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SUMMARY AND CONCLUSIONS

This repért outlines a policy and set of principles for implementing cost recovery
in Commonwealth fisheries. It provides a stable basis for cost effective and

equitable cost recovery arrangements both now and in the future.

With the assistance of the Australian Bureau of Agriculture and Resource
Economics (ABARE), the task force devised a methodology to determine:

» the appropriateness of AFMA's functions and activities
« the attribution of those functions and activities to specific user groups; and
« an appropriate level of recoverability of costs associated with those functions

and actvites.

The task force examined AFMA's administrative costs and concluded that:

s the allocation of administrative expenditure to recoverable and non-
recoverable activities should be changed to better reflect the split of work
between the two categories; and :

¢ because of the high level of administrative expenditure AFMA should review
their expenditure with a view to reducing the proportion of their budget spent
on administration.

The task force conclusions, on the attribution of AFMA's functions and activities
to specific user groups and the recoverability of assodated costs, are summarised
in Figure 1 below. The task force was not able to reach agreement on the
attribution of the Awusiralian Fisheries magazine and the recoverability of the
domestic compliance program.

The task force considered that AFMA's domestic fisheries compliance program,
surveillance and enforcement, was partially recoverable. Simply put,
surveillance covers activities related to the detection of 'unauthorised’ or illegal
activities, while enforcement activities are directed at apprehension and
prosecution. The task force considered that surveillance was a recoverable
activity but that enforcement was non-recoverable. DoF originally agreed with
this conclusion but subsequently put an alternative position that enforcement
should be partially {(50%) non-recoverable. As the alternative position was
proposed after the final meeting of the task force, at which all members indicated
that they agreed with the prindpal conclusions and the logic behind them, and
therefore was not discussed by the task force, DoF 's minority view has been
presented in this report.

Two options are presented for an adjustment process. If majority view is
accepted, the condusions of the task force essentially cancel each other but and no
additional adjustments need be made to the amount recovered from the
commercial fishing sector. DoF's alternative position ld result in an
additional $0.8 million recovered from commerdial fishers.

| g
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Figure 1: Summary of the conclusions of the task force concerning the
attribution and recoverability of AFMA's current functions and activities

Function - Related Activities User | Rec-
(a) Management of Commonwealth- | General fisheries 1 Rec
managed commerdal domestic management
fisheries Collapsed fisheries 1 Part
management ' Rec
Exploratory/Develop-mental] 1 | Rart
fisheries management Rec
Management Plans 1 N/R
development
Management Plans 1 Rec
maintenance
Compliance Program®* 1 Part
Rec
(b) Management of non-commercial - 2 N/R
fisheries
(c) Managerment input into fisheries |Offshore Constitutional 1&2 | N/R
under joint jurisdiction Settlement (OCS)
(Cwealth/State/Terr) negotiations
{d) Management input into bilateral 4 Rec
fisheries
(e) Surveillance and enforcement of 4 N/R
illegal foreign fishing inside the
Australian Fishing Zone
(f) Development of research Fisheries Research Advisory | 1&2 | N/R
priorities Board (FRAB) for
Commonwealth fisheries
(g} Preparation of legislation and 1&2 Part
litigation-related activities Rec
(h) Participation in international fora 3 N/R
(i) Publication and drculation of var- | N/R
Australian Fisheries magazine ious

* the task force did not reach agreement on the recoverability of this item

ey:

K
Rec = recoverable; Part = partially non-recoverable; N/R = non-recoverable

= commercial fishers; 2 = non-commercial fishers; 3 = general community;

1
4 = foreign fishers
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1. BACKGROUND _TO THE REVIEW
1.1 Infr:oduction '

The Commonwealth has management responsibilities for fisheries outside three
nautical miles off-shore, to the 200 mile limit, unless other management
arrangements have been put in place followmg agreement with the relevant

State/Territory Government.

In . 1989 the Commonwealth released its fisheries policy 'statement New
Directions for Commonwealth Fisheries Management in the 1990°s. As part of
the implementation of this policy statement the Government decided to create
the Australian Fisheries Management Authority (AFMA). AFMA was given
responsibility for operations and operational policy in relation to management of
Commonwealth fisheries. The Department of Primary Industries and Energy
(DPIE) retained responsibility for strategic national and international policy
matters. The rationale for the split was to increase interacton between the
industry and the government, while distancing the Minister from many day-to-
day operational decisions made by AFMA. The creation of AFMA also allowed
DPIE to address more strategic issues relevant to the fishing and aquaculture

industries.
1.2  Why a Review of Cost Recovery

In 1992 the Industry Commission (IC) published its report Cost Recovery for
Managing Fisheries, which outlined the findings of its inquiry into the cost
recovery arrangements for Commonwealth managed fisheries. As part of its
response to the IC report, the Commonwealth announced a review of AFMA's
attributable and non-attributable management costs, on a fishery by fishery basis.
The review was to be conducted by DPIE, AFMA and the Department of Finance
(DoF), in consultation with the fishing industry. The Government's decision
specified that any changes to cost recovery charges identified were to be phased in
during 1994-95 to 1996-57.

1.3  Terms of Reference

The overall objective of this review was to determine a cost effective, equitable
and stable basis for future cost recovery arrangements in Commonwealth
managed fisheries.

A task force, comprising representatives from DPIE, AFMA, ABARE and DoF,
was charged with conducting the review. The Executive Director of the National

- Fishing Industry Coundl was invited to a number of task force meetings, and was

invited to comment on various draft reports. The consultation arrangement
spedified that, as this was a Budget related review, attendance at the meetings and
access to documentation was on the condition that confidentiality was
maintained. This meant that the Executive Director of NFIC was not able to
consult more widely with the industry. An independent consultant chaired the

task force.
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The terms of reference are reproduced in full at Appendix 1. In summary, the
task force was asked to make recommendations on:

» whether AFMA's activities and functions have a legislative basis;
* the attribution of those activities and functions to specific user groups; and
the recoverability of the costs associated with undertaking those activities and

functions.

The task force was asked to make their assessments in accordance with the
Commonwealth Government's principles of cost recovery and the objective of
user pays. The administration of fisheries research is addressed in a separate
Rural Research Review so was excluded from consideration here, except the
identification of AFMA's costs associated with prioriisaton of research.

2. THE CURRENT SITUATION IN AFMA

—

21  Legislative Basis for AFMA Activities

AFMA's primary role is to manage fishing acti_vity and fisheries resources in
Commonwealth managed fisheries.

The two main acts governing AFMA's operations are the Fisheries
Administration Act 1991 and the Fisheries Management Act 1991. The objectives
and functions of AFMA defined in these acts are listed at Appendix 2.

In carrying out its functions, AFMA activities can be broadly categorised as:

* management of Commonwealth commercial fisheries; ]

+ management of Commonwealth non-commerdal fisheries:

» input into the management of fisheries under joint jurisdiction
(Commonwealth/State/Territory) ;-

« management input into bilateral fisheries;

 surveillance and enforcement of illegal foreign fishing inside the Australian
Fishing Zone; ' :

« Commonwealth requested participation in international fora;

» preparation of legislation and litigation-related activities;

*+ development of research priorities and identification of sources of funding;

and
» publication and drculation of the magazine, Australian Fisheries.

