is 

uncertainty in any buyback program with respect to how many permit holders will choose to 

participate. The number of participants is a function of how much it costs to convince owners to sell 

their permits and the amount of money available to the buyback program. Many factors influence the 

amount that a current permit holder is willing to accept to sell his permit, including: 

 expected earnings from the fishery in the future; 

 other income generating potential of the permit holder; 

 how close the permit holder is to retiring; and 

 whether or not the permit holder wishes pass on the permit to children (Link et al. 2003). 

                                                   

20 By statute, an optimum number study is required to address conditions for “all years” (Commercial Fisheries 

Entry Commission 1998). 
21 According to Michael Sturtevant, NMFS Financial Services Division, it would be difficult for NMFS to require 

that CFEC revise an optimum number study in order for a buyback program to qualify for implementation under 
§ 312(b) of the MSA (National Marine Fisheries Service 2014d). 

However, an optimum number study is subject to a challenge in court, and the court could substitute its own 
opinion as to what the optimum number for a given fishery should be. In other words, whether an optimum 
number study could be relied upon would not be known until a court challenge had been finally defeated 
(Commercial Fisheries Entry Commission 1998). 



These factors are subjective and not necessarily conducive to analysis; consequently, it is often 

difficult to predict how many permits a buyback program will remove.  

 

In a buyback program there are many different mechanisms for accepting, sorting and selecting 

among offers by permit holders. In general, however, buyback prices for purchased permits are set 

through either fixed prices or auctions (Squires 2010). Auctions can be conducted with single or 

multiple rounds of bidding (single or sequential auctions). 

 

With the fixed price method, the buyback authority offers a fixed price for a permit established on the 

basis of some criteria, such as the fair market value, and the holder of the permit accepts or rejects the 

price. This approach is easier and less costly to administer than auctions, but it is generally less cost-

effective at removing capacity because the fixed price may bear little relationship to the actual 

willingness of permit owners to receive compensation for exiting the fishery (Squires 2010).
22

 

 

Reverse auctions with a single (simultaneous) sealed bid are the most common form of buyback 

auction. Under a reverse auction permit holders are asked to submit irrevocable offers to sell permits 

to the buyback authority. The offers are ranked in ascending order from the lowest to the highest bid 

price, and purchased starting with the lowest bid price and continuing until the buyback authority 

elects not to accept a bid, there are no more bids to accept or acceptance of a bid with the next 

lowest dollar amount would cause the total amount of the buyback fund to be exceeded. If two or 

more permits are bid at the same price, and both cannot be purchased, selection could be by random 

draw (Squires 2010; NOAA Office of the Chief Information Officer 2012).
23

 A reverse auction may be 

combined with a price ceiling that establishes the maximum price that will be paid for a permit. The 

ceiling price is typically based on the current market price of a permit. Bidders are informed to start 

their bidding under the ceiling price. 

In order to remove the most active harvest capacity as possible given available funds (Section 3.3.2.2), 

permit purchase criteria in a reverse auction can include not only the bid amount, but also some 

measure of individual fishing production. In fact, a buyback program implemented under § 312(b) of 

the MSA requires that, when purchase criteria are not based on market value, criteria must include 

some measure of individual fishing production.
24

 Typically, bid scores are derived by expressing the 

                                                   

22 The permit holders most likely to sell their permits in a buyback program are those who have vessels that are 

often older, more in need of repair and less productive at catching fish than many other vessels in the fleet. The 
permit holders themselves are often older and reaching the end of their careers. Buybacks then simply 
accelerate the exit of those permit holders who would have left the fishery anyway in the near future (Squires 
2010). 

23 Bids can be compared with a reserve price established by the buyback authority, purchasing those falling 

below to insure winning bids satisfy pre-established objectives and reducing incentives for collusion. The 
authority’s reserve price may be the current or previous years’ market prices for the permit (Squires 2010).  

24 MSA § 312(e)(5) REDUCTION AUCTIONS—Each program not involving fair market assessment shall involve 

a reduction auction that scores the reduction price of each bid offer by the data relevant to each bidder under an 
appropriate fisheries productivity factor. If the Secretary accepts bids, the Secretary shall accept responsive 
bids in the rank order of their bid scores, starting with the bid whose reduction price is the lowest percentage of 
the productivity factor, and successively accepting each additional responsive bid in rank order until either there 

 



bid as a share of total landings or revenues over a specified period of time. Thus, vessels/permits 

associated with higher landings will have lower scores (ceteris paribus to bid amounts) and will be 

selected first (Larkin et al. 2004).  

Within this general framework, different types of individual fishing production measures have been 

used in buyback programs and any buyback proponent should ensure that their approach is 

consistent with state laws. In Washington’s 1996 buyback program in its salmon fisheries (Section 2.1), 

permit holders were asked to calculate their “salmon decline impact” (SDI), a measure of the 

decrease in gross earnings suffered by the permit holder during the years when the fishery was in 

decline.
25

 Permit holders were asked to submit offers to sell, and the offers were ranked by the ratio 

of the bid price to the SDI. The state bought the offers with the lowest ratios so long as the money 

lasted. Essentially, the state bought up the permit holders’ losses at the lowest price (Muse 1999). 

In the reverse auction conducted by NMFS for the Pacific Coast Groundfish Buyback Program 

(Section 2.3), the agency determined a bid score by dividing each bid amount by the average annual 

total ex-vessel dollar value of the Pacific groundfish, Dungeness crab, and pink shrimp landed by the 

bidder’s reduction vessel that corresponded to the bidder’s fee-share reduction permits. NMFS 

averaged the three highest total annual revenues from groundfish, Dungeness crab, and pink shrimp 

during 1998, 1999, 2000, or 2001 (68 Fed. Reg. 42613 (Jul. 18, 2003)). 

In the case of the permit buyout in the Northeast groundfish fishery conducted by NMFS in 2001, 

selection criteria were based on capacity output removed per dollar of buyout money expended. The 

specific selection criterion was based on the permit holder’s bid amount divided by capacity output of 

the vessel, where the daily capacity output was estimated using data envelopment analysis and then 

multiplied by the vessel’s allocated days at sea. The resulting ranking factors were sorted in ascending 

order and awards made until the available buyout funds were exhausted. However, as the permit 

buyout was designed to target inactive permits, an empirical estimate of capacity output for all vessels 

was not possible because data envelopment analysis can only be applied for active vessels. Given that 

most vessels owners believed horsepower was the most important determinant of capacity, the 

problem was solved by estimating capacity output for all active vessels within each horsepower 

cluster. The mean value of each cluster was then assigned to inactive vessels within horsepower 

clusters (Thunberg et al. 2007). 

While a single bid auction is the most common form of buyback auction, an alternative approach is 

the sequential auction. For example, the Texas Parks and Wildlife Department has purchased “bay” 

and “bait” permits from shrimp fishermen at least once each year since 1996. One or more times 

during the year the department issues a request for bids, and interested fishermen submit the price 

that they would be willing to accept for their permits. Bids are scored by the department based 

primarily on the price requested and the length of the vessel, and those bids that are relatively low are 

granted. After being informed of the agency’s decision, bidders are given the opportunity to accept 

the bid, meaning that their permits could no longer be used for fishing in the inshore fisheries, or they 

can reject the bid, which means they can continue fishing and, possibly, submit a different bid in later 

years (Freeman and Woodward 2010). A sequential auction can also be conducted with binding bids 

(where subjects do not have the option to accept or reject a bid).  

                                                                                                                                                              

are no more responsive bids or acceptance of the next bid would cause the total value of bids accepted to 
exceed the amount of funds available for the program. 

25 The SDI was equal to 2.5 times the difference between a fisherman’s highest gross salmon fishery income 

derived from fishing during any calendar year between 1986 and 1991 (base years) and the least amount of 
gross salmon fishery income derived from commercial salmon fishing between 1991 and 1995 (comparison 
years) (Federal Fisheries Investment Task Force 1999; Muse 1999). 



Based on the results of a controlled laboratory experiment, Freeman and Woodward (2010) conclude 

that if the goal of fisheries managers is to retire permits as quickly as possible, they should conduct a 

binding auction with no sequential component. In addition, Squires (2010) suggests that if the 

buyback is industry funded, a single round allows faster recovery of profits and hence the ability to 

finance. On the other hand, Freeman and Woodward note that their experimental analysis indicates 

that for fishery managers conducting a government-funded buyback a sequential auction has the 

following advantages: 

In fisheries where capacity reduction is important but the “ideal” size of the fleet is 

uncertain, the retention of a sequential component could be useful, since it would 

allow for learning over time. The lowest bids are observed in this auction design, so 

managers will be able to reach the desired number of expired licenses with a smaller 

budget, but spread over a longer period of time than either of the two binding 

auctions. Also, in terms of fisheries managers working with fishers to develop a 

buyback scheme, this would likely prove to be a preferable choice for fishers, as they 

have the greatest control over the expiration of their licenses. Lastly, since a smaller 

portion of the budget is spent in sequential non-binding auctions than in sequential 

binding auctions, fishery managers may simply be able to hold the next auction 

sooner, as unspent monies would be held (Freeman and Woodward 2010).  

 

The purchase of fishing vessels and/or permits under a buyback program is an effective approach to 

quickly reducing fishing capacity to the desired level. Evidence from previous programs, however, 

suggests that buybacks are not a panacea for solving overcapacity problems over the long term. In 

particular, buyback programs, by themselves, do not address a root cause of excessive fishing 

capacity—the “race-for-fish.” In this situation, each fisherman has an incentive to increase his/her 

fishing capacity in order to catch fish before someone else does. Overcapacity typically occurs 

through investments in vessel and gear improvements, such as more sophisticated navigation aids, 

higher horsepower engines, and more powerful winches. It is important to distinguish these 

investments that increase fishing power from those that improve product quality such as refrigerated 

sea water systems (which can reduce capacity). The latter investments enhance the overall economic 

performance of the fishery by increasing the market value of the fish harvested. The annual processor 

reports by BBRSDA have documented the overall improvement in quality in the fishery as many 

permits holders have invested in refrigerated seawater or slush ice systems. However, the same 

analyses show that a significant portion of permit holders have yet to make the investments needed to 

fully embrace the drive toward quality. 

Because buybacks alone do not address the underlying race-for-fish problem, incentives to expand 

capacity remain and can even increase if the fishery recovers (Commercial Fisheries Entry Commission 

1998; Squires 2010). To solve the race-for-fish problem and create a profitable fishery over the long 

term, multiple authors and studies have argued that buyback programs must be coupled with 

measures that remove incentives leading to the creation of excess capacity and encourage industry-

based capacity adjustments (Holland et al. 1999; Clark and Munro 2002; Squires 2010). This study 

recognizes that a buyback will likely result in the increased profit needed to invest and improve 

quality while it may also create an incentive for some permit holders to over-invest. 



