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1. Executive Summary
The profitability of businesses in the Spencer Gulf prawn fishery has been declining. Fisheries in
similar situations typically undertake a structural adjustment program. The outcome of a structural
adjustment is generally to improve profitability by removing inefficient activities or practices.
Structural adjustments are often expensive and implemented when a fishery can least afford the
change.
The Economic Optimisation Sub-committee (EOSC) will investigate structural adjustment options
to improve the future profitability of the business involved in the fishery.
2. Purpose
The purpose of this paper is to provide preliminary background information for the Association’s
EOSC.
Information and recommendations developed by the EOSC will be submitted to the Management
Committee. The Management Committee will then approach the Association’s membership for
further advice and feedback.
3. Introduction
On reviewing Econsearch’s economic evaluations of the Spencer Gulf prawn fishery, in conjunction
with regular feedback from membership within the fleet, it has been highlighted to the Association
that there are concerns with the future economic viability of the businesses that operate in this
fishery. This was reinforced during February’s workshop where members provided broad
agreement to evaluate future management options for this fishery to improve economic returns.
The Spencer Gulf prawn fishery has, to date, successfully been managed by input controls and
real time management. The ecological sustainability of the fishery is of a high standard, as
reflected by the Marine Stewardship Council (MSC) certification. Concern with the fishery has been
raised through its future economic viability.
The economic performance of the fishery can be referenced back to the Management Plan for the
Spencer Gulf prawn fishery (pg 36) which has several performance indicators. Two of these
economic indicators have not been realised:
1. Gross Value of Production <0% change
2. Return on Investment <0% change
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This is evidenced in the following extracts from the 2009/10 Economic Indicators
for the Spencer Gulf and West Coast Prawn Fisheries report by Econsearch.
Average gross boat income fluctuated between years but, overall, between
1997/98 and 2009/10 average income decreased by 8 per cent.
Between 1997/98 and 2009/10 the average cost per kilogram increased by
approximately 39 per cent, significantly more than the change in price.
The estimated rate of return to capital peaked at almost 9 per cent in 1999/00 but
has followed a declining trend in subsequent years. In 2009/10 the estimated rate
of return to capital was just 0.4 per cent. The decrease in rate of return is due to
both a decline in profitability in the fishery and an increase in the value of fishing
licences.
The Association has also established a set of targets through its annual reports,
of which two economic indicators are:
1. Our fishing licence (with boat) is worth more than $4 million.
2. We have made an extra $10 million for the industry through valueadding methods.
The first is difficult to assess as there has not been a licence transfer for over 12
months. However, there have been licences on the market which have resulted in
no transaction, indicating that this target is not being realised. The Association
has not invested in developing value adding options, except through supporting
investigations through the Nuffield Scholarship Candidate, Clinton Scharfe.
Fishermen (investors) have worked towards maximising their fishing operations
within the boundaries of input controls, creating a race to the prawns. However,
as it has been documented, the limitation of input control has driven inefficiencies
into this fishery via the introduction of large expensive vessels which are used for
short periods. The fishery has suffered from effort creep, i.e. large boats, greater
horsepower leading to increased fixed costs etc. It should be noted that there is
still potential for future effort creep, which is currently limited due to low returns
leading to subsequent reduced investment capital.
4. Objectives of the Economic Optimisation Working Group
The objective of the EOSC is to evaluate alternative management options
outlined in the February workshop by determining:
1. how a management option may be implemented,
2. associated benefits, negatives, implementation barriers,
3. operational costs (science, management, business, restructure)
4. economic return to the fishery of each option,
5. a priority list for the application of an option.
Following is a summary of points discussed at the February workshop.
 Property rights:
o Quota/TAC
o Effort units
 Tradable nights
 Time units
 Area trawled
o Gear units
 Nets
 Fleet coordination/company structure
 Buy out or buy up licences
 Amalgamations
In order to evaluate options and alternatives, consideration needs to be given to
the key driver for change and the new targets set for the fishery. Subsequently,
the committee will develop some simple targets.
The topics for determination are:
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1.
2.
3.
4.

Agree on the key driver(s) for change
Set targets
Analysis of available options
A review of a best fit option.

5. Key Driver for Change
The Committee should agree on a primary (and if necessary secondary) driver
for the fishery to change. The primary driver for change that has been discussed
in this fishery is declining profitability. There are various factors which have
driven changes in the fishery, which include:
 variable costs of running the vessels are rising;
 prices are stagnant and reducing in real terms;
 Australian dollar is high decreasing international competitive edge for
exports;
 competing with imported and local wild caught and aquaculture prawns;
 competition with employment packages with mining industry combined
with a reduction in (real) wages is driving increasing staff turnover, which
are;
o reducing corporate knowledge in this prawn fishery,
o leads to a risk of poorer quality prawns.
o less experience crew intrinsically increases OHSW risks.
The majority of these factors are beyond the influence of the Association.
However, changes in these factors can be estimated and subsequent plans
established to how the fishery will respond, as such should be considered
through the economic analysis of any selected structural adjustment.
To gain a global perspective and develop an understanding of the factors that the
Association can directly influence with respect to economic improvement of the
Spencer Gulf prawns fishery, and to develop a back ground to other experiences,
consider extracts from an FAO report included in Appendix 1.

6. Target
The EOSC needs to set clear targets for this fishery to achieve through any
structural adjustment. There are various economic measures which can be
identified. The following are examples (taken from Econsearch report):
Boat Business Profit is defined as gross operating surplus (GOS) less
depreciation less owner-operator and unpaid family labour. Boat Business Profit
represents a more complete picture of the actual financial status of an individual
firm, compared with GOS, which represents the cash in-cash out situation only.
Rate of Return to Capital is calculated as Profit at Full Equity divided by Boat
Capital multiplied by 100. This measure is expressed in percentage terms and is
calculated for an individual licence holder. It refers to the economic return to the
total investment in capital items, and is a useful relative measure of the
performance of individual firms. Rate of return to capital is useful to compare the
performance of various licence holders, and to compare the performance of other
types of operators, and with other industries.
Profit at Full Equity is calculated as Boat Business Profit plus rent, interest and
lease payments. Profit at Full Equity represents the profitability of an individual
licence holder, assuming the licence holder has full equity in the operation, i.e.
there is no outstanding debt associated with the investment in boat capital. Profit
at Full Equity is a useful absolute measure of the economic performance of
fishing firms.