22 Current Cost Recovery Arrangements

Under current Commonwealth cost recovery policy AFMA's costs are defined as
recoverable or non-recoverable. Until the end of 1993-94 AFMA will collect '90%

. of recoverable management costs in Commonwealth fisheries. Management

costs assoaated with licensed foreign fishing boats are fully recovered. Following
a Government decision in the context of the 1993-94 Budget, AFMA is required to
recover 100% of recoverable costs commencing 1994-95.
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- The current split of recoverable and non-recoverable activities is as follows:

Recuvera_ble

management costs related to domestic commerdal fisheries

+ management input into bilateral fisheries

Non-Recoverable (Partially Or Fully)

23

development of management plans under the Fisheries Management Act
1991 '
management costs related to non-commerdial fisheries

surveillance and enforcement of illegal foreign fishing in the Australian
Fishing Zone (AFZ)

Australian Fisheries Magazine

participation in International fora

management costs related to exploratory and developmental fisheries
management input into fisheries under joint jurisdiction

administration costs associated with the AFMA Board and Executive

Secretariat _
costs associated with the Chief Economist and Chief Sdentist positions

Allocation of AFMA Administrative Costs

Administrative activities within AFMA include: office services (eg rent); records
management; financial management; human resource management; and
information systems. The process for allocating AFMA administrative costs

involves:

distribution of non-administrative staff into either the recoverable or non-
recoverable category;

calculation of the per cent of non-administrative staff in the recoverable
category and the non-recoverable category; and

multiplication of the per cent of non-administrative staff in recoverable
activities by total administrative costs to obtain the proportion of
admindstration costs allpcated to recoverable activities (likewise, the
proportion of non-administrative staff in non-recoverable activities is used to
calculate administration costs allocated to non-recoverable activities).

In 1993-94, from a total staff of 92, approximately 29 AFMA staff were involved
directly in non-recoverable activities (see Table 7), 32 staff were employed to
perform recoverable activities, and 31 staff undertook administrative activities.
Costs associated with administrative staff were allocated to the recoverable and
non-recoverable activities as follows: non-recoverable activities were assigned 48
per cent [29/(29+32)] of administration cost ($3.8 million), and 52 per cent
[32/(25+32)] of administration expense was allocated to recoverable activities.
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3. REVIEW METHODOLOGY

31  Outline of the Commonwealth's User Pays Policy

‘The Commonwealth has been progressively moving towards applying the

principies of cost recovery in a wide range of administration and program
delivery areas. This reform has been driven by recognition of improved
efficiencies (largely in the form of regulated demand) to be achieved by charging
users for the services they consume. _

The application of cost recovery has been determined on a case-by-case basis
taking into account the reason why the service is provided, the type of service
provided and the beneficiaries of the particular programs.

The task force was asked, amongst other things, to develop a methodology for
determining which AFMA costs should be recovered and which should not be
recovered. The terms of reference specify that-the cost recovery review was to
take place "against the objective of user-pays and the prindples of cost recovery.”
Therefore when beginning its review, the task force examined the
Commonwealth's user-pays policy to obtain an overall framework within which

to operate.

The task force was guided by policy statements which indicate that the prindpie
behind the Commonwealth's user-pays policy is that users of government
services should pay in proportion to the benefits they receive.

The 1989 Government policy statement on fisheries states:

"....in general the beneficiaries of services, including management
controls, should meet the costs of those services. Consequently, industry
should contribute to management costs in proportion to the benefits it
receives." (New Directions for Commonwealth Fisheries Management in

the 1990s, Commonwealth of Australia 1989, p 34)

The terms of reference for the Industry Commission’s study into cost recovery
requested that the Commission take into account:

»...the Government's policy that subject to it being cost effective to do so,
the beneficiaries of services should contribute to the costs in proportion to
the benefits received". (Cost Recovery for Managing Fisheries,
Commonwealth of Australia 1992, p ix)

This principle forms the basis for the approach used in this review.
32  Methodology Adopted by the Task Force
The task force adopted the following three stage approach in determining

attribution and recoverability of AFMA's activities. The approach is illustrated
in Appendix 3 and is described below.
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» Stage 1 determination of apprapriate functions to be performed by AFMA

The task force determined whether there was a legislative basis for AFMA
undertaking its current activities. If activities could not be clearly related to
legislation, the task force determined whether there was another justification for
AFMA performing them, including whether it would be more efficient for
AFMA to be contracted to provide the service.

» Stage 2 attribution of costs to user groups

The attribution of costs associated with a particular AFMA activity is the first step
in assessing cost recoverability. The task force determined whether each of
AFMA's current activiies was attributable to the existence of a specific user group
or whether it was attributable to the community at large. If an AFMA activity
was necessitated by the presence of a particular user group, then that activity was
considered to be attributable to that group. In practice, an activity was considered
attributable to a spedific user group if the respanse to the following question was
"yes" : Would the non-existence of a particular group eliminate the need for the

AFMA activity in question?
* Stage 3 recoverability of costs

AFMA activities that had been attributed to spedcific user groups in Stage 2 were
then examined to determine whether associated costs should be recovered from

the user groups.

The following factt;rs were considered in determining recoverability:
1. the extent of user group benefit from the activity;

2. consistency with Goverrunent cost recovery policy in other sectors;
3. the existence of extenuating socio-economic considerations;

4. the existence of government policy whlch impacts on the cost recoverability
for a particular activity; and

5. the cost effectiveness of recovering the costs of any particular activity.

The first criterion reflects the Commonwealth's user-pays policy. The second
criterion was important in helping the task force understand how the
Commonwealth applies its user-pays policy in practice - unless there are clear
reasons to do so, it was not felt that fisheries should be treated differently than
other sectors. The third criterion was included to capture policy considerations
other than the user-pays policy (eg protecting the traditional way of life of Torres
Strait Islanders) that may influence the decision to recover costs. The fourth
criterion reflects the fact that there may have been policy decdisions in the past
which now influence the recoverability of a particular cost. It follows then that if
that policy. decision is changed then the recoverability may change also.

A cost was defined as recoverable if it could be cost effectively collected and
enforced.
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4. APPLICATION OF METHODOLOGY

4.1 AFMA's Functions

Using the methodoidg}' outlined in Stage 1 the task force identified the
functions/activities currently performed by AFMA and compared them to their
legislative mandate as defined in the Fisheries Administration and Fisheries

Management Acts of 1991,

'I'he task force concluded that each of AFMA’s current functlons/ actvities has a

legislative basis.

42  Attribution of Costs fo User Groups

The conclusions of the task force regarding the attribution of AFMA's activities
are summarised in Figure 2. The user group to which the activity is attributed is
also spedified. The basis for each conclusion is discussed below.

Figure 2: Attribution of AFMA's Activities

I

Activity- User Group
(a) Management of Commonwealth-managed Commercial
Fishers

commercial domestic fisheries

(b) Management of non-commerdal
fisheries

(¢) Management input into fisheries under joint
jurisdiction (Commonwealth/State/Territory)
(d) Management input into bilateral fisheries

{e) Surveillance and enforcement of illegél"fé)reign
fishing inside the Australian Fishing Zone

(f Development of research priorities

{(g) Preparation of legislation and litigation-related
activities
(h) Participation in international fora

(i) Publication and drculation of Australian
Fisheries

Non-commercial
Fishers

Traditional Fishers,
& other User Groups

Commercial/
Non-commercial
Fishers

Foreign Fishers
Foreign Fishers
Commerdal /
Non-commercial
Fishers
Commercial/
Non-commercial
Fishers

Commonwealth

Various Parties
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{a} Management of Commonwealth-managed commerdal domestic fisheries
If there were no comrmercdial harvesting activity in Comunonwealth fisheries, the
task force could see no reascn why most domestic management activities (related
to the commerdial sector) would be required.. In other words, it is the existence of
the domestic commerdal harvesting sector (and no other group) that generates
the need for management of commercial activity.

However, even if all domestic resource exploitation stopped, the Commonwealth

would still need to undertake {(and pay for) a certain level of management. As

the custodian of the resource, the Commonwealth would need to be involved in
surveillance and enforcement activity related to illegal domestic activity.
Therefore not all costs associated with management of the commercial sector
could be avoided if the commercial sector did not exist; however, the task force
did not estimate the corresponding level of unavoidable Commonwealth
surveillance and enforcement expenditures. The task force attributes AFMA's
activities in this area to the existence of commercial users.

(b) Management of non-commercial fisheries-

AFMA management activity related to non-commercial harvesting fishers, such
as recreational fishers, charter vessels and traditional fishers was considered
attributable to these user groups. As was the case in commercial fisheries, this
finding directly flows from applying the existence criteria.

() Management input into fisheries under joint jurisdiction
(Commonwealth/State/Territory)

The task force concluded that AFMA management into fisheries under joint
jurisdiction was attributable to the commerdal and non-commercial user groups
in these fisheries. If these user groups were not involved in resource
exploitation, then AFMA expenditures in this area would not be necessary.

