


The Council has also undertaken to conduct a poll of industry towards the end
of 2006, to determine its preferred position. The poll results along with advice
from the Rock Lobster Industry Advisory Committee and other stakeholders
will be forwarded to the Government for its consideration in early 2007. The
Government would like to be in a position to make a decision on the long-term
management of the rock lobster fishery by mid 2007.

| encourage people to meet with the independent facilitator (see the enclosed
summary for meeting dates) so they can enter into informed discussion and
debate on the future management of the fishery. | have appointed Hon Sheila
Mills MLC as my special Ministerial representative to follow the review
process, so please welcome her and make your views known to her.

The Government looks forward to receiving well-considered advice and
comment from industry and other stakeholders.

You's sincerely

!

Ho n Ford MLC
Mi r for Fisheries; the Kimberley, Pilbara and Gascoyne

RS
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Introduction
The purpose of this paper is to provide
a brief summary of some key aspects
of the review of the West Coast Rock
Lobster Fishery management system.
It is based on the four reports that
were prepared as part of the Assess-
ment of Western Rock Lobster Strategic
Management Options, which you are
encouraged to read.

This summary is not a complete
analysis of the management options
before industry and Government,
rather it focuses on two of the
options investigated: the current
management system and Individual

Transferable Quotas (ITQs).

Major differences between the
current system and ITQs
The current system seeks to ensure
sustainability by limiting fishing effort
(principally pot numbers and fishing
time) to control catch. ITQs ensure
sustainability by directly controlling
the catch.

The current system encourages
competition between fishers to max-
imise their catch (but not necessarily
their profits), which leads to over-
capitalisation and high fishing costs.

The experience in other lobster
fisheries with ITQ)s is that fishers are
encouraged to maximise profit from
their share of the catch. Typically
they do this by restructuring their
businesses and changing their fishing
behaviour to reduce costs. For ex-
ample, some fishers have combined
their quotas and fish from one boat.
Fishers have also targeted their effort
to catch at times when the market

is prepared to pay the highest price.
The degree to which fishers can or
will change their behaviour in order
to maximise profit varies within each
fishery and between fisheries due to a
range of factors.

One negative aspect of ITQs is
that there is an incentive to cheat on
quota. Therefore a comprehensive
compliance program is required,
which is likely to increase the cost of
management, at least in the transi-
tional years.

Protecting the breeding stock
No matter which management sys-
tem is eventually chosen, the prime
aim of management will be to ensure
that the lobster breeding stocks are
maintained at safe and sustainable
levels, as defined by the decision
rules framework.

The current management system
has generally been successful from a
sustainability perspective. However,
effective fishing effort continues to
increase (fishers are fishing harder
and smarter) and if the current sys-
tem is maintained it is highly likely
that further reductions in pots or
fishing time or both will be required.

Under ITQs efficiency gains
do not present the same threat to
sustainability, because the catch is
capped, but if there were a decline in
the breeding stock the quota would
have to be reduced.

Fleet Size and Ownership
There were 836 boats in the fishery
when limited entry was introduced

in 1963. The number had declined

to 549 by 2004 and a further 49
boats have retired from the fishery
in the 12 months to December 2005,
bringing the total to 5001. This is the
largest reduction in a single year in
the history of the fishery. The con-
tinual adjustment of the fleet under
the current system is facilitated by
regulations that permit the transfer
of licences and units without a limit
on how many units (pots) can be
held on a single licence.

The rate at which this adjustment
occurs is dependent upon many
things, but in recent times the “cost-
price squeeze” which has reduced
fishers’ profitability appears to have
been a major factor. There is a gen-
eral trend for boats to become larger
and utilise more pots, which is likely
to continue, particularly if further
effort reductions are required.

In New Zealand, Tasmania and
the Northern Zone South Australian
Fishery, where ITQs are in place,
there has been a reduction in both
boat numbers and the number of
entities owning quota units, due to
market pressures forcing businesses
to become more efficient and profit-
able.

The rate at which industry
adjusted in these quota managed
fisheries depended on the extent
to which the management system
limited ownership (aggregation) of
quota units and the degree to which
the initial allocation of quota redis-
tributed catch among unit holders.

! Note this figure replaces the 495 boats quoted in ‘An Overview of Bio-Economic, Sociological and Comparative Analyses’, by
the Department of Fisheries 2005. Boat numbers based on the number of active Managed Fishery Licences.



Value of entitlement
Under the current system, trading in
the market for pot units has driven
the price generally upwards. How-
ever, in recent times the value has
decreased as the business of lobster
fishing has become less profitable due
to increases in the cost of fishing and
depressed prices because of increased
competition in the market place and
less favourable terms of trade.

It is difficult to predict what the
value of entitlements will do should
the fishery remain with the existing
management system. However, if
further effort reductions are required
to protect the breeding stock (par-
ticularly pot reductions) it would be
likely to increase demand for units
(pots) and put upwards pressure on
their value.

In New Zealand, Tasmania and
the Southern Zone South Australian
lobster fisheries, the value of quota
entitlements increased significantly
following the introduction of ITQ:s.
The demand to buy and lease
quota was spurred by the need for
participants to adjust the amount
of quota they held to fit the size of
their fishing operation. It is also
apparent that the improving health
of these fisheries under ITQs and
the resultant increase in catch rates
has improved profitability, which has
added confidence to the market.

To date, the majority of invest-
ment in quota entitlements in these
fisheries has come from the existing
entitlement holders.

Setting ITQs
If the industry and government de-
cide to move to ITQs, the Minister
has indicated that the quota alloca-
tion would be based on the number
of unit (pot) entitlements owned.
Catch history would not be taken
into account. This decision is based
on the fact that it is not possible in
all cases to match catches with units
(pots) and their owners. There have
also been legal rulings handed down
in Australia in recent years that
support entitlement based allocation
systems.