29

Economic Rent is defined as the difference between the price of a good
produced using a natural resource and the unit costs of turning that natural
resource in to the good. In this case the natural resource is the Spencer Gulf and
West Coast Prawn fishery and the good produced are the landed Prawns.
7. Harvest target
Consideration should be given to the target harvest level and the ability of the management regime
to assist in the targets being met. This fishery is currently harvesting at its maximum sustainable
yield (Msy).
The alternative is to harvest at maximum economic yield (Mey). Mey sets a
harvest strategy which is generally lower than Msy. Importantly, Mey takes into
consideration the cost of fishing and price of the product. Bio-economic models
provide a tool to assist fisheries in obtaining Mey. The advantages of Mey are
that the fished biomass and fishery should be maximising its economic
performance and creates a buffer against negative shocks (environmentally and
economically).
8. Previous Concepts
There have been several submissions to the Management Committee in the past
dating back to the mid-1980s. These options have been described in previous
documents, which consider implementing:
 Individual Transferable Quotas (based on real time management)
 Voluntarily combine licenses (involves gear modification)
 Setting quota on one of the following attributes - time/nights/area trawled
 Buy-out effort
 Net transfers i.e. nets become a quota
 Purchase the Gulf of St Vincent fishery.
Other concepts are related to individual vessel cost management:
Reducing individual costs on the vessel:
 consider smaller engines with larger gear ratios and latest propeller and
shaft technology to reduce fuel cost.
 modify fishing gear to reduce drag and effort, as demonstrated in the T90
trials or quad rigs.
 investigate options of an alternative to otter boards, such as the ‘batty’
wing.
9. Management Controls
Broadly there are two management controls: input and output controls.
Input controls – Generally simple to design and administer and allows the effort
to adjusts to available stock. However there are disadvantages, they don’t
necessarily lead to equitable access to resources. The strength of competition
between fishers leads to investment into areas of operations that are not
controlled by inputs. Structural adjustment is not driven by input controls.
Output controls – Generally output controls still maintain some input measures.
These controls reduce competition between fishers, which can reduce capital
stuffing. They can maximise operational flexibility and create a more secure
access right. They require an economic model which can be expensive to
maintain, are vulnerable to data corruption particularly through high grading,
increased management costs and can lead to socio-economic changes in the
fishery.
10. Individual Transferable Fishing (ITF) Rights
ITF rights refer to fishery being divided into units which are distributed to license
holders. The effect of dividing up the fishery into units will generally lead to
inefficient operations to be absorbed by efficient operations. ITFs traditionally
have strengthened access rights to resources. ITFs can either be based on input
or output controls.
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Assumptions for success of ITFs
1. All individual rights are fully tradable (sale or lease) (transferable)
2. The rights exist for the long term (duration)
3. Retention of limited entry (exclusive)
4. Closures for biological/ecological purposes
5. Continued use of ECBM/By-catch mitigation gear
6. Ongoing research, data collection & compliance programs – may vary
with each system
7. Need to consider economics
Criteria
1. Equitable: need to identify existing shares & determine translation
formula; the ‘share’ of rights held under one system must not be
diminished in moving to a new system.
2. Flexible & Adjustable: operators need flexibility to adapt to changing
circumstances & to maximise returns; fishery needs to be adjusted to
respond to biological or economic changes.
3. Responsive: capable of adjusting the fishery on either biological or
economic grounds in a timely manner.
4. Transferable: allows operators maximum flexibility to trade up or down
to suit their own operational/market demands.
5. Economically efficient: retaining as few inputs as possible to maximise
opportunity for economically efficient exploitation.
6. Simple & Cost Effective to manage: easily understood by industry;
simple administration & enforcement; legally defensible.
The benefits
1. Secure on-going access (property rights) for industry, sound investment
base for financiers.
2. Flexibility for operators – individual decisions to buy, sell or lease are
market based, not Government driven.
3. Effective tool to balance fishing effort and biological & economical
sustainability.
4. An equitable tool for adjustment in the fishery when required (adjustment
proportional across the fleet).
Types of Individual Transferable Fishing Rights
1. Input controls: gear units; boat units; boat days/ time units; effort units;
pot units (Individual Transferable Effort Units or ITEs).
2. Output controls: Individual Transferable Quotas (ITQs) – issued as kilos
of prawns.
Input Controls
The following represent possible input units, through an ITF system:
Boat Days/Time Units – licences are allocated a set number of nights or a time
unit which allow access to the fishery. A time unit would be a percentage of total
allowable nights allowed for a season which would be adjusted according to the
stock levels. The nights or time units could be traded through either leasing or
sale.
Effort Units – can represent gear type by time or swept area or vessel size by
time. Similarly to time units, a gear unit would be issued to licences on a unit
basis. The number of units would be influenced by the available stock.
Gear Units – represent an allocation of equipment which can be transferred
between vessels, such as head line length.
Benefit
 Generally acceptable to industry – often based on catch history,
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Risk




Generally more cost effective,
Flexible and responsive for adjustment ,
Benefits of individual decisions to increase efficiency dissipated across
the fleet.

Not always effective at controlling effort,
Can impose economic inefficiencies,
Rent dissipation can occur if capacity adjustment doesn’t occur (fishing
inefficiently).