 

The design of a buyback program should be guided by the specific characteristics of the buyback 

fishery. This section presents trends for a number of key characteristics in the S03T fishery, including 

the number of permits by level of fishing activity and area of residence, permit prices, gross earnings 

per permit, and number of emergency transfers and dual permit registrations.  

 

This section discusses the number of S03T permits over time, as well as latency rates and distribution 

of permits by area of residence. The latency rate was nearly negligible until the second half of the 

1990s but rose sharply in the early 2000s. The S03T latency rate has subsided substantially since 

peaking at close to 40 percent in 2002, but has remained just under 20 percent in recent years. 

Permit ownership has shifted steadily away from the Bristol Bay watershed to areas outside Alaska 

over the past 30 years. As of 2011, Bristol Bay watershed residents owned fewer than 400 permits, 

compared to more than 1,000 permits owned by non-Alaskans. 

 

The total number of S03T permits has exhibited little variation in recent years, ranging between 1,860 

and 1,863 from 2004 to 2012 (Figure 1). Over the 1990–2012 period, the maximum number of S03T 

permits issued in any one year was 1,905, occurring in 1998. Both the total number of permits and 

the percentage of permits that were active declined sharply in the early 2000s due to poor economic 

conditions in the Bristol Bay salmon fishery—in 2001, Alaska Governor Tony Knowles declared the 

commercial salmon fisheries in western Alaska an economic disaster (Bellisle 2001).
26

 The active 

permit rate has since rebounded as a result of improved economic conditions in the Bristol Bay 

salmon fishery, with about 80 percent of permits being fished. 

                                                   

26 One reason for the decline in economic conditions in western Alaska salmon fisheries was a decrease in ex-

vessel prices due to growing production and competition from high quality farmed salmon. This was particularly 
true of the Bristol Bay salmon fisheries where the sockeye harvest faced strong price competition from farmed 
salmon in Japan (Schelle et al. 2009). 



 

Source: CFEC (2014c) 

 

The rebound in overall participation in the S03T fishery since the early 2000s is reflected in the lower 

latency rates among watershed residents, other Alaskans, and non-Alaska residents. However, as 

shown in Figure 2, the latency rate among watershed residents has been comparatively volatile. This 

year-to-year variation has increased with the decline in regional permit ownership. Also noteworthy is 

that latency has been highest among non-Alaskans each year over the 2002–2012 period, despite the 

fact that average earnings for this group greatly exceeded those of watershed resident permit holders 

(Section 4.2).  

0

20

40

60

80

100

1,810

1,830

1,850

1,870

1,890

1,910

1
9

9
0

1
9

9
1

1
9

9
2

1
9

9
3

1
9

9
4

1
9

9
5

1
9

9
6

1
9

9
7

1
9

9
8

1
9

9
9

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

Total Permits Active Permits as Percentage of Total

N
u

m
b

e
r 

o
f 
P

e
rm

it
s

P
e

rc
e

n
t



 

Source: CFEC (2014c) 

 

In summary, the latency rate has stabilized in the S03T fishery over the past decade. However, it is 

still high enough that it may represent a significant challenge to achieving consensus about a buyback 

program. A buyback which increases the potential value from participating in the S03T fishery will 

tend to draw some of the latent permits back into the fishery. To the extent that this happens, the 

potential revenue-raising benefits to those permit holders who remain in the fishery will tend to be 

diluted (Knapp 2002). Moreover, as discussed in Section 3.3.2.2, it may be difficult to enlist support 

for a buyback program from active permit holders who resent paying inactive fishermen to give up 

their permits. 

 

Fishery statistics collected since implementation of the Alaska limited entry program in the mid-1970s 

show that participation in the S03T fishery by persons who reside in the Bristol Bay ADF&G 

Management Area (i.e., the watershed) has steadily declined.
27

 A number of reasons have been 

                                                   

27 The Bristol Bay Economic Development Corporation has acknowledged that the outmigration of limited entry 

permits is one of the most detrimental economic events in the Bristol Bay region, and it has been a strong 
advocate for regulations, policies, and programs to reverse the flow of permits out of the region (Ruby 2012). 
Among the programs implemented by the organization to keep permits in the hands of local residents are a 
permit loan program that guarantee loans to qualified residents, provides financial help through interest 
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suggested as to why watershed residents have sold their permits (Redpoint Associates 2007; Northern 

Economics 2009; Knapp 2011; Apgar-Kurtz 2012; Northern Economics 2012). While the reasons 

have not been conclusively determined and are likely complex, Figure 3 clearly illustrates the 

decreasing participation by watershed residents in the S03T fishery. Permits held by local residents 

dropped from 38.0 percent of the total at initial issuance in 1975 to 19.8 percent by 2011. The drop 

in permits held by watershed residents is reflected by a net gain of permits held by both persons who 

reside outside of the Bristol Bay region but in Alaska and persons who are non-Alaska residents, with 

the latter showing the largest percentage gain in the drift gillnet fishery (Commercial Fisheries Entry 

Commission 2012). While the number of permits held by watershed residents can change because 

permits are transferred from locals to non-locals or because local permit holders move outside the 

region, in each fishery the net effect of transfers has been by far the most significant cause of the 

downward trend. With the sale of a large number of limited entry permits to non-local fishermen, this 

group is taking an increasingly larger share of the total Bristol Bay salmon catch (Commercial Fisheries 

Entry Commission 2012). The decline in local permit ownership may lead to a decline in local fish 

landings, fish processing, spending of fishing income, hiring of fishing crew, and entry of new 

participants into the fishery, and, more broadly, a decline in the economic viability of fishing 

communities (Redpoint Associates 2007; Knapp 2011).  

                                                                                                                                                              

subsidies and “sweat equity,” and helps teach permit holders how manage a successful fish business; an 
emergency transfer grant program designed to enhance access to temporary fishing permits by local residents; 
and a pre-season advance program, which provides funds to help resident fishermen pay preseason expenses 
such as nets, insurance, license renewals, and other fishing “start-up” expenses (Ruby 2012; Bristol Bay 
Economic Development Corporation 2013). 



 
Source: CFEC (2012) 

 

Figure 4 compares the residence of S03T fishery permit holders to that of permit holders in other 

Alaska salmon fisheries. Between 1980 and 2012, the Alaska resident percentage in the S03T fishery 

remained well below the average resident percentage in other Alaska salmon drift gillnet fisheries and 

in the Southeast Alaska purse seine fishery.
28

 In 2012, 75 percent of permits in the other Alaska 

salmon drift gillnet fisheries were held by Alaska residents, compared to 46 percent in the S03T 

fishery. The disparity between Alaskan ownership of Bristol Bay drift and other CFEC drift fishery 

permits has become increasingly pronounced in recent years, with Alaskans owning a dwindling share 

of S03T permits but a growing share of other drift gillnet fishery permits. Meanwhile, the portion of 

permits in the Southeast Alaska purse seine fishery held by residents increased from 44 percent in 

2003 to 55 percent in 2012, still well below the average of 77 percent among other Alaska purse 

seine fisheries. 

                                                   

28 The other drift gillnet fisheries included in the analysis are the Southeast, Prince William, Cook Inlet, and Area 

M drift gillnet fisheries. 
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Source: CFEC (2014c) 

 

This section discusses earnings among S03T permit holders by area of residence and earnings quartile. 

In general, non-Alaskan permit holders enjoy the highest revenue, followed by Alaska residents living 

outside the Bristol Bay watershed and, finally, watershed residents. Average S03T earnings among 

Bristol Bay watershed permit holders fell below per capita income for the state in 2011 and 2012. 

Substantial differences in income also exist among earnings quartile groups. In 2012, 47 percent of 

active permit holders comprised the lowest earning quartile, while the highest earning quartile 

included less than 12 percent of active permit holders. 

 

Figure 5 compares the average gross earnings per permit in the S03T fishery of watershed residents, 

other Alaskans, and non-Alaska residents.
29

 For at least two decades the average gross earnings of 

watershed permit holders have consistently fallen below those of permit holders living outside the 

                                                   

29 While net earnings would be preferable to gross earnings, there is no known source for net earnings across all 

groups across time. However, prior work by Northern Economics indicates that non-income costs across permit 
holder groups are roughly the same, but non-Alaskan permit holders and their crew have net earnings two to 
three times the net amount earned by the average watershed resident. 
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region. If watershed residents have less profitable fishing operations, they may be willing to sell their 

permits at a lower price. As a result, the decreasing participation by watershed residents in the S03T 

fishery discussed in Section 4.1.2 may accelerate. While this issue is not a focus of this report the issue 

exists for further research and discussion. 

 

Source: CFEC (2014c); U.S. Department of Commerce (2014) 

 

In addition, Figure 5 further illustrates the declining profitability of the S03T fishery for the residents of 

the Bristol Bay watershed by comparing the average S03T fishery earnings of watershed residents with 

the average per capita income in the Bristol Bay region (Bristol Bay Borough and Lake and Peninsula 

Borough) and the state as a whole. The S03T fishery earnings of watershed residents consistently 

exceeded both average regional and state per capita income levels from 1980 to 1996. In more 

recent years, however, the S03T fishery earnings of watershed residents has frequently fallen below 

average regional and state per capita income levels. As a result of the fishery’s declining profitability, 

fewer permit holders can rely on their fishing income to make ends meet. 

 

Each year in the S03T fishery there is wide variation among permit holders in average gross earnings 

per permit, reflecting differences in vessel size, fishing style, fishing experience and skill, how 

aggressively and for how long they fish, what fishing districts they choose to fish in, and good or bad 
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luck (Duffield et al. 2012). These differences are reflected in average earnings among four “quartile” 

groups of permit holders, each of which accounts for one quarter of total earnings in the fishery. Note 

that this quartile type is based on fishery earnings as opposed to quartiles that divide permit holders 

into four equal groups (Appendix E). 

Figure 6 shows that large differences in average earnings that existed in 2012 between the highest 

(first), second, third, and lowest (fourth) income quartiles within the S03T fishery. In 2012, the 178 

permit holders comprising the first quartile earned, on average, close to $166,000; by comparison, 

the 715 permit holders in the fourth quartile earned, on average, less than $42,000.  