{d) Management input into bilateral fisheries

AFMA provides input into the management of foreign fishers permitted access
into the Australian Fishing Zone under bilateral agreements with foreign
governments. The existence of foreign fishers necessitates the management

'expense, and the task force concluded that the corresponding AFMA activities are

attributable to foreign fishers.

{(e)  Surveillance and enforcement of illegal forexgn fishing in the Australian
Fishing Zone

AFMA activities related to surveillance, apprehension and prosecutlon of illegal
foreign fishers operating in the Australian Fishing Zone are attributable to illegal
foreign fishers, as it is their existence that requires the establishment of a foreign

compliance program.

()  Development of research priorities

If there were no commercial and non-commercial harvesting activity in
Commonwealth-managed fisheries, AFMA's priority-setting activities would not
be necessary. Therefore under the task force's attribution criterion, this activity is
attributed to the commercial and non-commercial sectors.

10
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(g2  Preparation of legislation and litigation-related activities
Once again, most of AFMA's involvement in this area can be directly linked to
the existence of commercial and non-commercial harvesting activity, and
therefore the task force considered this expenditure category as attributable to
these user groups. It is noted however that a portion of AFMA's legal activity is
directed towards other activities such as illegal foreign fishing.

(h)  Participation in international fora
From time to time AFMA is asked by the Commonwealth to participate in
meetings of international fora, such as the Fisheries Committee of the OECD,

" FAQ and various South Pacific institutions. AFMA's involvement at such

meetings is unrelated to the existence of a domestic harvesting sector, but is
attributable to the Commonwealth.

(i) Publication and circulation of Australian Fisheries Magazine

Australian Fisheries is a magazine dedicated to Commonwealth-managed
fisheries issues. The magazine was first published in October 1941 as Fisheries
News-Letter. Australian Fisheries is circulated free-of-charge to all
Commonwealth-licensed commercial fishers. This policy has been in place since
1983, when it was announced by the then Minister for Primary Industry, Mr John
Kerin and reflected the Government's sodal justice pohcy with regard to remote

communities,

Members of the task force were not able to reach agreement on an appropriate
attribution of the Australian Fisheries Magazine.

43  Determination of Recoverable and Non-Recoverable Costs

Having attributed AFMA activities to various user groups, the task force
examined whether the associated costs should or could be recovered. The logic
underlying the conclusions of the task force concerning recoverability is detailed
below. Figure 3 identifies various attributable functions and activities considered
non-recoverable (partially or fully) by the task force.

As mentioned earlier {Section 3.2), the task force employed the following criteria
to determine cost recoverability: :

1. the extent of user group benefit from the activity;
2. consistency with Government cost recovery policy in other sectors;
3. the existence of extenuating socio-economic considerations;

4. the existence of government policy which impacts on the cost recoverability
for a particular activity; and

5. the cost effectiveness of recovering the costs of any particular activity.

11
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Figure 3: Nan-recoverable Functions and Activities

AFMA Function

(a) Management of Commonwealth-managed
commercial domestic fisheries

{b) Management of Commonwealth-managed
non-commercial fisheries

(c) Management input into fisheries under joint
jurisdiction(Commonwealth /State/ Territory)

(d) Surveillance and enforcement of illegal foréign
fishing inside the Australian Fishing Zone

{e) Development of research priorities

(f) Preparation of legislation and litigation-related
activities

(g) Publication of Australian Fisheries magazine

Non Recoverable Item
(fully or partially)

Collapsed fisheries
Exploratory/Devel.
fisheries
Management plans
Domestic
Compliance Prog*
All associated costs
OCS negotiations

Management costs

All assodated costs

All assodated costs

All associated costs#

All associated costs

* The task force could not reach agreement on an appropriate level of recovery for this activity

# One exception which is discussed in the text below

(3} Management of Commonwealth-managed commercial domestic fisheries
Within this broad AFMA function, the task force considered a number of

activities to be fully or partially non-recoverable.
below: '

Collapsed fisheries management costs

These are discussed in detail

For a number of reasons, Fish stocks occasionally exhibit Iarge swings in
resource availability which has mainly been attributed to overfishing. Recent
research shows that unpredictable changes in environmental conditions,
both natural and man made, may also contribute to such variations and to a
collapse. When resource abundance dramatically drops, the commerdal
sector is faced with low earning capacity with which to cover management

costs.

While there may be little or no commerdial activity in a collapsed fishery,
management costs will continue to be incurred for activities such as
monitoring of stock levels, surveillance and enforcement requirements. In
fact, unexpected stock reductions can result in greater management activity -
eg, increased surveillance and enforcement requirements, and the need to
develop and implement bycatch policy.

12
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In a collapsed fishery it is likely that a number of fishers will become inactive.
Key concerns with fully recovering management costs from industry in these
circumstances relate to equity considerations and the incentives faced by
those left in the fishery. It is likely to be inequitable to pass on the full
management costs to operators remaining in a collapsed fishery if the cause
of the collapse was overfishing by a larger group which had been exploiting
the fishery. This will be particularly the case if operators are readily able to re-
enter the flshery when it has recovered. .

This problem may be partially overcome if operators had an incentive to
invest in the recovery of the stock. In many fisheries such an incentive may
not exist since operators do not necessarily have a long term right of access to
the resource. Where property rights exist, operators are likely to have a
greater incentive to attempt to prevent the collapse of the fishery, and to
assist in the recovery process in the event of a collapse. This legitimate
argument needs to be balanced with~the recognition that current
Government policy concerning property rights for fisheries recognises that
the community at large and other specific users eg recreational fishers have a
legitimate right of access to the resource. :

The task force could not define a generic set of operationally useful criteria to
determine the extent to which the Commonwealth should contribute to
management costs in collapsed fisheries. It was agreed that AFMA and DPIE
are best positioned to determine whether a fishery is in a collapsing state and
should develop proposals on a case by case basis with respect to recovering
management costs.

Secton 5.1 provides a further discussion of Commonwealth contributions (to
cover a portion of management costs) in the South East Fishery and Southern
Shark Fishery, that have experienced significant declines in resource
abundance for certain species to the point, in some cases, where quotas are set
at zero to enable the fishery to recover.

Exploratory and developmental fisheries

There are fisheries where the extent of Tesource abundance, and consequently
the appropriate level of harvesting effort, is unknown or is subject to great
uncertainty - such fisheries are generally referred to as exploratory and
developmental fisheries, respectively. By their very nature, such fisheries are

less developed with the expectation of high future returns, but at a cost of

losses in the short term. Information requirements to manage these fisheries
properly are high, and the catch levels (and associated harvesting incomes)
are frequently low. As a result, revenues earned from these fisheries do not
always cover costs of operations or management costs in the short term.

As was the case for collapsed fisheries, it would be expected that if operators
could be provided with a guarantee that they would capture any future
benefits then they would have an incentive to bear the short term losses.
One way of achieving this would be through provision of a stronger properry
right to exploit any resources discovered.

13
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As such rights do not currently exist in exploratory and developmental
fisheries, the task force concluded that management costs in such fisheries
should. not be fully recoverable. As with collapsed fisherles, the task force
had difficulty defining generic and operationally useful criteria to determine
the extent of recoverability of management costs. It was agreed that AFMA
and DPIE are best positioned to determine whether a fishery is in a
developing or exploratory state and should develop proposals with respect to
recovering management costs.

It was noted, however, that management costs not covered by operators

* during the exploratory stage could legitimately be recovered by the

Government in the future where a commercial fishery is eventually
developed. The task force recognised that this may require amendment to

current legislation.

Development of management plans under the Fisheries Administration Act

1991 —
Prior to the assent of the Fisheries Administration Act 1991 and the Fisheries

Management Act 1991, Commonwealth fisheries were managed under the
Fisheries Act 1952.