Quota would be set by zone and
if they were in place now, allocations
could be done for the next three
years based on catch predictions and
the status of the breeding stock. To
allow for the uncertainty in the pre-
dictions, the potential black market
and the need to take a conservative
approach regarding sustainability,
the catch predictions would be dis-
counted by about 5% prior to the
quota being set.?

For Zone C the calculation is
straightforward, i.e. the predicted
catch for Zone C (minus 5%) divided
by 35,634 unit (pot) entitlements in

Zone C = Quota (kg) allocated to
each unit (pot) entitlement.

For A and B fishers the quota al-
location calculation is more complex
because they both fish Zone B from
the 15 November to 14 March.
Therefore quotas have to be set for
Zone B from 15 November to 14
March, which A and B fishers would
share based on the number of unit
(pot) entitlements they hold. In ad-
dition separate quotas have to be set
for Zone A (Abrolhos Is) for A fish-
ers only, and Zone B from 15 March
to the end of the season for B fishers
only and the quota shares would be
based on the number of units (pot)
entitlements held.

The table below provides an ex-
ample of what the quota allocations
could be for Zones A, B and C for
the 2005-06, 2006-07 and 2007-08
seasons, based on dividing the zone
quotas by the number of unit (pot)
entitlements in each zone.

2 The level of discounting would go up and down each year depending on the status of the stock at the end of each season and

other factors.



2005/06

Zones A B (o

Predicted Catch (t) 1750 3500 5200

Quoto? (1) (assume 5% discount) 1663 3325 4940

Number of units (pots) 18600 A 18600 B 15000 35600

(rounded to nearest 100)

Kg/unit from 15 Nov to 14 Mar (period assumed 54 54

to be 55% of Zone B catch)

Kg/unit from 15 Mar to end of season 89 100

Total kg/unit for the season 89 + 54 =143 154 139
2006/07

Zones A B (]

Predicted Catch (t) 1800 3600 4400

Quoto?s () (assume 5% discount) 1710 3420 4180

Number of units (pots) 18600 A 18600 B 15000 35600

(rounded to nearest 100)

Kg/unit from 15 Nov to 14 Mar (period assumed 56 56

to be 55% of Zone B catch)

Kg/unit from 15 Mar to end of season 92 103

Total kg/unit for the season 92 + 56 = 148 159 117
2007/08

Zones A B (]

Predicted Catch (t) 1800 3600 4750

Quoto?® () (assume 5% discount) 1710 3420 4513

Number of units (pots) 18600 A 18600 B 15000 35600

(rounded to nearest 100)

Kg/unit from 15 Nov to 14 Mar (period assumed 56 56

to be 55% of Zone B catch)

Kg/unit from 15 Mar to end of season 92 103

Total kg/unit for the season 92 + 56 = 148 159 127

As an example, using the above table a person with 112 unit (pot) entitlements would have the following

ITQ for the 2005/06 season:

A fisher — 112 units x 143 kg/unit = 16,016 kg ITQ
B fisher — 112 units x 154 kg/unit = 17,248 kg ITQ
C fisher — 112 units x 139 kg/unit = 15,568 kg ITQ.

3 The quota is the Total Allowable Commercial Catch (TACC) for each zone. To work out the ITQs, the quota is divided by

the units (pots) in the zone.




These estimates are indicative to
illustrate the process. They use the
latest information on unit entitle-
ments by zone (rounded to the near-
est 100) but do not take into account
the effort reductions implemented in
2005 or the status of the stocks at
the end of the 2004/05 season.

Findings
The results of modelling the differ-
ent management options has shown
that ITQs offer substantial scope for
the fishery to improve efficiency by
reducing the cost of fishing and the
number of boats to about 260. In
practice it is likely that more boats
would remain in the fishery than
the model predicts. ITQs could
also have the potential to deliver
some improvement in prices, which

Planned timetable of the review and decision making process
A four phase consultation and decision making process will be used to decide which management system is best for
the long-term management of the rock lobster industry.

combined with the efficiency gains
could result in significant additional
annual net benefits for the industry
in the vicinity of $20 to $70 million
per year. However, these potential
benefits have to be weighed against
the risks that they may not be as
large as estimated or they may take
a long time to materialise and that
quota cheating could be a significant
issue.

Phase 1 (Jan 04 to Dec 05)

Assess and compare a number of fishing effort and quota
management systems.

Phase 2 (Jan 06 to Sept 06)

Stakeholder discussion on the advantages and disadvantages
of fishing effort and quota management systems.

Phase 3 (Oct 06 to Feb 07)

Stakeholder’s views considered and advice prepared for Gov-
ernment. Industry will be polled for their views. It is hoped
that fishers will arrive at an industry consensus on which
management option they prefer.

Phase 4 (March 07 to September 08)

Government makes its decision on which management system
to use and implementation commences with the view to hav-

ing it in place by 2008/09.

The Western Rock Lobster Council has organised meetings to start the industry consultation process on
the management review and all those involved in the rock lobster industry are encouraged to attend.

For further information contact the Council on 9492 8827.
9 am Tuesday 7th February - Geraldton Entertainment Centre, Urch St, Geraldton.

9 am Monday 13th February - Fremantle Sailing Club, Marine Terrace, Fremantle.

The review reports are available on the Department of Fisheries’ web site at www.fish.wa.gov.au or the
Western Rock Lobster Council’s web site at www.rocklobsterwa.com and hard copies are available by
contacting the Department on (08) 9482 7267.