Output Controls
Output controls can be represented by Individual Transferable Quotas (ITQs).
The ITQs would be established through a Total allowable Catch (TAC) which
relies on research and a proven bio-economic model. ITQs result in an allocation
of kg to each licence holder.
Assumptions for ITQ
 Requires robust scientific data / stock assessment (+ economics if
managing to MEY) & TAC predicting methodology – survey information
can assist. The accuracy of predictive models are important as an under
prediction results in underutilisation & an over prediction can result in a
stock collapse.
 Models are heavily reliant on data, including annual data collection.
 Best results generally in single long lived species.
 Few short life cycle (less than 6 years) multi species fisheries managed
under ITQs though some high volume, high value fisheries eg African
anchovy/sardine , NZ arrow squid & Icelandic capelin fisheries.
 No prawn fishery currently managed under ITQs (Mozambique Shrimp
fishery closer to Total Allowable Catch system).
 NPF investigating ITQs.
 Flexibility to maximise catch for least cost, economic efficiencies,
facilitates flexible trade/autonomous adjustments, limits catch.
 Single species fisheries are more suitable to quota management, subject
to stock status.
 Potential loss of revenue from high grading and discards.
 Compliance, research and administrative cost are higher. Need to
consider how co-management may offset these costs.
 Issues of ‘corporatisation’ and concentration of ownership.
Allocation
 Allocation is the controversial issue in moving to any new system or
implementing adjustment programs.
 Fisheries are generally more interested in what they are going to get
rather than how a new system works.
 Fishing history (catch, vessel size, and horsepower), financial
investment; administrative decision; auction/tender are all mechanisms
used in allocations.
11. Company model/self-governance
The company model is based on the experience of the Challenger Scallop
Company. In response to dwindling stock and the establishment of a seeding
program, the individual licences in the scallop industry in New Zealand
Challenger region combined to establish a company to manage the business of
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reseeding areas. Later further steps were taken to manage the fishery, including
the science and data collection resulting in the company moved the fishery
towards self-management. The following are key points:
 Self-governance or a company model is focused on internalizing the
decisions related to fishing and fisheries management – short term and
long-term – within the industry.
 It is about empowering the industry to take advantage of property rights
to increase the value derived from the resource.
 Allows licence holders to have more flexibility to take action to make
decisions to optimise revenues and reduce costs.
 Strong property rights together with self-governance allows a fishery to
operate as a sole operator.
 Internalise decisions about risk and future prices to set catches to
maximise the present value of the available resource.
 Make economically efficient decisions about the nature and extent of
research services and compliance.
 Fishermen work together as co-owners to make tough economic
decisions and collectively benefit from those decisions.
12. Buy outs (or buy ups)
An alternative measure is to buy out boats from the fishery. This in effect will
allow the removed effort and catch to be distributed between the remaining
vessels, potentially increasing revenue for remaining businesses. A buy out at
this point in time would not receive direct financial support from the Government,
as such, a funding mechanism would need to be developed.
A buy out of the fishery would need to consider value of removing effort from the
fishery against the costs generated by its removal combined with the additional
costs incurred through harvesting greater volumes of prawns. Determining the
value of licences would need to be considered, which could potentially influence
whether they are compulsorily or voluntarily acquired.
A limitation of buy backs is that it is does not establish an ongoing mechanism
which can adjust to future changes in economic conditions. There are also risks
of increases in capital investment which could lead to erosion of improved
revenue in the race to catch more prawns.
The option of buying up the Gulf of St Vincent and other fisheries is a
consideration, which will allow an expansion of the fishery. Similar issues
surround a buy up as with a buy back, i.e. values, debt levels and benefit.
13. Amalgamations
The concept of amalgamating licences is equivalent to implementing a gear unit,
such as headline length, then halving it. Consideration in an amalgamation would
require an understanding of the value of the amalgamated licences, transfer of
costs associated with the remaining vessels etc. Other factors to consider are
whether the amalgamations would be considered compulsory or would be
constituted as a component of a buy back scheme as implemented in Shark Bay.
Amalgamations, similarly to buy backs, share similar advantages and
disadvantages.
14. Parameters for consideration
The following is a list of parameters that should be considered in determining any
future changes. They may assist in clarifying and weighing up options of
particular strategies that may be recommended.
 MSC Certification – may improve value of product and ensure that
changes fit within the MSC criteria.
 Real Time Management – current management strategy to use stock
assessment and spot surveys to decide on harvest strategies, creating a
sustainable flexible approach to access the biomass.
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Ecosystem and TEPS impacts – need to consider any changes of risk
or impacts on the ecosystem and TEPS.
Stock management – ensure that prawn biomass is managed.
Survey Cost – the cost of undertaking stock assessment and ecological
impact research.
Culture of SG prawn fishery – family owned businesses will influence
strategies and ability to adapt to change.
Crew maintenance – maintain product quality and low OHSW risks.
Compliance cost – need to consider the changes in compliance costs
with any management changes.
Management costs – need to consider any management cost with any
changes in the fishery.
Co- management – consider the involvement and tasks of PIRSA and
the Association under a new management regime.
Internal adjustment costs – adjustment of the fishery may result in cost
associated with making adjustments.
Carbon Tax – manage future impacts of the tax.
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APPENDIX 1.
The following extracts have been included from a FAO report; Gillett, R. Global study of shrimp
fisheries. FAO Fisheries Technical Paper. No. 475. Rome, FAO. 2008. 331p.
“The recent world shrimp catch is about 3.4 million tonnes per year, with Asia as the
most noteworthy area for shrimp fishing. World production of shrimp, both captured and
farmed, is about 6 million tonnes, of which about 60 percent enters the world market.
Shrimp is now the most important internationally traded fishery commodity in terms of
value. In many tropical developing countries, it is the most valuable fishery export; the
employment aspect is also significant.”
Profitability
In examining shrimp fishing in ten countries, one of the main features to emerge is the
current low profitability of many commercial shrimp fishing operations. The typical
situation consists of rising costs (mainly fuel) and falling revenue from shrimp sales
(resulting to a large degree from competition with lower-cost farmed shrimp) in an
environment where there is overcapacity. A number of measures to improve the current
situation of poor profitability have been implemented or recommended. The most
important measures are: increased attention to fuel costs, fleet reduction, market
promotion, subsidies and import barriers. The boldest move to improve the profitability
of domestic shrimp fishing in recent years has been the initiative in the United States to
restrict the import of farmed shrimp on the basis that it has been dumped on the market.
Resource rent
Resource rent can be defined as the difference between the revenue from a fishery
resource and the costs of exploiting it, including capital costs. In a broader sense, if
non-monetary costs and benefits are taken into account, rent can be considered as the
net economic return from a fishery to society. Good management regimes tend to
increase rent; others, especially open access, can dissipate it. Unfortunately,
information on the amount of resource rent available appears to have been estimated
for only a few of the world’s shrimp fisheries.
Prioritizing objectives
It is difficult to prioritize the incongruous and conflicting objectives that are often set for
shrimp fisheries. On a practical level, one situation is especially common – attempting
to maximize economic yield in an open access regime. An important objective of open
access shrimp fisheries, probably more common in the world than restricted access, is
often to maximize employment. This is, however, incompatible with the economic
efficiency needed to generate maximum economic yield.
Impacts of shrimp farming on shrimp fishing
The main effects of shrimp farming on shrimp fishing are:
• economic impacts in the marketplace;
• the destruction of mangrove forests for shrimp aquaculture operations;
• the capture of shrimp postlarvae and broodstock for farming;
• escapes of cultured shrimp into the wild;
• the “trash fish” issue.
Overall, shrimp farming has had a substantial impact on shrimp fishing activities, from
the fishery level to the international level. Interaction in the marketplace seems to have
the most effect, at least during the present period of low profitability. The total impact of
shrimp farming cannot be quantified, but the net result has been lower prices.
From the mid-1990s to 2005, a major feature in the world shrimp market was generally
falling prices. Ward et al. (2004) indicate that from 1997 to 2002 in the United States,
ex-vessel prices declined by 27 percent in the Gulf of Mexico and 24 percent in the
Southern Atlantic States Shrimp Fishery, as imports increased by 300 percent.
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In Japan, there was a general downward trend in prices from the mid-1990s. In the
European Union (EU), combined penaeid import prices mostly declined from 2000, but
prices for some captured species increased. Cold-water shrimp prices, as judged from
Pandalus borealis prices in the United Kingdom, show a downward trend from the mid1990s. Although increased aquaculture production is the main cause of the fall in
prices, Globefish (2003) also notes other causes in the early 2000s.
Demand weakened in key markets, particularly the United States of America, following
the events of 11 September. Difficult economic conditions in Japan, as well as the weak
yen, meant reduced demand and downward pressure on prices in that market. In the
EU, the appreciation of the euro vis-à-vis the dollar effectively reduced import prices for
shrimp products normally quoted in dollar terms.
Since late 2005, the shrimp price situation has changed. Because of higher demand
and lower expected aquaculture production, especially in Thailand, shrimp prices have
been increasing. At least part of the increased demand is from Thailand and China
where domestic consumption is rising.
Important Issues in the Shrimp Trade
Three important issues in the shrimp trade deserve special attention: the United States
trade measures relating to turtle conservation, United States anti-dumping tariffs and
ecocertification of shrimp fisheries.
Relative fuel consumption still compares favourably with other animal protein production
systems. With an energy used/energy produced ration of 0.095 (about 10 percent), the
fuel consumption in 29 North Atlantic fisheries appears to be about five times more
efficient than beef production, 4.5 times more than lamb production, three times more
than chicken production, 1.5 times more than swine production and much more efficient
than most aquaculture systems (Tyedmers, 2004).
Fuel Saving
According to the ten countries studied, operational measures used in shrimp fisheries to
mitigate fuel cost increases include: using multiple nets (Figure 24); lightening the
fishing gear; using sled-type doors for otter trawling; switching from otter trawling to pair
trawling; reducing bycatch; using improved netting material; avoiding trawling against
tidal currents; basing shrimp vessels closer to fishing grounds; fuelling offshore;
smuggling fuel; and remaining in port until the fuel and/or catch situation improves.