Management plans existed under the 1952 legislation, but were not formally
recognised under the Fisheries Management Act 1391. To establish a
management plan under the 1991 legislation the Act requires AFMA to
follow an explicit process that includes extensive consultation.

| The task force concluded that the one-off costs related to development of

management plans under the Fisheries Management Act 1991 should be non-
recoverable as there were few, if any, economic benefits to industry from re-
introducing plans to accommodate changes in legislation. Once finalised and
approved, ongoing costs necessary to maintain management plans should be
recovered from the appropriate user groups.

Domestic Compliance Program
The task force considered that AFMA's domestic fisheries compliance

program was partially recoverable. It was decided to divide the program into
two components: surveillance and enforcement. Although somewhat simply
put, surveillance covers activities related to the detection of 'unauthorised’
or illegal activities, while enforcement activities are directed at apprehension
and prosecution. The compliance program has benefits for both the
commercial fishers and for the community-at large.

The task force concluded that surveillance activity is recoverable because of
the benefits to the commerdial fishing industry in protecting their stock and
because of the relative ease of identifying the most efficient level of demand
and of controlling that level. The majority of the task force, with the
exception of DoF, concluded that enforcement is non-recoverable. DoF
considered that a change to current practice was not appropriate and that costs
of enforcement should continue to be recovered from industry. However,
DoF recognised that there was some justification for recovery to be partial
rather than total and proposed a rate of 50% recovery for the costs of

enforcement.

14
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There are a number reasons behind the conclusion that enforcement
activities should be non-recoverable.

According to the user-pays policy, users of services should pay for services in
proportion to the benefits they receive. The task force could see no clear
relationship between payments by individual fishers for enforcement-related
criminal prosecution activities and subsequent economic benefits for

‘individual fishers. Consider for example the South East Fishery. This fishery

is comprised of large and small vessels, located in different geographical areas
of Australia, catching different types of fish with different types of gear. It is
impossible to determine benefit levels and corresponding user charge levels

in such heterogeneous situations.

DoF disagreed with this view and noted that without enforcement the
benefits of surveillance would not accrue (the other members of the task
force noted ‘that if this position is valid then the converse of this argument
would also hold true). Improved resource security is dependent on the
effective apprehension and prosecution of those identified through
surveillance to be in breach of legislation. DoF also noted that while the
complexities of certain fisheries such as South East Fishery (outlined above)
may make recovery difficult it does not undermine recovery in all fisheries.

Charging the fishing sector for enforcement-related activities is not consistent
with Commonwealth policy in most sectors of the economy. Law and order
is generally seen as a government function due to its public good nature. DoF
agreed with law and order being a government function, but believed
compliance programs in domestic fisheries were not conducted in the general
interest of law and order. Rather, they were undertaken for the protection of
fish stocks, of direct benefit to domestic fishers. The task force also noted that
after a cost recovery review of AQIS, enforcement activities were considered
non-recoverable. Therefore, using second cost recovery criteria - consistency
of application of user-pays policy across sectors - enforcement should be non-
recoverable.

As the Commonwealth has not granted strong property rights in commercial
fisheries, it would not be possible for current industry participants to
capitalise on all economic gains from enforcement - espedally for fish stocks
that take years to rebound from illegal overfishing. Charging the commerdal
sector for enforcement in such a situation would not be consistent with
benefit criteria. DoF see considerable short term benefits to occur from
protection of fish stocks. While all economic gains may not accrue to those
funding enforcement, this argument does not undermine the principle of
partial recovery for enforcement.

The commerdal harvesting sector, like other income earners, already pays
taxes to receive criminal prosecution services from government. There is no
clear reason why the fishing industry should pay additional charges to
prosecute illegal activity that takes place with respect to Australia’s marine
resources. DoF recognises that just like all taxpayers, individuals in the
commercial harvesting sector pay to receive criminal prosecution services
from the Government. However, using general tax revenue to fund
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enforcement activity that is not in the interest of general law and order, but
rather for the benefit of the commercial harvesting secter, is not justified.

The task force recognised that it is difficult to separate the benefits of
surveillance and enforcement but also noted that if the costs associated with
enforcement were recovered from commercial fishers then industry would
have a claim on any income and wealth - such as fines and asset confiscations
- generated from successful prosecutions. There would be many practical
difficulties in implementing such a claim therefore the majority of the task
force considered that it would be unlikely to be cost effective to recover
enforcement costs. DoF expressed concern about the incentives that would be
created by returning fines and assets confiscated to the industry. However,
the argument outlined is not seen by DoF to be a justification for non-
recovery, as it is not a criteria agreed to be used by the task force in
determining recovery. In addition, DoF emphasised that industry, by paying
for a proportion of the cost of enforcement, are receiving direct benefits in

terms of stock protection. -

The majority of the task force noted the dissenting views of DoF but were not
swayed by their arguments. In fact many of their arguments, if considered
valid, could be applied to the surveillance component of the domestic
compliance program. If that were the case and surveillance was also
considered to be partially (50%) recoverable, the net cost to industry and the
Commonwealth would be about the same as under the scenario that
surveillance costs were 100% recoverable and enforcement costs were 100%

non-recoverable.

() Management of Commonwealth non-commercial fisheries

Unlike the case with commercial fisheries, all activities assocated with the
management of non-commercial fisheries are considered non-recoverable by the
task force. In this context non-comumercial fisheries includes recreational and

traditional subsistence fisheries.

The major difficulty in recovering non-commercial costs relates to the
Commonwealth's user-pays policy which states that costs be recovered provided
it is cost effective to do so. Given the divided jurisdictional responsibilities in
non-commercial fisheries it is not feasible or cost-effective for AFMA to
unilaterally develop cost recovery policy for just Commonwealth fisheries.

With respect to recreational fisheries, the Government did not agree to the
recommendation of the IC report Cost Recovery for Managing Fisheries (1992) to
introduce a licence fee of $20 for all recreational fishers aged over 18. It was also
decided that any decision relating to recreational fishing would be made jointly
by Commonwealth and State/Territory Ministers after a national strategy report
for recreational fishing was completed. The task force noted that-a decision on
cost recovery in recreational fisheries has not yet been made.

(c) Management input ‘into fisheries under joint jurisdiction

(Commonwealth/State/Territory)
The two major activities associated with the management of fisheries under joint

jurisdiction are considered fully non-recoverable.
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Jointly-managed fisheries
There are 5 fisheries (Northern Territory Pearls, Western Australia Pearls,
Western Australia Shark, Jack Mackerel and Torres Strait) in which AFMA

.....

NT Pearls, WA Pearls and WA Shark are managed under
Commonwealth/State/Territory Joint Authorities. These fisheries are
managed under State/Territory legislation. Since AFMA can only unilaterally
impose cost recovery for concessions offered under the Fisheries
Management Act 1991, costs cannot be recovered for its share of management
expenses for these fisheries. As neither the Northern Territory nor Western

Australia recover costs in these three fisheries, AFMA is not able to

cooperatively recover atiributable management costs.

Unlike the above Pearl and Shark fisheries, the Jack Mackerel Fishery (in
Zone A), is managed by AFMA under informal co-management
arrangements with Tasmania. Under recent OCS negotiations, it 15 proposed
that a formal Joint Authority be established under Tasmanian law for the

harvest of Jack Mackerel in Zone A.

Where a fishery is managed under State/Territory legislation, DoF were of
the view that the Commonwealth, through AFMA, should pressure the
States to recover management costs and that OCS negotiations should
spedfically cover cost recovery arrangements to ensure that Commonwealth
management costs can be recovered from industry or the State/Territory.

In the Torres Strait Fishery, the Protected Zone Joint Authority (PZJA) has
jurisdiction over the Australian component of the Torres Strait Protected
Zone (TSPZ). The PZJA is a body comprised of the Commonwealth and
Queensland Ministers responsible for fisheries.

The PZJA manages the following fisheries within the Australian component
of the TSPZ: traditional fishing; those fisheries that Australia and Papua New
Guinea have agreed to catch sharing arrangements in the TSPZ (prawns,
Spanish mackerel, pearl shell, tropical rock lobster, dugong and turtle) and
the barramundi fishery in specified territorial waters.

