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4.8.3 Profitability

Selected measures of profitability for the sardine fishery are summarised in Figure 8 for the years
2001-02 to 2010-11. Changes in each of the profitability measures for the fishery were closely
related to average income earned. Profitability followed an increasing trend between 2001-02 and
2004-05 before declining significantly in 2005-06 as a result of the reduction in TACC.
Productivity improved slightly between 2005-06 and 2010-11. The average gross income per
surveyed licence in the fishery was approximately $1.2 million in 2010-11, down 16 per cent from
2009-10 ($1.4 million) (Figure 8).

Figure 8: Average income and profit per boat in the sardine fishery, 2001-02 to 2010-11 2
a Estimates of income and profitability measures are expressed in nominal terms. Source: Econsearch 2012.

Gross operating surplus of all licences in 2010-11 was approximately $362,000, 27 per cent lower
than in 2009-10 ($495,000). Gross operating surplus and boat business profit give an indication
of the capacity of the operator to remain in the fishery in the short to medium term. In 2010-11,
the average boat business profit was almost $180,000, representing a significant decline on the
previous year ($323,000).

Profit at full equity is a useful absolute measure of the economic performance of fishing firms.In
2010-11 (approximately $251,000 per licence) was significantly less than the estimate for the
previous year (around $393,000).

484 Economic rent

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 into the good, including the
opportunity cost of capital. In this case, the natural resource is the sardine fishery and the good
produced is the landed fish.

All'long-term costs of operating a fishing business need to be covered if the licence holder is to
remain in the fishery. These long-term costs include direct operating costs such as fuel, labour
(including the opportunity cost of a self-employed fisher's own labour), overheads (administration
and licences), and the cost of capital invested in the boat and gear (excluding licence).
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The economic rent generated in the sardine fishery was estimated to be approximately -$988,000
in 2010-11 (Table 3). Such an annual economic rent represents a return of -1.9 per cent of the
capital value of the fishery.

Less Opportunity

(@10%)
2001/02 8,516 3,029 2,263 1,101 1,046 1,078
2002/03 22,025 7,754 3,439 2,629 2,497 5,706
2003/04 22,549 7,939 3,763 2,192 2,082 6,574
2004/05 28,476 10,026 4,620 1,961 1,863 10,006
2005/06 16,031 6,650 6,554 2,709 3,656 -3,538
2006/07 18,517 7,610 6,514 2,979 3,889 -2,475
2007/08 16,331 6,729 6,488 3,060 3,995 -3,941
2008/09 17,546 5,849 6,045 2,230 4,329 -907
2009/10 23,041 7,616 6,785 2,395 4,648 1,598
2010/11 19,268 6,627 6,072 2,570 4,988 -988

Table 3: Economic rent in the sardine fishery, 2001-02 to 2010-11 ($°000). Source: Econsearch 2012.

Economic rent expressed as a percentage of GVP is a useful indicator for analysing a fishery
over time and for comparing different fisheries. This indicator shows an increase between
2001-02 and 2004-05 before a sharp decline in 2005-06, then a significant improvement in 2008-
09 and 2009-10 before another decline in 2010-11 (Figure 9).
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Figure 9: Economic rent as a proportion of GVP in the sardine fishery, 2001-02 to 2010-11.
Source: Econsearch 2012.
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Figure 10: Return on investment in the sardine fishery, 2001-02 to 2010-11. Source: Econsearch 2012

When economic rent is generated in a fishery and there are transferable licences, the rent
represents a return to the value of the licences. Between 2001-02 and 2004-05 the estimated rate
of return on investment increased from 5 per cent to almost 10 per cent. The estimated return on
investment fell significantly in 2005-06 but has improved in subsequent years as a result of a
slight increase in profitability of the fishery. The estimated average licence value over the period
1997-98 to 2010-11 was also closely linked to changes in the profitability of the fishery (Figure
10).

4.8.5 Contribution to the South Australian economy

In 2010-11 the sardine fishery was responsible for the direct employment of around 48 full-time
equivalents (FTEs) and downstream activities (i.e., processing,transport, retail/food services and
capital expenditure), and created employment of 23 FTE jobs statewide (Table 4). Flow-on
business activity was estimated to generate a further 106 FTE jobs statewide. These jobs were
concentrated in the trade (32), manufacturing (19), business services (12) and transport (5)
sectors.

The total employment impact in South Australia was estimated to be 178 FTE jobs (including 108
FTE jobs in the Eyre/Western? region).