Improving Profitability
A number of measures to improve the current situation of poor profitability have been
implemented or suggested. The most important are increased attention to fuel costs
(discussed in Chapter 7), fleet reduction, market promotion, subsidies and import
barriers.
Considerable optimism is shown by both fishery managers and commercial operators in
many parts of the world that reducing the number of vessels participating in a fishery
will increase the profitability of the remaining vessels. This is often expressed in general
terms but, in Nigeria and the United States, there has been some quantitative work.
• Economic revival (of the shrimp fisheries in Nigeria) will depend upon either prices
rising or catch rates improving, as there is little scope to reduce costs. If prices don’t
rebound, then the principal option facing the industry must be to reduce overall
capacity to allow unit catch rates to increase for the remaining vessels, a situation that
may be faced by much of the world’s shrimp fisheries. This is already happening with
the Nigerian fleet – and an indication of the eventual impact on the fleet if prices
remain at current levels can be estimated as follows: to restore profitability, catch
rates would need to increase by 50 percent (i.e. from 60 to 90 tonnes per boat per
year). This would imply a fleet reduction of at least 35 percent, or reducing the fleet to
around 100–110 boats (Chemonics, 2002).
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• Ward et al. (2004) examined the economics of the Gulf of Mexico and Southern
Atlantic States Shrimp Fishery. Simulation analysis found that with low shrimp prices,
economic profits are negative and, at the end of 2004, a reduction of 30 percent of
permits/licences of the large vessels would be needed to yield positive economic
profits in 2005. For small vessels, positive economic profits can be achieved only for
the 50 percent fleet reduction.
Reductions in shrimp fleet sizes to improve profitability have been undertaken in several
locations, including Australia and the industrial fisheries in Madagascar. On the other
hand, small-scale shrimp fisheries are often unprofitable, but there are few cases, if
any, where management has reduced small-scale shrimp fishing fleets to improve
economic performance.
Reduction in fleet size or capacity (e.g. through vessel numbers or gear restrictions) will
not necessarily increase profitability in the long term. In input-controlled fisheries, which
cover most shrimp fisheries, the incentive remains to innovate and rearrange inputs to
become relatively more effective. Each operator introducing an innovation (e.g. a new
net or otter board design) will enjoy a short-term benefit, but this will diminish as others
adopt the new technology and effort creeps forwards, eroding profitability as fishing
capacity increases and CPUE falls or seasons shorten.
Market promotion exercises have been carried out in several countries to improve
profitability. The Mexican Shrimp Council (Consejo Mexicano del Camarón) and Ocean
Garden Products of San Diego, the largest Mexican shrimp importer in the United
States, launched a marketing campaign in March 2004 to promote the flavour and
texture of shrimp from Mexico. The campaign, touted as “The Naked Truth About
Shrimp”, is designed to give farmed and wild Mexican shrimp the brand recognition that
products such as Colombian coffee and Mexican tequila already enjoy.
When you’ve got something this good, why cover it up? Our south-of-the-border
beauties come from the most pure ocean waters of a sun-drenched climate. This
nutrient-rich environment paired with the VIP treatment means our happy swimmers
come to you perfect in taste and texture – as is. All you’ll ever really need are a few
culinary essentials to bring out their natural flavor. Simple is good. Naked is best
(www.mexicanshrimp.org).
At least some of the premium price paid for Madagascar shrimp in Europe has been
obtained through market promotion exercises. The Norwegian Seafood Export Council
has also carried out some effective publicity work for cold-water shrimp (Figure 25).
Some market promotion exercises are quick to take advantage of new opportunities. In
September 2007, the marketing group Wild American Shrimp (WASI, affiliated with the
Southern Shrimp Alliance [United States anti-dumping action]) launched a marketing
campaign and fund-raising activities associated with new concern in the United States
over the safety of Chinese seafood products. WASI feels that this is creating a new
selling opportunity for shrimp caught in the United States. To take advantage of this
situation, WASI indicates that it needs additional funds to the US$10 million in federal
grants received over the last four years for the marketing campaign (IntraFish, 2007).
When profits collapsed in the United States shrimp fishing industry, several measures
were proposed by NMFS, including a major marketing programme. Analysis of this
proposal (Ward et al. 2004) showed that market promotion efforts would have to result
in a 15 percent increase in ex-vessel price to eliminate the negative economic profits for
smaller vessels. A 5 percent increase in ex-vessel price would increase revenues by
2.25 percent and employment by 2.24 percent. Significantly, the analysis concluded
that market promotion and other attempts to improve prices would not be successful
unless the number of vessels participating in the shrimp fisheries is limited.
Subsidies are another mechanism that has been used to improve the profitability of
shrimp fishing. Most of the obvious subsidies are related to fuel costs (Chapter 7), but
others are granted on a per vessel basis, or consist of measures such as tax waivers,
low interest loans or provision of infrastructure. Many, but not all, subsidies are harmful
(Box 19). Several types of subsidy interventions have been used for shrimp fishing,
including those to reduce costs of shipbuilding (Australia), to import vessels (India) and
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to fit out vessels (Nigeria). In general, the fully or overexploited nature of many shrimp
fisheries has tended to reduce government enthusiasm for subsidies, while shocks such
as fuel prices and competition with farmed shrimp have resulted in more pressure on
governments to grant subsidies. Subsidies to shrimp fisheries are especially sensitive.
Kura et al. (2004) make a strong case that government fishing subsidies are a leading
factor in the excess capacity of the world’s fleets. It is well known that many, if not most,
of the world’s shrimp fisheries suffer from overcapacity. It is therefore ironic that many
of these fisheries continue to receive various types of subsidies.
The boldest move to improve profitability of shrimp fishing in recent years has probably
been the initiative in the United States to restrict the import of farmed shrimp on the
basis that it has been dumped on the market. In December 2003, the Southern Shrimp
Alliance (SSA), a lobbying organization formed by shrimp fishers and processors in
eight southern states, filed an anti-dumping petition with the United States Department
of Commerce against shrimp farms in Brazil, China, Ecuador, India, Thailand and Viet
Nam. In July 2004, the Department imposed duties varying up to 113 percent on these
countries. SSA claimed it was seeking protection from an unfair trade practice, but
some commentators saw it as a form of unfair protection from foreign competition. The
United States shrimp industry is likely to have profited in three ways from the tariff: from
reducing the quantity of imported product on the United States market; from a United
States law (the “Byrd Amendment”), which gives the duties collected to the aggrieved
United States party (some US$150 million); and from a deal between SSA and foreign
producers (worth several million) to avoid reappraisal of the dumping duties (The
Economist, 2006).
Although SSA efforts were initially successful, subsequent analysis shows that foreign
entrepreneurs reacted creatively to thwart the United States restrictions. Shrimp buyers
in the United States switched to new suppliers of frozen shrimp, and foreign producers
subject to the tariff switched production to shrimp products exempt from the tariff. The
amount of shrimp imported into the United States actually increased – including that
from many countries subject to the anti-dumping measures. Action by the United States
Government also reduced the impact: in February 2007, the “Byrd Amendment”, was
repealed and in August 2007, Ecuador was removed from the list of countries subject to
the extra duty (Mathews and Dunaeva, 2007).
Resource Rent
Resource rent can be defined as the difference between the revenue from a fishery
resource and the total costs of exploiting the resource. In a broader sense, if
nonmonetary costs and benefits are considered, rent can be considered as the net
economic return from a fishery to society. In limited access fisheries, resource rent can
be kept by fishers (as super profits) or collected by management authorities (and
returned to the public) through licence fees.
Good management regimes tend to increase rent; others, especially open access, can
dissipate it. Accordingly, changes in rent can be an indicator of the economic
performance of a fisheries management agency. For example, the performance of the
AFMA in managing several shrimp fisheries under its jurisdiction is to some extent
determined by changes in resource rent levels of these fisheries.
Resource rent has not been determined for many shrimp fisheries in tropical countries.
The situation in Indonesia seems typical where, according to the Director of the Centre
for Marine and Fisheries Socio-Economic Research, there have been few rent studies
on any of the fisheries (A. Purnomo, personal communication, December 2005).
Elsewhere, many fishery managers encountered during the present study are only
vaguely aware of the concepts related to resource rent. Few managers appear to use
the amount of rent when managing shrimp fisheries. Chapter 4 indicates that in many
countries, the gross value of the shrimp catch is often used by fisheries managers for
making decisions, such as trade-offs between fisheries, simply because the numbers
are available and comparable. This is unfortunate, because resource rent is in many
respects a better indicator of the value of a fishery to society.
Information on resource rent is readily available for several shrimp fisheries in
developed countries.

38

•

Galeano et al. (2004) give the rent in the NPF ($A33 million of resource rent in the
2001/01 season), the Torres Strait Prawn Fishery ($A2.8 million in the 2001/01
season), and the Southeast Trawl Fishery ($A2 million average for several years).

•

Ward (2006) determines the resource rent level for the Gulf of Mexico shrimp fishery
in the United States at US$2.11 billion. By introducing optimal yield management
strategies and property rights into the fishery, a rent of US$4.19 billion could be
obtained.

•

Christensen and Vestergaard (1993) state that in 1991 the rent in the Greenland
Shrimp Fishery in the Davis Strait was between US$33.8 million and US$104.8
million.

Limiting access is often difficult but, if implemented in the early stages of a fishery, the
transition can be less expensive and more effective. Two examples illustrate the
difference. In 1967, commercial prawn fishing began in South Australia’s Gulf of St
Vincent. Limited entry was introduced in 1968 and participation in the fishery was
further reduced in 1987. Indicators show that the management objectives of “optimizing
economic returns to stakeholders” are being achieved (Zacharin, 1997).
In Texas, United States, shrimp fishing developed rapidly after 1920 and in the 1930s a
closed season and gear restrictions were implemented, but increased participation in
the fishery created economic problems for the shrimp fleets. To improve the economic
performance of the shrimp fishing, in 1995 the Texas Legislature enacted the first bay
and bait shrimp vessel licence limited entry programme. Since the implementation of
the licence buy-back programme, the Texas State Government has purchased and
retired 815 commercial shrimp boat licences (422 bay and 393 bait) at a cost of
approximately US$4.3 million. This represents 25 percent of the 3 231 licences of 1995.
Since the buy-back programme was not entirely successful at restoring profitability,
additional management measures were implemented in 2002 (TPWD, 2002).
Economic Impacts in the Marketplace
The best studied example of economic interaction between shrimp fishing and shrimp
farming occurred a few years ago, when large amounts of cheap imported farmed
shrimp came on the market in the United States. In simplistic terms, the supply of
shrimp on the world market soared mainly as a result of farming operations; prices
decreased; imports into the United States increased; and prices paid to domestic
fishers fell, causing a demise of warm-water shrimp fishing in the country. According to
Ward et al. (2004), major impacts are the following.
•

Since 1980, much of the growth in world shrimp production has been the result of
successful farming activities throughout the world, particularly in Asia and, to a
lesser extent, in South and Central America. World production of farmed shrimp in
1980 was about 160 million pounds19 (live weight), which accounted for
approximately 5 percent of total world production at the time. By 2001, farmed
production had advanced to 2.8 billion live-weight pounds, or more than 35 percent
of total world warm-water shrimp output.