The Commonwealth and Queensland share the costs of managing the
Australian portion of the TSPZ. AFMA currently does not recover
Commonwealth costs associated with the PZJA. In light of the jomnt-
management arrangements, it is not clear ‘whether the Commonwealth could

unilaterally impose cost recovery.

The prawn fishery is the only major commercial harvesting activity in the
TSPZ. The remaining fisheries are mainly traditional activities, and it would
appear that the third criteria with respect to cost recovery - socio-economic
considerations - would seriously question the imposition of cost recovery for
most species in the TSPZ. The Commonwealth's commitment to covering
the costs assodated with traditional fishing activities in the TSPZ was stated
explicitly in the Second Reading speech by the then Minister of Primary
Industries and Energy, Mr John Kerin, when introdudng the Fisheries Bill:
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"....the Government, as custodian of the marine resources of the
Australian Fishing Zone, will always retain certain responsibilities and
meet the costs associated with the management of those resources.
Examples of such responsibilities are surveillance costs to detect illegal
foreign fishing activities, and protecting the traditional way of life of
Torres Strait Islanders in joint authority with Queensland and in Treaty

with Papua New Guinea.”

There still remains the question of whether the commercial prawn activity
within the TSPZ should be cost recovered. The task force noted that an
AFMA /Queensland Fish Management Authority working group has been
established (and endorsed by the PZJA) to look at the issues of cost sharing,
and the effidency and effectiveness of management expenditures within the
TSPZ. The working group is due to report in March/April 1994 and may
draw conclusions concerning the recovery of management costs in the
commercial prawn fishery.

DoF held the view that the commercial prawn fishery operating within TSPZ
should be providing for the cost of its management and that the
Commonwealth should seek agreement with Queensland in order to achieve

cost recovery from the commercial prawn fishery.

OCS negotiations
AFMA participates in Offshore Constitutional Settlement (OCS) negotiations
because it has legislative responsibilities to do so and because AFMA

personnel have the technical expertise necessary for such negotiations.

The task force concluded that AFMA's OCS activities are non-recoverable
because the Commonwealth's objective in OCS negotiations is not restricted
to achieving maximum benefits to commercial fishers in Commonwealth-
managed fisheries. As in any government-to-government negotiations, the
objective is seldom to maximise benefits for any specific sector.

The OCS negotiations may result in a fishery being managed by a particular
jurisdiction for 2 number of non-economic reasons. To ask comimerdal
fishers in Commonwealth-managed fisheries to pay for AFMA's input into
OCS negotiatons is not consistent with the benefits approach explicit in the
Commonwealth's user-pays policy. In any event it would be impossible to
determine the specific beneficiaries of various OCS activities in a cost-

effective manner.

The task force noted that if, as a result of negotiations, fisheries were to come
under Commonwealth jurisdiction, AFMA would be positioned to recover

management costs,

Surveillance and enforcement of illegal foreign fishing activity inside the

Australian Fishing Zone
On behalf of the Commonwealth, AFMA administers a compliance,

apprehensions and prosecutions program related to illegal foreign fishing activity
inside the Australian Fishing Zone. .
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The task force is of the view that the community is the major benefidary (mostly
in terms of territorial sovereignty) and thus the costs of the surveillance and

enforcement program should be borne by the community.

'While there exists an argument that the commercial fishing industry benefits

from the exclusion of illegal foreign fishing activity from the Australian Fishing
Zone (AFZ), it is important to note that many of the spedes harvested by illegal
fishers are currently not of significant commerdal value to the domestic fleet and
in some instances are protected species. More importantly, under the 'existence’
criteria, even if the domestic fishery did not exist, the Commonwealth would still
have a surveillance and enforcement program in place to exclude illegal foreign
fishing activity - for both sovereignty reasons and resource conservation
obligations under the United Nations Law of the Sea Convention.

Finally, it is worth noting that the Commonwealth has acknowledged an
obligation and permanent commitment to meeting the costs related to illegal

foreign fishing. -

(e}  Development of research priorities
The Fisheries Administration Act 1991 obligates AFMA to establish research

priorities and arrange for funding. The cost of this activity can be attributed to
commercial and non-commercdial fishers. Although AFMA collects research
funds from the industry and forwards those funds to the Fisheries Research and
Development Corporation (FRDC), these funds are not directly available to
AFMA. Commonwealth research funds, which are appropriated to the FRDC,
are also not directly available to AFMA.

The task force noted that the FRDC has nominated AFMA as the Fisheries

 Research Advisory Body for Commonwealth fisheries. This role further

involves AFMA in the research priority-setting and funding process. AFMA
receives no direct funding for this activity.

AFMA' currently covers the cost of performing its research priority-setting
function by attributing it to the Commonwealth. The task force concluded that it
may be more appropriate if some of the FRDC funds, contributed from
Commonwealth fisheries, were used to"finance the priority-setting activities
mandated to AFMA. The task force also noted that the distinction between
management and research, and the funding and institutional arrangements for
these activities, is to be the subject of a review by DPIE and DoF later this year.

() Preparation of legislation and litigation related activities

As management plans under the Fisheries Management Act 1991 are established,
increased litigation under this Act can be expected. As AFMA has primary
responsibility for setting the legislation, that is, while consulting broadly with
industry, AFMA makes the final decision, litigation activity undertaken by
AFMA is considered by the task force to be non-recoverable.

If AFMA were to continue to be the final dedsion making body for determining
legislation this is appropriate. However, the recent report of a Senate Standing -
Committee, Fisheries Reviewed, recommends a greater role for Management
Advisory Committees (MACs) in the day to day management of fisheries. If this
were to occur, and industry were given an enhanced role in decision making in
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regard to setting legislation, it may be reasonable to recover from industry some
of the cost of defending such legislation.

As discusééd in part (é) of this Section the development of management plans as

. a result of the Fisheries Management Act 13531 is considered to be non-

recoverable. However ongoing costs necessary to maintain or amend
management should be recovered from appropriate user groups. These costs
should include the cost of preparing legislative changes to the plans. The task
force recognised that AFMA will not begin to recover such costs until
management plans arising from the 1991 Act are finalised, and costs for their
ongoing operation are being recovered from industry (in some cases not until

1996-97).

In addition, AFMA is required to defend the legislation under which it operates
and prosecute illegal operators where necessary. AFMA has managed litigation
under the Fisheries Act 1952 on behalf of the Minister, whether that litigation
arose from events prior to AFMA’s establishment or from events under the
continuing application of the 1952 Act after AFMA'’s establishment. All of the
arguments concerning property rights, benefits, and fines and asset confiscation
detailed earlier with respect to enforcement, apply to the non-recoverability of
litigation-related activities. '

AFMA Baises with and collects evidence for the Australian Government
Solicitor on matters before the Administrative Appeals Tribunal, the Federal
Court and the High Court. They are also involved in the preparation of
delegations, notices, determinations and various subordinate legislation under
the Fisheries Management Act 1991.

The task force considered these activities were non-recoverable for two reasons.
First, it would be consistent with other cost recovery arrangements within the
portfolio (legislation and litigation related activities are considered to be non-
recoverable in AQIS). Second, there is no clear relationship between the
magnitude of benefits for specific user groups and the costs - thus litigation and
legislation are generally considered to be public goods. '

(2  Non-recoverable: Production of Australian Fisheries magazine

The task force noted that it was current policy not to charge Commonwealth
licensed fishers for the magazine and that this policy existed on social justice
grounds in relation to communications and remote communities. It was also
noted that some revenue is generated through subscriptions and advertising.
The task force concluded that this activity was non-recoverable under current

Government policy.
44 Administrative Costs Allocation

The task force examined two aspects concerning the attribution and recoverability
of AFMA's administrative activity. First, there is the question of which activities
should be considered administrative, and second, there is the issue of how
administrative costs should be allocated both between recoverable and non-
recoverable aggregates, and amongst the recoverable and non-recoverable sub-

components.
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The issue of which activities belong in administrative is considered first. In
1993/94, AFMA allocated the following activities to overhead: legal (excluding
legal supplementation), communications (excluding Australian Fisheries
magazine), information systems, human resource management, office services,
records management, financial management and general managers.