 

Source: CFEC (2014c); U.S. Department of Commerce (2014) 

 

In other words, 47 percent of the active permit holders split one-quarter of the total earnings in the 

S03T fishery in 2012, while less than 12 percent split another quarter of total earnings (Figure 7). It is 

important to note that average gross earnings may be skewed toward the high side by dual drift 

registrations. These registrations allow two S03T fishery permit holders who opt to fish together on a 

single vessel to use 200 fathoms of gear (an additional 50 fathoms) (Section 4.4). Until recently, 



ADF&G fish tickets only recorded the permit number of one of the two permit holders on a dual 

permit vessel. It is possible that these vessels account for a large percentage of the earnings in the first 

quartile. 

 
Source: CFEC (2014c). 

 

Figure 8 shows that across all quartiles, average earnings in 2012 were lower than average earnings 

during the 1980s and early 1990s but higher than those in the early 2000s. The nominal earnings gap 

across quartiles was smallest in the late 1990s and early 2000s, when the S03T fishery was 

experiencing a severe economic downturn. Figure 8 also compares average gross earnings for the 

various quartile groups of permit holders to Alaska per capita income. On average, earnings for the 

fourth quartile exceeded per capita income by more than $38,000 from 1980 to 1996; however, 

since the late 1990s, gross earnings within the group have generally been nearly $11,000 lower.  



 

 

Source: CFEC (2014c), U.S. Department of Commerce, 2013. 

 

Figure 9 shows average earnings for the lowest three quartiles (second though fourth quartile) as 

percentages of average earnings for the highest quartile (first quartile) from 1980 to 2012. The effects 

of large year-to-year variations in earnings have been mitigated by calculating the percentage for a 

particular year and quartile as the average for that quartile over a five-year period that includes the 

preceding four years and current year. Employing five-year rolling averages more clearly illustrates 

earnings trends of lower quartiles relative to the top quartile.  

Movements in average earnings among the three lowest quartiles relative to the top quartile generally 

paralleled one another during the 1980–2012 period. Relative earnings for the three lowest quartiles 

remained high from 1987 to 2000, fell throughout the first half of the 2000s, and rebounded after 

2005. In 2012, average earnings for the fourth, third, and second quartile represented 26 percent, 50 

percent, and 68 percent, respectively, of average earnings for the first quartile. In contrast to the 

nominal earnings gap, the percentage earnings gap across quartiles has remained relatively constant. 
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Source: CFEC (2014c) 

 

As one might expect from the discussion in Section 4.2.1, area of residence is correlated with fishery 

income quartile. CFEC data show that the average non-Alaska permit holder has an average quartile 

position of 2.8, while the average Alaskan outside of the watershed has a quartile position of 3.1, 

while the average watershed resident has a quartile position of 3.6. The overall average for the fishery 

is 2.9. While non-Alaskans and non-watershed Alaskans do not differ much from the overall fishery 

average, watershed residents do differ from the average. In fact, between 2002 and 2012, 73 percent 

of the seasons turned in by watershed residents qualified for CFEC’s fourth fishery income quartile 

(Table 1). Just 3 percent of the seasons qualified for the top quartile. 
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Year 
Quartile 1 
(Highest) Quartile 2 Quartile 3 

Quartile 4 
(Lowest) 

Portion in 
Bottom Two 

Quartiles 

2002 2 4 9 85 94 

2003 5 15 21 59 80 

2004 3 8 20 70 89 

2005 4 7 17 72 89 

2006 1 7 21 70 91 

2007 2 7 18 72 90 

2008 1 7 13 79 92 

2009 3 7 13 77 90 

2010 3 8 18 71 89 

2011 2 6 15 76 92 

2012 2 6 12 80 92 

Average 3 8 17 73 90 

Source: CFEC (2014c) 

 

In comparison to the 73 percent bottom and 3 percent top generated by watershed residents, non-

watershed residents (including Alaskans outside the region and non-Alaskans) qualified 40 percent of 

their seasons in the bottom quartile and 14 percent of seasons in the top quartile (see Figure 10 on 

the following page).  



 
Source: CFEC (2014c) 

 

Overall, if the reader looks at all individual seasons fished between 2002 and 2012, watershed 

residents accounted for 36 percent of all fourth quartile seasons while accounting for just 21 percent 

of the total number of individual seasons fished. Thus, the data show the average permit holder 

income is correlated with area of residence. This fact is potentially important if willingness to sell a 

permit is related to income (Section 4.2.1). 

 

As the value of catches in the S03T fishery began to decline in the late 1990s, many fishermen 

experienced an economic squeeze as their fishing revenues were no longer sufficient to cover their 

costs. For many permit holders, the loss in fishing profits was aggravated by a sharp decline in the 

asset value of their limited entry permits (Knapp et al. 2007). Permit prices, which averaged $213,047 

over the 1989–1993 period, dropped to an all-time low average of $19,700 in 2002. 

With the recent increase in harvests and prices in the S03T fishery, there has been a gradual increase 

in the value of permits, although permit prices are still a fraction of what they were two decades ago. 

Figure 11 shows the monthly change in the nominal price of S03T fishery permits from 2008 to 2013, 

relative to trends in the price of permits in the Southeast Alaska purse seine fishery, Alaska salmon 

drift gillnet fisheries (excluding the S03T fishery), Alaska salmon purse seine fisheries (excluding the 

Southeast Alaska purse seine fishery), and Alaska salmon drift gillnet and purse seine fisheries 
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combined (excluding the S03T and Southeast Alaska purse seine fisheries).
30

 Monthly permit price 

data were obtained from the CFEC’s list of estimated values for permanent permits in limited fisheries 

based on the average price of actual sales transactions. 

Movements in the prices of S03T fishery permits generally paralleled those of permits in other salmon 

fisheries until the last three years. The average annual price of a S03T fishery permit fell from 

$143,900 in 2011 to $100,400 in 2013, a 30 percent decline. In contrast, the price of a Southeast 

Alaska purse seine fishery permit increased by 244 percent, from $87,400 to $300,800. This increase 

is a function of a number of factors, including relatively stable salmon production, rising prices for 

Alaska salmon (especially pink and chum salmon), and the reduced number of latent permits as a 

result of the two buyback programs discussed in Section 2.4 (Southeast Revitalization Association 

2012). In addition, the substantial increase in the value of a Southeast Alaska purse seine fishery 

permit that began in late 2010 was likely due, at least in part, to the upward speculation fueled by the 

potential approval and implementation of the 2012 buyback program (Southeast Revitalization 

Association 2012).  

Movements of permit prices in drift gillnet and purse seine fisheries other than the S03T and 

Southeast purse seine fisheries generally paralleled one another, with prices increasing substantially 

over the six years beginning January 2008. The average value of permits in drift gillnet fisheries rose 

from $66,260 to $120,260, while the average value of permits in purse seine fisheries increased from 

$49,760 to $112,200. The upward trend in permit prices is largely a result of increasing Alaska 

salmon prices (Welch 2013). 

                                                   

30 The other drift gillnet fisheries included in the analysis are listed in Footnote 28. The other purse seine 

fisheries included in the analysis are the Cook Inlet, Kodiak, Chignik, Prince William Sound, and Area M purse 
seine fisheries. 



  

Source: CFEC (2014b) 

 

According to economic theory, permit prices are driven by fishermen’s expectations of future profits 

from the fishery, and expectations of future profits are driven by trends in average profits in recent 

years (Knapp 2011; Duffield et al. 2012). This close relationship between earnings and permit prices 

holds for the S03T fishery: regression model results confirm that the average S03T fishery permit price 

in the current year is positively and highly correlated with the average earnings of permit holders in 

the current and preceding year. For a $1 increase in average earnings in the previous year, the permit 

price is expected to be $0.95 higher in the current year, and a $1 increase in average earnings in the 

current year is expected to yield a $1.44 increase in permit prices in the current year. Figure 12 

illustrates the close direct relationship between average earnings in the current and previous year and 

average permit price in the current year for 2002–2012.  
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Figure 13 shows the relative movements of gross earnings, permit prices, and the participation rate 

among permit holders in the S03T fishery over the 1990–2012 period. Prior to gross earnings reaching 

historic lows in 2001 and 2002, permit prices consistently were far higher than earnings. From 1990 

to 2000, the average permit price exceeded average gross earnings by a margin ranging from 76 

percent to 409 percent. As discussed in Section 4.1.1, low earnings in the S03T fishery prompted a 

precipitous decline in the number of active permits in the early 2000s. Gross earnings, along with 

participation rates and permit prices, have since rebounded, but they remain well below levels in the 

early 1990s.  

$0

$20,000

$40,000

$60,000

$80,000

$100,000

$120,000

$140,000

$160,000

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Average Permit Price Average Earnings in Previous Year

Average Earnings in Current Year



 

Source: CFEC (2014c) 

 

The analysis looked at the data available on both emergency transfers (ETs) and dual drift registrations 

(DDRs) in the S03T fishery in order to understand what role they might play during a buyback and 

how the two fishery management provisions interact with each other.  

The Alaska Limited Entry Act made it illegal to lease permits to ensure that fishermen could maintain 

control of their own livelihoods and to ensure permits would be controlled by active fishermen with a 

long-term stake in conservation of fishery resources (CFEC 2012a). However, ETs are granted if illness, 

disability, death, required military or government service, or other unavoidable hardship of a 

temporary, unexpected, and unforeseen nature prevents the permit holder from participating in the 

fishery.
31

  

                                                   

31 “Hardship” with respect to an ET means privation and suffering, and does not include the results of a permit 

holder’s own economic decisions, or the results of economic, biological, or regulatory variables which are 
normally part of the risk of doing business as a fisherman (20 AAC 05.1770). 
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With respect to DDRs, in 2003, the Alaska Board of Fisheries passed a regulation (5 AAC 06.333) for 

the S03T fishery that allows two permit holders who opt to fish together on a single vessel to use 200 

fathoms of gear (an additional 50 fathoms) under certain conditions.
32

 This DDR option first went into 

effect for the 2004 season. The objective of the option was to allow two permit holders to team up on 

a single vessel to reduce their combined harvesting costs and to create a more profitable operation. 

To the extent that both permit holders would have fished anyway, the number of fishing vessels, the 

total amount of gear in the fishery, congestion, and harvesting costs would be reduced. To the extent 

that some permit holders who fish in a two-permit operation otherwise would not have fished, the 

total amount of gear in the fishery would increase. However, more permit holders would be able to 

derive benefits from the fishery (Schelle et al. 2009). 