•

There was an 11 percent increase in world farmed shrimp production from 2000 to
2001, representing an additional 280 million pounds of shrimp (live weight) on the
world market.

•

From 1997 to 2001, import prices (in constant United States dollars) declined from
US$5.20 to US$4.25; shrimp imports into the United States increased by about 50
percent; and prices paid to domestic fishers declined from US$2.13 to US$1.73.

•

Analysis shows that the ex-vessel shrimp price should decline 84 cents per pound
for every hundred million pounds of shrimp imported into the United States.

•

Although farmed shrimp imports were responsible for much of the price decrease,
other factors could have contributed, including the varying conditions of national
economies, tariff structures and tolerance levels for banned chemical substances.
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Shrimp price declines, at least partially a result of the increased availability of low cost
farmed shrimp, were not confined to the United States. From the mid-1990s to 2005, a
major feature in the shrimp markets was that prices were generally falling. In Japan,
there has been a general downward trend in prices from the mid-1990s. In the EU,
combined penaeid import prices mostly declined from 2000 to 2005.
Since late 2005, the shrimp price situation has changed, with farmed shrimp once again
responsible to some degree. Lower than expected aquaculture production, especially in
Thailand, together with increased Asian domestic consumption, have been causing
shrimp prices to increase.
Globally, the effects of cheap farmed shrimp are felt in most shrimp fishing fleets,
especially those that target the major international markets. The resultant income
declines are a major component of the current worldwide shrimp fishing “profit
squeeze”. The typical current situation for shrimp vessels is rising costs (mainly fuel)
and falling revenue from shrimp sales (competition with lower-cost farmed shrimp being
a major component) in an environment where there is overcapacity.
Several measures are being discussed or implemented to mitigate the adverse
economic effects of shrimp farming on shrimp fishing. At the level of the individual
vessel, low shrimp prices (from whatever cause) reduce profitability and, consequently,
the means to increase revenue (e.g. higher catch rates) or lower expenses (e.g. fuel
efficiencies) are pursued. At the fleet level, capacity reduction is often attempted in
restricted access fisheries. At the national level, subsidies, trade promotion and trade
restrictions are used.
The boldest example of such a trade restriction was the initiative in the United States to
restrict the import of farmed shrimp, on the basis that it had been dumped on the
market (Chapter 5, section Important issues in the shrimp trade). In December 2003,
the Southern Shrimp Alliance, a lobbying organization formed by shrimp fishers and
processors in eight southern states, filed an anti-dumping petition with the United States
Department of Commerce against shrimp farms in Brazil, China, Ecuador, India,
Thailand and Viet Nam. In July 2004, the Department imposed duties varying up to 113
percent on farmed shrimp from these countries.
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Appendix 1.12. Economic Indicators for SGPF
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Appendix 1.13. Spencer Gulf Prawn Fishery Economic Model
The model is in a relatively basic form (early stage of development) but suitable for looking at
scenarios that involve variations to one or more of the following:
 Annual catch
 Prices
 Effort creep
 No. of boats leaving the fishery annually (assumed to be leaving via a buy-back funded by
the remaining boats)
Values for each of these variables can be entered in the first sheet of the model ‘Base
Assumptions’. Cells that can be changed are coloured green and all others are locked.
The model allows for three scenarios to be calculated at one time (S1, S2, S3).
The model generates outputs over a 10-year period so input assumptions are required over that
period as well.
 For the annual catch variable, the last 7 years is taken to be an average of catch in the
base year and first 3 years.
 For the price variable, the user inputs a value that will be used for each of the last 7 years.
 Similarly for the effort creep variable, the user inputs a value that will be used for each of
the last 7 years.
 For the number of boats leaving the fishery, the user can input the number of boats leaving
in each of the 10 years.
Also on the ‘Base Assumptions’ sheet the user can input:
 The start year for the analysis – currently set at 2012 which means the first year is the
2012/13 season.
 The number of boats in the fishery in the start year – currently set at 39
 The opportunity cost of capital – currently set at 5%. This value is used only in the
calculation of economic rent for the industry/fishery level analysis.
 The Licence value/GVP response – this determines how average licence values change
when the GVP per boat (gross income) changes. Currently set at 0.4 (or 40%) which
means if the GVP per boat increase by 10%, the estimated licence value will increase by
4%.
 Average cost of buyback debt – currently set at 8%. This is used to calculate interest
payments for the boats remaining in the fishery.
The only other places for user input are in the:
 ‘Boat Costs’ sheet, row 43 - Adjustment to Baseline Licence Value, currently set at 20%.
This variable allows the user to modify the baseline licence value (=$3.2m), which is likely
to be above the current market value. In the model the licence value will determine the
cost of the buy back and hence the level of interest payments.
 ‘Base Year Data’ sheet, cell AM3 – Skipper & Crew share, currently set at 35%.
Adjustments to this variable will directly affect the labour cost. This assumption applies to
all scenarios, i.e. can’t be varied between scenarios.
The boat level data are linked to the baseline data and can’t be edited at this stage. The data are
identical for scenarios 1, 2 and 3. The objective is to have the option of editing the boat level data
or having one of the boats as the fishery average and the others as high catch and low catch or
even the user specifying the costs, catch, CPUE, etc. for their own boat, so they could see the
implications for them and compare to the fishery average. However, it will take some further
development to build that functionality into the model.
The other sheets in the model are either outputs (results), data or calculation sheets, as follows:
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‘S1 Boat’, ‘S2 Boat’ and ‘S3 Boat’ – detailed results over 10 years for the average boat in
the fishery for each of the three scenarios
‘S1 Summary’, ‘S2 Summary’ and ‘S3 Summary’ – summary results over 10 years for the
average boat in the fishery and for the fishery as a whole for each of the three scenarios
‘S1 Licence & Debt’, ‘S2 Licence & Debt’ and ‘S3 Licence & Debt’ – summarise over 10
years the number of boats, GVP, level of debt, repayments, licence fees per boat, etc.
‘Mthly catch by grade’, ‘Mthly price by grade’ and ’Mthly GVP by grade’ – sheets
calculating catch, price & GVP according to base data and inputs in ‘Base Assumptions’
sheet.
‘3yr catch by grade by month’ and ‘20 yr catch & CPUE’ – baseline catch and CPUE data
from SARDI.

Please keep in mind that the model was developed to this point just to consider some scenarios at
the economic optimisation workshop (West Beach, 6-7 September 2012), so it is quite basic.
However, it could be extended to look at other structural change scenarios.