The task force accepted the above components appropriately fell into
administrative activities. However, the task force considered that activities
related to the AFMA Board, the Managing Director and the Executive Secretariat
were also best categorised as administrative. In addition it was concluded that
one half of the Chief Economist's and Chief Scientist's activities were more
appropriately apportioned to administration, the other half were considered non-

recoverable.

Concerning the methodology for allocating administrative costs between
recoverable and non-recoverable aggregates, as illustrated earlier, AFMA allocates
overhead based on the proportion of direct personnel in each category. The logic
for this approach is as follows. Rent, human resource services, records
management and all other.categories of overhead are more closely associated
with employee numbers, than with salaries or overall costs. Therefore it was
considered more appropriate to use employee numbers in dividing total
administrative between recoverable and non-recoverable activities.

The task force accepted that allocation of administration expenses using staff
numbers was the best procedure for human resource management, office
services, records management, financial management, and information systems.

The task force considered that senior personnel within AFMA were likely to
spend their time on AFMA activities that represent a larger share of the total
budget. Activities that are financially less significant were likely to attract less
input from senior personnel. It was thought that the relative costs of recoverable
and non-recoverable activities (as opposed to the relative number of staff in
recoverable and non-recoverable activities) would be more appropriate in
allocating the costs associated with these administrative categories. The task force
concluded that the costs associated with recoverable and non-recoverable
activities would be a better measure (than staff numbers) for allocating the
AFMA Board, the Managing Director, the Executive Secretariat, the General
Managers, legal, the Chief Scientist, Chief Economist and communications.

5. APPLICATION AND IMPACT OF THE FINDINGS

The tables referred to in this Section are at Appendix 4.

51  Attribution and Recoverability of AFMA Activities

Table 1 to Table 6 illustrate the impact of the task force's findings and some
activity changes, with the assumption that cost of enforcement is transferred
100% from recoverable to non-recoverable. Table 6a, which has not been seen by
or agreed with other members of the task force, summarises the results of the

task force findings with the assumption that 50% (rather than 100%) of the cost of
enforcement are transferred from recoverable to non-recoverable.
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In particular, Table 1 shows AFMA’'s 1993-94 budget under the current definition
of recoverable and non-recoverable activities. Table 2 to Table 5 demonstrate the
first-year through fourth-year impact on 1993-94 budget expenditures of
introducing the task force's findings. And Table 6 summarises Table 1 to Table 5.
It is important to realise that Table 2 through Table 5 are not forecasts of AFMA's
budget, but they merely illustrate what AFMA's 1993-54 Budget would look like

after introdudng task force's findings.

First-Year Impact - Table 2 _
As is illustrated in Table 2 the first-year impact of the Task Force's findings

 results in a decline of roughly $165,000 in recoverable costs (user-funded

expenditures) and little change in non-recoverable costs (Commonwealth-funded
activities). The following factors underlie the first-year impact.

» The direct costs associated with the AFMA Board, Managing Director,
Executive Secretariat and one half on the expenditures related to the Chief
Economist and Chief Scientst are moved from the non-recoverable to the

administrative category.

+ Direct enforcement expenditures are moved from recoverable to non-
recoverable. :

» Two thirds of legal section activity, which is related to legislation and
litigation-related functions, is assigned as non-recoverable; and one third is
moved to administrative activity.

« A new mechanism was introduced (as discussed in SecHon 4.4) to allocate
administrative costs to recoverable and non-recoverable activities.

« Modifications to the licensing system, considered non-recoverable, were
completed in 1993/94. .As this expenditure is non-recurring, it has been
included in the impact tables. This explains the roughly $160,000 decline in
the overall budget in Table 2 relative to Table 1.

« A proportion of the management costs associated with the Southern Shark
Fishery and the South East Fishery were identified as non-recoverable due to
declining resource abundance for individual species within each fishery, in
some cases the guota has been set at zero to allow the fishery to recover (this is
identified in the collapsed fishery column in the tables). :

Also reflected in the tables are:

= The move from 90 per cent collection of recoverable costs to 100 per cent
" collecton (as announced in the last Budget) is introduced.

- Direct non-recoverable costs related to the introduction of management plans
and OCS negotiations are reduced by 33 per cent (reflecting reduced AFMA
activity in these areas). :

The second column of Table 6a shows the first year impact of the task force
findings, with all factors outlined above the same, with the exception of
enforcement. 50% (rather than 100%) of direct enforcement expenditures are
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moved from recoverable to non-recoverable. The full effect of this change occurs
in the first year. Recoverable costs in the first year impact increase by roughly
712,000 and non-recoverable costs decrease by approximately $872,000.

The impact of 50% recovery for enforcement is detailed in Table 6a. Moving
from non-recovery to 50% recovery for enforcement results in a transfer of
$875,854 from the non-recoverable to recoverable category. As descibed in
Section 4.4, associated with this change is a movement in administrative costs
from non-recoverable to recoverable. Due to the complex manner by which
administrative costs are distributed, the effect can only be accurately calculated
using AFMA's spreadsheet packages. AFMA was'not able, in the time available,
to produce data in parallel with Tables 1 to 6, to accurately reflect the full effect of
50% recovery for enforcement (including movements in the distribution of
administrative costs). Therefore, the best estimate from DoF for the change in
distribution of administrative costs, included in Table 6a, is a transfer of $22,706
from non-recoverable to recoverable.

—

Second-Year Impact - Table 3 -
Table 3 shows that the second-year impact of the task force's findings result in an

approximate $127,000 increase in recoverable costs (relative to the current
situation, as outlined in Table 1) and a $287,000 decline in non-recoverable costs.

The difference between the second- and first-year impact is due to the following
factors.

» Direct non-recoverable costs related to the introduction of management plans
and OCS negotiations are reduced by a further 33 per cent (reflecting reduced
AFMA activity in these areas).

« Changes in the allocation of administrative costs to recoverable and non-
recoverable activities occur due to the above changes in management plan
and OCS expenditures (see Section 4.4 for a discussion on allocation of

administrative costs).

" Third-Year and Fourth-Year Impact - Table 4 and Table 5

Table 4 illustrates the third-year impact, which shows recoverable costs increasing
by roughly $420,000 and non-recoverable costs declining by $580,000 (relative to
Table 1 - the current 1993/94 situation). _ : _

The difference between the third- and second-year impact is due to the following
factors.

. Direct non-recoverable costs related to the introduction of management plans
and OCS negotiations are eliminated, as management plans are assumed to be
in place and OCS negotiations are assumed to be completed.

« Changes in the allocation of administrative costs to recoverable and non-
recoverable activities occur due to the above changes in management plan

and OCS expenditures.

The fourth-year impact is detailed in Table 5. All of the task force's findings are
introduced by the third year, therefore the fourth-year impact (recoverable costs
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up by $420,000 and non-recoverable costs down by $580,000) is identical to the
third-year impact.

In summa:ry, the task force concluded that the impact of their various findings on

. recoverable and non-recoverable costs offset each other. While Commonwealth

expenditures (in the form of non-recoverable costs) declined by $580,000, this is
almost completely explained by the $500,000 reduction in non-recoverable costs
due to the move from 90 per cent to 100 per cent cost recovery.

52  Allocation of Administrative Costs

Table 8 identifies the amount of administrative expenses to be allocated across
fimctions by activity.

Table 7 identifies the staff resources allocated to each activity in full time
equivalents showing the changes in treatment of the Executive staff, Chief
Economist and Chief Sdentist, litigation and enforcement.

The allocation of administrative expenses was done as follows:

« The value of financial management, human resources, office services and
records management information systems was distributed on the basis of
direct employment allocation to each activity within AFMA as defined by

Table 7.

« One half of the costs associated with the Chief Economist and Chief Scientist
was considered non-recoverable. The other half- was allocated to
administrative costs and distributed between recoverable and non-recoverable

based on dollar values.