The CFEC recorded 1,132 ETs in the S03T fishery between 2009 and 2013. In each year the number 

of transfers ranged between 216 and 252 and involved between 210 and 240 unique permits (Table 

2). In all years the number of transfers is greater than the number of permits involved because a 

permit may be transferred more than one time during a season. For example, if a permit holder 

received an ET but then is healthy enough to resume fishing, the permit can transfer back to the 

permanent owner. In any given year the number of unique permits involved in ETs ranged between 

14.3 and 16.1 percent of all active permits. 

Year 2009 2010 2011 2012 2013 Total 

Emergency Transfers 221 226 252 217 216 1,132 

Unique Permits 217 221 240 211 210 570 

Active Permits 1,513 1,524 1,494 1,444 N/A N/A 

Percent of Active Permits 14.3 14.5 16.1 14.6 N/A N/A 

Source: CFEC (2014a) 

 

While there were over 1,100 ETs during the five-year period and there were more than two hundred 

permits involved each year, there were only 570 unique permits transferred by permit holders (Table 

2 and Table 3) and only 745 unique CFEC identification (ID) numbers involved in those 1,132 

transfers. Table 3 groups the permits and CFEC ID numbers by how many years they participated in 

an ET. The data show that a majority (69 percent) of the CFEC ID numbers involved in ETs between 

2009 and 2013 conducted only a single transfer during that period.
33

 These individuals held 47 

percent of the permits, but they only accounted for 24 percent of all ETs recorded by CFEC. On the 

other end of the spectrum are CFEC ID numbers that conducted transfers in all five years or four out 

of the five years. These two groups accounted for six percent of all CFEC ID numbers involved in ETs 

between 2009 and 2013, but they held 11 percent of the unique permits and accounted for 25 

percent of all ETs during the five-year period. Thus, only a small portion of the CFEC ID numbers 

                                                   

32 Both permit holders planning on utilizing the DDR option must register as a dual permit vessel with the ADF&G 

prior to fishing; however, it takes only one permit holder to notify the department when they terminate the dual 
permit partnership. The DDR option cannot be used in the Togiak District, in a special harvest area, or when the 
Naknek River Special harvest Area is open. The Togiak Traditional Council proposed that DDRs not be allowed 
in the Togiak District because the salmon runs in the area are small, and DDRs increase the race-for-fish. 

33 If the basis for an initial ET continues through the following year, the CFEC will grant an ET for the second 

year. After the second year, the CFEC will not grant an ET unless the holder demonstrates an extraordinary 
circumstance. There are no special provisions in the law authorizing ETs due to old age or chronic medical 
problems. 



involved in ETs between 2009 and 2013 were serial users of ETs, and they account for a 

disproportionate number of both the unique permits that are transferred and overall ETs.  

Category 1 Year 2 Years 3 Years 4 Years 5 Years 
Total 

Percent 
Total 

Number 

By CFEC ID 69 18 7 4 2 100 745 

By Permit Number 47 29 13 6 5 100 570 

Percent of All Emergency Transfers 24 30 20 13 12 100 1132 

Source: CFEC (2014a) 

 

As described above, the DDR provision allows two permit holders who opt to fish together on a single 

vessel to use an additional 50 fathoms of gear. This option has the potential to affect a buyback 

because from 2004 to 2012 ADF&G fish tickets only recorded the permit number of one of the two 

permit holders on a dual permit vessel (commonly referred to as a D-boat).
34

 Consequently, the 

permit of one of the individuals in a DDR relationship would be considered a latent permit. Currently, 

legal issues prevent the CFEC from disclosing how many of the permits that were part of a DDR were 

categorized as latent. The S03T fishery has roughly 350 latent permits per year (Section 4.1.1), but 

there is no way of knowing how many of them are true latent permits and how many are permits in 

DDRs for which no landings were recorded. 

The annual number of S03T fishery permits participating in a DDR has been relatively stable, ranging 

between 580 and 665 between 2009 and 2013. CFEC data indicate that there were 328 DDR 

relationships in 2012 and 313 in 2013 (Table 4). The ratio of participants to relationships was 

1.96-to-1 in 2012 and 1.98-to-1 in 2013. Thus, some relationships don’t last the season, and some 

permits participate in more than one DDR in a given season. These data are not available for 2009 

through 2011. For any given year between 2009 and 2013, 80 percent of the permits participating in 

a DDR in one year are also in a DDR in the following year.  

Category 

Year 

2009 2010 2011 2012 2013 

Total Participants 580 665 624 643 620 

Total Registrations Unknown Unknown Unknown 328 313 

Permits Participating the Following Year 465 505 511 510 N/A 

Retention Rate (%) 80 76 82 79 N/A 

Source: Alaska Department of Fish and Game (2014) 

 

                                                   

34
 In 2013, ADF&G redesigned the fish ticket to accommodate both permit holders on a D-boat. However, it may 

be several years before the new fish tickets are fully utilized (Commercial Fisheries Entry Commission 2014a). 

When two permit holders fish from the same vessel and jointly operate a drift gillnet gear, the vessel must display 
its ADF&G permanent license plate number followed by the letter “D” to identify the vessel as a dual permit 
vessel. The letter “D” must be removed or covered when the vessel is operating with only one permit holder on 
board the vessel. 



While participation in DDRs is relatively stable from year to year, there is enough turn over in 

participants that most of the permits in the S03T fishery have been in a DDR; between 2009 and 

2013, 1,005 unique permits participated in a DDR (Table 5). As with ETs, permits that participated in 

a DDR were grouped based on how many times they participated in the 2009–2013 period. Thirty 

percent of the permits participated in a DDR in all five years, while another 15 percent participated in 

four out of the five years. Twenty-four percent of the permits only participated for a single year, while 

31 percent participated in two or three years of the five-year span. In other words, nearly half of all 

DDR permits were in a relationship every year or nearly every year, one-third were in a relationship 

more than one but less than four years, and almost one-quarter were in a relationship just once. 

Category 1 Year 2 Years 3 Years 4 Years 5 Years Total 

Number of Permits 241 161 146 154 303 1,005 

Portion of All Unique Permits Involved (%) 24 16 15 15 30 100 

Source: Alaska Department of Fish and Game (2014) 

 

Some observers have suggested that the DDR option has created a demand for ETs, with permits 

being offered in return for a percentage of the boat’s catch (Alaskacafe 2007). However, data suggest 

that ETs have played a relatively modest role in the exercise of the DDR option, and their role is 

declining. In 2009, ET permits were 16.5 percent of the permits in DDR relationships, while in 2013 

ET permits were 12 percent of the permits in DDR relationships (Table 6). The study notes that the 

number of ETs being used in DDRs is dropping both in total number and as a portion of all DDRs. In 

2009, emergency transfers were 16.5 percent of all DDR permits while in 2013 that portion fell by 

one-quarter to 12.0 percent of all permits. If ET permits are always paired in a DDR with a non-ET 

permit, the maximum portion of all DDRs involving an ET is twice the ET portion of all DDR permits. 

In short, up to 33 percent of all DDRs could have involved an ET in 2009, but by 2013 that portion 

had fallen to 24 percent.  

Year DDR Permits ET and DDR Permits 
Portion of All DDR 

Permits (%) 
Maximum Portion of 

All DDRs (%) 

2009 593 98 16.5 33.0 

2010 676 103 15.2 30.4 

2011 628 82 13.1 26.2 

2012 656 87 13.3 26.6 

2013 626 75 12.0 24.0 

Source: Alaska Department of Fish and Game (2014) 

 

These data show that ET permits do enter the DDR market. However, this relationship makes sense 

from the point of the permit holder who has applied for the ET. If their permit flows into the DDR 

marketplace, they do not have to worry about finding a skilled fisherman to take their permit. 

Presumably these individuals are harder to find than a less-skilled relative or someone who wants to 

earn experience skippering. With the DDRs available, the permit holder who wants to emergency 

transfer their permit only need find someone willing to hold the permit and someone willing to be the 

main partner in the DDR. The real issue for the remaining permit holders is whether permit holders 



who habitually acquire permission to emergency transfer their permit enter the DDR marketplace. 

The data show that nearly 73 percent of all permits in a DDR relationship had never been involved in 

an ET between 2009 and 2013, and another 18 percent had qualified for an ET in just one year 

(Table 7). On one end of the spectrum are a small number (0.8 percent) of permits in a DDR 

relationship in which at least one permit is a serial ET recipient (i.e., more than 3 years as DDR in the 

last 5). These permits could have accounted for up to 1.6 percent of all relationships. If individuals 

who had 3 ETs in the last five years are included, the portions increase to 2.8 percent of all permits 

and up to 5.6 percent of all relationships. From these data it would appear that serial ET recipients 

represent a small portion of the overall DDR pool, but a noticeable portion of the ET pool. 

DDR Years 
2009–2013 

ET Seasons 2009–2013 

Sum 0 1 2 3 4 5 

1 17.1 6.9 0.0 0.0 0.0 0.0 24.0 

2 11.7 2.2 2.1 0.0 0.0 0.0 16.0 

3 9.8 3.0 1.4 0.4 0.0 0.0 14.5 

4 11.4 2.2 1.0 0.6 0.1 0.0 15.3 

5 22.6 3.8 2.1 1.0 0.5 0.2 30.1 

Sum 72.6 18.0 6.6 2.0 0.6 0.2 100.0 

Source: CFEC (2014a); Alaska Department of Fish and Game (2014) 



 

This section describes a number of potential socioeconomic effects of a buyback program in the S03T 

fishery, including effects on permit prices and gross earnings in the fishery. The discussion draws on 

the existing literature on buyback programs and their impacts and on the results of limited 

mathematical modeling. 

 

A common outcome of buyback programs is that the price of permits in the buyback fishery rises 

substantially. This increase is consistent with economic theory, which suggests that an individual’s 

permit valuation is a positive function of the profits the individual would expect to earn from fishing 

(Knapp 2011; Duffield et al. 2012). Assuming that average annual net revenues per permit increase in 

a fishery following a buyback, a permit price increase would follow since expected earnings from the 

fishery would increase.  

In addition, a buyback can further bolster permit prices in fisheries that are already experiencing an 

improvement in economic performance due to higher fish prices and/or harvests. A case in point is 

the Southeast Alaska purse seine salmon fishery. Permit prices, which averaged $110,563 during 

1992, plunged to an all-time low average of $22,800 in 2002 as low prices for pink salmon and other 

factors pushed average gross earnings down to about $74,000 per active permit, the lowest since 

1987. As a result of the poor economic returns, many seiners stopped fishing. But in the late 2000s, 

better pink and chum salmon prices and fewer participants helped boost the fleet’s average gross 

earnings per active permit, and permit prices began to increase. The purchase of latent permits during 

the 2008 buyback program in the fishery reinforced the upswing in permit prices by helping ensure 

that any additional improvements in the economic condition of the fishery would be shared by a 

smaller population of permit holders. As discussed in Section 4.3, permit values began to increase 

dramatically in late 2010 due, at least in part, to the upward speculation fueled by the potential 

approval and implementation of the 2012 buyback program. This speculation is consistent with what 

Copes and Cook (1982) called the “expectations trap”—a buyback program tends to generate 

expectations of improved incomes and thus raises the price permit owners demand for their permit in 

a buyback program.
35

 Permit prices in the Southeast Alaska purse seine fishery continued to increase 

after NMFS tendered the program’s reduction payments to the selected bidders in May 2012, 

reaching $316,300 in July 2013. 