Notes prepared by:
Julian Morison
EconSearch Pty Ltd
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Appendix 1.14. SGPF Draft Outcomes for Workshop 3
Economic Optimisation Workshop preliminary draft outcomes
Provided a summary of the fisheries economic statistics.
Agreed the costs of running the prawn boats business are increasing.
There is a large difference between business value of license and owners expected value.
Agreed that the bottom line is getting smaller; payment of crew is a large issue, costs of operating
continually creep up.
Need to include forward projections of fuel, Australian dollar, labour and other data that effect
operational costs or prices.
Agreed that the major external factors are:
Rate influence
Note
Prices
Low influence.
High investment of marketing costs
with no guarantee for a return.
Australian Dollar
No influence
Market forces, predicted that parity
in the norm for the medium term.
Imports
Very low likelihood of impacting Difficult to influence Cwth trade
on any direct changes o imports,
policy to introduce “tariffs”. Not
influence production levels.
Employment competition
No influence.
Mining will continue to offer high
wages.
Operational costs:
No influence individual business.
Ability to reduce costs on a fleet
Labour/Fuel/insurance
wide basis through a reduction in
the number of operational vessels.
Note that land base businesses are driven to rationalise through high unserviceable debt. – Noted
that this is not the current situation for the prawn fishery.
Harvest Strategy
There was discussion around the fact that there is possibly some ‘fat’ in the harvest strategy and
there is potential to push the effort up slightly. It was noted that the fishery had become relatively
stable, however to increase effort will increase risks of reduced stock stability, hence business
certainty.
ACTION: Investigate the option of pushing up effort in the Nov/Dec harvest strategy to test the
current strategies.
Management plan is under review.
ACTION: Management Committee to follow up a review data to push boundary of current fishing
volumes. Evaluate the harvest strategy to determine if the current strategies are not being too
conservative.
Short discussion with regard to improved efficiency of gear. Quad rigs are considered to improve
fuel use and maintain catches, generating a small saving to the fishery.
ACTION: Literature review of net configuration efficiencies. It is recommended that the
Management Committee to investigate gear trials.
ACTION: It was recommended that marketing and promotion is should be treated as a work in
progress.
Target for establishing sustainable catches
Management Plan should potentially change focus to economic + biological to move towards
sustainable profitability, maintaining underlying stock sustainability.
ACTION: It was recommended that the Association improve the understanding and application of
Mey.
Indicators
Life style was considered an important aspect in remaining and operating in the fishery. Are there
Life style indicators?
Action: Remove GVP as an economic indicator. Use “Whole of fishery profit” ( aka economic rent)
as an indicator (what value or change to provide trigger??)
Restructure through buy backs
Lengthy discussion on Buy-backs – presentation of model. A large challenge is to manage licence
value through buy back.
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Discussion resulted in more questions. What is license’s value? What is economic affordability?
What are the new efficiencies?
Two groups reviewed options discussed.
Group 1 review of tradable management options:
Characteristics
Nights
Gear Units
Gear x Time
ITQs
Equitable
2.5
3
3
3
Flexible / Adjustable
3
2
3
3
Responsiveness
3
2
2.5
2
Transferable
3
3
3
3
Economically efficient
2
2
2
3
Simplicity / Cost effective
3
2
1.5
1
Legally defensible
3
3
3
3
Allocation complexity
3
3
3
2
22.5
20
21
20
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Additional comments
Night Units

Gear Units

Gear by Time units

Management
Implication

Can vary value of a night on
temporal / seasonal
considerations. Low cost
administratively simple.

Low cost administratively
simple once you define the
nature of the unit (head rope
length).

Can be complex compared to
other systems. Need to define
the nature of the units. How to
monitor against target limits for
nightly catches twin v triple?

Benefits /
Negatives

Can create need to fish sub
optimally to meet available
nights. Fleet has a level
playing field on fishing nights
now – is a night equal across
the season? Can be adjusted.

Can add costs for
implementation, management
and monitoring.

Operational
costs

Initial set up of system for
monitoring (a register). Low
cost options compared to ITQ.
Need to maintain current
systems and costs

Can be adjusted up or down to
suit sustainability. Can be
costly for monitoring, Can
lead to greater efficiency and
limited effort creep in NPF.
Higher level of compliance
monitoring required.
Initial set up of system for
monitoring (a register). Low
cost options compared to ITQ.

Economic return

To be developed

To be developed.

To be developed.

Initial set up of system for
monitoring (a register). Low
cost options compared to ITQ,
but more costly to evaluate all
input values.

The group reflected that the scoring did not reflect the “gut feeling” of the groups as to the preferred option.
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Individual Transferable
Quotas
What process / values would
be used to allocate- catch,
entitlement, effort?
Management systems – TACC
setting, reporting, quota,
integrity.
Could create allocation based
on temporal values x Real
Time Management information.
Is high grading an issue –
manage size by other gear or
technologies?
Initial set up and ongoing costs
are high compared to other
systems – research, modelling,
reporting, monitoring,
compliance. How to ensure
integrity of systems?
To be developed.

Group 2 Feedback on evaluation of options:
Equitable/
Flexible/
Responsive
secure
Adjustable
investment


Quota


Flexible
if

Pre and post
 More
market
Christmas
permanent
available.
quotas
 Banks favour
 Set Annually
 Good access
right
 Poor harvest
right

Tradable
rights –
Gear unit/
Nights/
Unit x time


Gear: Catch
variation
according to
headline length
is not linear.
Nights:
Potentially not
even value.


Gear: Market
availability ok.
Nights: High risk
give there is not
a strong market
seen.


Pre and post
Christmas

Transferable

Economic
Efficiencies

Simple & cost
effective

Legally
defensible

Allocation
complexity


 Market trading,
driven by
relationship
between
partners
 Knowledge of
availability.


 Remove
inputs
 Depends on
level of
trading.

 Simple to set
up
 Science?
 Compliance is
the biggest
issue, high
grading.
 Grades/size
structure.
 Variability of
change –
gear
selectivity.



High degree of
difficulty.


Gear: 

 Temporal
variability.
 Effort creep
risks with
inputs controls
remaining.
 Less so than
catch quota.
 Need to
maintain input
control.

 Nights and
gear are
relatively
simple.
 Gear by time
units could be
relatively
complex.



Less complex
than quota.

Nights: Not all
equal
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Ranking for group 2:
1. Tradable gear units,
2. Quota (TAC),
3. Tradable nights/effort units.
Additional discussion points
Quota:
1. Higher research and compliance costs, high grading, psychological aspects of deck
cameras, loss of flexible access and reward for good fishing.
2. Look at alternative markets (live export etc).
3. Landing quota – simple given few points. Handling.
Gear:
1. Changes are expensive, complex formula to set up gear unit over time, maintain real
time management implicit in thinking.
2. Headline length as a unit.
3. Require capping, increase costs over time.
4. Mid season- mid run difficult to change.
5. Trigger to close fishery could related to kg/headline length.
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Risks and information gaps
The following table summarises the risks and information gaps relating to the alternative
management options discussed.
Risks
Who
TimeInformation GAP
line
Quota (kg)
Costs

PIRSA Manager

High grading/
discarding

Research Subcommittee

Oct 13

Allocation

S. Sen

Nov 12

Cost/security
1
of finance

A. Jarrett
/G. Palmer

Nov 12

Identify compliance (on shore/at sea) (PIRSA), research
costs (SARDI), administration costs (PIRSA)
Camera on vessels?
Audit gear structure – trigger investigation.
Selective gear reduced small catch.
Electronic reporting system vs prior reporting. Electronic
logs.
Advice on allocation methods. Cost to be determined.
Explain different methods. A summary of case law trends.
Table of past fisheries experiences.
Is quota preferred than other units by banks for security?
Considered it is more driven by fishery profitability. How
would bank view security of alternative property rights?
Based on profitability – understanding of banks. Asset
backing influence.

Tradable rights – Gear/Nights/Effort unit
Cost

PIRSA Manager

Establishment
cost

Research Subcommittee

Effort creep

Executive Office

Identify compliance (on shore/at sea) (PIRSA), research
costs (SARDI), administration costs (PIRSA)
Gear trials and research establishment and research
design. Convert to new gear and trigger limit,
universalising trigger limit. (Consult Jack Davis on quad
gear).
Controls and management, modelling acceptable change.
Dave Stirling fishing power model (with CSIRO).
Developing the gear unit.