« The remaining costs representing the AFMA Board, Managing Director,
Executive Secretariat, policy, communications and 1/3 of the legal section
have been allocated on the basis of total direct recoverable and non-

recoverable costs.
53  Adjustment Process

The terms of reference specified that if the review identified any changes to cost
recovery charges the task force should devise an appropriate strategy to phase-in
those charges over the period 1994-95 to 1996-57.

As there are dissenting views concerning the treatment of the recoverability of
enforcement costs there are essentially two options for an adjustment process.

Option 1
This is the option supported by the conclusions of the majority of the task force.
As shown in Table 6, and discussed in Section 5.1, the impact of the conclusions

of the task force on 1993-94 budgeted expenditures is to reduce non-recoverable
costs by $0.58 million and to increase recoverable costs by $0.42 million.

24



I Laieree 4

L i -

I

R e

_. . —— _. ki

The move from 90% to 100% cost recovery announced in the 1993-94 Budget to
take effect from 1994-95 is responsible for a shift of approximately 50.5 million
from non-recoverable to recoverable (shown in Table 2).

'The impact of the other task force findings essentially offset each other and as a

" result the task force concluded that it was not necessary to develop an adjustment

pI'OCESS.

Option 2

This option outlines the preferred process if enforcement were to be considered
to be partially (50%) recoverable. Table 6a shows the estimated effect of the task
force findings on 1993-94 budgeted expenditures, if enforcement is 50%
recoverable rather than non-recoverable. Non-recoverable costs decrease by
$1.46m and recoverable costs increase by $1.30m. As discussed above, the move
from 90% to 100% cost recovery is responsible for a shift of approximately $0.5m
from non-recoverable to recoverable. Therefore, under this scenario, the net
result of the task force findings is an increase in recoverable costs of $0.80m and a
decrease in non-recoverable costs of $0.96m.

If DoF's position on enforcement is preferred then the impact of the task force
findings no longer offset each other and an adjustment process would be
necessary. It would be appropriate to phase in adjustments in equitable steps
over three years as follows:

Year 1 35% ($0.8 million)
Year 2 70% ($1.1 million)
Year 3 100% ($1.3 million)

This adjustment includes the $0.5 million to be recovered from industry as a
result of the increased cost recovery announced in the 1993-94 Budget.

6. CHARGING MECHANISM

Currently, industry costs are recovered by means of several pieces of legislation;
Fishing Levy Act 1991, Statutory Fishing Rights Charge Act 1991, Foreign Fishing
Licences Levy Act 1991, Fisheries Agreements (Payments) Act 1531 and Fisheries
Levy Act 1984. These Acts provide for the introduction of Regulations to impose
levies, fees and charges on holders of fishing concessions under the Fisheries

Management Act 1991.

The split of the total fishery management costs between operators in a given
fishery is designed to share the cost burden in the most equitable way. Levies on
individual fishing concession holders can be based on a variety of fishing
parameters, dependent on the type of management arrangements in place for a
fishery.

In practice, this means that an individual fisher's share (levy) of the total

management cost is equivalent to the allocation of the total effort in an input
controlled fishery, or the share of the total catch in an output controlled fishery.
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As an example, in the input controlled Southern Shark Fishery, operators are
allocated between 2 and 10 standard 420 metre lengths of gilinet {or gilinet
'units'). The levy is charged on a per gillnet unit basis. Thus a fisher who could
use 10 gillnet units would pay five times as much management levy as a fisher

“who is allocated 2 gillnet units.

An example of an output controlled fishery is the South East Fishery (SEF).
Participants in this fishery have each been allocated a share (or individual catch
quota) of the total catch of 16 different fish species. Each fisher pays a portion of
the total SEF management costs equivalent to their allocated share of the total

annual catch of each of the species.

With regard to the question of equity in the collection of management costs, the
task force noted that the basis for setting levies in any given financial year is done
by AFMA in consultation with the cperators in that fishery, and is subject to
ongoing scrutiny and review by the industry.

The task force concluded that industry scrutiny on an cngoing basis was the
appropriate way to achieve equity in the method of collecting management costs.
The task force agreed that any decision regarding changes to the method of the
collection of levies should be negotiated between AFMA and the relevant

industry members.
7. COST RECOVERY AND RENT CHARGES

While the task force was not specifically asked to examine the issue of resource
rent the issue of cost recovery should not be considered without touching upon a
consequence of implementing resource rent charges.

As stated earlier, the Commonwealth's user-pays policy is that users of
Commonwealth services should pay for services in proportion to the benefits
they receive. The economic benefit of effective fisheries management is the

creation of resource rent.

This point is acknowledged in ABARE's submission to the Industry
Commission's cost recovery review: o

"The fact that commerdal fishers can derive economic benefits from
fisheries management programs is well established. These benefits are in
the form of resource rents...” (Submission 91.4 to the Industry
Comunission: Cost Recovery for Managing Fisheries, Commonwealth of

Australia 1991, p 1)

An important consequence of the Commonwealth's user-pays policy is that the
recoverable fisheries management costs identified above by the task force would
become non-recoverable in a situation where the Commonwealth imposed
complete resource rent charges. This point is also noted by ABARE in the above
Industry Commission submission (p 2): '

"If, however, a resource rent charge is introduced in a fishery, to capture
for society as a whole a proportion of the benefits of management, a
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proportionate increase in the contribution of the Commonwealth to
management costs is warranted.”

§.  EFFICIENCY AND EFFECTIVENESS

The task force did not consider AFMA's efficiency and effectiveness in
undertaking its various legislative activities. It was noted that the second
reading speech for AFMA's enabling legislation foreshadowed a review of
AFMA's overall performance after five years of operation. This review will take
an in-depth look at efficiency and effectiveness issues. :

The task force considered that the level of administrative expenditure in AFMA
to be very high. It is suggested that AFMA in consultation with industry
examine the level of administration costs with a view to reducing the proportion

of its budget spent on administration.

It was also noted that there may be some scope {or increasing the efficiency of the
production and publication of Australian Fisheries magazine. While recognising
that under current Government policy the magazine is provided free of charge,
the high level of expenditure associated with its production was of some concern.
Although the task force was not able to Iook at this issue it was agreed that
AFMA was best positioned to look at options for the future of the magazine,
including the possibility of commercialising the operation. Options for the
continued operation of the magazine should be referred to the Minister for
Resources through the AFMA Board.
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APPENDIX 1

THE TERMS OF REFERENCE

The review is to examine each function or category of management cost
comprising AFMA's total budget and determine whether it is attributable to industry
or to the community. In so doing the review will take intc account the following

guidelines:

management costs attributable to industry are these costs incurred because
of the existence of commercial fishing and relate primarily to the
development, implementation and review of fisheries management
arrangements, including the cost of management to sustain the fishery
resource for the long term viability of the fishing industry and the cost of
fishery specific research; and

non aﬂﬁbdabie management costs relate to Government activities which do
not produce benefits for industry but which might be undertaken as
community service obligaticns.

The cost of fisheries management provided by AFMA is influenced by a range of
other factors. The review should take these factors into account including:

the efficiency and effectiveness of AFMA's expenditure in various
categories;

the trends in AFMA's total expenditure reflecting priorities set out in its
annual and long term work plans compared to existing Forward Estimates
(which are derived from adjustments to an ongoing level of funding per
annum); and .

the type of revenue measure which is the appropriate ecenomic charge to
be imposed on fishers to recover a given amount of management related
costs attributable to industry including consideration of different levy
charges.