To further explore the initial effects of the 2012 buyback program in the Southeast Alaska purse seine 

fishery on permit prices, the change in the fishery’s permit price in the months leading up to and 

including the buyback was compared to the price change for permits in other Alaska salmon purse 

seine fisheries over the same time period. The period selected was from December 2009 to 

December 2011, the month in which bids for the buyback were accepted. The comparison used 

permit values published by the CFEC for each time period, except that the average dollar amount of 

the accepted buyback program bids ($205,204) was used for the December 2011 price for a 

                                                   

35 According to Copes and Cook (1982), the upswing in permit prices due to the expectations trap may make a 

buyback program so expensive as to cause its abandonment, as was the case in the 1968 buyback in the 
British Columbia salmon fishery. The authors note that the consequent failure to reduce excess fishing capacity 
significantly may make the prediction of improved returns through buy-back a self-defeating prophecy. 



Southeast Alaska purse seine fishery permit.
36

 The comparison shows that while the average permit 

price in other Alaska salmon purse seine fisheries increased by 48 percent over the 24 month period, 

the price of a Southeast Alaska purse seine fishery permit increased by 175 percent, a difference of 

127 percent. While a major reason for the permit price increase in the Southeast Alaska purse seine 

fishery was an increase in average gross earnings caused by improved market conditions, the dramatic 

increase relative to that in other fisheries suggests that the buyback programs also had a significant 

effect. Figure 14 documents the chronology of the buyback programs in the Southeast Alaska purse 

seine fishery relative to changes in the nominal price of permits in the fishery from late 2007 through 

2013. 

 

Source: CFEC (2014c) 

 

Table 8 compares average annual permit values and earnings in the Southeast Alaska purse seine 

fishery over the 2000–2013 period. Figure 11 shows in monthly detail changes in permit prices over 

recent years relative to those of other CFEC salmon fisheries. Both permit prices and average earnings 

for active permit holders in the Southeast Alaska purse seine fishery rose in value substantially from 

2007 to 2013, although the more than six-fold increase in permit prices outpaced earnings growth. 

                                                   

36 The amounts of the successful bids averaged $205,204 and ranged from $175,000 to $240,000 (Southeast 

Revitalization Association 2012). 
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December 2007: 
Congress appropriates 
$235,000 to NMFS to 
establish a loan program 
for the SRA, with the 
ensuing loan not to 
exceed $23.5 million.

January 2008: ADF&G 
determines that a $2.88 million 
grant though the Pacific Coast 
Salmon Recovery Fund could 
go to a buyback program.

September 2008: 
The SRA purchases 
35 permits.

October 2011: NMFS publishes final ruling 
for implementation of an additional 
buyback program.

November 2011: The SRA sends bid 
documents to each S01A permit holder.

January 2011: The SRA releases a 
list of the accepted bidders.

February 2012: NMFS approves the 
buyback implementation plan and loan 
proposal submitted by the SRA.

March 2012: NMFS issues notice of voting period 
for a referendum to determine the industry's 
willingness to repay a loan to purchase permits.

May 2012: Referendum passes.

February 2010: House 
Bill 365 passes, allowing 
NMFS access to SE data 
for buyback.

February 2013: 3rd round is canceled.

December 2012: 3rd round of buybacks is proposed.



Also noteworthy is that the average permit price increased each year from 2007 to 2013, while 

average earnings exhibited a more variable growth trend that included three year-on-year decreases. 

 

2007 2008 2009 2010 2011 2012 2013 

Permit Price ($) 59,700 67,800 72,800 87,400 129,500 236,000 300,800 

Average Earnings ($) 209,477 193,330 189,130 239,311 454,190 313,658 523,137 

Note: Permit prices are published CFEC average annual values. 

Source: Commercial Fisheries Entry Commission (2014); Commercial Fisheries Entry Commission (2014c) 

 

Some buyback programs have led to permit price increases even when the economic performance of 

the buyback fishery continues to decline. For example, a buyback in the British Columbia salmon 

fishery was followed by a doubling of seine permit prices and tripling of gillnet and troll permit prices 

despite large declines in salmon prices and landings. Some observers primarily attributed the 

increased value to expectations of the introduction of an ITQ system into the fishery (Section 3.3.5). 

In other words, the buyback implicitly acknowledged that fishermen have some recognizable right in 

the resource, thereby conferring additional value on existing permits and catch histories (Grafton and 

Nelson 2004). 

There are other reasons why buyback programs may lead to escalating permit prices aside from the 

possibility of a more profitable fishery, protection from activation of latent effort, or the possibility to 

obtain catch history for an ITQ program. Regardless of the reason for a permit price increase, 

policymakers should consider the implications of such changes in terms of their costs and the 

implications for barriers to entry into the fishery (Grafton and Nelson 2004).  

 

This section estimates the potential cost of an industry-funded buyback in the S03T fishery, the 

required annual assessment, and the effect on average permit gross earnings across a variety of 

scenarios. The estimates are based on the following assumptions: 

 The pre-buyback number of permits is the Feb 2014 CFEC count of 1,862. The number of 

active permits is 1,519 (the average in 2011 and 2012), and the remaining 343 permits are 

latent. 

 The total number of permits in the post-buyback fishery is 900, 1,150, or 1,400. These 

numbers were selected for their consistency with the CFEC’s optimal range determination of 

900 to 1,400 permits (Section 3.3.3). 

 The analysis considers both an active permit-targeting buyback that favors the removal of 

active permits, and a latent permit-targeting buyback that favors the removal of latent permits 

(these approaches are discussed in Section 3.3.2.2). 

 All permits are active in the seasons following a buyback. 

 The buyback adopts a single bid reverse auction (Section 3.3.4.2). 

 The buyback loan repayment period is 40 years at a 4.57 percent interest rate. These terms 

are equivalent to those in the 2012 buyback in the Southeast Alaska purse seine salmon 

fishery (Section 2.4).  



 Total average annual gross earnings in the S03T fishery following a buyback are equal to 

$119.5 million, the average real ($US 2013) annual gross earnings in the fishery during the 

past ten years (2004 through 2013) with the two highest years (2010 and 2011) and the two 

lowest earning years (2004 and 2005) excluded. 

 The market price for a S03T fishery permit is $165,000. This amount was noted by Dock 

Street Brokers as a reasonable market price for S03T permits in Fall 2014. 

 The percentage reduction of permits would be the same across quartiles. 

 As discussed in Section 5.1, permit values in the Southeast Alaska purse seine salmon fishery 

increased dramatically in late 2011 due, at least in part, to the upward speculation fueled by 

the potential approval and implementation of the 2012 buyback program. This analysis 

accounts for the possibility that a similar increase could occur prior to a buyback in the S03T 

fishery by assuming that the average purchase price of a permit in a buyback would exceed 

the current permit trading price by a certain premium. Four different purchase price 

premiums were analyzed: 25 percent, 50 percent, 75 percent, and 127 percent (the 

difference between the price increase of a Southeast Alaska purse seine fishery permit and 

other Alaska salmon purse seine fishery permits from December 2009 to December 2011 

[Section 5.1]). These estimates of the premium are likely conservative (i.e., more likely to 

understate the premium than overstate it). 

 

Based on the analytical scenarios described above, the following key conclusions can be drawn: 

 The five percent of annual revenues repayment cap limits a buyback to a program costing 

between $105 million and $110 million. If the fishery earns more than is assumed in the 

scenarios, the maximum cost increases. If the fishery earns less, the maximum cost declines. 

 The number of permits a buyback could purchase depends on the price premium paid to the 

current purchase price. Under the four scenarios analyzed, the maximum affordable number 

of permits is between approximately 290 permits and 530 permits. This would leave between 

990 and 1,230 permits, and raise average annual revenues between $11,100 and $33,200 

per permit post loan repayment (Table 9).  

Permit Price Premium 
Paid Based on CFEC 
Value (Feb. 2014) (%) 

Maximum Active 
Permits Purchased Active Permits 

Average Change in 
Annual Revenue ($) 

25  528 991 33,200 

50  440 1,079 23,900 

75  377 1,142 18,100 

127  291 1,228 11,100 

 

 The S03T fishery does not currently have the earnings capacity to engage in a single buyback 

that would reach the low-end CFEC optimum number of 900 active permits in one jump. 

Fishery income would need to increase to between $140 million and $255 million per year, 

depending on the premium paid, in order to afford a buyback that decreased the number of 

active permits to 900. The fishery could reach 900 permits over time by engaging in multiple 

buybacks after debt from the prior buyback has been retired. 



 

The study estimates that an active permit-targeting buyback in the S03T fishery that removes some 

active permits and allows all latent permits to remain would cost between $24 million and 

$232 million, depending on the premium paid and the number of permits remaining in the fishery 

(Table 10). By comparison, the estimated cost of a latent permit-targeting buyback that removes both 

some active permits and all latent permits is between $95 million and $360 million. In addition, it is 

estimated that an active permit-targeting buyback would increase the average annual gross earnings 

per fished permit (after repayment of the buyback loan) by 6 to 59 percent ($2,300 to $46,200), 

while a latent permit-targeting buyback would change the average annual gross earnings per permit 

by a fraction of a percent to 53 percent (-$200 to $41,900). In other words, an active permit-targeting 

buyback significantly reduces program costs and would result in higher average earnings provided that 

latent permits do not enter the fishery after the buyback and dilute the revenue-raising effects of the 

program. A latent permit-targeting buyback reduces the risk of latent permits entering the fishery by 

removing all latent effort, but the remaining permit holders in the fishery pay for that reduction in risk 

by incurring a larger loan, which, in turn, lowers average earnings. In addition, if the buyback does 

not purchase enough active permits, the example assumes latent permits are eliminated first, then 

remaining permit holders may have very little new revenue to support paying back the loans.
37

 

                                                   

37 There is likely some optimal ratio of active permits to latent permits being bought back that maximizes the 

earnings liberated to remaining active permit holders while at the same time limiting the incentive for latent 
permits to return to the fishery. The buyback would ideally want to target the latent permit holders most likely to 
return to the fishery. However, it’s impossible to quantify this ratio or identify likely returnees without further 
original research into the attitudes of existing permit holders. 