Unit
SARDI/PIRSA
Nights/effort unit additional
Effort creep
SARDI
Nights
Value and
SARDI
tradability of
nights

Understanding temporal variation – run in bio model.
Going to be looked through model.
Concern raised that the most efficient nights already
fished, which will reduce tradability or value of nights if
traded, greatly reducing the effectiveness of this tool to
improve economic profitability.
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Management Options
Recommendation: Investigate 4 options: Quote, Gear, Nights, Effort Units. Report covers
off on all options, majority of investment should be guided into gear and
quota.
Recommendation: The EOSC does not support the compulsorily implementation of
amalgamations or compulsory buy backs that forces people out of the
industry.
Recommendation: It was agreed that the corporate/self-governance model is economically
the most profitable option, however this option is not achievable in the
next two years given the fisheries culture. Consider incorporating into
strategic plan.
Action:
Report to members after December 2012 fishing and ongoing through
process. Data report October 2013. Final Report 2014 to PIRSA.
Restructure
The option of an immediate restructure was discussed. It was highlighted that the only
funding option available would be through the members investing into the buy back. Given
current different gap expected license value by owners, against investment value for buyers, it
is unlikely that there will be strong support for the buy back.
Resolution:
It was considered that a buy back would need to be self-funded.
Recommendation: It was recommended that the members were approached to ascertain
their interest in entering debt and request tenders for the sale of their
licenses.
Resolution:
Amalgamations were considered highly unlikely to be achieved in the
short and medium term, given the fact that it would require the
formation of partnerships which do not currently naturally exist.
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Appendix 1.15. Agenda Industry Workshop 11 June 2014
Spencer Gulf and West Coat Prawn Fishermen’ Association
ECONOMIC OPTIMISATION PROGRAM:

OBJECTIVE:

Does the fishery’s management require a
change, and if so what type of change?

Consider the development of changes to the fishery’s management to
allow for greater flexibility, profitability and sustainability.

Key questions:

Do current management arrangements allow the fishery and individual businesses to
adjust so as to continue to produce a profit as economic and biological changes
occur?

If not, does the fishery require management change & why?

What is/are the preferred management change(s) and their costs and benefits?

Will these changes make the fishery resilient to factors outside of the fishery’s
control?

Where should responsibility lie for driving any changes in the fishery?
Workshop outline
Welcome by the Chair.
Exec/O provide a brief overview of process to date.
Session I: Is there currently a problem or given economic conditions change will there be a
problem?
Purpose:
To evaluate if there is agreement for change now or in the future.
a. International prawn trends – what do you see in the future?
b. Domestic/ Spencer Gulf prawn trends – what is happening now?
c. Costs of fishing – what is happening to the gap between income and expenditure?
Members should consider the future of the prawn industry from a broad international
perspective, such as demand patterns through to trends in factors that effect profitability such
as fuel prices and the value of the Australian dollar.
Session II: How do we make a change?
Purpose:
To establish a structured and agreed process on how and when any
changes may be made, i.e. a process of decision making to achieve change
including ground rules and triggers, additional to those already in the
constitution.
To discuss the drivers that may influence when a change will be required: i.e. develop
triggers, in addition to who should drive any changes and how the members make the
decision.
Session III: The preferred alternative management option for the future.
Purpose:
To generate consensus on the preferred future management model.
Exec/O will provide a presentation on the options suggested.
Members to work on the alternative options – pros/cons and solutions.
Session IV: Finalise future options and where to from here.
Purpose:
Identify any gaps in information and members vote on their preferred
options.
The outcome from session IV will ideally be that there is one option from which a strategy can
be developed.
Spencer Gulf and West Coast Prawn Fishermen’s Association
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General Meeting
10:00 – 15:00 11 June 2014

Port Lincoln Hotel, 1 Lincoln Hwy, Port Lincoln

Agenda
Consider the development of changes to the fishery’s management to allow for greater
flexibility, profitability and sustainability.

Arrive (tea and coffee.)

9:45 - 10:00

1. Welcome and Introductions

Chair

10:00 – 10:10

2. Purpose and back ground

Executive Officer

10:10 – 10:30

3. Workshop

Ian Cartwright

10:30 – 12:30

Lunch

12:30 - 13:15

4. Workshop

Ian Cartwright

13:15 – 14:30

5. Other business

Chair

14:30 – 15:00
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Appendix 1.16. East Coast Trawl Fishery Agenda Northern
Workshops
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Appendix 1.17. East Coast Trawl Fishery Agenda Southern
Workshops
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Appendix 1.18. East Coast Trawl Fishery Workshop 1
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Appendix 1.19. East Coast Trawl Fishery Workshop 2
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Appendix 1.20. East Coast Trawl Fishery Workshop,
Economic Performance
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62

63

64

65

66
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Appendix 1.21. East Coast Trawl Fishery Workshop,
Economic analysis
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69

70

71

72

73

Appendix 1.22. East Coast Trawl Fishery Workshop,
Experiences in the Northern Prawn Fishery
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Appendix 1.23. Spencer Gulf Prawn Fishery
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Appendix 1.24. East Coast Trawl Fishery Workshop,
Outcomes
Discussion summary: Hervey Bay (Jebreen)
Drivers
• Stock sustainability;
•

Economics/ profitability: inability to adapt to changing trends/ market trend/ regulatory
imposts/ increasing operational costs

Challenges
• Individual profitability Vs fleet profitability
•

Lack of understanding/acceptance of stock assessment

•

Business structures – family/corporate/ succession planning

•

Numbers of boats – more difficult for single boat owners

•

Age of operators – ability to change careers

•

Leadership (or lack there-of) to drive change

Are there any problems? If so, what are they?
• Lack of Profitability
•

Over-allocation of effort (latent/unused + operational)

•

Industry Voice

•

Efficiency/costs

•

Investment in the industry (vessels, people,

•

Marketing/prices

•

Structure of the fishery

Considerations
• Need for/ Mechanisms for adjustment:
–

Compulsory reductions: effective at achieving hard targets/
discriminatory/ controversial – will result in immediate benefits

–

Buy backs: Government/Industry funded

non-

•

Voluntary – less controversial, slow, ineffective subject to $$$

•

Compulsory component – effective at achieving hard targets/ nondiscriminatory/ controversial but immediate benefits

•

Limited (if any) government funding

•

Difficult to get industry agreement to funding – needs to include hard
targets to achieve profitability for those remaining – low interest rates
offer opportunities

81

Over-allocation of effort/licences (latent/unused + operational)
• Agreed that there is excessive effort/licences in the fishery (majority suggest it is the
priority)
•

The first issue that needs to be addressed

•

Separate latent/unused effort and operational effort

•

Whatever approach, make sure that there is a reduction in the number of participants

•

Too many boats at the fleet level (EJ)

•

No management controls at the stock level (EJ)

•

Need to keep enough capacity for potential increases (EJ)

•

How to fix it?
–

Combination of industry/government strategy/contribution (agreed)

–

Industry need a co-ordinated approach to government (happened?)

–

Dave Sterling – tender process

–

Example only- 20% voluntary 40% government purchase

–

Still need to make sure you remove licences.

–

EJ – might be more costly to voluntarily forgo effort, cheaper to buy it up front
on tender (government financed)

–

Other investors

Industry Voice- a co-ordinated industry
• Need leadership and organisation
•

Difficult to be an active fisher as well as attending meetings/ think of issues

•

Already discussed the establishment of a peak body, fully cost recovered and based
on GVP across all fisheries (Steve)

•

A lot of industry that don’t want to remain in the fishery still have a big say

•

Add the costs to licence fees (EJ unsure, but convince the Minister it’s a good idea
and your nearly there)

•

Very diverse ideas on what individuals need/want from or for the fishery

•

Need a clearer policy direction for the objectives of the fishery, with reference points
etc

Efficiency/costs
• Need to be profitable to keep crews
•

Fishing smarter, greater co-management, after effort has been removed.

•

EJ- ideally after sustainability issues are removed, can reduce operational limitations
ie gear restrictions
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•

Difficult without output controls

•

Need smarter approaches to fish for scallops, structured rotational harvests

Marketing/prices
• Import competition (tough to fix)
•

Product differentiation

•

Dollar influences import price/competitiveness

•

Collaboration/co-ordination between fishers/industries.

•

Differentiation by species (ie kings)?

•

Timing and volume of catches on the market influence domestic price

•

Lack of vertical integration

•

Issues with storage, cash flow, etc

•

Challenges are there in the post-harvest sector as well

Structure of the fishery
• This is something that can occur more effectively down the track once effort is
removed
•

Is the current arrangements appropriate?

•

Better to break it down to component fisheries?

•

Example scallops.