2 The Eyre and Western region is consistent with the South Australian Government region, as defined by the Department of
Planning and Local Government.
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Sector Output Employment @ Household Income | Contribution to GSP
($m) %]| (fte jobs) % ($m) % ($m) %
Direct effects
Fishing 19.3 41.2% 48 26.9% 58  43.9% 13.8 51.0%
Processing 1.9 4.0% 6 3.6% 0.4 3.2% 0.6 2.2%
Transport 0.0 0.0% 0 0.0% 0.0 0.0% 0.0 0.0%
Retail 1.1 2.4% 12 6.6% 0.4 3.1% 0.6 2.1%
Food senices 0.0 0.0% 0 0.0% 0.0 0.0% 0.0 0.0%
Capital expenditure ° 0.8 1.8% 6 3.2% 0.2 1.8% 0.3 1.3%
Total Direct © 23.1 47.7% 71 37.0% 6.9 50.1% 15.3 55.3%
Flow-on effects
Trade 3.9 8.4% 32 17.9% 1.3 9.8% 1.9 6.9%
Manufacturing 5.6 12.1% 19 10.7% 1.3 9.5% 1.8 6.7%
Business Senices 2.8 6.0% 12 6.6% 1.0 7.3% 1.3 4.9%
Transport 1.4 3.0% 5 2.8% 0.3 2.5% 0.6 2.2%
Other Sectors 9.9 21.1% 39 21.8% 25  18.9% 6.2 22.7%
Total Flow-on °© 23.6 50.6% 106 59.8% 6.4  48.1% 11.8 43.4%
Total © 46.7 100.0%| 178 100.0% 13.3  100.0% 271 100.0%)
Total/Direct 2.0 - 2.5 - 1.9 - 1.8 -
Total/Tonne $1,600 - 0.01 - $400 - $973 -

Table 4: The economic impact of the sardine fishery in South Australia, 2010-11.Source: Econsearch 2012.

aFull-time equivalent (FTE) jobs. Direct employment in the fishing sector comprised 13 full-time jobs and 67 part-time
jobs, which was estimated to equate to 48 FTE jobs.
bCapital expenditure includes fishing-related expenditure (boats, fishing gear and equipment, sheds and buildings,
motor vehicles and other equipment) and processing relating expenditure (sheds, buildings and freezers).
cTotals may not sum due to rounding.

Contribution to gross state product or gross regional product is measured as value of output less
the cost of goods and services (including imports) used in producing the output. In 2010-11, total
sardine fishery related contribution to gross state product in South Australia was $27.1 million
(including $20.1 million in the Eyre/Western region), $13.8 million generated by fishing directly,
$1.5 million generated by downstream activities, and $11.8 million generated in other sectors of
the State’s economy.

There has been an increase in the total employment impact of the sardine fishery on the South
Australian economy between 2001-02 and 2010-11 (Figure 11). This increase can be primarily
attributed to an increase in indirect employment.
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Figure 11: Total employment and household income impact of the sardine fishery on the South Australian
economy, 2001-02 to 2010-11.Source:Econsearch 2012.

4.9 Social characteristics

The sardine fishery is a relatively new fishery that has developed through demand for sardines to
be used as feed in the Southern Bluefin Tuna farms. The fishery has historically been based in
Port Lincoln and provides employment and flow-on benefits to this region.

The fishery is extremely visible, using up to 10 vessels of varying sizes based in the line of sight
of the main town and accessible to the general public. This provides Port Lincoln with the
ambience of a fishing town — a tourist attraction for recreational fishers and tourists alike.

This fishery is regarded as lifestyle ‘friendly’ compared to a range of other fisheries, with trips
normally undertaken overnight and fewer sea-nights undertaken each year compared to most
fisheries in the region. This means the lifestyle usually has less impact on family relationships.
Fishing generally does not occur in rough or windy weather, while most other fisheries would
regularly work in this weather. Also the fishery is less physically demanding than other fisheries,
not requiring the manual handling of fish when loading and unloading.

The fishery is likely not to suffer from a lack of qualified workers due to sardine fishery work being
sought after amongst other fishers who work out of Port Lincoln; although there are some early
signs of a general trade skills shortage due to the attractive salaries offered by the mining sector.
However, the supply of qualified workers to industries such as commercial fishing may increase if
the scaling back of mining operations continues.

Expansion of the fishery outside of the historical effort areas may result in fishers taking longer
trips away and possibly higher fuel costs, which would detract from wages. This could alter the
perception of the sardine industry to workers in the future.
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4.9.1 Expansion of the fishery

In 2010 spatial management arrangements were introduced in the fishery to encourage fishing in
non-traditional fishing grounds, including in the far west region of the fishery. The development of
the non-traditional fishing ground was undertaken in conjunction with the Fisheries Research and
Development Corporation Project 2009/021 to examine movement patterns of sardines in
southern Australia.

The management arrangements that allowed for the development of the non-traditional fishing
zone and exploratory fishing quota have been amended under this management plan. The
Harvest Strategy in Section 9 describes the new management arrangements.
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5 ECOLOGICALLY SUSTAINABLE
DEVELOPMENT ASSESSMENT

The Act requires that ecological impacts be identified and assessed as the first step in developing
a management plan. A goal of this plan is the management of the sardine fishery resources as a
part of the broader ecosystem, using an ecosystem-based fisheries management (EBFM)
approach. The Act specifically requires that the following impacts are identified:

e Current known impacts of the fishery on the ecosystem.
o Potential impacts of the fishery on the ecosystem.
e Ecological factors that could have an impact on the performance of the fishery.