As part of its methodology the review will:- -~

determine a suitably comprehensive list of fisheries management functions
and decide whether the function is carried out on behalf of industry or
Government;

indicate whether the attribution of cost categories varies across fisheries;
allocate overhead costs in the most appropriate economic manner;

have regard to the Government's established economic, social and
environmental objectives; and

have regard to any relevant recent studies and reviews of cost recovery
Issues in the Commonwealth.
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APPENDIX 2

AFMA'S LEGISLATIVE OBJECTIVES AND FUNCTIONS

Objectives _
6. The Authority, in the performance of its functions, must pursue the objectives of:

(2)
(b)

(©)

implementing efficient and cost-effective fisheries management on behalf of

the Commonwealth; and |
ensuring that the exploitation of fisheries resources and the carrying on of

any related activities are conducted in a manner consistent with the
principles of ecologically sustainable development, in particular the need to
have regard to the impact of fishing activities on non-target species and the

marine environment; and o _
maximising economic efficiency in the exploitation of fisheries resources;

and

(d)  ensuring accountability to the fishing industry and to the Australian
community in the Authority's management of fisheries resources; and

(e)  achieving government targets in relation 10 the recovery of the costs of the
Authaority. -

Functions

7. The Authority has the following functions:

(a)
(b)

(c)

(d)
{e)

(f

to devise management regimes in relation to Australian fisheries;

io devise fisheries adjustment programs and fisheries restructuring

programs;

to consult, and co-operate, with the industry and members of the public

generally in relation to the activities of the Authority;

to devise exploratory and feasibility programs relating to fishing;

to establish priorities in respect of research relating to fisheries managed by

the Authority and armange for the undertaking of such research;

to consult, and negotiate, with foreign governments and foreign business

interests in relation to access by foreign fishing vessels to Australian

fisheries and Australian ports;

to consult, and exchange information, with overseas bodies having functions

similar to the Authority's functions; .

the functions specified in section 9 relating to consultation;

the functions specified in Division 7 relating to corporate plans and annual

operational plans; ) _

the functions specified in section 63H of the Audit Act 790/, and in this Part,

relating tc reponting; -

as provided by an associated law: :

(i) ° to establish and allocate tishing rights;

{ii) to establish and maintain a register of fishing rights;

(i)  functions relating to plans of management;

(iv)  functions relating tc recreational fishing;

(v) to undertake, on behalf of the Commonweatth, management
responsibilities in relation to fisheries management arrangements
entered into with the States and Territories;

(vi)  to collect, on behalf of the Commonwealth, a payment in the nature of
a community return payable by persons exploiting fisheries resources;

such other functions as are conferred on the Authority by or under this Act or

an associated law.
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APPENDIX 4

TABLES USED BY THE TASK FORCE

AHtribution & Recoverability Of AFMA Activities
Table 1. 1993-94 Actual

Table 2.  1st year impact

Table 3.  2nd year impact

Table 4.  3rd year impact

Table 5. 4th year impact

Table 6 Summary
Table 62 Summary (assuming enforcement is 50% recoverabie)

Aliocation of Administrative Costs

Table 7  Direct empioyment allocation
Table 8  Summary of Administrative expenses to be allocated
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TABLE T

DIRECT EMPLOYMENT ALLOCATION

Lumwnd BRSNS AW BN Rl el

[A——]

|
o Actual Irepact
93,54 Yeoarl | Yewr2 Yearl Year 4
Direct Empiaymeni
Covernment Services
Managing Director L.oo0
Exesurrve Secrer. 3000
Policy 0.670
Chief Econamist 1.330 0.665 0.665 0.663 0.665
Chief Scientist 13390 0.665 0.64% 0665 0.665
Commonwealth Litigation & Enfore. 2.000 - 2000 2.000 2,000
Austrailian Fisheries 2.480 2480 2480 2,480
FFV Apprehension 0.7%0 0.780 0.780 0.780 0.730
AFZ Surveillance 0.770 0.770 0.770 0.770 0.770
Geovernment Fishertes
Torres Strait 5.400 5.800 5,800 5,800 5.300
NT Pearls 0.030 0.030 0.030 0.030 0.030
WA Poarls 0.050 0.050 0.050 0.050 0.050
Tack Mackerel 0.650 0714 0.714 0.714 0.714
WA Shark :
South Pacific 0.830 .800 0800 ;| 0.800 0.800
Other Tuna 2350 i
Non-Government Fisharies
Bass Strail Sealiop 0.450 0.25% 0.253 0.147 0.147
Bilateral
Broame Prawn
Cocns/Christmas 0.150 0.250 0.230 0250 0.250
Fast Coast Line 0.320 0.217 0.114 - 0.011 0.011
East Coast Crust, 0.150 0.101 0.052 0.004 0.004
Eagt Coxst Trawl 0.110 0074 0.038 0,002 0.002
Easl Coast Tuna 0.450 0.479 0.443 0.408 0.408
GAB 0,150 0.128 6,102 0.075 0.075
Jout Ventures )
Nurfolk Island 0.030 0.030 0.030 0.030
Morth West Shelf 0.220 0.151 0.081 0.012 0.012
Northern Fish Trawl 0.100 0.056 0,091 0.087 0.087
NPF 0. 770 1.006 0.921 0,837 0837
Narthern Shark 0.200 0.177 0.154 8.131 0.131
Other Tuna 0.350 0350 0.350 0.350
SEF 3.480 3.667 3.354 3.040 3.040 -
$BT 0.425 0.517 0.484 0.451 0.451
Southern Shark 2.050 1.899 L3832 1.266 1.266
Western Docpwater 0.220 0.151 0.081 0.012 0.012
| Gthor Explor. & Dovelopmental 3.870 1.935 1.935 1.935 1535
Tutal 29.275 26.340 25.071 23.802 23.802 |
[ Industry Services _
Baxs Strail Scaliop 0.800 0.391 0.997 1.103 1.103
Bilateral 6.030. b 6.030 £.030 €.030 6.030
Broome Prawn 0.020 0.020 0.020 0.020 0.020
Cocos’Christmas Island 0.100
East Coast Line 0.17¢ 0273 0.376 0.479 0.479
East Coast Crust, 0.07¢ 0.11% 0.163 0216 0.216
East Coast Fish Trawl 0.190 0.226 0262 0.298 0.298
East Caast Tuna 1.610 L.581 1617 1.652 1.652
GAB 0320 0.342 0.368 0.395 0.395
Toint Venores 3.920 4.304 4304 4304 4.304
Morioik Isiand 0.030
Forth West Shell 0.160 0.229 0.299 0.368 0368
MNorthem Fith Trawl 0.200 0.204 0.20% 0.213 0.213
NFF 4.460 4.224 4,309 4.393 4,393
Northemn Shark 0.430 0433 0476 0,459 0.459
Other Tuna
SEF 8.330 8543 3.4%6 £.770 8.770
SBT 2225 1,685 1.718 1751 1751
Southern Shark 2.110 2261 2578 2.854 2894
Western Drecpwater 0.160 0y | 0.299 0.368 03658
Tores Strait 0.400
Cther Explor [Oevelop. Fishores 1.93% 1.53% 1.93% 1.935
Tocal 31,735 37,150 34.419 15,6818 35 648
|
Total Direct 61.010 50490 1 39.4%0 55.490 52,400
|
Grvernment o T 47.98% | 44.28% | 42.14% | 40.01% | 40.01%
{ndustv $202% | S5.U2% | 3T86% | 39.55% 1 50.99%
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ADMINISTRATION EXPENSES TO BE ALLOCATED

1993/94 1993/54 1993/94 | . 1993/94 1993794

Actual ~Year 1 Year 2 Year 3 Year 4
4 FA4 Board 380,967 380,967 380,967 380,967
\an. Director & Exec. Sec. 396,661 396,661 396,661 . 396,661
General Manager N&F 126,779 126;779 126,779 126,779 126,779
General Manager Southern 154,838 154,833 154,838 154,838 154,838
General Manager Corparate Services 227,368 227,368 227,368 227368 227 368
Policy 50,101 50,101 50,101 50,101
Chief Economist 60,614 60,614 60,614 60,614
Chief Scientist 83,3-44 83,842 83,844 83,844
Legal 265,992 166,997 166,997 166,997 166,997
Communications 97,611 97,611 97,611 97,611 97,611
Financia! Management 524,956 524,956 524,956 524,956 524,956
Human Resources T 465,787 465,737 465787 | 465787 | 465787
Office Services 794,284 794,284 794,28:4 794,284 794,284
Records Management 270,993 270,993 270,993 270,993 270,993
Information Systems 851,373 851,373 i 851,373 851,373 851,373
Total Admipistration 3,779,981 | 4,653,172 14,653,177 | 4,653,172 | 4,653,172