•

Dave Sterling – need to have a better understanding of when and where to fish EKP

•

Most people like the flexibility to be able to change between species

•

EJ- Can still be one fishery, but managed as discrete stocks eg real time
management measures of commercial catch rate

Investment in the capacity of the fishery (capitol and people)
• Hard to stay ahead of the game without profitability
•

As an example, one company chose to strategically invest in capitol, people up front

•

Or, after rationalisation there needs to be investment back into the fishery up front to
get it kick started again

Ensure you are geared up to handle the extra piece of the pie.
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Appendix 1.25. East Coast Trawl Fishery Workshop,
Outcomes 3: Synthesis of regional meetings
Background
The East Coast Otter Trawl Fishery (ECOTF) is a multi-species fishery that operates
throughout the waters of Queensland from Cape York to the Queensland/New South Wales
border. The fishery has approximately 422 licenses of which 350 are active vessels fishing a
total of 37,000 nights per year landing approximately 8,000 t of seafood, directly employing
more than 1500 people and has a Gross Value Production of approximately $100M per
annum. The main target species have all been recently assessed as sustainably fished with
effort at or below MSY levels.

Over the past 20 years the trawl industry has reduced effort, increased efficiency and adopted
better fishing practices such as turtle excluder and by-catch reduction devices. These
changes have significantly reduced ecological risks presented by the fishery. Some
challenges remain for the fishery such as excess fishing capacity, a few high ecological risks
for some species and habitats, and low profitability. These remaining problems put pressure
on fishing businesses and regional communities.

The fishery experienced a period of improved profitability between 2000 and 2004 following a
previous structural adjustment and the introduction of the Trawl Management Plan. Short
periods of profitability are commonly experienced after structural adjustments where
remaining fishers enjoy reduced competition and a larger share of fishery resources. Post
structural adjustment improvements in profitability are rarely maintained in the long term, and
this is especially true for fisheries with inadequate management rules to constrain catch
(output) or effort (input) to profitable levels. A high Australian dollar combined with increasing
input costs, such as fuel, has reduced the profitability and competitiveness of the Queensland
East Coast Otter Trawl Fishery.
Recently the opportunity has been taken to review the fishery’s management framework and
address specific issues that have been identified by industry since the development of the
management plan. These issues include:
1. Excess of effort units in the Fishery;
2. Constraints on technical efficiency;
3. The appropriateness of current bycatch mitigation requirements;
4. Spatial management arrangement not covering all relevant areas;
5. Improving the effectiveness of the current seasonal closures;
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6. Ensuring the greatest benefit is derived from the scallop replenishment areas;
7. The appropriateness of the current fishing gear restrictions; and
8. Regulatory driven discarding of certain species.

Through the review process stakeholder advisory groups have identified a need for a
reduction in real effort in the fishery to reduce competition between fishers. This would lead to
improved average catch rates, increased fishing opportunities throughout the fleet, reduced
risk to the marine environment through lower bycatch volume and reduced habitat
interactions, and would allow for increases in fishing efficiency through regulatory reform. The
advisory groups have also identified the need for an adaptive co-management strategy to
establish stock specific management controls, to ensure prawns and scallops taken by the
fishery are of a valuable size and stocks are not fished below ecologically sustainable levels.
This strategy would serve to reduce operating costs, increasing operator flexibility and
industry resilience to changing social, economic and environmental pressures on the fishery.
As with any change there is a range of challenges that are faced. These challenges include a
diversity of operations and business structures, lack of understanding or acceptance of stock
assessment processes and a lack of leadership willing to drive change in the industry.
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Stakeholder Meetings
A series of regional stakeholder workshops were scheduled as part of the CRC project
looking to identify opportunities for improving the economic performance of the East Coast
Otter Trawl Fishery.

The project was looking to measure and compare the economic performance of selected
prawn fisheries (Spencer Gulf, Gulf St Vincent and ECOTF) as well as rock lobster and
abalone fisheries. The aim was to assess the effectiveness of factors that enable wealth
creation within the specific fisheries using wealth-based fishery performance indicators. Key
speakers from the Spencer Gulf and Northern Prawn Fishery provided attendees with some
unique perspectives on common problems faced by all fisheries at some time or another and
innovative solutions that have delivered economic improvements in these particular fisheries.

Through identifying innovative operational procedures, business structures and management
systems in other fisheries potential options were discussed to improve the economic
performance of the ECOTF. At the workshops stakeholders were asked to consider the ideas
and experiences presented and discuss these in the context of the issues facing the East
Coast Otter Trawl Fishery identifying the benefits, problems, adaptability of the fleet to change
and the economic impacts relevant to the fishery.

The meetings were held in Cairns, Townsville, Hervey Bay and Mooloolaba. A total of ~30
industry participants attended across the four meetings with a range of interests represented
including fishers, fleet managers, business owners, processors and marketers. Participants
engaged in the meetings whole heartedly and provided valuable input into discussions about
options to address key issues facing the fishery.

Key Issues Identified
•

Over-allocation of effort (unused + active)

•

Lack of Profitability

•

Efficiency constraints

•

Structure of the fishery

•

Industry Voice

•

Investment in the industry (vessels and people)

•

Marketing/prices

Meeting Discussion
Overcapacity
Participants agreed that there is excessive effort/licences in the fishery with the majority
suggesting it is the priority issue to be addressed.
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Surplus effort stymies any attempts to increase profitability because as profit improves, effort
increases and this drives down the profit again.
There is a need to separate latent/unused effort and operational effort in any approach to
effort reduction.
Whatever approach, make sure that there is a reduction in the number of participants/boats.
Too many boats at the fleet level dilute profits.
Need to keep enough capacity for potential increases in effort or efficiency.
Participants discussed the potential for a staged effort unit reduction but the situation requires
that efficiency is improved now, not in a piecemeal process over time.
How to fix it?
–

Combination of industry/government strategy/contribution

–

Industry need a co-ordinated approach to government

–

tender process

–

Still need to make sure you remove licences.

–

might be more costly to voluntarily forego effort, cheaper to buy it up front on
tender (government financed)

–

Other investors

Economics/Profitability
The size of the slice of the pie is critical despite the size of the pie going up and down.
Its not good enough to “just” be biologically sustainable, the fishery needs to be financially
viable enough to self fund the required regulatory reform.
Economic survey data required every 3-4 yrs to inform management framework.
The aim should be to get a return on investment to counter opportunity costs.
Operation needs to be profitable to keep crews.

Fishing efficiency
Fishers find it hard to stay ahead of the game without profitability in the industry.
Fishing smarter, greater co-management, after effort has been removed is required.
Ideally after sustainability issues are removed the government can reduce operational
limitations ie gear restrictions.
After rationalisation of the effort/fleet there needs to be investment back into the fishery up
front to get it kick started again.
Individuals need to ensure they are geared up to handle the extra piece of the pie.
Efficiency increases are difficult to manage without output controls.
Need smarter approaches to fish for scallops, structured rotational harvests.

Regulatory reform
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This is something that can occur more effectively down the track once effort is removed.
Need a clearer policy direction for the objectives of the fishery, with reference points.
No current management controls at the stock level.
Are the current arrangements appropriate?
Better to break it down to component fisheries?
Most people like the flexibility to be able to change between species.
Can still be one fishery, but managed as discrete stocks eg real time management measures
of commercial catch rate.

Stakeholder Engagement
The fishing industry needs leadership and organisation.
Industry need to develop answers to the issues through a key industry leadership group.
It is difficult to be an active fisher as well as attend meetings/ think of issues
The world is run by those that attend.
Industry needs to value representation.
Discussed the establishment of a peak body, fully cost recovered and based on GVP across
all fisheries and add the costs to licence fees
A lot of industry that don’t want to remain in the fishery still have a big say
Very diverse ideas on what individuals need/want from or for the fishery

Markets/Pricing
Import competition impacts prices (tough to fix)
Product differentiation needs to be developed
Industry heavily controlled by markets, dollar influences import price/competitiveness.
More collaboration/co-ordination between fishers/industries.
Differentiation of product by species (ie kings)?
Timing and volume of catches on the market influence domestic price, this needs to be better
managed to optimise prices.
Lack of vertical integration
Issues with storage, cash flow, etc
Challenges are there in the post-harvest sector as well
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