These impacts must be assessed to determine the most serious risks, and strategies for
addressing them must be developed.

The ecological impacts associated with the fishery have been identified and assessed through the
process of conducting an ecologically sustainable development (ESD) risk assessment for the
sardine fishery,using the National Ecologically Sustainable Development Reporting Framework
for Australian Fisheries (Fletcher et al. 2002) to guide the assessment.

In accordance with the ESD object in the Act, this approach is aimed at assisting PIRSA to
identify and prioritise all of the important ecological, social and economic factors that affect the
management of the fishery. Risks and important issues in the fishery were identified in
consultation with stakeholders and prioritised using risk ratings from ‘negligible’ to ‘high’. Risks
identified as ‘medium’ or ‘high’ are summarised in Table 5, which also includes references to
specific management objectives and strategies that have been developed to address these risks.
A more detailed description of the management goals, objectives and strategies is provided in
Section 6 and Table 6.

An overview of the ESD risk assessment for the sardine fishery is provided in Section 19.1. For
more detailed information about the fishery and the outcomes of the ESD risk assessment, refer
to the Ecologically Sustainable Development Risk Assessment for the Commercial Sardine
Fishery (PIRSA in prep.).
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6 GOALS AND OBJECTIVES

Section 7 of the Act states that the objectives of the Act are to protect, manage, use and develop
the aquatic resources of the State in a manner that is consistent with ESD. The Act also requires
that management plans must be consistent with the Act's objects.

The Act identifies a number of biological, social and economic factors that must be balanced in
pursuing ESD; however, the principle of avoiding over-exploitation of resources and ensuring that
those resources are not endangered is specified as the primary consideration.

The four key goals for the sardine fishery are set out below and are linked to the operational
objectives for the fishery. Pls and reference points for each objective are provided to allow for
assessment of the management plan in meeting the identified goals.

Goal 1: Maintain harvest of sardines at ecologically sustainable levels

This goal relates to the sustainability of the target stock. The operational objective of this
management plan in relation to sustainability is:

e That South Australian sardine stocks are maintained at a sustainable stock status.

This objective aims to ensure that sardine resources are harvested within sustainable limits as
defined by the target reference point included in the Harvest Strategy at Section 9.

The main strategies for ensuring the sustainability of the resource include spatially discrete
TACCs, limited entry, gear restrictions, and the Harvest Strategy for the fishery.

Goal 2: Optimum utilisation and equitable distribution

This goal relates to the economic and social benefits derived from the fishery. Optimising the use
of the fishery focuses on allowing for economic efficiency of the fishing operations. The objective
of this management plan in relation to optimum utilisation is:

e An economically efficient fleet without compromising sustainability objectives.

The strategies to achieve this goal are focused on a Harvest Strategy that allows for flexible
fishing operations within sustainable limits.

With regard to equitable distribution, this fishery is exclusively a commercial fishery by virtue of
the limiting management arrangements. The objectives in this plan ensure access of the resource
is in line with requirements under the Act. The operational objective related to resource access is:

e To provide access to the resource as per the PIRSA Allocation Policy: Allocation of
Access to Fisheries Resources Between Fishing Sectors (PIRSA 2011) (hereafter
referred to as the Allocation Policy).

30



Goal 3: Protect and conserve aquatic resources, habitats and ecosystems
This goal relates to the management of the fishery using an EBFM approach.
To achieve this goal, this management plan’s objectives are that:
e Fishery impacts on by-catch and by-product species are sustainable.
e Fishery impacts on TEPSs are sustainable.
e Fishery impacts on benthic habitat and associated species communities are sustainable.

Management strategies to achieve this goal include controls on fishing effort, closed areas, and
promoting activities that reduce impacts of fishing activity.

Goal 4: Cost effective and consultative co-management of the fishery

The overall objectives of this goal are to ensure that stakeholders and government fisheries
administration have involvement and share responsibility through consultative and, where
possible, collaborative co-management? in the decision-making processes for developing and
implementing management arrangements, and to ensure that management arrangements are
complied with. The cost-effectiveness of these arrangements also needs to be considered in the
development process as the management costs are recovered from fishers in accordance with
the government’s cost-recovery policy for fisheries (PIRSA 2013b).

The operational objectives of this management plan in relation to co-management, planning and
cost-recovery are:

¢ Industry participation in management through co-operative arrangements.

e Management arrangements support cohesion between the fishing industry and wider
community.

e Maximising stewardship of fisheries resources.

e Costs of management of the fishery are funded by relevant stakeholders.

3Consultative and collaborative co-management are two prescribed co-management levels in the Policy for the Co-Management
of Fisheries in South Australia.
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