Premium Paid 

Active Permit-Targeting Buyback Latent Permit-Targeting Buyback 

Approximate Total Permits Remaining 

1,244 1,494 1,744 900 1,150 1,400 

Active Permits Remaining 

900 1,150 1,400 900 1,150 1,400 

 

Estimated Program Cost ($ Million) 

25 Percent $128 $76 $24 $198 $147 $95 

50 Percent $153 $91 $29 $238 $176 $114 

75 Percent $179 $106 $34 $278 $206 $133 

127 Percent  $232 $138 $44 $360 $267 $173 

 

Change in Average Annual Gross Earnings per Permit Post Loan Repayment ($) 

25 Percent $46,200 $21,500 $5,600 $41,900 $18,100 $2,900 

50 Percent $44,700 $20,800 $5,400 $39,500 $16,700 $2,100 

75 Percent $43,100 $20,100 $5,200 $37,100 $15,300 $1,400 

127 Percent  $39,900 $18,600 $4,900 $32,000 $12,400 -$200 

 

Percent Change in Average Annual Gross Earnings per Permit Post Loan Repayment 

25 Percent 59 27 7 53 23 4 

50 Percent 57 26 7 50 21 3 

75 Percent 55 25 7 47 19 2 

127 Percent  51 24 6 41 16 -0 

 

Annual Assessment Required for Repayment (Percent) 

25 Percent 5.9 3.5 1.1 9.1 6.7 4.4 

50 Percent 7.0 4.2 1.3 10.9 8.1 5.3 

75 Percent 8.2 4.9 1.6 12.8 9.4 6.1 

127 Percent  10.6 6.3 2.0 16.6 12.3 8.0 

 

There are seven scenarios, shaded in blue in Table 10, in which the buyback generates positive 

revenues and the cost is less than $108.5 million dollars—the amount permit holders could afford to 

pay annually for a buyback based on the fishery’s historical earnings and a 5 percent maximum 

annual assessment. None of the scenarios reducing the number of permits to 900, the lower end of 

the optimum number range (Section 3.3.3), would be affordable given the assumptions presented. In 

order to reduce the number of permits to a level that approached 900, one or more of the following 

would have to occur: 1) permit prices increase by less than 25 percent prior to the buyback; 2) total 

gross earnings in the fishery increase; 3) part of the buyback loan is forgiven; 4) the conditions of the 

loan improve.  

The estimated effect of an industry-funded buyback program on gross earnings in the S03T fishery 

varies by quartile (Table 11). Excluding the two highest and two lowest earning years, the average 

annual gross earnings per permit over the last ten years in real terms was $78,731 (Commercial 

Fisheries Entry Commission 2014c). Average real annual gross earnings for the top quartile averaged 

around $165,000 during that period, while those of the lowest quartile averaged about $42,000. 

Under an active permit-targeting buyback that is consistent with the 5 percent maximum annual 

assessment (Section 5.2.1), it is estimated that permit holders would experience an $8,800 to 



$34,200 increase in annual earnings (depending on the quartile) if a buyback reduced the number of 

active permits to 1,150 and had to pay a 25 percent permit premium. By comparison, a buyback that 

reduced the number of active permits to 1,400 and paid a 127 percent permit price premium would 

increase annual earnings by quartile between $2,100 and $8,100. The analysis assumes that a 

buyback would remove an equal percentage of permit holders from each quartile; however, the 

permit holders in a post-buyback fishery would benefit the most if the permits with the highest 

historical harvest were removed at the lowest average price. Conversely, if a buyback removes latent 

permits or permits associated with small harvest amounts, then individual permit holders will benefit 

less, particularly if these permits are purchased at higher prices. 

Scenario New Earnings per Quartile ($) 

Premium 
Paid 

Active 
Permits 

Remaining 

Estimated 
Program 

Cost 
($ Million) 

Change in 
Average Annual 
Gross Earnings 

Post Loan 
Repayment ($) 

1st 
Quartile 

2nd 
Quartile 

3rd 
Quartile 

4th 
Quartile 

25 Percent 1,400 $24.4 $5,600 $9,200  $6,200  $4,600  $2,400  

50 Percent 1,400 $29.3 $5,400 $8,900  $6,000  $4,400  $2,300  

75 Percent 1,400 $34.2 $5,200 $8,500  $5,800  $4,300  $2,200  

127 Percent 1,400 $44.4 $4,900 $8,100  $5,500  $4,000  $2,100  

25 Percent 1,150 $76.0 $21,500 $35,300  $24,000  $17,600  $9,100  

50 Percent 1,150 $91.2 $20,800 $34,200  $23,200  $17,100  $8,800  

75 Percent 1,150 $106.4 $20,100 $33,000  $22,400  $16,500  $8,500  

Adjusted 10-Year Average Gross Earnings $146,180  $99,202  $72,939  $37,451  

 



 

AS 16.43.310. Establishment of Buy-Back Funds and Permit Buy-Back Assessments. 

(a) When the optimum number of entry permits is less than the number of entry permits outstanding 

in a fishery, the commission may establish a buy-back program, a buy-back plan, and a buy-back fund 

for that fishery. 

(b) The commission may establish by regulation a permit buy-back assessment for each fishery for 

which the commission has established a buy-back fund under (a) of this section. The amount of the 

assessment may not exceed seven percent of the value, as defined in AS 43.75.290, of fish that a 

permit holder in the fishery subject to the assessment removes from the state or transfers to a buyer in 

the state. The Department of Revenue shall collect an assessment established under this subsection. 

(c) The commission shall expend money appropriated to a buy-back fund for the purpose of reducing 

the number of entry permits in the fishery to the optimum number, at a rate to be established by the 

commission. The legislature may appropriate interest accrued on the money in a buy-back fund to that 

fund. Except as provided in AS 16.43.320, money appropriated to a buy-back fund does not lapse. 

AS 16.43.320. Administration of the Buy-Back Program. 

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

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

in a fishery when the number of entry permits in the fishery has been reduced to the optimum 

number. The commission shall terminate a buy-back assessment established for a fishery under AS 

16.43.310 (b) when the commission determines that the amount of revenue collected through the 

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

number of entry permits in the fishery and to offset the reasonable costs of the buy-back program for 

the fishery, including repayment of any debt the commission was authorized to incur to capitalize the 

buy-back fund for the fishery. The unexpended balance of appropriations made to a buy-back fund 

for a fishery shall lapse back into the fund from which the money was appropriated at the end of the 

fiscal year in which the buy-back program is terminated. 

AS 16.43.310. Establishment of Buy-Back Funds and Permit Buy-Back Assessments. 

(a) When the optimum number of entry permits is less than the number of entry permits outstanding 

in a fishery, the commission may establish a buy-back program, a buy-back plan, and a buy-back fund 

for that fishery. 

(b) The commission may establish by regulation a permit buy-back assessment for each fishery for 

which the commission has established a buy-back fund under (a) of this section. The amount of the 

assessment may not exceed seven percent of the value, as defined in AS 43.75.290 , of fish that a 

permit holder in the fishery subject to the assessment removes from the state or transfers to a buyer in 

the state. The Department of Revenue shall collect an assessment established under this subsection. 

(c) The commission shall expend money appropriated to a buy-back fund for the purpose of reducing 

the number of entry permits in the fishery to the optimum number, at a rate to be established by the 

commission. The legislature may appropriate interest accrued on the money in a buy-back fund to 

that fund. Except as provided in AS 16.43.320 , money appropriated to a buy-back fund does not 

lapse. 

AS 16.40.250. Salmon Fishery Associations. 

The commissioner may assist in and encourage the formation of qualified salmon fishery associations 

for the purpose of promoting the consolidation of the fishing fleet in a salmon fishery for which the 



Alaska Commercial Fisheries Entry Commission has issued commercial fishing entry permits under AS 

16.43. A salmon fishery association is qualified if the commissioner determines that the regional 

association 

(1) is incorporated as a nonprofit corporation under AS 10.20; 

(2) is comprised of interim-use permit and entry permit holders in the salmon fishery for which the 

association is established; and 

(3) has a board of directors that is comprised of interim-use permit and entry permit holders in the 

salmon fishery. 

AS 43.76.220. Salmon Fishery Assessment. 

(a) A salmon fishery assessment shall be levied on the value of the salmon sold in a salmon fishery. 

The rate of the assessment, not to exceed five percent, and the termination date of the assessment 

shall be determined by an election under AS 43.76.230 . 

(b) A salmon fishery assessment may only be levied or collected on salmon sold in a fishery if 

(1) there exists for that fishery an association determined by the commissioner of fish and game to be 

a qualified salmon fishery association under AS 16.40.250 ; and 

(2) the rate of the salmon fishery assessment is determined by an election under AS 43.76.230 . 

AS 43.76.230. Election to Approve, Amend, or Terminate Salmon Fishery Assessment. 

(a) A qualified salmon fishery association may conduct an election under this section after the 

commissioner of fish and game approves 

(1) the notice to be published by the qualified salmon fishery association; the notice must state that all 

salmon sold in the fishery are subject to the salmon fishery assessment, the rate of the salmon fishery 

assessment to be approved, amended, or terminated at the election, and the date on which the 

assessment would terminate under AS 43.76.250(a); 

(2) the ballot to be used in the election; and 

(3) the registration and voting procedure for the approval, amendment, or termination of the salmon 

fishery assessment. 

(b) The salmon fishery assessment is levied under AS 43.76.220 in a fishery on the effective date 

stated on the ballot if 

(1) the assessment is approved by a two-thirds majority vote of the eligible interim-use permit and 

entry permit holders in the fishery; and 

(2) the election results are certified by the commissioner of fish and game. 

(c) In conducting an election under this section, a qualified salmon fishery association shall adopt the 

following procedures: 

(1) the qualified salmon fishery association for the fishery shall make copies of the articles of 

incorporation and bylaws of the association available to all interim-use permit and entry permit 

holders in the fishery; 

(2) the qualified salmon fishery association for the fishery shall hold at least one public meeting not 

less than 30 days before the date on which ballots must be postmarked to be counted in the election 

to explain, as appropriate, the reason for approval or amendment of the proposed salmon fishery 

assessment, the reason for the proposed rate and the proposed termination date of the salmon fishery 

assessment, or the reason for termination of the salmon fishery assessment, and to explain the 



registration and voting procedure to be used in the election; the qualified salmon fishery association 

shall provide notice of the meeting by 

(A) mailing the notice to each eligible interim-use permit and entry permit holder; 

(B) posting the notice in at least three public places in the administrative area in which the fishery 

occurs; and 

(C) publishing the notice in at least one newspaper of general circulation in the administrative area in 

which the fishery occurs at least once a week for two consecutive weeks before the meeting; 

(3) the qualified salmon fishery association shall mail two ballots to each eligible interim-use permit 

and entry permit holder; the first ballot shall be mailed not more than 45 days before the date ballots 

must be postmarked to be counted in the election; the second ballot shall be mailed not less than 15 

days before the date ballots must be postmarked to be counted in the election; the qualified salmon 

fishery association shall adopt procedures to ensure that only one ballot from each eligible interim-use 

permit and entry permit holder is counted in the election; 

(4) the ballot must 

(A) state that all salmon sold in the fishery are subject to the salmon fishery assessment; 

(B) state the rate of the assessment to be levied under AS 43.76.220 and the date on which the 

assessment would terminate under AS 43.76.250(a); 

(C) ask the question whether the salmon fishery assessment addressed on the ballot shall be approved, 

amended, or terminated, as appropriate; 

(D) indicate the fishery for which the salmon fishery assessment will be levied or terminated; 

(E) provide an effective date for the approval, amendment, or termination of the salmon fishery 

assessment; and 

(F) indicate the date on which returned ballots must be postmarked in order to be counted; 

(5) the ballots shall be returned by mail and shall be counted by an auditor selected by the qualified 

salmon fishery association and approved by the commissioner of fish and game; the qualified salmon 

fishery association shall pay the costs of counting the ballots. 

(d) The commissioner of fish and game shall certify the results of an election under this section if the 

commissioner determines that the requirements of (a) and (c) of this section have been satisfied. 

(e) A qualified salmon fishery association may employ or contract with another person to administer 

an election under this section subject to the supervision of the association. 

(f) Except as otherwise provided under AS 43.76.240 and 43.76.250, an election to amend the rate or 

termination date of a salmon fishery assessment or to terminate a salmon fishery assessment shall be 

conducted under the same procedures established under (a), (c), and (d) of this section for an election 

to approve a salmon fishery assessment. 

(g) In this section, “eligible interim-use permit and entry permit holder” means an individual who, 90 

days before the date ballots must be postmarked to be counted in an election under this section, is 

listed in the records of the Alaska Commercial Fisheries Entry Commission as the legal holder of an 

interim-use permit for salmon fishing gear or an entry permit for salmon fishing gear that authorizes 

the individual to fish commercially in the salmon fishery for which the salmon fishery assessment is to 

be approved, amended, or terminated. 



AS 43.76.260. Collection of Assessment. 

(a) Except as otherwise provided under (f) of this section, a buyer who acquires salmon that is subject 

to a salmon fishery assessment levied under AS 43.76.220 shall collect the salmon fishery assessment 

at the time of purchase and shall remit the total salmon fishery assessment collected during each 

month to the Department of Revenue by the last day of the next month. 

(b) A buyer who collects the salmon fishery assessment shall maintain records of the value of salmon 

that is subject to the assessment that is purchased in each salmon fishery of the state. 

(c) The owner of salmon removed from the state is liable for payment of the salmon fishery assessment 

levied under AS 43.76.220 if, at the time the salmon is removed from the state, the assessment 

payable on the salmon has not been collected by a buyer. If the owner of the salmon is liable for 

payment of the salmon fishery assessment under this subsection, the owner shall comply with the 

requirements under (a) and (b) of this section to remit the assessment to the department and to 

maintain records. 

(d) The salmon fishery assessment collected under this section shall be deposited in the state treasury. 

(e) The provisions of AS 43.05 and AS 43.10 apply to the enforcement and collection of a salmon 

fishery assessment levied under AS 43.76.220 - 43.76.280. 

(f) A direct marketing fisheries business licensed under AS 43.75.020(c) or a commercial fisherman 

who transfers possession of salmon to a buyer who is not a fisheries business licensed under AS 43.75 

is liable for the payment of a salmon fishery assessment levied under AS 43.76.220 if, at the time 

possession of the fishery resource is transferred to a buyer, the salmon fishery assessment payable on 

the salmon has not been collected. If a direct marketing fisheries business or commercial fisherman is 

liable for payment of the salmon fishery assessment under this subsection, the direct marketing 

fisheries business or commercial fisherman shall comply with the requirement under (b) of this section 

to maintain records. Notwithstanding (a) of this section, a person subject to this subsection shall remit 

the total salmon fishery assessment payable during the calendar year to the Department of Revenue 

before April 1 after close of the calendar year. 

AS 43.76.270. Funding For Qualified Salmon Fishery Associations. 

(a) The legislature may make appropriations of revenue collected under AS 43.76.260 to the 

Department of Fish and Game for funding of the qualified salmon fishery association for the fishery in 

which the assessment was collected. Funds received under this section by a qualified salmon fishery 

association may be expended in accordance with the annual operating plan developed under (b) of 

this section. 

(b) The Department of Fish and Game may assist a salmon fishery association in developing an annual 

operating plan. The annual operating plan must describe the activities for which the association 

intends to expend the funding received under this section, including consolidation of the fishing fleet 

in the salmon fishery, financial assistance to permit holders in the fishery to promote consolidation of 

the fishing fleet for the fishery, and administrative activities of the association. 

(c) A qualified salmon fishery association receiving funding under this section shall submit an annual 

report to the Department of Fish and Game and to the members of the association describing the 

activities of the association and how those activities are consistent with the articles of incorporation 

and bylaws of the association. 

(d) This section does not establish a dedication of a state tax or license. 

(e) This section does not restrict or qualify the authority of the Department of Fish and Game or the 

Board of Fisheries under AS 16. 



 

1) Harvester proponents (private sector): 

(a) Develop buyback implementation plan and loan proposal (harvester proponents’ 

implementation plan); and  

(b) Submit harvester proponents’ implementation plan to Governor; or 

(c) Submit harvester proponents’ implementation plan for approval by the majority of permit 

holders the fishery.  

2) Governor or majority of permit holders: 

(a) Approves harvester proponents’ implementation plan;  

(b) Approves state fishery management plan amendment required to complement harvester 

proponents’ implementation plan; and  

(c) Submits plan to NMFS.  

3) NMFS:  

(a) Determines whether harvester proponents’ implementation plan is sufficient;  

(b) Conducts advanced referendum (if requested);  

(c) Prepares agency implementation plan and regulations;  

(d) Approves buyback loan (assumes availability of sufficient appropriation and apportionment 

authority);  

(e) Proposes agency implementation plan and regulations;  

(f) Adopts agency implementation plan and regulations;  

(g) Invites bids;  

(h) Receives and tallies bids;  

(i) Accepts bids;  

(j) Conducts post-bid referendum;  

(k) Certifies referendum results approving the industry fee system;  

(l) Advises accepted bidders of removal of express condition subsequent (i.e., referendum 

approval);  

(m) Conducts buyback;  

(n) Upon completing the program, the state implementation regulations become fully effective; 

and  

(o) Collection-of-fees process begins (buyer reporting and recordkeeping and possible seller 

reports). 

Source: NOAA Office of the Chief Information Officer (2012) 



 

A harvester proponents’ implementation plan must: 

1) Specify detailed buyback methodology and procedures, including the appropriate point to conduct 

a pre-bidding referendum;  

2) Propose the types and numbers of vessels or permits that are eligible to participate in the program;  

3) Project the buyback fishery’s annual gross ex-vessel income during the buyback loan’s term;  

4) Specify the buyback loan’s principal and repayment term;  

5) Specify the minimum amount of reduced capacity for the program to be cost-effective;  

6) Analyze program cost-effectiveness at the minimum level and at additional incremental levels;  

7) Demonstrate the ability to prospectively repay debt obligations imposed by the program;  

8) Specify measures to prevent replacement of removed fishing capacity by vessel upgrades or other 

means;  

9) Propose a specified or target total allowable catch that will trigger post-buyback closures or other 

measures to reduce catch;  

10) Specify the names and addresses of all likely post-buyback fish buyers;  

11) Specify fee collection and reporting procedures (in the case of fisheries in which some sellers sell 

unprocessed fish to buyers and others sell processed fish to buyers, a means of establishing the 

delivery value of processed fish needs to be specified; also the procedures may need to specify what 

actions may be needed, and who must take them, if state confidentiality laws or other impediments 

will negatively affect the collection and reporting procedures);  

12) Demonstrate measures used to ensure wide industry support for the implementation plan;  

13) Include certification that the implementation plan will accomplish the program purpose; and 

14) Assess the potential impact of the program on other fisheries, including the general economic 

impact and possible steps to mitigate undesirable impacts. 

Source: NOAA Office of the Chief Information Officer (2012) 



 

Magnuson-Stevens Fishery Conservation and Management Act 

SEC. 312. TRANSITION TO SUSTAINABLE FISHERIES 

… 

(b) FISHING CAPACITY REDUCTION PROGRAM.— 

(1) The Secretary, at the request of the appropriate Council for fisheries under the authority of such 

Council, the Governor of a State for fisheries under State authority, or a majority of permit holders in 

the fishery, may conduct a voluntary fishing capacity reduction program (referred to in this section as 

the ‘program’) in a fishery if the Secretary determines that the program —  

(A) is necessary to prevent or end overfishing, rebuild stocks of fish, or achieve measurable and 

significant improvements in the conservation and management of the fishery;  

(B) is consistent with the Federal or State fishery management plan or program in effect for such 

fishery, as appropriate, and that the fishery management plan— 

(i) will prevent the replacement of fishing capacity removed by the program through a moratorium on 

new entrants, practicable restrictions on vessel upgrades, and other effort control measures, taking 

into account the full potential fishing capacity of the fleet; and  

(ii) establishes a specified or target total allowable catch or other measures that trigger closure of the 

fishery or adjustments to reduce catch; and  

(C) is cost-effective and, in the instance of a program involving an industry fee system, prospectively 

capable of repaying any debt obligation incurred under § 1111 of title XI of the Merchant Marine Act, 

1936. 

(2) The objective of the program shall be to obtain the maximum sustained reduction in fishing 

capacity at the least cost and in a minimum period of time. To achieve that objective, the Secretary is 

authorized to pay—  

(A) the owner of a fishing vessel, if the permit authorizing the participation of the vessel in the fishery 

is surrendered for permanent revocation and the vessel owner and permit holder relinquish any claim 

associated with the vessel or permit that could qualify such owner or holder for any present or future 

limited access system permit in the fishery for which the program is established or in any other fishery 

and such vessel is (i) scrapped, or (ii) through the Secretary of the department in which the Coast 

Guard is operating, subjected to title restrictions (including loss of the vessel’s fisheries endorsement) 

that permanently prohibit and effectively prevent its use in fishing in federal or state waters, or fishing 

on the high seas or in the waters of a foreign nation; or  

(B) the holder of a permit authorizing participation in the fishery, if such permit is surrendered for 

permanent revocation, and such holder relinquishes any claim associated with the permit and vessel 

used to harvest fishery resources under the permit that could qualify such holder for any present or 

future limited access system permit in the fishery for which the program was established.  

(3) Participation in the program shall be voluntary, but the Secretary shall ensure compliance by all 

who do participate.  

(4) The harvester proponents of each program and the Secretary shall consult, as appropriate and 

practicable, with Councils, Federal agencies, State and regional authorities, affected fishing 



communities, participants in the fishery, conservation organizations, and other interested parties 

throughout the development and implementation of any program under this section.  

(5) PAYMENT CONDITION.—The Secretary may not make a payment under paragraph (2) with 

respect to a vessel that will not be scrapped unless the Secretary certifies that the vessel will not be 

used for fishing in the waters of a foreign nation or fishing on the high seas.  

(6) Report.—  

(A) In General.—Subject to the availability of funds, the Secretary shall, within 12 months after the 

date of the enactment of the Magnuson-Stevens Fishery Conservation and Management 

Reauthorization Act of 2006 submit to the Congress a report— 

(i) identifying and describing the 20 fisheries in United States waters with the most severe examples of 

excess harvesting capacity in the fisheries, based on value of each fishery and the amount of excess 

harvesting capacity as determined by the Secretary; 

(ii) recommending measures for reducing such excess harvesting capacity, including the retirement of 

any latent fishing permits that could contribute to further excess harvesting capacity in those fisheries; 

and (iii) potential sources of funding for such measures.  

(B) BASIS FOR RECOMMENDATIONS.—The Secretary shall base the recommendations made with 

respect to a fishery on— (i) the most cost effective means of achieving voluntary reduction in capacity 

for the fishery using the potential for industry financing; and the waters of a foreign nation, or on the 

high seas. 

(c) PROGRAM FUNDING.— 

(1) The program may be funded by any combination of amounts—  

(A) available under clause (iv) of § 2(b)(1)(A) of the Act of August 11, 1939 (15 U.S.C. 713c-3(b)(1)(A); 

the Saltonstall-Kennedy Act);  

(B) appropriated for the purposes of this section;  

(C) provided by an industry fee system established under subsection (d) and in accordance with § 

1111 of title XI of the Merchant Marine Act, 1936; or  

(D) provided from any State or other public sources or private or non-profit organizations.  

(2) All funds for the program, including any fees established under subsection (d), shall be paid into 

the fishing capacity reduction fund established under § 1111 of title XI of the Merchant Marine Act, 

1936. 

(d) INDUSTRY FEE SYSTEM.— 

(1) (A) If an industry fee system is necessary to fund the program, the Secretary may conduct a 

referendum on such system. Prior to the referendum, the Secretary shall—  

(i) identify, to the extent practicable, and notify all permit or vessel owners who would be affected by 

the program; and 

(ii) make available to such owners information about the industry fee system describing the schedule, 

procedures, and eligibility requirements for the referendum, the proposed program, and the amount 

and duration and any other terms and conditions of the proposed fee system.  

(B) The industry fee system shall be considered approved if the referendum votes which are cast in 

favor of the proposed system constitute at least a majority of the permit holders in the fishery, or 50 

percent of the permitted allocation of the fishery, who participated in the fishery.  



(2) Notwithstanding § 304(d) and consistent with an approved industry fee system, the Secretary is 

authorized to establish such a system to fund the program and repay debt obligations incurred 

pursuant to § 1111 of title XI of the Merchant Marine Act, 1936. The fees for a program established 

under this section shall—  

(A) be determined by the Secretary and adjusted from time to time as the Secretary considers 

necessary to ensure the availability of sufficient funds to repay such debt obligations;  

(B) not exceed 5 percent of the ex-vessel value 

C) be deducted by the first ex-vessel fish purchaser from the proceeds otherwise payable to the seller 

and accounted for and forwarded by such fish purchasers to the Secretary in such manner as the 

Secretary may establish, unless the Secretary determines that such fees should be collected from the 

seller; and  

(D) be in effect only until such time as the debt obligation has been fully paid. 

(e) IMPLEMENTATION PLAN.— 

(1) FRAMEWORK REGULATIONS.—The Secretary shall propose and adopt framework regulations 

applicable to the implementation of all programs under this section.  

(2) PROGRAM REGULATIONS.—The Secretary shall implement each program under this section by 

promulgating regulations that, together with the framework regulations, establish each program and 

control its implementation.  

(3) HARVESTER PROPONENTS’ IMPLEMENTATION PLAN.—The Secretary may not propose 

implementation regulations for a program to be paid for by an industry fee system until the harvester 

proponents of the program provide to the Secretary a proposed implementation plan that, among 

other matters—  

(A) proposes the types and numbers of vessels or permits that are eligible to participate in the program 

and the manner in which the program shall proceed, taking into account—  

(i) the requirements of this section; (ii) the requirements of the framework regulations;  

(iii) the characteristics of the fishery and affected fishing communities;  

(iv) the requirements of the applicable fishery management plan and any amendment that such plan 

may require to support the proposed program;  

(v) the general needs and desires of harvesters in the fishery;  

(vi) the need to minimize program costs; and  

(vii) other matters, including the manner in which such proponents propose to fund the program to 

ensure its cost effectiveness, as well as any relevant factors demonstrating the potential for, or 

necessary to obtain, the support and general cooperation of a substantial number of affected 

harvesters in the fishery (or portion of the fishery) for which the program is intended; and  

(B) proposes procedures for program participation (such as submission of owner bids under an auction 

system or fair market-value assessment), including any terms and conditions for participation, that the 

harvester proponents deem to be reasonably necessary to meet the program’s proposed objectives.  

(4) PARTICIPATION CONTRACTS.—The Secretary shall contract with each person participating in a 

program, and each such contract shall, in addition to including such other matters as the Secretary 

deems necessary and appropriate to effectively implement each program (including penalties for 

contract nonperformance) be consistent with the framework and implementing regulations and all 

other applicable law. 



(5) REDUCTION AUCTIONS.—Each program not involving fair market assessment shall involve a 

reduction auction that scores the reduction price of each bid offer by the data relevant to each bidder 

under an appropriate fisheries productivity factor. If the Secretary accepts bids, the Secretary shall 

accept responsive bids in the rank order of their bid scores, starting with the bid whose reduction 

price is the lowest percentage of the productivity factor, and successively accepting each additional 

responsive bid in rank order until either there are no more responsive bids or acceptance of the next 

bid would cause the total value of bids accepted to exceed the amount of funds available for the 

program.  

(6) BID INVITATIONS.—Each program shall proceed by the Secretary issuing invitations to bid setting 

out the terms and conditions for participation consistent with the framework and implementing 

regulations. Each bid that the Secretary receives in response to the invitation to bid shall constitute an 

irrevocable offer from the bidder. 

 



 

The analysis also examined average annual gross earnings in the S03T fishery by area of residence and 

permit holder-based earnings quartile group, where each group consists of a quarter of the active 

permit holders in the fishery. Between 2002 and 2012, 48 percent of the fishing seasons by 

watershed permit holders resulted in a fourth quartile fishing season, i.e., a season in which earnings 

fell in the lowest quartile (Table 12). On average, watershed residents accounted for 44 percent of the 

fishing seasons that fell in the fourth quartile even though they accounted for only 23 percent of all 

fishing seasons by active permit holders (Table 13). By comparison, 16 percent of the fishing seasons 

by permit holders from outside of Alaska fell in the fourth quartile. These permit holders accounted 

for 32 percent of all fourth quartile seasons, and they accounted for 52 percent of all fishing seasons 

by active permits holders. Twenty-five percent of the fishing seasons of Alaskans who live outside of 

the watershed resulted in a fourth quartile season. These permit holders accounted for 24 percent of 

all fourth quartile seasons, and they accounted for 25 percent of all fishing seasons by active permits 

holders. 

Area Quartile 1 Quartile 2 Quartile 3 Quartile 4 
Average 
Quartile 

Watershed 8 16 28 48 3.2 

Other Alaska 23 25 27 25 2.5 

Outside Alaska 33 29 23 16 2.2 

All Active Permit Holders 25 25 25 25 2.5 

 

Area Quartile 1 Quartile 2 Quartile 3 Quartile 4 
Portion of All 

Seasons 

Watershed 7 15 26 44 23.1 

Other Alaska 23 25 27 24 24.6 

Outside Alaska 70 60 48 32 52.3 

All Active Permit Holders 100 100 100 100 100.0 

 

Watershed residents account for a steadily declining portion of the total number of active permits in 

the S03T fishery. In 2002, watershed permit holders accounted for 27 percent of all permit holders 

with landings, but by 2012, that number had fallen to 21 percent (Figure 15). During the 2002–2012 

period watershed permit holders accounted for about 35 to 50 percent of all fourth quartile fishing 

seasons and around 60 to 75 percent of all “below average for the fishery” seasons.  
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This analysis used a multivariate regression to test the significance of current and previous years’ 

earnings in predicting S03T permit prices over the years 1980–2012. As shown in Table 14, average 

earnings among S03T permit holders in both the current year and previous year are statistically 

significant and positively correlated with S03T permit prices in the current year. Model results indicate 

that a $1 increase in average earnings in the previous year will yield a $0.95 increase in the real 

permit price in the current year, while a $1 increase in average earnings in the current year results in a 

$1.44 increase in the permit price in the current year. A highly significant time trend variable for the 

years 1990–2002 captures a difference in market conditions between this period and the remainder 

of the sample timeframe. Overall, the model exhibited high significance, with a probability of not 

being significant less than 0.1 percent, and predicted 85 percent of variation in the permit price.  

Number of Observations  33   

F (3, 29)  60.95   

Prob > F  00.000   

Adjusted R-squared  00.8489   

Variable Coefficient Std. Error P-Value 

Inflation-adjusted Average Earnings, Current Year  1.4378 0.2344 0.000 

Inflation-adjusted Average Earnings, Previous Year 0.9456 0.2111 0.000 

1990–2002 Trend 27,532.17 6963.35 0.000 

Constant -32,568.52 9334.47 0.002 

Source: CFEC (2014c) 
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